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STATE OF NEW MEXICO ,
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING CALLED -
BY THE OIL CONSERVATION DIVISION FOR [)FR,[;,PJ/\L;
THE PURPOSE OF CONSIDERING: -

: CASE, 15327

APPLICATION OF COG OPERATING, LLC, EOR
A NON-STANDARD SPACING AND PRCRATION UNIT
AND COMPULSORY PCOLING, LEA COUNTY, NEW MEXICO.

REPORTER'S TRANSCRIPT OF PROCEEDINGS
EXAMINER HEARING
JUNE 25, 2015

Santa Fe, New Mexico

22&d niar s
QOO N

BEFORE: MICHAEL McMILLAN, CHIEEF EXAMINER
WILLTAM V. JONES, EXAMINER
GABRIEL WADE, LEGAL EXAMINER

-

This matter came on for hearing before the
New Mexico 0il Conservation Division, Michael McMillan;
Chief Examiner, William V. Jones, Examiner, and Gabriel
Wade, Legal Examiner, on June 25, 2015, at the New
Mexico Energy, Minerals, and Natural Resources
Department, Wendell Chino Building, *1220 South St.
Francis Drive, Porter Hall, Room 102, Santa Fe, New

Mexico.

REPORTED BY: "ELLEN H. ALLANIC
NEW MEXICO CCR 100
CALIFORNIA CSR 8670
PAUL BACA COURT REPORTERS
500 Fourth Street, NW
Suite 105 -
Albuguergue, New Mexico 87102
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APPEARANCESTS
For the Applicant

Michael Feldewert, Esqg.
Heolland & Hart '
110 North Guadalupe

Suite 1

Santa Fe, New Mexico 87501
(505)983-6043
mfeldewert@hollandhart.com
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(Time noted 10:42 a.m.)

EXAMINER McMILLAN: We are going to do

things differently. We are going to call cases 15327,

Application of COG Operating, LLC, for a non-standard

Trp———

spacing and proration unit and compulsory pooling, Lea
County, New Mexico. B
| Call for appearances. ‘
MR.~FELDEWERT5 May it please, Examiner,
Michael Feldewert with the Santa Fe Office of Holland
and Hart, appearing on behalf of the applicant.
And I have two witﬁesses here today.
EXAMINER McMILLAN: Please have them sworn
in at this time. Thank you.
(Whereupon, the presenting witness was
administered the oath.) B l
EXAMINER McMILLAN: I know this is
non-standard protocol, but you're not combining the
cases, are you?
MR. FELDEWERT: ©No. ‘And the{e are reasons
for that. I tried to but it wouldn't work.
EXAMINER McMILLAN: Thank you.
ASHLEY ROUSH
haviné first been duly sworn, was examinéd and testified
aé follows:

-——000---

— — _J
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DIRECT EXAMINATION

BY MR. FELDEWERT:

Q. Please state your name and identify by whom you
are employed and in what capacity.

A. My name 1is Ashley_Roush, and I'm employed by COG
Operating, LLC, as a landman. |

Q. How long have you been a landman with COG
Operating?

A. Since June of 2013.

Q.l Have your responsibilities included the Permian
Basin of New México?

A. Yes.

Q. And, Ms. Roush, have you had the opportunity to
previously teétify before this Division?

A. No, I haven't.

Q. Would you please provide the Examiners with'your
educational background.

A. I graduated from Texas Tech University in May of
2013 with my energy commerce degree.

Q. And then you started with COG upon graduation?

A, Y;s, in June of 2015. |

Q. Are you a member of any professional ofganization
or affiliations?

A. I am a member of the Permian Basin Landman's

Association and the American Association of Professional

M NTETL PN St W
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Page 6 |

Landmen.
Q. How long have you been a member of the PBLA?
A. FromlJune of 2013.
Q. And what about the AAPL?

A. From the fall of 2012.

O.. Are you familiar with the application that has
been filed in this case?
"~ BA. Yes.
Q. ‘And are you familiar with the status of the lands
in the subject area?
A. Yes.
MR. FELDEWERT: Mr. Examiner, I wéuld_tender
Ms. Roush as an expert witness in petroleum land

matters.

EXAMINER McMILLAN: I guess we will have to,
but, you know, you did graduate-from Texas Tech which is
not a good thing -- if éhe got the master's I'd accept
it.

MR. FELDEWERT : You can pﬁt an asterisk by'
it if you'd like. |

EXAMINER McMILLAN: .That would be good,

Q. Would you be so kind to turn to what's been
marked as COG Exhibit 1. First identify this exhibit i
and then egplain what the company seeks in this
applicatiéﬁ.

a |

A

PAUL BACA PROFESSIONAL COURT REPORTERS _
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A. This 1s the C=102 filed for our Sneed 9 Federal
Com 23H Well for the mile and a quarter lateral. We

seek to create a 200 acre non-standard spacing unit,

pooling the south half of the north half of section nine

" and the southwest quarter of the northwest guarter of

sgction ten, Township 17 Scuth, Range 32 East,'Lea
County, New Mexicb, poolinglfhe uncommitted minéral.
interest owners within the Yeso Formation from
5,000 feet to the base of the Blinebry.

Q. Why are you only pooling from 5,000 feet to the
base of the Blinebry? |

A. We have depth severances within the Yeso in this

séctién and ownership 1s different from.5, 000 to the

baséwéf the Blinebry and belcw fhe base of the Blinebry;

So we didn;t includé those ocwners that did not own in
our precducing formation.

Q. Is it your understanding that the Yeso Formatiocon
actually starts lower than 5,000 feet?

A, Yes.

Q. But you have a depth severance issue cof 5,000

A. Yes.
Q. 'And then you also mentioned the base of the
Blinebry --

A, Yes.

PAUL BACA PROFESSIONAL COURT REPORTERS :
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
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Q. == which 1s itself an interval within ﬁhe Yeso
Formation?
A. Within the Yeso,: yes, sir.

Q. " Does Exhibit 1 provide the Examiner with the API

numbers of the well?

A. Yes.

Q. And does it also provide the Examiner with the
pocl and the pool code?

A.‘ Yes. It's the Maljamar Yeso West, Pool tode
44500.

Q. Is this particular pool.governed‘by the Division
étatewide rules?

A. Yes, it is.

Q. &nd will the completed interval for this well
comply with the 330-fcot setback reguirements?

A. Yes. The completed interval is 330 feet away
from the'iease line.

Q. What is the nature of the acreage involved in
sections nine and ten? |

A. It is a federal and fee.

Q. Now, Exhibit 1 reflects, as you mentioned, that
the company seeks to drill a mile and a quarter lateral
extending into the southwest quartef of the northwest
quarter of section ten?

A Yes.

_

PAUL BACA PROFESSIONAL COURT REPORTERS
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Q. If I furn.to what's been marked as COG Exhibit 2,
does this help explain why the company is seeking to
drill a mile and a quarter?' |

A. Yes, it ﬁoes.

Q. And,.first off, why don't you identify what all

the colocrs mean?

A. The yellow is COG's ownership. The red dots are
Paddock wells. And there is one horizontal product -
producer. And then the red and blue dots represent
vertical Paddock and Blinebry vertical wells.

Q. So you have existing vertical production in this

particular area?

.

A. Yes.
Q. And as you extend this well into the southwest

quarter of the -- the southwest quarter of the northwest

gquarter of section ten, you're going to be develOping

" one of the 40-acre tracts that's not currently

developed?
~A.* It has current vertical production within the
southwest of ﬁhe northwest,

Q. Okay. Whatrare the plans with respect.to the
acreage in the northeast quarter of the northﬁesﬁ
quarter of section.ten?

A. TWe plan iﬁ the east half of the west half of -

section 10 to drill stand-up horizontal wells.

e ———
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Q. And then what about that northeast quarter of the
northwest quérter? . |
A: We have plans for the -- fof a mile and a quarter

well in the north half, north half drilled into the

section ten for a mile and a quarter.

Q. Okay.. Sc this 1s part of an overall plan to
develop what is currently undeveloped within section
tené

i -Yés. '

Q.- If 1 then turn to what has been marked as COG
Exhibit'3, is”this a lease tract map that identifies a
company's iﬁterest in the uncommitted interest owners in
the proposéd_spacing unit? |

| A. \Yes,~it is. ~

Q.' And does it identify the.interest first by tract
and then the consolidated interest in the spacing unit?

A. Yes, it does.

.Q. Now, you show on heée that there are six groups
of uncommittéd owners? |

A. Correct.’

~\

Q. You have your working interest owners highlighted

in yellow?.

A Yes.
0. And-then the néxt lines deal with, it lgoks like,

OORI, is that overriding royalty interests?

PAUL BACA PROFESSIONAL COURT REPORTERS
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A. Yes.

Q. And are those overriding royalty iﬁterests whose
instruments do not currently provide for pooling or
communitization?

A. Yes.

Q. And then you have RI, is that royalty interest?

A. Yes, it is.

Q. Are those interest owners whose leases do not
provide for pooling?

. A. Yes.

Q. And then you have NPRI, what does thatlétand for? 5

A. Nonparticipating roYalty interests.

‘Q. gan you explain what those are? |

A. This is basically an assignmeht‘of the royalty.
So they've assigned out a portion of their royalty ’
interest to these pegple;

Q. Okay. And then you have a group of unmarketable

‘title. Are those interest owners that_you've'lbcated

that have some issues associated with their probate or
the assignment of their interest from one generation to
the next?

A.' Yes.

Q. And then finally at the bottom here your last
group 1s a record title owner?

! A Yes.

e

PAULBACAPROFES&ONALCOURTREPORTERS
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Q. That is a company that just has the record title
in the lease?

A. Yes, in the federal lease.

Q. And no other operating rights?

A. No operating rights.

Q. Returning then to that first group, the working
interest owners, was.the company ablé to locate all of
these cost beariﬂg working interest-owners?

A, Yes. |

0. If I turn to what has beén marked as COC
Exhibit 4, is this the well proposal letter that was
sent to the working interest owners for this well?

A. Yes, it is.

Q. And did you include an AFE?

A. We did.

Q. Bnd are all those costs reflected on an AFE
consistent with what the company has incurred for
drilling similar horizontal wells in the area?

A. Yes.

0. Is it also about -- the first 'page of this
exhibit, halfway down ‘in this letter, does it idéntify
the overheaa and the administrative rates that the
company seeks?

h. 'Yes, it does. It's 7,000 a month for drilling

and 700 a month for production.

rrerrm——— r—
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Q. And are these rates consistent with what other
operators are charging for similar wglls?
A, Yes, they are.-

: Q. In addition to sending out this well proposal
letter, Qhat other efforts did the company undertake to
reach an agreement with these working interest owners?

A, For Occidental Permian Ltd. Partnership, we sent
them an JOA and a communitization agreement. And we are
currently working ouf a deal on acquiring their acreage.

For Chevron, U.S5.A. we also sent them a JOA and a
communitization agreement. And I called them and
e-mailed them numerous times and just heard-back from
them last week. And they are currently reviewing the
JOA. And Devon Energy Production has elected to
participate in a well, and we are currently working on
getting the JOA signed.

Q. Has Devon actually signed the AFE?

A. Yes. ﬁ

Q; I want to return to the remaining groups, which
were all non-cost-bearing interests.

In the course of your study in putting the
interest owners together, did ycu come across certain
leases tha; not only did not provide for pooling but
also that reéuiked consent prior to pooling?

A, Yes. .

———
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Q. And did you attempt to eithér modify the lease
that did not preovide pcoling or cktain the necessary
consent?

A. Yes. For the leases that do not have any pooling
language, we sent them lease amendments to add in a
pooling provision. And the leases that reguired consent
to pool, we seﬁt them a document of consent to pool for
them to sign.

Q. If I turn to COG Exhibit 5, is that an example of

a letter that you sent out to the royalty interest

A. Yes.
Q. I then turn to what is marked COG Exhibit 6. Is

that an example of the letter that was sent to the

lessees that required consent to pooling?
A. Yes. . h ' H
Q. And the owners that have not returned the
amendments or provided the consents, those are the ones
that you have listed for pooling in Exhibit 37 o I
.A._ Ccrrect.
Q. Another group of non-cost-bearing interests are

the overriding royalty interests, correct?

A. Yes,

Jryoans

Q. And did you send letters to those interest owners

seeking authority to communitize the federal lease?

i

PAUL BACA PROFESSIONAL COURT REPORTERS
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1 A. Yes. We sent them a ratification to the

2 communitization agreement. |

3 Q. ‘If 1 turn to whatAhas been marked as COG'

4 Exhibit 7, is this an example of a letter tﬁat was sent
5 to the overriding royalty interest owners fbat did not,

6 by virtue of thei; instrument, éuthorize

7  communitization? f ' |
‘8 . A. Yes.
9 Q. And again the overriding royalty interests that -

10 you list on COG Exhibit 3 are the parties that did not

11 return the necessary ratifications?

12 A. Yes. |

13 Q. Finally, did you also attempt to reach an

14 agreement for ﬁonsolidation with the non~cost-bearihg

15 record title owner?

. : i
16 A. Yes. . ’ : |
17 Q. I will turn to what's been marked as C0OG

18 Exhibit 8. Is that' a letter that was sent to that

19 non—cost;bearing record title owner seeking their

20 céncurrence in communitization?

:21 A. Yes, it is. |

22 Q. And by virtue of the fact that they are on your .

23 pool party. list, had you not gotten a response?
.24 A. That is correct.

25 Q. Of all these interests that you have to examine

PAUL BACA PROFESSIONAL COURT REPORTERS
- 500 FOURTH STREET NW - SUIITE 105, ALBUQUERQUE, NM 87102
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here, are there cértain interests that the company wés
unable to 1oéate'or, as we pointed ouf, had title issues
associated with their.interest?

A.l Yes.

Q. ﬁith resbeét to the parties that you were unable

to locate, what efforts did the company undertake to

locate these interest owners?

A. We searched through our internal databases, our
title opinions. We had a broker go to the county
courthouse to check for the‘addfésses ahd to use their
own software databases to check. And we. were unable to
locate an address. -

Q. And fo; thOSe'interest owners that you wefe
unable to locate, did you provide notice of this hearing
by publication by name?

A, Xes; |

Q. Turn to what has been marked as COG Exhibit 9.
Is that an affidavit of publication for this application
of heariﬁé directed by name to these unlocatable
parties? .

A. Yes.

Q. And is it the case that because of the newspaper
we were dealing with, that they were not able to get
this published in the necessary timeframe in advance of

this hearing?

ey A B B T R AR prEiE=ri i
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A, Yes,

Q. And for tﬁat reascon is it necessary to continue
for two weeks to allow the ten-day publiéafion notice to
run?

A. Yes.

Q. Now in preparation for this hearing, did the
company also notify or identify the lease mineral
interest owners in 40-acre tracts surrounding their
preoposed non-standard épacing unit?

A. Yes, they did.

Q. . And did the company include those iﬁterest OWners
in the noétice of this hearing?

A, Yes.

Q. You also mentioh that you had a depth severance
issue; correct?

A. Yes.

Q. And as I understaﬂd it, it affects interest
owners in the Yeso Formation below the base of the
Blinebry?

A. That is right.

Q. In preparation for thié hearing, did you also
identify and provide notice to those interest owners in

the Yeso Formation below the Blinebry that are not being

pocled in this application?

A. Yes, I dig.

PAUL BACA PROFESSIONAL COURT REPORTERS
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
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Page 18
Q. If I turn to what has is being marked as COG

Exhibit 10, is this an affidavit prepared by my office
with attachéd letters providiﬁg notice of hearing to the
affected parties?

A. Yes.

Q. And does it include three different types of
letters? |

'A. It does.

Q. You have a letter to the parties you seek to

A. Yes,.

Q. Andlyou have a letter to the offsetting lease
mineral interest owners surrounding your non-standard
Spacing unit?

A. Yes.

Q. And then you have a letter to the owners in the
formation below Blinebry?

A. Yes, they were.

0. Were some of thesé letters returned, bkelieve it
or not, for insufficient postage? |

A. Yes, they were.

Q. And as a result have they been re-sent to these
owners?

A. Yes, they have.

Q. But were they able to be sent twenty days 1n

PAUL BACA PROFESSIONAL COURT REPORTERS
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advance of this hearing?

A. No, they were not.

Q. 1Is that another reason why we are going to
continue for two weeks?

A. Yes, ip is.

Q. Were Exhibits 1 through 10 prepared by ybur
involvement or your direction and supervision?

A'. Yes, fhey were.

| MR. FELDEWIRT: Mr. Examiner, I would move

the admission into evidence of COG Exhibits 1 through
10, which includes our notice affidavit. |

EXAMINER McMILLAN: Exhibits 1, -2, 3, 4, 5,

6, 7, 8, 9, and 10 may now be accepted as part of the

(COG OPERATING LLC EXHIBITS 1-10 WERE
OFFERED AND ADMITTED. )

MR. FELDEWERT: And that concludes my
EXAMINER McMILLAN: So you are compulsory

compulsory pooling title record owners?

MR. FELDEWERT: I think the way I'd look at
it is we are péoling ﬁwo groups, we have cost-bearing
interest owners, the owners that are going to be subject

to the normal provisions of the pooling order. And then

PAUL BACA PROFESSIONAL COURT REPORTERS
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you have certain non-cost-bearing interest owners that
are just siﬁply going to be pooled.

EXAMINER McMILLAN: |, Okay.

MR. FELDEWERTQ' And that would be the
overrides, the royalty owneré, the record title owner:

We have to have some way of bringing them into an

"EXAMINER MCMILLAN: Ckay.
EXAMINER WADE:. I den't have ény questions.
EXAMINER JONES: ©No, thank you.
EXAMINER MCMILLANE Thank. you. No further
questions.
¥ MR. FELDEWERT: We will call our second
witness. h

CANDICE PETTIJOHN

having first been duly sworn, was examined and testified

as follows:
DIRECT EXAMINATION

BY MR. FELDEWERT:

Q. Please staté your name and identify by whom you
are employed and in what capacity. _

A. I am Candice Pettijohn. I am a geologist at COG
Operating. |

Q. How long have you been a geologist with COG

Operating.

T
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A. Since July of 2014.

©0. And have your responsibilities included the

Permian Basin?

A. Yes.

Q. Have. you had a chance to previously testify
before the Division as an expert in petroleum geoclogy?

A', No. ’

Q. Would you please outline yourﬁeducational
background? ’
| A. . In 2011, T received my bachelor's in geology from

the University of Alaska. And then in 2014, I received

my master's in geblogy from Louisiana. State University.

0. 1Is that when you commenced-your employment with
COG after -getting your master's? |

A. Yes.

Q. Are you a membér of any professional association
or affiliétfoﬁs? N ‘ | .

A.- Yes, the American Association of Petroleum

Geologists?h
Q. how long have you been a member of that
organi;ation? -
A. Since August of 2012.
" So while you were in school?

o
A.. Correct.
Q

Are you familiar with the_épplication filed in

Wity

|

AT P M AR S
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this case?
A, Yes.

Q. Have you conducted a geclogic study of the lands

A. Yes,
MR. FELDEWERT: I would tender Ms. Pettijohn

II

as an expert w%tﬁess in petroleum geology.
a EXAMINER MbMILLAN: So éccepted.

Q. What is the targeted interval for this particular
well within this Yeso Formation?

A. This is an upper Blinebry well.

Q. Have you prepared a structure map in a cross

section- of this formation for the Examiner?

A. Yes. ' - | u

Q. If I turn to what has been marked as COG
Exhibit 11, would you please describe it for us and then
tell us what 1t shows.

A. This a Yeso strﬁcture map based off the top of
tﬁé Paddock Formation. Contour interval is 100 feet.
COG aﬁreage is in yellow.

| Neaf the center of the map, you will see the "
subject well_in‘blue with its spacing unit outlined in
blue as well. This structure map shows that the dip is
consistent from west.to €ast and there's noc geologic

impediments to drilling horizontally.

oy
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Q. In this done by hand? Is this hand drawn?

A. This is a hand contour map.

Q. And in order to get sufficient contours, we show
the large area here?

A. Yes.

0. And we see some consistent structure across this
entire area? '

A. Yes, correct.

Q. Did you then alsc prepare a cross section?

A. Yes.

QL If I turn to what has been marked as COG
Exhibit 12, is this a close-up map of the area in
guestion that identifies the wells that you have chosen
for your cross section? |

Yes.

And it shows A to A Prime?

= O R

Yes, A to A Prime.

Q. And are the wells that you have chosen in your
opinion representétive of the area in question?

A. Yes.

Q. If I then turn to what has been marked as COG
Exhibit 13, is this the cross section that corresponds
with the wells identified in the previous exhibit?

A. Yes.

Q. Would you please explain to.us what you are

!

e rT———— r—————.
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showing here? .

A. Starting from the top, in yellow you will see the .
San Andres Formation. 1In the lighter yellow, beneath
that, you will see Giorieta; beneath that in green is
the Paddeck Formation; beneath that is the Blinebry .
Formation, which is the formation targeted in this well.
And then at the base, is the Tubb Formation.

0. Have you identified for the Examiners as well the
landing depth of the target zone for ycur proposed well?

A. Yes. It is shown in blue at 6450.

Q. And you mention that there's a depth severance at
the base of the Tubb -- I'm sorry -- at the base of the
Blinebry?

A. Yes, which correspends to the top of the Tubb.

Q. What is the approximate vertical distance between
the landing depth area of the well and the points of
depth severance?’ |

A. About 4—to~506 feet.

Q. Wiﬁh respect to the continuity of this interval
acrossrthis area, what do you observe?
| A. .The thickness is consistent and there is no_major
structural changes.

Q. So you see a continpity of the reservoir and a
continuity of the thickness in the reservoir across. this

area?
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A. Yes.

Q. In your opinion, are there any geologic

. impediments to developing this area using full section

horizontal wells?
A. No.
¢. In your opinion, is this an area that can be

efficiently and ecenomically developed by horizontal

wells?
A. Yes.
Q. 1In your opinicn, will the acreage that you have

included in your propcesed non-standard unit on average
contribute more or less equally fo the ﬁ}oduction of the
well?

A. Yes.

Q. And, finally, in your opinion, is the granting of
this application in the best interests of conservation

and prevention of waste and protection of correlative

rights?

A, Yes.
MR. FELDEWERT: Mr. Examiner, I move the
admission inté evidence of COG Exhibits 11 through 13.
EXAMINER McMILLAN: Exhibit 11, Exhibit 12z,
and Exhibit 13 may now be accepted:as bart of the
record. '

(COG OPERATING LLC EXHIBITS 11 through 13
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WERE OFFERED AND ADMITTED.)

MR. FELDEWERT: And ﬁhat concludes my
examination of this witness.

EXAMINER McMILLAN: Okay. I just want to be
clear about something. You want the interval from
5,000 feet to the top of the Tubb, right?'

MR. FELDEWERT: I think. the way it is
advertised is 5,000 ﬁeet to the base of the Blinebry,
which I believe corresponds with the Tubb; is that
correct? | |

"THE WITNESS: The same thing, ves.

EXAMINER McMILLAN: I just want té'make suré.
we are clear. I have no further questions for the
witness. .

EXAMINATION BY EXAMINER JONES

EXAMINER JONES: Well, the pocl itself, that
includes the.Tubb and the drain pool; is that correct?

I mean is the pool labeled -- is there a pocl here,
maybe there's no pool?

EXAMINER McMILLAN: There's an outlying Yeso
West.

MR. FELDEWERT: Mr. Examiner, it's on
Exhibit 1.

EXAMINEﬁ'JONES: When is your target date to

drill this well?

e i i ree—
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THE WITNESS: ~ It is constantly sﬁifting, bﬁt
it Qill be drille& sometime within the next year.
| EXAMINER JONES: Okay. .I have nothing
further. |

EXAMINER McMILLAN: Thank yoﬁ. I have no

further questions at this time.
MR. FELDEWERT: Thank you, Mr. Examiner. u
EXAMINER McMILLAN: Thank you.

Case No. 15327 will be continued until July n

(Time noted.11:07 a.m.)
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STATE OF NEW MEXICO )

COUNTY OF BERNALILLO )
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shorthand the proceedings set forth herein, and the
foregoing pages are a true and correct transcription to
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