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A P P E A R A N C E S 

FOR THE APPLICANT: 

J. Scott H a l l , Esq. 
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325 Paseo De P e r a l t a 
Santa Fe, New Mexico 87501 

FOR THE CIMAREX ENERGY COMPANY: 

James G. Bruce, Esq. 
ATTORNEY AT LAW 
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MR. WARNELL: A l l r i g h t . I t ' s 1:15. We'll go back 

on the r e c o r d on Docket No. 38-08. We've got two more cases t o 

hear t h i s a f t e r n o o n , Case No. 14203 and Case No. 14204. And 

because of t h e i r s i m i l a r i t y , w e ' l l go ahead and hear both cases 

together, i f t h a t ' s a l l r i g h t w i t h everyone. 

Case 14203 i s the A p p l i c a t i o n of COG Operating, LLC, 

f o r Designation o f Non-Standard Spacing U n i t and f o r Compulsory 

Pooling, Chaves County, New Mexico, and the w e l l i n question i s 

the Taurus Federal Well No. 2 -- Well No. 1, excuse me. 

Case 14204 i s the A p p l i c a t i o n f o r COG Operating, LLC,-

f o r Designation of the Non-Standard Spacing U n i t and f o r 

Compulsory Pooling, Chaves County, New Mexico, f o r w e l l Taurus 

State Com Well No. 2. 

C a l l f o r appearances. 

MR. HALL: Mr. Examiner, Scott H a l l , Montgomery and 

Andrews law f i r m , Santa Fe, appearing on be h a l f of COG 

Operating, LLC, and I have two witnesses t h i s a f t e r n o o n . 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

re p r e s e n t i n g Cimarex Energy Company. Due t o some c o n f l i c t i n g 

schedules, I do not have any witnesses. 

MR. WARNELL: Any other appearances? 

Mr. H a l l , would you have your witnesses stand and 

s t a t e t h e i r name and be sworn i n , please? 

[Witnesses sworn.] 

MS. SPRADLIN: Jan Preston S p r a d l i n . 
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MR. LAWSON: Jesse K e i t h Lawson. 

JAN PRESTON SPRADLIN 

a f t e r having been f i r s t d u l y sworn under oath, 

was questioned and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. HALL: 

Q. Ms. S p r a d l i n , where do you l i v e and by whom are 

you employed? 

A. I l i v e i n Midland, Texas, and I'm employed by COG 

Operating, LLC. 

Q. What do you do f o r COG? 

A. I'm a seni o r landman. 

Q. A l l r i g h t . You're a u t h o r i z e d t o t e s t i f y f o r COG 

t h i s afternoon? 

A. Yes, s i r , I am. 

Q. And you've not t e s t i f i e d before the D i v i s i o n 

before; i s t h a t c o r r e c t ? 

A. No, I haven't. 

Q. I f you would give the Hearing Examiner a b r i e f 

summary of your e d u c a t i o n a l background and work experience, 

please. 

A. Okay. I have a BA from the U n i v e r s i t y of Texas 

i n A u s t i n ; an AMA from the U n i v e r s i t y of Texas, Permian Basin. 

I've been employed i n the o i l and gas business 25-plus years, 

and have been a landman f o r 22 or more years of t h a t . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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Q. And have you worked the Permian Basin i n 

New Mexico? 

A. Yes, I have. 

Q. And are you CPL? 

A. Yes, I am. 

Q. Are you f a m i l i a r w i t h the lands and the w e l l s 

t h a t are the su b j e c t o f these two a p p l i c a t i o n s ? 

A. I am. 

MR. HALL: Mr. Examiner, we'd o f f e r Ms. S p r a d l i n as 

an expert petroleum landman. 

MR. WARNELL: We'll accept t h a t . 

MR. H a l l : Okay. 

Q. (By Mr. H a l l ) : Ms. S p r a d l i n , i f you would 

b r i e f l y e x p l a i n what COG i s re q u e s t i n g of the D i v i s i o n i n these 

two cases. 

A. Yes. We're req u e s t i n g -- seeking f o r c e - p o o l i n g 

and j o i n i n g of these non-standard u n i t s and approval f o r 

d r i l l i n g of 160-acre h o r i z o n t a l w e l l s . 

Q. And would you i d e n t i f y f o r the recor d the two 

spacing u n i t s we're t a l k i n g about? 

A. They're l o c a t e d i n the S/2 of Section 10, 15 

South, 31 East, Chaves County, New Mexico, and they're 

comprised of one s t a t e lease and one f e d e r a l lease. 

Q. I f we look a t E x h i b i t No. 1, i s t h a t an area map 

t h a t also shows the Section 10 lands? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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A. Yes, i t does, and shows the l o c a t i o n s of the 

w e l l s . 

Q. A l l r i g h t . Let's look b r i e f l y a t E x h i b i t No. 2. 

What's t h a t ? 

A. E x h i b i t 2 has t o do w i t h -- i t ' s j u s t the a c t u a l 

s e c t i o n l o c a t i o n and i n d i c a t e s the bottom hole and surface 

l o c a t i o n s of the two w e l l s t h a t are being discussed. 

Q. And what does the yellow s i g n i f y ? 

A. The yellow s i g n i f i e s the ownership t h a t i s 

c o n t r o l l e d by COG Operating, LLC. 

Q. And are these surface and bottom hole l o c a t i o n s 

orthodox? 

A. Yes, they are. 

Q. Okay. And what's your primary o b j e c t i v e f o r 

these wells? 

A. Wolfcamp. 

Q. And these are o i l w e l l s ; i s t h a t r i g h t ? 

A. Yes, they are. 

Q. And Wolfcamp o i l w e l l s are spaced on 40 acres; i s 

t h a t c o r r e c t ? 

A. That i s c o r r e c t . 

Q. Are you re q u e s t i n g the D i v i s i o n approve a 

non-standard u n i t comprised of 160 acres c o n s i s t i n g of adjacent 

40-acre t r a c t s ? 

A. We are. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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Q. 'Okay. Let's look at -- s k i p E x h i b i t 3, and look 

at E x h i b i t 4. T e l l us what t h i s e x h i b i t shows us? 

A. This e x h i b i t shows b a s i c a l l y the surface and 

bottom hole l o c a t i o n s of the Taurus w e l l s ; the p r o r a t i o n u n i t 

e s t a b l i s h e d f o r each one; t h e i r a n t i c i p a t e d spud date; when we 

surveyed or had a n o t i c e of s t a k i n g ; when the pe r m i t s were 

submitted f o r approval; when the permits were approved by 

e i t h e r the BLM and the OCD. 

And we have a surface owner t h a t -- i t ' s hard t o 

read -- but the leases i n v o l v e d , whether they ' r e State or 

f e d e r a l , and the dates we have s e t t l e d damages, i f we've 

d r a f t e d our com agreements and the working i n t e r e s t c o n t r o l 

w i t h i n the separate p r o r a t i o n , u n i t s . 

Q. Now, your E x h i b i t No. 4, your spreadsheet, shows 

i n f o r m a t i o n f o r the two Andromeda w e l l s . Those w e l l s are no 

longer a t issue before the D i v i s i o n ; i s t h a t r i g h t ? 

A. No, they are not. 

Q. So i f the Hearing Examiner looks a t 

E x h i b i t No. 4, he's able t o see the sequence of events t h a t COG 

went through t o o b t a i n r e g u l a t o r y approvals and surface 

agreements and the l i k e ? 

A. Correct. 

Q. On the f a r r i g h t - h a n d column, does t h a t set f o r t h 

the r e s p e c t i v e -- what does t h a t show? 

A. I t shows the owners w i t h i n t h a t p r o r a t i o n u n i t 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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and the p a r t i e s t h a t have i n t e r e s t . 

Q. A l l r i g h t . I n each of these w e l l s , does COG 

c o n t r o l 50 percent of the working i n t e r e s t ? 

A. Yes, we do. 

Q. And the balance i s owned by Cimarex? 

A. Correct, based on a term assignment t h a t has not 

been p r o v i d e d t o us y e t . 

Q. A l l r i g h t . You've not seen w r i t t e n evidence of 

t h e i r ownership? 

A. No, I have no t . 

Q. They have no ownership i n t e r e s t of re c o r d as f a r 

as you're aware? 

A. That's c o r r e c t . 

Q. How long has COG owned i t s leased i n t e r e s t s i n 

the area? 

A. I n the area, we s t a r t e d purchasing i n A p r i l 

of 2007. 

Q. Okay. And when d i d COG f i r s t begin e v a l u a t i n g 

t h i s area? 

A. B a s i c a l l y , around October 2006 i s when the 

g e o l o g i s t s s t a r t e d l o o k i n g at the area extending i n t o t h i s 

area. 

Q. Okay. Had COG d r i l l e d a w e l l out t h e r e 

p r e v i o u s l y i n the Wolfcamp? 

A. Yes, i n a d i f f e r e n t township. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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Q. And t h a t i s the basi s t h a t t r i g g e r e d your 

geologic i n v e s t i g a t i o n of t h i s township? 

A. That i s c o r r e c t . 

Q. What experience does COG have i n d r i l l i n g these 

h o r i z o n t a l Wolfcamp wells? 

A. We've d r i l l e d and completed h o r i z o n t a l w e l l s 

w i t h i n the l a s t year-and-a-half t o two years. We're c u r r e n t l y 

d r i l l i n g two more w e l l s , and we're completing an a d d i t i o n a l 

w e l l a t t h i s p o i n t . 

Q. Can you t e l l us a t what p o i n t the company made 

the d e c i s i o n t o commit c a p i t a l t o d r i l l i n g and developing t h i s 

p a r t i c u l a r prospect? 

A. As f a r as the 15 South, 31 East, would be i n 

A p r i l of 2007. 

Q. Okay. How d i d COG go about s e l e c t i n g these 

surface and bottom hole l o c a t i o n s f o r these two we l l s ? 

A. They were -- the g e o l o g i s t s s e l e c t e d the 

l o c a t i o n s . The f i r s t w e l l t h a t we staked was on the f e d e r a l 

lease. 

The second w e l l we had l o c a t e d as a f e d e r a l l o c a t i o n , 

and the surface owner asked us i f we could -- b a s i c a l l y 

i n d i c a t e d t h a t he would l i k e t o see i t f l i p p e d where the bottom 

hole would be f u r t h e r away. His primary ranch home i s i n the 

NE/4 of Section 9. 

And as an accommodation, the w e l l was s t i l l going t o 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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be going t o the same l o c a t i o n , so we f l i p p e d a l l w e l l l o c a t i o n s 

i n t h a t s e c t i o n t o be -- t o have bottom holes other than the 

i n i t i a l S/2, S/2 t o l o c a t i o n s — the bottom holes being i n the 

W/2 of the s e c t i o n . 

Q. A l l r i g h t . Let's look a t E x h i b i t 5. What does 

E x h i b i t 5 show us? 

A. The cross-hatched area i s the l o c a t i o n of B i l l y 

Medlin's -- he's the fee surface owner out th e r e where we have 

under c o n t r a c t a surface agreement. 

Q. And i t was a t Mr. Medlin's request t h a t the 

surface l o c a t i o n s be moved away from h i s ranch house? 

A. He asked i f we could accommodate him i n t h a t way. 

Q. A l l r i g h t . So the area represented by the cross 

hatch i s i n c l u d e d w i t h i n a SOPA agreement you've executed w i t h 

Mr. Medlin? 

A. Corr e c t . 

Q. When d i d you s t a r t n e g o t i a t i n g w i t h him, i f you 

r e c a l l ? 

A. We s t a r t e d -- b a s i c a l l y t h a t was i n -- I want t o 

say — we c o n t r a c t e d Gray Surface S p e c i a l t i e s i n J u l y of 2007 

and they began working, and i t was consummated i n September, I 

b e l i e v e . We signed -- the a c t u a l agreement was signed 

September 17th, I b e l i e v e . 

Q. And was i t Gray t h a t a l s o got clearance on any 

surface issues w i t h the BLM f o r any BLM services? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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A. Yes. They d i d our p e r m i t t i n g and a l l t h a t r i g h t 

away, e v e r y t h i n g i n c l u s i v e . 

Q. So a l l surface clearance has been completed? 

A. Uh-huh. 

Q. Let's look a t E x h i b i t 6. What does t h i s show us? 

A. This was -- i t ' s an area p l a t of where our 

l o c a t i o n s were being p e r m i t t e d . And the r o u t e t h a t we worked 

out w i t h B i l l y Medlin as t o how we would come i n t o these 

v a r i o u s l o c a t i o n s . 

Q. So t h i s i s a graphic d e p i c t i o n of your SOPA 

agreement w i t h the surface owner? 

A. Correct. 

Q. And are you r e s t r i c t i n g your lease access t o the 

roads t h a t are shown on the e x h i b i t ? 

A. Right. And we can add a d d i t i o n a l roads by v i r t u e 

of our agreement on l o c a t i o n s . These were the base l o c a t i o n s . 

Q. Okay. What i s E x h i b i t 7? 

A. I t ' s the r e p o r t , the supplement, f o r the surface 

u n i t agreement t h a t we have w i t h B i l l y Medlin. 

Q. You f i l e d t h i s of record i n the county? 

A. Right. 

Q. I t ' s a memorandum of your SOPA agreement w i t h 

Mr. Medline? 

A. That i s c o r r e c t . 

Q. Okay. I f we go back t o your E x h i b i t 4, speaking 
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of a surface clearance, can the Examiner r e f e r t o t h i s t o see 

when COG f i l e d i t s n o t i c e of st a k i n g s and APDs i n w e l l s i n 

Section 10? 

A. Yes, they can. 

Q. And what were those dates? 

A. Notice of set stakings were i n August of '07. 

Q. Okay. And your APDs have been approved by BLM 

and OCD; i s t h a t c o r r e c t ? 

A. As a p p l i c a b l e , yes. 

Q. Okay. I f we t u r n t o E x h i b i t 8, are these copies 

of the C-102 p l a t s t h a t were f i l e d w i t h your APDs? 

A. Yes. I'm l o o k i n g . Do you have i t ? 

For A, there's j u s t the one, the Taurus Federal. 

Q. Are the r e two C-102s i n your notebook under 8? 

A. Huh? 

Q. Are the r e two C-102s under your Tab 8? 

A. Yes. I'm s o r r y . 

Q. Okay. And they'r e f o r both the w e l l s t h a t we're 

t a l k i n g about here today; i s t h a t r i g h t ? 

A. Uh-huh. That's c o r r e c t . 

Q. Now, COG --

A. Okay. 

Q. Does COG stand ready t o d r i l l these wells? 

A. Yes. 

Q. Let's look another E x h i b i t 9. What does t h a t 

PAUL BACA PROFESSIONAL COURT REPORTERS 

500 4th S t r e e t , NW, Su i t e 105, Albuquerque, NM 87102 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

14 

show? 

A. That i s our d r i l l i n g schedule. 

Q. And when do you have Section 10 scheduled t o 

d r i l l ? 

A. The f i r s t we w i l l we have scheduled t o spud i s 

mid t o l a t e February. 

Q. Okay. And t h a t w i l l be proceeded by a w e l l i n 

Section 14 — 

A. C o r r e c t . 

Q. -- and lead r i g h t up t o Section 10; i s t h a t 

r i g h t ? 

A. Uh-huh. 

Q. And so, f o r the record, t o i d e n t i f y , t h i s i s your 

r i g schedule? 

A. This i s our r i g schedule --

Q. Okay. 

A. -- f o r the f i r s t s i x months of next year. 

Q. Let's look back a t your E x h i b i t 1, your l a r g e 

area map, and l e t me ask you: I s the east/west o r i e n t a t i o n f o r 

these h o r i z o n t a l w e l l s , i s t h a t c o n s i s t e n t w i t h the p r e v a i l i n g 

development p a t t e r n i n the area? 

A. Yes, i t i s . 

Q. Let's t a l k about the e f f o r t s t o get the other 

working i n t e r e s t owners to p a r t i c i p a t e i n the w e l l . I f you 

would t u r n t o E x h i b i t 10, and i f you would look under Tab A, 
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and then work your way forward through Tabs B, C & D, e x p l a i n 

the sequence of events t o the Hearing Examiner. 

A. I n December of '07, we sent out proposals on t h i s 

area, as w e l l as a d d i t i o n a l areas, t o get the j o i n d e r of our 

p a r t n e r s . Then we have d r i l l e d , and we d i d n ' t get t o them, and 

then we submitted new proposals i n September o f t h i s year 

because we were ready t o s t a r t a c t u a l l y d r i l l i n g and t o reissue 

AFEs, because we f e l t l i k e our AFE had gone s t a l e f o r t h a t 

p e r i o d of time. And we n o t i f i e d them. 

Q. A l l r i g h t . I f we look a t the f i r s t l e t t e r under 

Tab 10-A, i s t h a t l e t t e r dated December 17, 2007, addressed t o 

Chevron? 

A. Yes, i t i s . 

Q. And t h i s was your i n i t i a l w e l l proposal f o r 

Section 10; i s t h a t r i g h t ? 

A. Right. 

Q. And a t the time, was Chevron USA In c . the recor d 

t i t l e i n t e r e s t owner i n th a t ? 

A. They were, and they s t i l l are. 

Q. And d i d you have any f o l l o w - u p communication w i t h 

Chevron? 

A. Not from the December one. We rei s s u e d -- under 

C, we reissued the l e t t e r i n September. 

Q. A l l r i g h t . So the f i r s t l e t t e r i s f o r the Taurus 

Federal No. 1; i s t h a t c o r r e c t ? 
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A. Uh-huh. 

Q. And i f we look at Tab B, t h a t ' s the w e l l proposal 

f o r the Taurus State No. 2; i s t h a t c o r r e c t ? 

A. Correct. 

Q. They're e s s e n t i a l l y i d e n t i c a l ? 

A. Uh-huh. 

Q. You need t o say yes or no f o r the rec o r d . 

A. Yes. 

Q. And l e t ' s look a t Tab C, your l e t t e r dated 

September 15, 2008. Why was the second l e t t e r sent f o r each of 
^ ^ - — J » 

these wells? 

A. I t was sent because we were ready t o s t a r t 

d r i l l i n g , a c t u a l l y , and we wanted t o advise our AFE because of 

increase of cost --

Q. A l l r i g h t . 

A. -- t h a t had occurred over t h a t p e r i o d of time. 

Q. And i f you look up i n the upper r i g h t - h a n d corner 

of t h a t e x h i b i t , Tab C, there's a note. What i s t h a t a l l 

about? 

A. James Baca c a l l e d from Chevron and i n d i c a t e d t o 

us t h a t they were going t o gr a n t , or granted, a term assignment 

of i t s i n t e r e s t t o Cimarex. 

Q. A l l r i g h t . So l e t ' s t u r n t o Tab D. I d e n t i f y 

t h a t f o r us. 

A. Excuse me? 
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Q. T e l l us what Tab D, t h a t l e t t e r , i s . 

A. Okay. Because of the n o t i c e from James Baca, we 

proceeded t o send a proposal t o Cimarex. 

Q. And d i d you have any fo l l o w - u p conversations w i t h 

anyone a t Cimarex? 

A. No. They d i d not i n d i c a t e a n y t h ing. I've t a l k e d 

t o them, but not about t h i s p a r t i c u l a r p roposal. 

Q. At the time the l e t t e r s went out September 23rd, 

t o your knowledge, was recor d t i t l e s t i l l vested i n Chevron? 

A. Yes. 

Q. So we don't know i f Concho had the a b i l i t y t o 

respond t o the w e l l proposal a t t h a t time; i s t h a t r i g h t ? 

A. Ri g h t . Cimarex. 

Q. Cimarex. Thank you. 

MR. WARNELL: Did the same l e t t e r go out f o r the 

No. 2 we l l ? 

THE WITNESS: No. We d i d n ' t send out the No. 2 y e t . 

MR. WARNELL: Okay. 

THE WITNESS: Because i t wasn't going t o be on our 

d r i l l i n g schedule and because of the f l u c t u a t i o n of cost. We 

were t r y i n g t o w a i t u n t i l such time as i t would be b e t t e r 

c l o s e r t o d r i l l i n g . 

Q. (By Mr. H a l l ) : So l e t ' s s k i p — the next two 

e x h i b i t s have t o do w i t h Section 14; i s t h a t c o r r e c t ? They're 

not r e l e v a n t t o t h i s proceeding? 
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A. That's t r u e . 

Q. Okay. 

A. I mean, they don't have anything t o do w i t h i t . 

Q. Are you asking the D i v i s i o n t o pool the un - j o i n e d 

working i n t e r e s t owners i n the S/2 of Section 10 f o r t h i s w e l l ? 

A. Yes, we are. 

Q. And are you also asking f o r the i m p o s i t i o n of the 

0 
20 0 / r i s k against the u n - j o i n e d i n t e r e s t ? 

u 
A. Yes. 

Q. And COG seeks t o be designated operator of the 

two w e l l s i n Section 10? 

A. Yes, we do. 

Q. I n your o p i n i o n , Ms. S p r a d l i n , has COG made a 

g o o d - f a i t h e f f o r t t o o b t a i n v o l u n t a r y p a r t i c i p a t i o n of those 

i n t e r e s t owners? 

A. Yes, we have. 

Q. Okay. Has any other lease i n t e r e s t 

owner/operator i n d i c a t e d there's a di s p u t e over the geologic 

r i s k f o r w e l l l o c a t i o n associated w i t h the d r i l l i n g of these 

wells? 

A. Not t h a t I an aware o f , no. 

Q. Okay. Has Chevron or Cimarex i n d i c a t e d t h a t 

there's an issue w i t h respect t o proposed d r i l l i n g costs f o r 

these wells? 

A. No. 
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Q. Okay. Let's t u r n t o E x h i b i t 13. Would you 

i d e n t i f y t h a t , please? 

A. I t ' s our c u r r e n t AFE f o r the Taurus Federal 

No. 1. 

Q. A l l r i g h t . Why don't you review those dry hole 

and completed w e l l costs f o r the Hearing Examiner? 

A. T o t a l costs are $5,052,740. D r i l l i n g costs are 

$3,214, 640 . 

Q. And these are updated costs; i s t h a t c o r r e c t ? 

A. Correct. 

Q. And t o your knowledge, are these costs i n l i n e 

w i t h what's being charged by other operators i n the area f o r 

s i m i l a r h o r i z o n t a l wells? 

A. To my knowledge, yes. 

Q. Okay. Have you made an estimate of the overhead 

and a d m i n i s t r a t i v e costs w h i l e d r i l l i n g and producing the well? 

A. Yes. 

Q. And what i s COG seeking f o r those d r i l l i n g and 

producing overhead rates? 

A. For per month we're seeking 8,000, and then 800 a 

month producing overhead. 

Q. Okay. And t o your knowledge, are those overhead 

costs i n l i n e w i t h what other operators are charging? 

A. They're a l i t t l e b i t higher, but these are deeper 

w e l l s . 
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Q. A l l r i g h t . Let's t u r n t o E x h i b i t 14. What i s 

th a t ? 

A. That's the f i x e d - r a t e overhead survey by Ernst 

and Young. 

Q. Could you e x p l a i n t o the Hearing Examiner how 

these survey r a t e s are r e l e v a n t t o what you're seeking? 

A. Well, because they don't handle overhead or 

h o r i z o n t a l w e l l s i n t h e i r r e p o r t , we took measured depths of 

the w e l l s i n s t e a d of j u s t the v e r t i c a l depth o f the v e r t i c a l 

hole and d i d an estimate of what our t o t a l measured depth would 

be and went t o those costs and j u s t k i n d of picked an average. 

Q. A l l r i g h t . Which of these pages would show how 

you went about t h a t ? 

A. I pi c k e d -- b a s i c a l l y I looked a t Eddy and Lea --

Q. Okay. 

A. -- and j u s t k i n d of pi c k e d the middle, j u s t 

something t h a t was i n l i n e t h a t we f e l t l i k e would be f a i r . 

Because the costs are more f o r the a c t u a l overhead of a 

h o r i z o n t a l w e l l , and the amount of people t h a t spend t h e i r time 

l o o k i n g at e v e r y t h i n g . 

Q. This acreage i s i n the southeastern most corner 

of Chaves County; i s t h a t c o r r e c t ? 

A. That's c o r r e c t . 

Q. So the Lee and Eddy County r a t e s would be, i n 

your view, a p p l i c a b l e --
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A. Right. 

Q. -- as comparable overhead rates? 

A. And a l o t of w e l l s have been d r i l l e d r i g h t below 

t h i s area --

Q. Okay. 

A. -- Eddy and Lea -- h o r i z o n t a l w e l l s . 

Q. Okay. And are you recommending t h a t the D i v i s i o n 

p rovide f o r these overhead r a t e s i n any order issued pursuant 

t o t h i s hearing? 

A. Yes. 

Q. And are you asking t h a t the order prov i d e f o r an 

adjustment o f those r a t e s i n accordance w i t h the i n t e r n a l COPAS 

b u l l e t i n f o r the area? 

A. That would be c o r r e c t . 

Q. Okay. I n your o p i n i o n , Ms. S p r a d l i n , would 

g r a n t i n g COG's a p p l i c a t i o n be i n the best i n t e r e s t of 

conserv a t i o n , the p r e v e n t i o n of waste, and p r o t e c t i o n of 

c o r r e l a t i v e r i g h t s ? 

A. Yes, d e f i n i t e l y . 

Q. A l l r i g h t . Were E x h i b i t s 1, 2, 4 through 10 and 

13 prepared by you or compiled a t your d i r e c t i o n ? 

A. Yes. 

MR. HALL: That concludes our d i r e c t of t h i s witness, 

Mr. Examiner. We move the admission of E x h i b i t s 1 and 2, 4 

through 10, and 13. 
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MR. BRUCE: No o b j e c t i o n s . 

MR. WARNELL: Okay. We'll admit E x h i b i t s 1 and 2, 4 

through 10 and 13. 

MR. HALL: I'm s o r r y . Add 14 t o t h a t as w e l l . 

MR. WARNELL: And 14. I s t h a t okay w i t h you, 

Mr. Bruce? 

MR. BRUCE: Yes. 

[A p p l i c a n t ' s E x h i b i t s 1 and 2, 4 through 10, 13 and 

14 admitted i n t o evidence.] 

MR. HALL: We w i l l pass the witness a t t h i s time. 

MR. BRUCE: I j u s t have a few questions. 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. Ms. S p r a d l i n , i f you could t u r n t o your 

correspondence, whatever t h a t i s , 10? E x h i b i t 10? 

A. Okay. 

Q. Just w i t h respect t o -- I'm p r e t t y sure I know 

the answer t o t h i s , but d i d you ever get any response from 

Chevron w i t h respect t o your proposal l e t t e r s ? 

A. We d i d n ' t get a w r i t t e n . We d i d get a c a l l from 

Baca. We d i d n ' t get any responses on the f i r s t two, the 

December l e t t e r s . 

Q. And i s the r e a separate l e t t e r t o Cimarex i n 

here? 

A. Yes, the r e i s . 
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Q. I'm s o r r y . I missed i t again. 

MR. WARNELL: Tab C. 

THE WITNESS: I t ' s under D. 

Q. (By Mr. Bruce): Okay. 

A. And i t was sent out a f t e r we got the c a l l from 

Chevron 

Q. When d i d you get t h a t c a l l from Chevron? 

A. The c a l l from Chevron was on September 23rd, '08, 

and we proceeded t o send a l e t t e r t o Cimarex. 

Q. Okay. And the r e i s n ' t a l e t t e r on the Taurus 

Federal -- excuse me, I t h i n k i t ' s a State -- but the Taurus 

No. 2? 

A. No, th e r e i s not. 

Q. Okay. And l o o k i n g at your E x h i b i t 9, the Taurus 

No. 2, when i s t h a t scheduled? 

A. We don't have the Taurus No. 2 on our schedule at 

t h i s p o i n t because of not knowing the v o l a t i l i t y of what -- we 

wanted t o make sure we d r i l l e d the Taurus No. 1 f i r s t . 

Q. Okay. And then one f i n a l t h i n g : Has COG d r i l l e d 

any w e l l s i n t h i s township yet? 

A. No. We spud the Andromeda the f i r s t of January. 

Q. Which one i s the Andromeda? 

A. I t ' s i n Section 14. 

Q. Okay. I was l o o k i n g a t -- okay. 

A. We've been t r y i n g t o get the j o i n d e r of a l l 
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1 

1 p a r t i e s . 

2 Q. And has Chase i n d i c a t e d t h e y ' l l sign? 

3 A. They have signed up. They are p a r t i c i p a t i n g . 

4 MR. BRUCE: That's a l l I have, Mr. Examiner. 

5 MR. WARNELL: A l l r i g h t . Mr. Brooks? 

6 MR. BROOKS: No questions. 

7 MR. WARNELL: Mr. Ezeanyim? 

8 MR. EZEANYIM: No questions. 

9 MR. .WARNELL: Just f o r the record, Ms. S p r a d l i n , 

10 c o u l d you t e l l me, please, the measured depth and the t r u e 

11 v e r t i c a l depth of the No. 1 we l l ? And I saw i t here i n one of 

12 your e x h i b i t s , but I would l i k e t o get i t on the record. 

13 MR. HALL: Mr. Warnell, we o f f e r an engineering 

14 witness next. 

15 MR. WARNELL: A l l r i g h t . Thank you. I j u s t wanted 

16 t o get i t on the r e c o r d . 

17 MR. LAWSON: What w e l l are we t a l k i n g about? 

18 MR. WARNELL: The measured depth and the t r u e 

19 v e r t i c a l depth. A l l r i g h t . I have no f u r t h e r questions. The 

20 witness may step down. Thank you. 

21 THE WITNESS: Thank you. 

22 MR. WARNELL: Mr. H a l l , you may c a l l your next 

23 witness. 

24 ^ MR. HALL: Mr. Jesse Lawson. 

25 
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JESSE KEITH LAWSON 

a f t e r having been f i r s t d u l y sworn under oath, 

was questioned and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. HALL: 

Q. For the rec o r d , please s t a t e your name. 

A. My name i s Jesse K e i t h Lawson. 

Q. And Mr. Lawson, where do you l i v e and by whom are 

you employed? 

A. I l i v e i n Midland, Texas, and I'm employed by COG 

Operating. 

Q. I n what capacity? 

A. I'm a senior r e s e r v o i r engineer. 

Q. Have you ever p r e v i o u s l y t e s t i f i e d before the 

D i v i s i o n ? 

A. Yes, I have, i n August of 1998. 

Q. A l l r i g h t . Are you f a m i l i a r w i t h the lands and 

the w e l l s t h a t are the s u b j e c t of the two a p p l i c a t i o n s before 

the Examiner today? 

A. Yes, I am. 

MR. HALL: At t h i s p o i n t , Mr. Examiner, we'd o f f e r 

Mr. Lawson as a q u a l i f i e d petroleum engineer. 

MR. WARNELL: Mr. Lawson, were you a q u a l i f i e d expert 

i n '98? 

THE WITNESS: Yes, s i r , I was. 
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MR. WARNELL: And you've maintained your good 

standing? 

THE WITNESS: Yes. 

MR. WARNELL: So accepted. 

Q. (By Mr. H a l l ) : Mr. Lawson, w i t h respect t o COG's 

request f o r approval of non-standard 160-acre u n i t s f o r i t s 

h o r i z o n t a l p r o j e c t area, have you conducted an e v a l u a t i o n of 

the economic advantages t h a t h o r i z o n t a l w e l l s have over 

v e r t i c a l d r i l l s ? 

A. Yes, I have. 

Q. And could you b r i e f l y e x p l a i n what you d i d t o 

conduct your i n v e s t i g a t i o n and what your conclusions are? 

A. I looked a t the v e r t i c a l w e l l s t h a t we had 

d r i l l e d -- a c t u a l l y , the only v e r t i c a l w e l l s w i t h i n t h a t area 

i s a Wrinkle Well, and we looked at t h a t w e l l . I t ' s i n 

Township 15 South, 31 East, and i t ' s going t o have a estimated 

gross reserves of less than 89 MBOE. 

Well, a t the same time we're l o o k i n g a t other w e l l s 

h o r i z o n t a l w e l l s i n t h a t township, and the E n t e r p r i s e w e l l , 

i t ' s going t o have an estimated gross reserves of g r e a t e r than 

390 MBOEs. These reserves, of course, are dependent on a 

v a r i e t y of r e s e r v o i r parameters on the p a r t i c u l a r rock t h a t 

they're p e n e t r a t i n g . 

A v e r t i c a l 40-acre Wolfcamp w e l l w i l l cost 

approximately $2 m i l l i o n t o d r i l l and complete, w h i l e a 
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h o r i z o n t a l 160-acre Wolfcamp w e l l w i l l cost an estimated $4.8 

to $5 m i l l i o n . But our type of AFE a t the time t h a t t h i s work 

was done i s $4.8 t o d r i l l and complete. And i t w i l l take f o u r 

40-acre v e r t i c a l w e l l s a t roughly $2 m i l l i o n , or a t o t a l of 

$8 m i l l i o n , t o contact the same amount of r e s e r v o i r as a s i n g l e 

h o r i z o n t a l w e l l . 

This a t the time i s about a savings of about $3.2 

m i l l i o n f o r a h o r i z o n t a l w e l l over f o u r v e r t i c a l w e l l s . So 

b a s i c a l l y , a s i n g l e h o r i z o n t a l w e l l w i l l replace f o u r v e r t i c a l 

w e l l s . 

Q. Let's look a t your E x h i b i t 15. What does t h a t 

show us? 

A. Yes. 

Q. Could you summarize E x h i b i t 15 f o r us? 

A. E x h i b i t 15 i s a t a b l e t h a t puts out the basic 

parameters o f a v e r t i c a l w e l l versus a h o r i z o n t a l w e l l , and 

then gives b a s i c a l l y the d e l t a of the d i f f e r e n c e between the 

two. 

Q. A l l r i g h t . And could you e x p l a i n t o the Hearing 

Examiner what i s your p l a n , the d r i l l i n g p l a n , f o r the w e l l s 

mechanically? 

A. A b r i e f summary, w i t h o u t t r y i n g t o get i n t o too 

much d e t a i l , the w e l l s w i l l be d r i l l e d v e r t i c a l l y w i t h surface 

and i n t e r m e d i a t e casing s t r i n g s set and cemented at a 

pre-determined depth. The w e l l then w i l l be d r i l l e d through 
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the i n t e r m e d i a t e shoe t o a pre-determined k i c k o f f p o i n t where 

we s t a r t b u i l d i n g angle. Then the w e l l w i l l be d r i l l e d 

h o r i z o n t a l l y t o a pre-determined l e n g t h . And i n t h i s case, 

i t ' s somewhere i n the neighborhood o f 4,000 f e e t , roughly. 

The completion of the h o r i z o n t a l p o r t i o n of the w e l l 

i s going t o c o n s i s t of a s e r i e s of open hole packers, 

p r o d u c t i o n casing, s l i d i n g sleeve p e r f o r a t e d p o r t s . The 

completion of the h o r i z o n t a l w e l l w i l l depend upon the number 

of p o r o s i t y pods t h a t the h o r i z o n t a l l e g of the w e l l w i l l 

encounter d u r i n g the d r i l l i n g o p e r a t i o n . 

Each stage w i l l then be p e r f o r a t e d , a c i d i z e d , f r a c ' d , 

s t a r t i n g at the toe and then working back t o the heel of the 

l a t e r a l . And the number of i n t e r v a l s t h a t w i l l be completed 

w i l l be dependent upon the r e s e r v o i r and the number of p o r o s i t y 

pods t h a t are encountered d u r i n g the o p e r a t i o n . 

Q. I f we t u r n t o E x h i b i t 17, i s t h a t a type p r o f i l e 

f o r your h o r i z o n t a l wells? 

A. Yes, i t i s . 

Q. Anything you wish t o p o i n t out about t h i s e x h i b i t 

to the Examiner? 

A. Well, i n t h i s p a r t i c u l a r one here, y o u ' l l see 

ei g h t stages f o r t h i s p a r t i c u l a r one. But t h i s i s r e a l l y k i n d 

of a type-completion t h a t we've got going. There could be f i v e 

stages or the r e could be 12 stages. I t j u s t r e a l l y depends 

e n t i r e l y upon the r e s e r v o i r and the amount of p o r o s i t y t h a t we 
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contact. 

Q. And can you p r o v i d e the Hearing Examiner w i t h the 

answer t o h i s question? What i s the planned t r u e measured 

depth f o r these w e l l s , approximately? 

A. They're going t o d r i l l down -- w e l l , before I 

s t a r t t a l k i n g here, l e t me v e r i f y i t . 

For the Taurus w e l l s , i t ' s going t o be a t o t a l TVD, a 

t o t a l v e r t i c a l depth, of 8900 f e e t w i t h an estimated measured 

depth of 13,450 f e e t . 

Q. And you expect those same depths f o r both w e l l s . 

I s t h a t your plan? 

A. Yes. They won't be p r e c i s e l y the same, but 

they're going t o be i n t h a t range, yes. 

Q. Now, COG has some experience i n d r i l l i n g these 

h o r i z o n t a l wells? 

A. Yes. We have d r i l l e d and completed three 

h o r i z o n t a l Wolfcamp w e l l s i n the general area -- not i n t h a t 

p a r t i c u l a r township and range -- the Reindeer Federal No. 1, 

the Reindeer 21 Federal No. 2 and the Moose Federal No. 1-Y. 

And COG i s c u r r e n t l y d r i l l i n g two more h o r i z o n t a l w e l l s , the 

Comet 22 Federal No. 4 and the Donner 30 Federal No. 3. 

Q. And have you considered whether there's any 

p o t e n t i a l f o r i n t e r f e r e n c e t o o f f s e t t i n g p r o d u c t i o n by 

c o n f i g u r i n g these h o r i z o n t a l w e l l s as i s o b v i o u s l y p r e v a l e n t i n 

the f i e l d now? 
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A. I n my o p i n i o n , there's minimal p o t e n t i a l f o r 

i n t e r f e r e n c e from the o f f s e t t i n g w e l l s due t o the very low 

r e s e r v o i r p e r m e a b i l i t y . The average r e s e r v o i r p e r m e a b i l i t y of 

the Wolfcamp i n t h i s p a r t i c u l a r area i s les s than .5 

m i l l i d a r c i e s , and i t ' s somewhere i n the neighborhood of 

probably .3 t o .4 m i l l i d a r c i e s . 

Q. Okay. Would you r e f e r back t o your E x h i b i t 16 

and provide the Hearing Examiner w i t h the summary of your 

conclusions w i t h respect t o the economic case f o r these wells? 

A. Okay. The v e r t i c a l w e l l s t h a t I've looked at and 

i n v e s t i g a t e d have a r a t e of r e t u r n of less than 15 percent and 

a negative PW, present work, discounted a t 12 percent. They 

also have a payout, discounted payout, i n other words, the 

amount o f time i t ' s going t o take f o r t h a t w e l l t o pay out from 

g r e a t e r than 20 years. B a s i c a l l y , these w e l l s are 

uneconomical. 

We've looked at the w e l l s i n 16, 28 and 16, 27 f o r 

the v e r t i c a l w e l l s . The h o r i z o n t a l w e l l s t h a t we looked at was 

the E n t e r p r i s e w e l l and our two Reindeer w e l l s . They have 

gross reserves t h a t are going t o be g r e a t e r than 390 MBOEs. 

Their i n i t i a l r a t e s are g r e a t e r than 400 b a r r e l s of o i l 

e q u i v a l e n t per day, a r a t e of r e t u r n t h a t i s acceptable f o r 

d r i l l i n g economics and would be economical. The discounted 

payout, i n other words the amount of time, again, i t takes f o r 

the w e l l s t o be p a i d out i s j u s t over one year, less than two 
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years. And the PW, discounted present worth, of these w e l l s 

are going t o be g r e a t e r than $9 m i l l i o n , somewhere i n the 

neighborhood of $9.5 m i l l i o n . 

Q. Do you have an estimate of the a d d i t i o n a l r o y a l t y 

and severance tax revenues t h a t would accrue t o the State 

through h o r i z o n t a l development? 

A. Yes. The ad valorem and severance taxes are 

going t o be a t or a l i t t l e above $3 m i l l i o n per w e l l . 

Q. Okay. Mr. Lawson, w i l l u t i l i z i n g h o r i z o n t a l 

development al l o w COG t o m i t i g a t e impacts t o the surface? 

A. This i s one of the best examples of l e a v i n g the 

h a b i t a t u n d i s t u r b e d t h a t we can come up w i t h , the o i l i n d u s t r y 

can come up w i t h . 

You d r i l l f o u r v e r t i c a l w e l l s . Each one of these 

pads w i l l have an approximate -- and I used the word 

approximate because i t ' s -- the pad w i l l depend on the siz e of 

the r i g and other v a r i o u s c o n d i t i o n s -- but they are 

approximately t h r e e acres i n s i z e . You d r i l l f o u r v e r t i c a l 

w e l l s , you're l o o k i n g at 12 acres of land t h a t ' s being used. 

You're l o o k i n g at fo u r lease access roads t o t h a t 

l o c a t i o n , p l u s f o u r f l o w l i n e s , t h a t area f o r the fl o w l i n e s . 

You d r i l l one h o r i z o n t a l w e l l , you've saved nine acres of land 

from being d i s t u r b e d , you've cut out thr e e lease access roads 

and t h r e e flow l i n e s . So b a s i c a l l y you go from 12 acres t o 

three acres plus the undetermined amount of acreage the lease 
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access roads would take. 

Q. Okay. And Mr. Lawson, were E x h i b i t s 15, 16 and 

17 prepared by you? 

A. Yes. 

MR. HALL: At t h i s p o i n t , Mr. Examiner, we move the 

admission of E x h i b i t s 15, 16 and 17. Let me also o f f e r at t h i s 

time our Notice of A f f i d a v i t f o r each case. E x h i b i t 18 i s the 

a f f i d a v i t f o r case 14203. E x h i b i t 19 i s the a f f i d a v i t f o r 

14204. 

Mr. Examiner, w i t h respect t o n o t i c e , I would 

i n d i c a t e t o you we had two rounds of n o t i c e go out. One went 

out on October 10th, and the r e was discrepancy i n the w e l l 

d e s c r i p t i o n i n the t r a n s m i t t a l l e t t e r . The a p p l i c a t i o n was 

inc l u d e d f o r each n o t i c e . Because of t h a t discrepancy, we 

re-issu e d n o t i c e on October 15th i n each case. 

And E x h i b i t A attached t o each a f f i d a v i t shows 

n o t i f i c a t i o n t o the p a r t i e s , p r i m a r i l y o f f s e t o p erators, by 

v i r t u e of non-standard p r o r a t i o n u n i t aspects of the case. But 

Cimarex was n o t i f i e d as w e l l . I may f e e l i t necessary t o h o l d 

the r e c o r d open f o r an a d d i t i o n a l two weeks t o accommodate the 

20-day n o t i c e p e r i o d unless Cimarex i s i n c l i n e d t o waive t h a t 

issue today. I t would be up t o Mr. Bruce. 

With t h a t , we would o f f e r E x h i b i t s 15 through 19, and 

we're ready t o pass t h i s witness. 

MR. WARNELL: Mr. Bruce, any o b j e c t i o n s t o those 
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e x h i b i t s ? 

MR. BRUCE: No o b j e c t i o n s . 

MR. WARNELL: Okay. We'll accept E x h i b i t s 15 

through 19. 

[A p p l i c a n t ' s E x h i b i t s 15 through 19 admitted i n t o 

evidence.] 

MR. WARNELL: Do you have any cross? 

CROSS-EXAMINATION 

BY MR. BRUCE: 

Q. I r e a l l y have j u s t one question of Mr. Lawson. 

Mr. Lawson, would you a n t i c i p a t e t h a t each q u a r t e r / q u a r t e r 

s e c t i o n i n the non-standard w e l l u n i t would c o n t r i b u t e t o you 

pro d u c t i o n from these wells? 

A. Each q u a r t e r / q u a r t e r s e c t i o n -- l e t me get the 

map here. Now, each q u a r t e r / q u a r t e r s e c t i o n : Are you t a l k i n g 

about each 40-acre section? 

Q. I'm asking t h a t -- the non-standard u n i t s are 160 

acres, f o u r q u a r t e r / q u a r t e r s e c t i o n s . 

A. Right. 

Q. Do you a n t i c i p a t e each q u a r t e r / q u a r t e r s e c t i o n i n 

the w e l l u n i t c o n t r i b u t i n g t o production? 

A. Yes, I do. 

Q. Okay. And one other q u e s t i o n : -- t h i s r e a l l y i s 

probably completely i r r e l e v a n t : Do you know of any h o r i z o n t a l 

w e l l s i n any area where the o i l w e l l s -- where they have more 
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than one h o r i z o n t a l w e l l per w e l l u n i t ? 

A. I don't p e r s o n a l l y have t h a t knowledge. 

Q. I'm j u s t asking because i n some gas w e l l u n i t s , 

they are doing t h a t . 

A. We're i n the o i l l e g of t h a t . 

Q. Rig h t . 

A. That gas l e g f o r t h i s t y p i c a l l y i s much f u r t h e r 

of t h i s . 

Q. Yes. 

A. I'm not f a m i l i a r w i t h t h a t p a r t i c u l a r area. 

Q. Okay. I was j u s t c u r i o i : s . 

MR. BRUCE: That's a l l I have, Mr. Examiner. 

MR. WARNELL: Mr. Brooks? 

MR. BROOKS: I have no questions f o r the witness. I 

do have a que s t i o n f o r Mr. H a l l . 

Mr. H a l l , d i d you get -- on these n o t i c e s , d i d you 

get r e t u r n r e c e i p t s , a c t u a l r e t u r n r e c e i p t s from everyone? 

MR. HALL: Yes. And I ' l l supplement the r e c o r d w i t h 

the o r i g i n a l s of those. 

MR. BROOKS: Thank you. That's a l l . 

MR. WARNELL: Any questions, Mr. Ezeanyim? 

MR. EZEANYIM: No questions. 

EXAMINATION 

BY MR. WARNELL: 

Q. ,Mr. Lawson, can you t e l l me where y o u ' l l 
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pen e t r a t e the Wolfcamp i n t h i s w i t h w e l l ? You sa i d t h a t you'd 

be --

A. I do not have a d r i l l i n g prognosis, the 

d i r e c t i o n a l d r i l l i n g p l a n , w i t h me, so I couldn't answer t h a t 

r i g h t now as f a r as the exact measured depth or v e r t i c a l depth 

before we a c t u a l l y p e n e t r a t e t h a t . 

I would expect i t , though, when we're d r i l l i n g 

through t h e r e and we're k i c k i n g o f f . When we k i c k o f f , we're 

probably going t o be a t or near the Wolfcamp when we k i c k o f f 

and s t a r t b u i l d i n g our angle. But the exact depth of where 

w e ' l l p e n e t r a t e , I ' d have t o have the d i r e c t i o n a l d r i l l i n g 

prognosis i n f r o n t of me before I can answer t h a t . 

Q. Okay. So when you've got your angle made and 

you're shooting your l a t e r a l out, your h o r i z o n t a l --

A. We're i n the Wolfcamp a t t h a t time. 

Q. You're i n the Wolfcamp at t h a t time. I f you 

could get me the p e n e t r a t i o n p o i n t s t h a t you a n t i c i p a t e 

e n t e r i n g the Wolfcamp, t h a t would be h e l p f u l . 

A. I j u s t have t o get the d i r e c t i o n a l prognosis and 

get t h a t i n f o r m a t i o n , because I don't have t h a t w i t h me. 

Q. And then f o r my own c u r i o s i t y , on these 

h o r i z o n t a l w e l l s out t h e r e , are you l o g g i n g those? 

A. We're -- t h a t i s going t o be i n the d r i l l i n g , but 

normally t h a t ' s e x a c t l y what we do. We l o g wh i l e d r i l l i n g . 

Q. LWD? 
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A. This allows us t o stay i n the Wolfcamp and i t 

also helps us i d e n t i f y high p o r o s i t y zones when we penetrate 

them, yes. 

Q. Did you say high p o r o s i t y ? 

A. I'm s o r r y . I d i d n ' t say hi g h p o r o s i t y . I d i d 

say p o r o s i t y . I d i d not use the H word. 

MR. WARNELL: Okay. I have no f u r t h e r questions. 

The witness can step down. Thank you. 

MR. HALL: Mr. Examiner, we got a l l dressed up f o r 

27 cases t h i s morning, and l u c k i l y we pared i t down t o two, but 

because of the excitement, I went t o the t r o u b l e of pr e p a r i n g a 

hearing memorandum f o r you which you might s t i l l f i n d u s e f u l i n 

t h i s case. 

MR. WARNELL: Thank you. 

MR. HALL: I t h i n k i n t h i s p a r t i c u l a r case, I 

a n t i c i p a t e we're going t o have a competing a p p l i c a t i o n from 

Cimarex f o r these same u n i t s , so I've given you copies of some 

of the agency's precedent orders t h a t gives you some guidance 

of what you should do i n a s i t u a t i o n l i k e t h a t where you have 

equal ownership. 

MR. WARNELL: I appre c i a t e t h a t . 

MR. HALL: I n a d d i t i o n t o t h a t i n t h i s p a r t i c u l a r 

case, because reco r d t i t l e ownership f o r the u n - j o i n e d i n t e r e s t 

was i n Chevron, we provided you w i t h the c i t a t i o n t o the Branko 

Order, which i s an order that, came out of the Commission f i v e 
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or s i x years ago standing f o r the p r o p o s i t i o n t h a t the 

ap p l i c a n t i s o b l i g e d o n ly t o make w e l l proposals and provide 

n o t i c e t o the i n t e r e s t owner of re c o r d at the time the 

a p p l i c a t i o n i s f i l e d . 

So t h a t i s what happened here. And i t gives you some 

a d d i t i o n a l guidance i n t h a t s i t u a t i o n . Cimarex simply d i d n ' t 

have the c a p a c i t y t o respond t o any w e l l proposal a t the time. 

MR. WARNELL: Okay. Thank you. 

MR. HALL: That concludes our case, Mr. Examiner. 

MR. BRUCE: Mr. Examiner, f i r s t of a l l , Mr. H a l l 

asked about the n o t i c e issue. I'm not concerned w i t h t h a t , and 

I w i l l waive i t . 

MR. BROOKS: Well, i f I may i n t e r r u p t a t t h i s p o i n t , 

i f I understand c o r r e c t l y , there was an e r r o r i n the 

October 15th n o t i c e ; i s t h a t c o r r e c t , Mr. Hall? 

MR. HALL: I n the i n i t i a l October 10th set. 

MR. BROOKS: Oh, okay. 

MR. HALL: They had the w e l l s c o r r e c t . Each n o t i c e 

l e t t e r i n c l u d e d a copy of a p p l i c a t i o n . And the w e l l and lands 

d e s c r i p t i o n s were c o r r e c t i n those. Some of the t e s t s i n the 

l e t t e r i t s e l f was i n c o r r e c t , so t o make there's no question 

about t h a t , we r e - n o t i c e d t o the 15th. 

MR. BROOKS: Now, you've i n c l u d e d q u i t e a number o f 

people i n t h i s n o t i c e . 

MR. HALL: Yes. 
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MR. BROOKS: Are there any other owners i n these 

u n i t s other than Cimarex t h a t have not j o i n e d i n these wells? 

MR. HALL: I n the S/2 of Section 10, Cimarex 

only other i n t e r e s t owner. 

MR. BROOKS: Okay. So why were a l l these people 

noticed? 

MR. HALL: For the non-standard u n i t aspect of the 

a p p l i c a t i o n . 

MR. BROOKS: Okay. So these were — 

MR. HALL: They were o f f s e t owners. 

MR. BROOKS: They were o f f s e t , yeah. I t h i n k t h a t we 

should r e s e t t h i s a p p l i c a t i o n f o r at l e a s t 20 days out from the 

October 15th n o t i c e , because Cimarex can only waive the n o t i c e 

as t o them, and they already waived i t by appearing. 

So i t ' s the question o f the ot h e r p a r t i e s having 

20 days t o respond. And a c c o r d i n g l y , I would recommend at the 

conclusion of the case t h a t we continue i t u n t i l the next 

docket and r e c a l l i t at t h a t time i n case anyone else has an 

o b j e c t i o n t o f i l e between now and then. 

MR. WARNELL: Okay. The next docket w i l l be 

November 13th. 

MR. BROOKS: You may continue. I'm s o r r y . 

MR. BRUCE: Mr. Examiner, as COG's witnesses have 

noted, Cimarex i s l a t e i n coming forward because i t j u s t 

r e c e n t l y acquired an i n t e r e s t i n these w e l l u n i t s . I don't 
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even know when the term assignment from Chevron t o Cimarex was 

executed, but i t was f a i r l y r e c e n t l y . And Cimarex today has 

f i l e d competing p o o l i n g a p p l i c a t i o n s on these two w e l l u n i t s 

which are scheduled f o r the hearing on December 4 t h . 

Even i f the matters are taken under advisement on 

November 13th, we request t h a t any d e c i s i o n be postponed u n t i l 

those cases can be heard. And as a p r a c t i c a l matter, COG 

t e s t i f i e d t h a t c e r t a i n l y the No. 2 w e l l i s not on t h e i r 

d r i l l i n g schedule y e t , so there's no harm i n doing so. 

And w i t h t h a t , I ' d l i k e t o end the day. 

MR. WARNELL: Anything else? Okay. So we w i l l 

reschedule Case No. 14203 and Case No. 14204 f o r our next 

docket, November 13th. 

And t h a t concludes today's docket. Thank you very 

much. 

We w i l l a d j o u r n Docket 38-08. 

* * * 

f her?b 
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