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1 MR. EZEANYIM: L e t ' s go back i n t o t h e 

2 r e c o r d and th e n c a l l our l a s t case f o r t o d a y . We're 

3 d o i n g q u i t e w e l l t o d a y . This case i s on page 3, and 

4 t h i s i s Case Number 14418, A p p l i c a t i o n o f Cimarex 

5 Energy Company f o r a non - s t a n d a r d o i l s p a c i n g and 

6 p r o r a t i o n u n i t and compulsory p o o l i n g , Eddy County, 

7 New Mexico. C a l l f o r appearances. 

8 MR. LARSON: Mr. Examiner, Gary 

9 Larson o f H i n k l e , Hensley, Shanor & M a r t i n on b e h a l f 

10 o f A p p l i c a n t Cimarex Energy, and I have t h r e e 

11 w i t n e s s e s w i t h me. 

12 MR. EZEANYIM: Thank you v e r y much. 

13 Any o t h e r appearances?. 

14 MS. MUNDS-DRY: Mr. Examiner, Ocean 

15 Munds-Dry w i t h t h e law f i r m o f H o l l a n d & Ha r t here 

16 r e p r e s e n t i n g Lynx Petroleum C o n s u l t a n t s , Marbob 

17 Energy C o r p o r a t i o n , L a r r y S c o t t , and un l e s s B i l l Carr 

18 comes back, C h a p a r r a l Energy, LLC. 

19 MR. EZEANYIM: Any o t h e r appearances? 

20 Do you have any wi t n e s s e s ? 

21 MS. MUNDS-DRY: I have one w i t n e s s . 

22 MR. EZEANYIM: Okay. Any o t h e r 

23 appearances? Okay. At t h i s p o i n t , I would l i k e a l l 

24 t h e w i t n e s s e s t o st a n d up and th e n s t a t e your name t o 

2 5 be sworn i n . 
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1 (Note: The w i t n e s s e s were d u l y sworn.) 

2 MR. LARSON: May I proceed? 

3 MR. EZEANYIM: Go ahead. 

4 MARK COMPTON 

5 A f t e r h a v i n g been f i r s t d u l y sworn under o a t h , 

6 was q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

7 EXAMINATION 

8 BY MR. LARSON: 

9 Q Please s t a t e your f u l l name f o r t h e 

10 r e c o r d . 

11 A Mark Compton. 

12 Q And where do you r e s i d e ? 

13 A Mi d l a n d , Texas. 

14 Q And by whom are you employed and i n what 

15 c a p a c i t y ? 

16 A Cimarex Energy C o r p o r a t i o n , p e t r o l e u m 

17 landman. 

18 Q And have you ever t e s t i f i e d b e f o r e t h e 

19 d i v i s i o n b e f o r e ? 

20 A No. 

21 Q And how l o n g have you been employed by 

22 Cimarex? 

23 A With Cimarex, about a year and a h a l f . 

24 Q And c o u l d you b r i e f l y summarize your 

25 e d u c a t i o n a l and o i l and gas employment background? 
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1 A I have a degree i n f i n a n c e from t h e 

2 U n i v e r s i t y o f Tennessee i n K n o x v i l l e . I have been a 

3 p e t r o l e u m landman f o r about s i x and a h a l f y e a r s , t h e 

4 l a s t f i v e years i n Lea and Eddy County. 

5 Q I n s o u t h e a s t e r n New Mexico? 

6 A Yes. 

7 Q And what i s t h e focus o f your 

8 r e s p o n s i b i l i t i e s i n your p o s i t i o n w i t h Cimarex? 

9 A I oversee b r o k e r s i n t h e f i e l d who are 

10 d o i n g r e c o r d c h e c k i n g f o r us, f i l e o i l and gas 

11 l e a s e s , and a c q u i r e l e a s e h o l d i n t e r e s t s and p r e p a r e 

12 t h e a s s o c i a t e d documents t h a t go w i t h t h o s e . 

13 Q I s your focus w i t h Cimarex on s o u t h e a s t e r n 

14 New Mexico? 

15 A Yes, e x c l u s i v e l y . 

16 Q And are you f a m i l i a r w i t h t h e l a n d m a t t e r s 

17 p e r t a i n i n g t o Cimarex' a p p l i c a t i o n ? 

18 A I am. 

19 MR. LARSON: Mr. Examiner, based on 

20 Mr. Compton's e d u c a t i o n and p r o f e s s i o n a l e x p e r i e n c e , 

21 I move t h a t he be q u a l i f i e d as an e x p e r t i n l a n d 

2 2 m a t t e r s . 

23 MR. EZEANYIM: Any o b j e c t i o n ? 

24 MS. MUNDS-DRY: No o b j e c t i o n . 

25 MR. EZEANYIM: Are you a c e r t i f i e d 
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1 p u b l i c landman? 

2 THE WITNESS: I'm a r e g i s t e r e d • 

3 p r o f e s s i o n a l landman. 

4 MR. EZEANYIM: Oh, v e r y good. You 

5 are v e r y w e l l q u a l i f i e d . Go ahead. 

6 Q (By Mr. Larson) Mr. Compton, c o u l d you 

7 d e s c r i b e t h e w e l l t h a t Cimarex proposes t o d r i l l i n 

8 t h e event t h a t i t s a p p l i c a t i o n i s approved i n t h i s 

9 m a t t e r ? 

10 A We would b e g i n t o d r i l l t h e Penny Pi n c h e r 

11 21 Fed #1H i n t h e west h a l f o f t h e west h a l f o f 

12 S e c t i o n 21 w i t h an o r t h o d o x s u r f a c e h o l e i n t h e 

13 n o r t h w e s t , n o r t h w e s t , and an o r t h o d o x b o t t o m h o l e 

14 l o c a t i o n i n t h e southwest, southwest of S e c t i o n 21. 

15 Q W i l l i t be a h o r i z o n t a l w e l l ? 

16 A Yes, i n t h e Bone S p r i n g f o r m a t i o n . 

17 Q I would d i r e c t your a t t e n t i o n t o E x h i b i t 

18 Number 1. Could you i d e n t i f y t h a t f o r t h e h e a r i n g 

19 examiner? 

20 A Yes. That c i r c l e around S e c t i o n 21 i s our 

21 proposed w e l l , and i t would be t h e west h a l f , west 

22 h a l f . 

23 Q And t h i s i s a M i d l a n d l a n d company map? 

24 A Y e s , s i r . 

25 Q And so i t does d e p i c t t h e l o c a t i o n o f t h e 
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1 h o r i z o n t a l w e l l t h a t i s t h e s u b j e c t o f t h e 

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

3 A Y e s , s i r . 

4 Q i n s i d e t h a t r a d i u s ? And what i s t h e 

5 s p a c i n g i n t h a t Bone S p r i n g f o r m a t i o n ? 

6 A For t h e h o r i z o n t a l t h a t we propose, i t 

7 would be every 40 acres t h a t we would t o u c h , which 

8 would be a l l f o u r 40-acre u n i t s i n t h a t west h a l f , 

9 west h a l f . 

10 Q And what are you s e e k i n g a p p r o v a l f o r i n 

11 t h i s h e a r i n g today? 

12 A We are s e e k i n g a p p r o v a l o f a 160-acre 

13 p r o r a t i o n and s p a c i n g u n i t i n t h e west h a l f , west 

14 h a l f o f S e c t i o n 21, and a p o o l i n g o f a l l m i n e r a l 

15 i n t e r e s t s i n t h e west h a l f , west h a l f from 2,500 f e e t 

16 s u b s u r f a c e t o t h e base o f t h e Bone S p r i n g . 

17 Q Now, I would d i r e c t your a t t e n t i o n now t o 

18 E x h i b i t Number 2. Who p r e p a r e d t h i s e x h i b i t ? 

19 A M i c h a e l Swain, a r e s e r v o i r e n g i n e e r f o r 

20 Cimarex, and Lee Catal a n o , one of our g e o l o g i s t s . 

21 Q Both of whom w i l l t e s t i f y when --

22 A Yes. 

23 Q -- your t e s t i f y i n g i s completed? And i f 

24 you w i l l l o o k a t t h e area i n S e c t i o n 21 t h a t has a 

25 green b o r d e r , do these d e p i c t each o f t h e 40-acre 
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1 s p a c i n g u n i t s ? 

2 A Yes. 

3 Q And c o u l d you e x p l a i n t o t h e examiner what 

4 ownership i n t e r e s t s Cimarex has i n those f o u r s p a c i n g 

5 u n i t s ? 

6 A We have ownership i n t h e n o r t h h a l f o f 

7 t h a t s p a c i n g u n i t , i n t h e two -- i n the n o r t h w e s t , 

8 n o r t h w e s t , and the southwest, n o r t h w e s t . 

9 Q But no ownership i n t e r e s t i n t h e o t h e r two 

10 40-acre u n i t s ? 

11 A No. 

12 Q And hence your a p p l i c a t i o n t o p o o l t h e 

13 i n t e r e s t owners i n those two 40-acre s p a c i n g u n i t s ? 

14 A Yes. 

15 Q And how d i d you i d e n t i f y a l l of t h e 

16 i n t e r e s t owners i n t h e proposed 160-acre p r o r a t i o n 

17 u n i t ? 

18 A We r e t a i n e d t h e s e r v i c e s o f Shaw I n t e r e s t s 

19 l o c a t e d t h e r e i n M i d l a n d . 

20 Q And d i d Shaw I n t e r e s t s p e r f o r m i t s work 

21 under your d i r e c t i o n ? 

22 A Yes. 

23 Q And I w i l l n e x t d i r e c t your a t t e n t i o n t o 

24 E x h i b i t Number 3. And who p r e p a r e d t h i s e x h i b i t ? 

25 A I d i d , w i t h t h e i n f o r m a t i o n I was g i v e n 
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1 from Shaw I n t e r e s t s . 

2 Q And what are those f i g u r e s n e xt t o each 

3 person or e n t i t y ' s name on t h e l i s t ? 

4 A I t shows t h e i r n et m i n e r a l acres and t h e 

5 proposed s p a c i n g u n i t and t h e i r w o r k i n g i n t e r e s t i n 

6 t h a t s p a c i n g u n i t . 

7 Q Does E x h i b i t 3 a l s o i n d i c a t e t h e gas 

8 lea s e s i n t h e --

9 A Yes, i t does. There are two. 

10 Q And those are b o t h f e d e r a l leases? 

11 A Yes. 

12 Q And who do you seek t o p o o l i n t h i s 

13 p r o c e e d i n g ? 

14 A A l l o f t h e persons l i s t e d i n E x h i b i t 3. 

15 Q And d i d you a t t e m p t t o a c q u i r e any o f t h e 

16 l e a s e h o l d i n t e r e s t s i n t h e west h a l f , west h a l f o f 

17 S e c t i o n 21? 

18 A Yes, we d i d . 

19 Q And were those u n s u c c e s s f u l ? 

20 A Yes, s i r . 

21 Q And a t l e a s t 30 days p r i o r t o t h e f i l i n g 

22 of Cimarex' a p p l i c a t i o n , d i d you a t t e m p t t o o b t a i n 

23 t h e v o l u n t a r y j o i n d e r o f t h e i n t e r e s t owners you seek 

24 t o pool? 

25 A Yes, we d i d . 



11 

1 Q I w i l l next d i r e c t your a t t e n t i o n t o 

2 E x h i b i t Number 4, and co u l d . y o u i d e n t i f y t h a t f o r t h e 

3 r e c o r d , please? 

4 A That i s the p r o p o s a l -- t h e w e l l p r o p o s a l 

5 l e t t e r t h a t we sent t o each o f t h e i n t e r e s t owners. 

6 Q So t h i s one i s d i r e c t e d t o Lynx Petroleum. 

7 The same i d e n t i c a l l e t t e r would go t o a l l t h e o t h e r 

8 i n t e r e s t owners? 

9 A Yes, s i r . 

10 Q And d i d you i n c l u d e any documents w i t h 

11 t h i s l e t t e r --

12 " A We d i d . 

13 Q -- t h i s E x h i b i t 4? What d i d you i n c l u d e ? 

14 A We i n c l u d e d an AFE and a proposed 

15 o p e r a t i n g agreement. 

16 Q And t h a t went t o a l l o f t h e i n t e r e s t 

1 7 owners ? 

18 A Yes. 

19 Q Could you i d e n t i f y E x h i b i t Number 5 f o r 

2 0 me? 

21 A I t i s t h e AFE f o r t h e Penny Pinch e r 21 Fed 

22 Com #1H. 

23 Q Who p r e p a r e d t h i s AFE? 

24 A Mark Audis, one o f our Cimarex d r i l l i n g 

2 5 e n g i n e e r s . 
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1 Q Now, I would d i r e c t your a t t e n t i o n t o t h e 

2 date a t t h e t o p . I t i s November 30, 2009, which i s a 

3 d i f f e r e n t date from t h e n o t i c e l e t t e r , E x h i b i t 4. 

4 And what i s t h e reason those dates are d i f f e r e n t ? 

5 A When we sent out t h e o r i g i n a l AFE, i t d i d 

6 not i n c l u d e t h e bot t o m h o l e l o c a t i o n . And so under 

7 t h e advisement o f Jim Bruce, we added t h a t t o i t , 

8 d a t e d i t , and i t was s u b s e q u e n t l y m a i l e d t o a l l 

9 i n t e r e s t owners. 

10 Q And o t h e r t h a n adding t h e bot t o m h o l e 

11 l o c a t i o n , i s e v e r y t h i n g i n E x h i b i t 5 t h e same as t h e 

12 o r i g i n a l AFE you sent out? 

13 A Yes, i t i s . 

14 Q And i s t h e r e any i n d i v i d u a l or e n t i t y 

15 l i s t e d on E x h i b i t 3 t h a t d i d not r e c e i v e t h i s 

16 p r o p o s a l package i n November 2009? 

17 A Yes. 

18 Q And who would t h a t be? 

19 A Mr. Robert B a y l e s s . 

20 Q And why was Mr. Bayless not n o t i f i e d ? 

21 A He d i d not appear on t h e ownership r e p o r t 

22 t h a t we r e c e i v e d from Shaw I n t e r e s t s , b u t he d i d 

23 appear on t h e t i t l e o p i n i o n from our a t t o r n e y t h e r e 

24 i n M i d l a n d . 

25 Q And when d i d you r e c e i v e t h e t i t l e 
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1 o p i n i o n ? 

2 A I t was a p p r o x i m a t e l y January 15 or 16. 

3 Q And d i d you t h e n send a p r o p o s a l package 

4 t o Mr. Bayless? 

5 A Yes, we d i d . 

6 Q And d i d he r e c e i v e i t ? 

7 A Yes, he d i d . He s i g n e d f o r i t a t 

8 a p p r o x i m a t e l y 9:45 on January 25. 

9 Q Now, a f t e r sending t h i s l e t t e r and t h e AFE 

10 and the o p e r a t i n g agreement, d i d you have any f u r t h e r 

11 communication w i t h t h e i n t e r e s t owners r e g a r d i n g your 

12 p r o p o s a l ? 

13 A Some of them. 

14 Q And d i d t h a t i n c l u d e n e g o t i a t i o n s over 

15 p r i c e , over t h e terms of t h e o p e r a t i n g agreement? 

16 A Somewhat. I t -- what n e g o t i a t i o n s t h e r e 

17 were were m a i n l y over p r i c e per a c r e . 

18 Q And I assume those n e g o t i a t i o n s were a l s o 

19 u n s u c c e s s f u l ? 

20 A Yes. 

21 Q I n your o p i n i o n , has Cimarex made a good 

22 f a i t h e f f o r t t o o b t a i n t h e v o l u n t a r y j o i n d e r o f a l l 

23 t h e i n t e r e s t s owners i n t h e proposed Penny P i n c h e r 

24 w e l l ? 

25 A Yes. 
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1 Q I w i l l d i r e c t your a t t e n t i o n a g a i n t o 

2 E x h i b i t Number 5. Does i t i n d i c a t e t h e c o s t o f t h e 

3 Penny Pi n c h e r w e l l ? 

4 A Y e s , i t does. 

5 Q And what do those c o s t s i n d i c a t e ? 

6 A $1,863,990 d r y h o l e , c o m p l e t i o n o f 

7 $1,823,071, f o r a t o t a l c o s t o f a l i t t l e over $3.6 

8 mi 1 l i o n . 

9 Q And w i l l Mr. Swain address those c o s t s 

10 d u r i n g h i s t e s t i m o n y ? 

11 A Yes, he w i l l . 

12 Q And does Cimarex have p r i o r e x p e r i e n c e i n 

13 d r i l l i n g and c o m p l e t i n g d i r e c t i o n a l w e l l s i n t h e Bone 

14 S p r i n g f o r m a t i o n i n t h i s area o f New Mexico? 

15 A Yes, we do. 

16 Q And how many w e l l s have you d r i l l e d ? 

17 A I n t h i s immediate area, s i n c e May o f '09, 

18 we have d r i l l e d seven. 

19 Q And are you c u r r e n t l y d r i l l i n g any w e l l s 

20 i n t h i s area? 

21 A We c u r r e n t l y have t h r e e r i g s r u n n i n g . 

22 Q And were you p e r s o n a l l y i n v o l v e d w i t h t h e 

23 development o f any o f those p r i o r h o r i z o n t a l w e l l s ? 

24 A Yes, f o u r o f us a r e . 

25 Q I n your e x p e r i e n c e , are t h e w e l l c o s t s s e t 
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1 out i n t h e AFE i n l i n e w i t h t h e c o s t s o f o t h e r 

2 d i r e c t i o n a l w e l l s t h a t Cimarex has completed i n t h i s 

3 area ? 

4 A Yes, t h e y a r e . 

5 Q What e n t i t y are you r e q u e s t i n g the 

6 d i v i s i o n t o d e s i g n a t e as t h e o p e r a t o r o f t h e Penny 

7 Pin c h e r w e l l ? 

8 A The Cimarex Energy C o r p o r a t i o n o f 

9 Colorado. 

10 Q And what i s t h e r e l a t i o n s h i p t o Cimarex 

11 Energy of Colorado t o t h e a p p l i c a n t which i s Cimarex 

12 Energy Company? 

13 A They are a w h o l l y owned s u b s i d i a r y . 

14 Q Cimarex of Colorado i s a w h o l l y owned 

15 s u b s i d i a r y ? 

16 A Yes. 

17 Q And do you have a recommendation f o r t h e 

18 amounts which Cimarex s h o u l d be p a i d f o r s u p e r v i s i o n 

19 and t h e a d m i n i s t r a t i v e expenses? 

20 A Yes, we would r e q u e s t $7,000 f o r t h e 

21 d r i l l i n g o f t h e Penny P i n c h e r and $700 a month f o r 

22 t h e p r o d u c i n g w e l l . 

23 Q And are these amounts s u b s t a n t i a l l y 

24 s i m i l a r t o those p r e v i o u s l y approved by t h e d i v i s i o n 

25 f o r d i r e c t i o n a l w e l l s o f t h i s depth? 
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1 A Yes, t h e y a r e . 

2 Q And do you r e q u e s t t h a t t h i s r a t e f o r 

3 s u p e r v i s i o n and a d m i n i s t r a t i v e expenses be a d j u s t e d 

4 p e r i o d i c a l l y as p r o v i d e d by t h e COPAS a c c o u n t i n g 

5 procedure? 

6 A Yes. 

7 Q And do you a l s o r e q u e s t t h a t t h e d i v i s i o n 

8 s e t a 200 p e r c e n t charge f o r t h e r i s k o f d r i l l i n g and 

9 c o m p l e t i n g t h e w e l l ? 

10 A Yes. 

11 Q Now, p r i o r t o f i l i n g i t s a p p l i c a t i o n w i t h 

12 t h e d i v i s i o n , d i d Cimarex submit an a p p l i c a t i o n f o r 

13 p e r m i t t o d r i l l t o the BLM? 

14 A Yes, we d i d . 

15 Q And how d i d t h a t happen? 

16 A The Penny Pincher appeared on our r i g 

17 schedule, and a t t h e v e r y b e g i n n i n g o f i t , i n t r y i n g 

18 t o meet t h e 12/31 far m - o u t d e a d l i n e , our r e g u l a t o r y 

19 department p i c k e d up on i t and commenced t o get i t 

20 approved. 

21 Q Okay. And you are aware t h a t t h e APD 

22 s h o u l d not have been s u b m i t t e d p r i o r t o the e n t r y o f 

23 a d i v i s i o n o r d e r a p p r o v i n g t h e s p a c i n g u n i t and t h e 

24 p o o l i n g o f i n t e r e s t s ? 

2 5 A Yes, we are. 
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1 Q What d i d you do when you r e a l i z e d t h a t 

2 t h i s APD had been sent t o t h e BLM? 

3 A We n o t i f i e d them, and we had i t c a n c e l l e d . 

4 Q Okay. I w i l l d i r e c t your a t t e n t i o n t o 

5 E x h i b i t 6. Could you i d e n t i f y t h a t f o r t h e r e c o r d ? 

6 A Yes. That i s a l e t t e r from Zeno F a r r i s , 

7 head o f our r e g u l a t o r y department, r e q u e s t i n g t h a t 

8 t h e Penny P i n c h e r APD be c a n c e l l e d . 

9 Q And has t h e BLM acknowledged t h e 

10 w i t h d r a w a l ? 

11 A They have. 

12 Q And how d i d t h e y acknowledge t h a t ? 

13 A They sent an e - m a i l t o Zeno s a y i n g t h a t 

14 t h e y had g o t t e n i t , and t h e y had c a n c e l l e d t h a t 

1 5 p e r m i t . 

16 Q And d i d Cimarex p r o v i d e w r i t t e n n o t i c e o f 

17 today's h e a r i n g t o t h e i n t e r e s t owners l i s t e d i n 

18 E x h i b i t 3? 

19 A Yes. 

20 Q And I w i l l d i r e c t your a t t e n t i o n t o 

21 E x h i b i t 7 and ask you t o i d e n t i f y t h a t f o r t h e 

2 2 r e c o r d . 

23 MR. EZEANYIM: Mr. Larson, on E x h i b i t 

24 6, why were you r e q u e s t i n g t h a t t h e APD be c a n c e l l e d ? 

25 I am confused. What i s g o i n g on t h e r e ? You don't 
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1 want t o d r i l l t h e w e l l anymore or what? 

2 MR. LARSON: I would p r e f e r f o r t h e 

3 w i t n e s s t o answer t h a t . 

4 THE WITNESS: We wanted t o w a i t f o r 

5 t h e d i v i s i o n ' s r u l i n g b e f o r e we had a p e r m i t , and so 

6 we c a n c e l l e d t h a t p e r m i t because we were i n t h e 

7 m i d d l e o f t h i s process and we t h o u g h t t h a t was t h e 

8 p r o c e d u r a l t h i n g t o do. 

9 MR. EZEANYIM: No, you can get an APD 

10 b e f o r e you come t o h e a r i n g . There i s n o t h i n g t h a t 

11 says you c a n ' t , i s t h e r e ? 

12 MR. BROOKS: G e n e r a l l y , no, b u t t h i s 

13 s i t u a t i o n i s somewhat d i f f e r e n t from t h e g e n e r a l , and 

14 I don't t h i n k t h e i s s u e s t h a t i t r a i s e s have been 

1 5 r e s o l v e d . 

16 MR. EZEANYIM: Which I don't 

17 u n d e r s t a n d . 

18 MR. BROOKS: W e l l , i t ' s a l i t t l e more 

19 c o m p l i c a t e d t h a t I r e c o g n i z e d i t t o be a t f i r s t . 

20 MR. EZEANYIM: Okay. A l l r i g h t . You 

21 guys t h o u g h t i t a p p r o p r i a t e t o c a n c e l t h e APD, get 

22 t h i s o r d e r approved b e f o r e you go back? 

23 THE WITNESS: C o r r e c t . 

24 MR. LARSON: Are you f i n i s h e d ? 

25 MR. EZEANYIM: Yeah, f o r whatever 
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1 reason, I don't know b u t t h a t i s not a p p r o p r i a t e , and 

2 maybe t h e r e are some t h i n g s I don't u n d e r s t a n d , you 

3 know, t h a t made you do t h a t . 

4 Q (By Mr. Larson) And i f t h e d i v i s i o n i s s u e s 

5 an o r d e r a p p r o v i n g our a p p l i c a t i o n , you w i l l t h e n 

6 r e s u b m i t t h e APD t o BLM? 

7 A Yes, we w i l l . 

8 MR. EZEANYIM: Okay. I am s a y i n g 

9 t h i s m i ght -- I don't know. I don't want t o go 

10 t h e r e . Go ahead. 

11 Q (By Mr. Larson) Okay. Could you i d e n t i f y 

12 E x h i b i t 7 f o r t h e r e c o r d ? 

13 A I t i s an a f f i d a v i t by Jim Bruce, our 

14 a t t o r n e y , t h a t he had sent out t h e n o t i c e o f t h i s 

15 h e a r i n g t o a l l o f t h e i n t e r e s t owners. 

16 Q And d i d Mr. Bruce send t h e n o t i c e --

17 MR. EZEANYIM: I t h o u g h t Gary Larson 

18 i s your a t t o r n e y . 

19 THE WITNESS: I'm s o r r y ? 

20 MR. EZEANYIM: I t h o u g h t he i s your 

21 a t t o r n e y . 

22 MR. LARSON: Mr. Bruce p r e p a r e d t h e 

23 a p p l i c a t i o n and sent out t h e n o t i c e l e t t e r s , and I am 

24 a p p e a r i n g on Cimarex' b e h a l f f o r purposes o f t h e 

25 h e a r i n g . He p r e v i o u s l y r e p r e s e n t e d Cimarex i n t h i s 
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1 m a t t e r . 

2 MR. EZEANYIM: And l a t e r w i t h d r a w ? 

3 And l a t e r w i t h d r e w from --

4 THE WITNESS: Yes. He was asked t o 

5 recuse h i m s e l f by one o f the o t h e r w o r k i n g i n t e r e s t 

6 owners. 

7 MR. EZEANYIM: Oh, okay. 

8 MR. LARSON: He had a c o n f l i c t o f 

9 i n t e r e s t . 

10 MR. EZEANYIM: Okay. 

11 Q (By Mr. Larson) And d i d Mr. Bruce p r e p a r e 

12 and send t h e n o t i c e l e t t e r s t o t h e i n t e r e s t owners a t 

13 your d i r e c t i o n ? 

14 A Yes. 

15 Q And do you know i f he sent a n o t i c e o f 

16 h e a r i n g t o Mr. Bayless? 

17 A No, he d i d n o t . By t h e t i m e these n o t i c e s 

18 had gone o u t , we d i d not know Mr. Bayless was a 

19 w o r k i n g i n t e r e s t owner, so Mr. Bayless d i d not get a 

20 n o t i c e o f t h i s h e a r i n g . 

21 Q And do you know i f Ben Alex a n d e r , who i s 

22 one o f t h e i n t e r e s t owners, r e t u r n e d h i s c e r t i f i e d 

23 m a i l r e c e i p t f o r n o t i c e o f t h e h e a r i n g ? 

24 A I u n d e r s t a n d t h a t he d i d . 

25 Q He d i d n ' t ? 
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1 A I t was r e t u r n e d from what I u n d e r s t a n d . 

2 Q Okay. So you don't have a -- we don't 

3 have a document acknowledging h i s r e c e i p t o f i t ? 

4 A No, we do n o t . We do know t h a t he d i d 

5 r e c e i v e h i s packet w i t h t h e w e l l p r o p o s a l , AFE, and 

6 o p e r a t i n g agreement because I d i d get a r e t u r n 

7 r e c e i p t f o r t h a t . 

8 Q So your b e s t i n f o r m a t i o n , t h e l e t t e r was 

9 sent t o a good address? 

10 A Y e s , i t was. 

11 Q I next ask you t o i d e n t i f y E x h i b i t Number 

12 8 . 

13 A These are t h e o f f s e t owners around t h e 

14 west h a l f , west h a l f o f S e c t i o n 21. 

15 Q And what does the p l a t on page 2 d e p i c t ? 

16 A I t r e f l e c t s those t r a c t s t h a t are o f f s e t 

17 t o t h e west h a l f , west h a l f of 21. 

18 Q And d i d Mr. Bruce p r e p a r e t h i s document? 

19 A Yes, he d i d . 

20 Q At your d i r e c t i o n ? 

21 A Yes. 

22 Q And d i d Cimarex a l s o send n o t i c e o f 

23 today's h e a r i n g t o t h e i n d i v i d u a l s and e n t i t i e s 

24 l i s t e d on E x h i b i t 8? 

2 5 A Yes, we d i d . 
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1 Q I d i r e c t your a t t e n t i o n t o E x h i b i t 9. 

2 Could you i d e n t i f y t h a t f o r t h e re c o r d ? 

3 A That, a g a i n , i s an a f f i d a v i t by Mr. Bruce 

4 t h a t he has n o t i f i e d by c e r t i f i e d m a i l a l l o f t h e 

5 o f f s e t o p e r a t o r s o f t h i s area. 

6 Q And c o u l d you address t h e fa r m - o u t 

7 agreement t h a t Cimarex has w i t h -- i s i t Devon? 

8 A Yes, i t i s w i t h Devon Energy. They came 

9 t o us l a s t f a l l and asked i f we would be i n t e r e s t e d 

10 i n g e t t i n g a fa r m - o u t of t h e i r i n t e r e s t s on t h e n o r t h 

11 h a l f o f S e c t i o n 21. I t had o r i g i n a l l y come out o f 

12 OXY and went t o P i t c h and Marbob, and i t worked i t s 

13 way down t o Devon. I t o r i g i n a l -- when t h e o r i g i n a l 

14 d e a d l i n e f o r i t was, Devon had i t extended t h r e e 

15 t i m e s . We went back t o OXY and got i t extended a g a i n 

16 t h r o u g h March 31 where i t stands r i g h t now. 

17 Q So would i t be a b e n e f i t t o Cimarex i f you 

18 r e c e i v e d a d i v i s i o n o r d e r b e f o r e t h a t March 31 

19 d e a d l i n e ? 

20 A Yes, i t would. 

21 Q Would t h a t h e l p you i n t h e n e g o t i a t i o n i n 

22 e x t e n d i n g t h a t d e a d l i n e out? 

23 A Sure. Yes. 

24 Q And i n your o p i n i o n , Mr. Compton, would 

25 t h e g r a n t i n g o f Cimarex' a p p l i c a t i o n serve t h e 
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1 i n t e r e s t s o f c o n s e r v a t i o n and p r e v e n t i o n o f waste? 

2 A Yes. 

3 MR. LARSON: I pass t h e w i t n e s s a t 

4 t h i s t i m e . 

5 MR. EZEANYIM: Do you want a n y t h i n g 

6 done w i t h your e x h i b i t s ? 

7 MR. LARSON: I was go i n g t o ask f o r 

8 t h e ad m i s s i o n a t t h e end o f a l l t h e t e s t i m o n y . 

9 MR. EZEANYIM: Oh, okay. 

10 MS. MUNDS-DRY: I have a few 

11 q u e s t i o n s , Mr. Ezeanyim. 

12 MR. EZEANYIM: Okay. Go ahead. 

13 EXAMINATION 

14 BY MS. MUNDS-DRY: 

15 Q Mr. Compton, you mentioned a t t h e 

16 b e g i n n i n g o f your t e s t i m o n y t h a t Cimarex plann e d t o 

17 l o c a t e t h e w e l l i n an o r t h o d o x l o c a t i o n " . Do you have 

18 f o o t a g e s f o r t h e s u r f a c e and bott o m h o l e l o c a t i o n ? 

19 A Yes, we do. I b e l i e v e t h e y are on t h e 

20 f r o n t o f t h e AFE. A p p r o x i m a t e l y 660 from t h e n o r t h 

21 l i n e , ' 9 9 0 from t h e west l i n e , and i n t h e bo t t o m h o l e , 

22 330 from t h e so u t h and 330 from t h e west. 

23 Q And Cimarex proposes t o d r i l l t o Bone 

24 S p r i n g --

2 5 A Yes, ma'am. 
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1 Q c o m p l e t i o n ? Why t h e 660 setback? 

2 A I'm p r o b a b l y not q u a l i f i e d t o answer t h a t . 

3 Q Okay. You a l s o mentioned, I b e l i e v e , Mr. 

4 Compton, t h a t you're s e e k i n g t o p o o l from a depth o f 

5 2500 f e e t t o t h e base of t h e Bone Spring? 

6 A Yes, ma'am. 

7 Q I j u s t want t o make sure I u n d e r s t a n d t h a t 

8 because I b e l i e v e your a p p l i c a t i o n i s from t h e 

9 s u r f a c e t o t h e Bone S p r i n g . I s t h e r e some c o n f u s i o n 

10 t h e r e ? 

11 A Not t h a t I'm aware -- I w i l l l e t not 

12 t h a t I'm aware o f . 

13 Q Do you have an i n t e r e s t t h e n a l r e a d y from 

14 s u r f a c e t o 2500 f e e t ? 

15 A No, ma'am. Our farm - o u t from Devon i s 

16 from 2500 f e e t s u b s u r f a c e i n t h e n o r t h h a l f . 

17 Q Okay. And Mr. Compton, l e t me make sure I 

18 u n d e r s t a n d t h e n a t u r e o f your i n t e r e s t s . I n t h e west 

19 h a l f o f t h e southwest q u a r t e r , Cimarex does not 

20 c u r r e n t l y have an i n t e r e s t ? 

21 A No, we do n o t . 

22 Q Okay. And i f I u n d e r s t a n d c o r r e c t l y from 

23 your t e s t i m o n y , you have -- Cimarex has a far m - o u t 

24 from Devon f o r t h e n o r t h h a l f o f S e c t i o n 21? 

25 A C o r r e c t . 
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1 Q And i s t h a t t h e e n t i r e e x t e n t o f Cimarex' 

2 i n t e r e s t s i n S e c t i o n 21 a t t h i s time? 

3 A I t i s a t t h i s t i m e . 

4 Q And you have proposed a stand-up p r o j e c t 

5 area here i n t h e west h a l f o f t h e west h a l f ? 

6 A Yes, ma'am. 

7 Q Why not do a lay-down s i n c e you have t h a t 

8 f a r m - o u t i n t h e n o r t h h a l f ? 

9 A Again, t h a t would p r o b a b l y be b e t t e r 

10 answered by a g e o l o g i s t and e n g i n e e r s . 

11 Q Okay. F a i r enough. 

12 MS. MUNDS-DRY: That's a l l I have f o r 

13 Mr. Compton. Thank you. 

14 MR. BROOKS: Mr. Compton, I'm l o o k i n g 

15 a t your E x h i b i t Number 2. I want t o u n d e r s t a n d t h e 

16 s i t u a t i o n f u l l y because I d i d n ' t coming i n here. The 

17 area o u t l i n e d i n green i s t h e area you're t r y i n g t o 

18 f o r c e p o o l ; i s t h a t c o r r e c t ? 

19 THE WITNESS: Yes, s i r . 

20 MR. BROOKS: And t h a t ' s f o u r s p a c i n g 

21 u n i t s ? 

22 THE WITNESS: Yes, s i r . 

23 MR. BROOKS: And t h e two o f those 

24 t h a t are t h e n o r t h w e s t , n o r t h w e s t , and t h e southwest, 

25 n o r t h w e s t , are t h e o n l y ones i n which Cimarex owns an 
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1 i n t e r e s t ; i s t h a t c o r r e c t ? 

2 THE WITNESS: Yes, s i r . 

3 MR. BROOKS: And t h e o t h e r two 

4 s p a c i n g u n i t s t h a t are i n t h e sou t h h a l f o f S e c t i o n 

5 21, Cimarex owns no i n t e r e s t i n ? 

6 THE WITNESS: That i s c o r r e c t . 

7 MR. BROOKS: Now, u n d e r s t a n d i n g I 

8 suppose t h a t we -- you're not t h e man t o answer why 

9 from a t e c h n i c a l s t a n d p o i n t where you're d r i l l i n g 

10 t h i s w e l l i n t h i s p a r t i c u l a r --

11 THE WITNESS: That would be c o r r e c t . 

12 MR. BROOKS: But -- w e l l , I guess 

13 t h e n t h a t ' s r e a l l y a l l I had t o say, b u t when we were 

14 t a l k i n g about t h e q u e s t i o n o f t h e APD and your 

15 w i t h d r a w a l o f t h e APD, t h e r e was some l i t t l e 

16 c o n t r o v e r s y between Cimarex and Chesapeake over t h i s 

17 i s s u e , whether you can get an APD t o d r i l l i n t o a 

18 s p a c i n g u n i t t h a t you don't own any -- t o d r i l l 

19 l a t e r a l l y i n t o a sp a c i n g u n i t you don't own an 

20 i n t e r e s t i n ; i s t h a t not c o r r e c t ? 

21 THE WITNESS: I would have no 

22 knowledge o f any c o n t r o v e r s y between Cimarex and 

2 3 Chesapeake. 

24 MS. MUNDS-DRY: A c t u a l l y , COG and 

25 Chesapeake are i n t h a t c o n t r o v e r s y . I don't 
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1 b e l i e v e --

2 MR. BROOKS: Oh, Cimarex i s not 

3 i n v o l v e d i n i t ? 

4 MS. MUNDS-DRY: So you can l e t them 

5 o f f t h e hook. 

6 MR. BROOKS: W e l l , I get a l l o f these 

7 people w i t h t h e i r l a t e r a l w e l l s , t h e h o r i z o n t a l w e l l s 

8 mixed up. We've j u s t got a few h o r i z o n t a l f o l k s . 

9 MR. LARSON: Yeah, b u t we knew about 

10 t h a t . 

11 MR. BROOKS: Yeah, I suspected t h a t 

12 you knew about i t . I t seemed l i k e i t might have 

13 c r o s s e d your mind i n d e a l i n g w i t h t h i s . Okay. W e l l , 

14 I w i l l save t h e o t h e r q u e s t i o n s , t h e o t h e r p i e r c i n g 

15 q u e s t i o n s t h a t I have f o r t h e people t h a t have t h e 

16 r e l e v a n t knowledge. 

17 MR. EZEANYIM: Okay. A n y t h i n g 

18 f u r t h e r from you, Ms. Munds-Dry? 

19 MS. MUNDS-DRY: N o t h i n g f u r t h e r . 

20 MR. EZEANYIM: Okay. L e t ' s go back. 

21 MR. BROOKS: Oh, I'm s o r r y . I d i d 

22 have one o t h e r q u e s t i o n , Mr. Chairman. 

23 MR. EZEANYIM: Okay. 

24 MR. BROOKS: The i n t e r e s t s t h a t are 

25 o u t s t a n d i n g here, are th e y unleased m i n e r a l 
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1 i n t e r e s t s ? 

2 THE WITNESS: No, s i r , t h i s i s a l l 

3 HBP. 

4 MR. BROOKS: So a l l o f these people 

5 are w o r k i n g i n t e r e s t owners? 

6 THE WITNESS: Yes, s i r . 

7 MR. BROOKS: A l l t h e people l i s t e d on 

8 E x h i b i t 3 are w o r k i n g i n t e r e s t owners? 

9 THE WITNESS: Yes, s i r . 

10 MR. BROOKS: Okay. Thank you. 

11 That's a l l I have. 

12 MR. EZEANYIM: Okay. I want t o 

13 c l a r i f y something I t h i n k was b r o u g h t up by Ms. Ocean 

14 Munds-Dry. Go back t o t h a t E x h i b i t Number 2 t h a t t h e 

15 l e g a l examiner was a s k i n g you q u e s t i o n s , and l e t us 

16 t r y t o c l a r i f y what you guys want. Because f i r s t o f 

17 a l l , t h e r e i s n o t h i n g we can do u n t i l we u n d e r s t a n d 

18 what you want. 

19 F i r s t of a l l , you want t o p o o l 

20 n o r t h w e s t , n o r t h w e s t q u a r t e r on t h e v e r t i c a l w e l l , 

21 r i g h t ? You want t o p o o l t h e -- are you t h e person --

22 because you are t h e l a n d , you're t h e landman, I 

23 t h i n k . I can ask you t h a t q u e s t i o n u n l e s s your 

24 g e o l o g i s t -- I can have t h e q u e s t i o n f o r t h e 

25 g e o l o g i s t , b u t I t h i n k f o r l a n d , you s h o u l d know who 
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1 you are p o o l i n g . 

2 A c c o r d i n g t o your a p p l i c a t i o n number 

3 1, you s a i d you want t o p o o l t h e n o r t h w e s t q u a r t e r , 

4 n o r t h w e s t q u a r t e r o f S e c t i o n 21, okay? And t h a t 

5 means t h e v e r t i c a l w e l l , okay? Now, number 2, you 

6 want t o p o o l -- a c t u a l l y , number 1, you want t o p o o l 

7 from s u r f a c e t o t h e base o f t h e --

8 THE WITNESS: Bone S p r i n g . 

9 MR. EZEANYIM: -- yeah, t h a t Bone 

10 S p r i n g . To answer her q u e s t i o n i s on t h a t p a r t i c u l a r 

11 40 u n i t , 40 a c r e s , t h a t s u r f a c e l o c a t i o n o f t h e w e l l , 

12 on t h e v e r t i c a l w e l l , .you want t o p o o l t h a t 40 u n i t s ? 

13 I'm j u s t t e l l i n g you what you're a s k i n g me t o 

14 approve. You want us t o approve t h e compulsory 

15 p o o l i n g o f t h e n o r t h w e s t q u a r t e r , n o r t h w e s t q u a r t e r 

16 from t h e s u r f a c e t o t h e base o f t h e Bone S p r i n g . 

17 Then number 2, you want us t o p o o l 

18 t h e west h a l f , west h a l f o f t h a t s e c t i o n t o 5,000 

19 f e e t t o t h e base o f t h e Bone S p r i n g . That's t o 

20 answer your q u e s t i o n . The f o r c e d p o o l i n g on t h e 

21 n o r t h w e s t , n o r t h w e s t i s f o r t h e s u r f a c e t o t h e base 

22 o f t h e Bone S p r i n g s . The second west h a l f , west h a l f 

23 o f 160-acre i s t o t h e base o f t h e Bone S p r i n g s , and 

24 t h a t c r e a t e s some ownership i s s u e s t h a t we're g o i n g 

25 t o have t o r e s o l v e . 
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1 So as t h e i r l a n d person, you have 

2 n o t i f i e d everybody t h a t h o l d s i n t e r e s t i n t h a t 

3 n o r t h w e s t q u a r t e r , n o r t h w e s t q u a r t e r , t h a t -- I t h i n k 

4 40-acres I t h i n k i s U n i t D i s t h e n o r t h w e s t q u a r t e r , 

5 n o r t h w e s t q u a r t e r from t h e s u r f a c e t o t h e base o f t h e 

6 Bone S p r i n g s . You a l s o n o t i f i e d everybody from 2500 

7 f e e t t o t h e base o f t h e Bone S p r i n g s i n t h e west 

8 h a l f , west h a l f ? 

9 THE WITNESS: C o r r e c t . 

10 MR. EZEANYIM: You a l r e a d y have t o 

11 t e l l me where your t a r g e t , your p r i m a r y t a r g e t , your 

12 secondary t a r g e t i s i n r e l a t i o n t o t h e 2500 f e e t on 

13 t h a t west h a l f , west h a l f , and how many people we are 

14 p o o l i n g on t h e n o r t h w e s t q u a r t e r , n o r t h w e s t q u a r t e r . 

15 I s t h a t what you're asking? You're a s k i n g f o r t h a t ; 

16 i s t h a t t r u e ? I s t h a t what you're asking? 

17 MR. LARSON: I have a copy of t h e 

18 a p p l i c a t i o n . Can I show i t t o t h e w i t n e s s ? 

19 MR. EZEANYIM: Yes, show i t t o him 

20 because t h a t ' s where I got t h e i n f o r m a t i o n . 

21 MR. LARSON: E x a c t l y . 

22 THE WITNESS: That's c o r r e c t . 

23 MR. EZEANYIM: So you see what you're 

24 a s k i n g -- you're a s k i n g , ( i ) n o r t h w e s t q u a r t e r , 

25 n o r t h w e s t q u a r t e r , and ( i i ) you're a s k i n g f o r west 
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1 h a l f , west h a l f . The number ( i ) i s from t h e s u r f a c e 

2 t o t h e base o f t h e Bone S p r i n g s , and ( i i ) i s from 

3 2500 f e e t t o t h e Bone S p r i n g s . 

4 THE WITNESS: Yes, s i r . 

5 MR. EZEANYIM: So your g e o l o g i s t 

6 would be p r e p a r e d t o t e l l me what your p r i m a r y 

7 t a r g e t s a r e , what your secondary t a r g e t s a r e , so we 

8 know how t o decide because you're a s k i n g f o r two 

9 t h i n g s t h e r e , and t h e y are -- ownership i s d i f f e r e n t 

10 i n each case. Ownership i n t h e v e r t i c a l w e l l m i ght 

11 be d i f f e r e n t from t h e ownership i n t h e h o r i z o n t a l 

12 w e l l . So we need t o s o r t t h i s o ut t o be a b l e t o 

13 approach what you're a s k i n g . Do you see my p o i n t ? 

14 THE WITNESS: I see your p o i n t . 

15 MR. EZEANYIM: Okay. So on t h a t 

16 b a s i s , we th e n can c o n t i n u e because t h e next q u e s t i o n 

17 i s -- anyway, i t ' s c o n s i d e r e d APD. So t h a t ' s why I 

18 stopped f o r t h e l a n d person, and t h e next one may be 

19 g o i n g w i t h t h e g e o l o g i s t or t h e e n g i n e e r whenever 

20 t h e y come up. Based on my comments, do you have any 

21 o t h e r comments you want t o — b e f o r e we excuse t h i s 

22 w i t n e s s ? 

23 MS. MUNDS-DRY: No, s i r . 

24 MR. EZEANYIM: A n y t h i n g more? 

25 MR. BROOKS: I b e l i e v e n o t . Thank 
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1 you. 

2 MR. EZEANYIM: Okay. You may be 

3 excused. C a l l your next w i t n e s s , Mr. Larson. 

4 MR. LARSON: I c a l l Mr. Lee Ca t a l a n o . 

5 LEE CATALANO 

6 A f t e r h a v i n g been f i r s t d u l y sworn under o a t h , 

7 was q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

8 EXAMINATION 

9 BY MR. LARSON: 

10 Q Please s t a t e your f u l l name f o r t h e 

11 r e c o r d . 
/ 

12 A Lee Cat a l a n o . 

13 Q And where do you r e s i d e ? 

14 A M i d l a n d , Texas. 

15 Q And by whom are you employed and i n what 

16 c a p a c i t y ? 

17 A Cimarex Energy f o r t h e p a s t f o u r and a 

18 h a l f years as a s e n i o r g e o l o g i s t . 

19 Q And what e x p e r i e n c e do you have w i t h o i l 

20 and gas o p e r a t i o n s i n s o u t h e a s t e r n New Mexico? 

21 A I have been i n v o l v e d i n i t over 30 years 

22 now and e x c l u s i v e l y t h e l a s t f i v e years i n s o u t h e a s t 

23 New Mexico. 

24 Q And what e x p e r i e n c e do you have w i t h t h e 

25 d r i l l i n g o f h o r i z o n t a l w e l l s ? 
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1 A A l o t . That's b a s i c a l l y a l l we d r i l l now, 

2 and a l l I have been i n v o l v e d i n i n t h e l a s t two 

3 y e a r s . 

4 Q And are you f a m i l i a r w i t h t h e g e o l o g i c 

5 aspects o f Cimarex' a p p l i c a t i o n i n t h i s case? 

6 A Yes. 

7 Q And have you p r e v i o u s l y t e s t i f i e d i n a 

8 d i v i s i o n h e a r i n g ? 

9 A Yes, I have. 

10 Q And a t t h a t t i m e , were you q u a l i f i e d as an 

11 e x p e r t i n p e t r o l e u m geology? 

12 A Yes. 

13 MR. LARSON: Mr. Examiner, I move f o r 

14 Mr. Catalano's q u a l i f i c a t i o n as an e x p e r t i n 

15 p e t r o l e u m geology f o r purposes o f t h i s case. 

16 - MS. MUNDS-DRY: No o b j e c t i o n . 

17 MR. EZEANYIM: Mr. Catalano i s w e l l 

1 8 q u a 1 i f i e d . 

19 Q (By Mr. Larson) And d i d you have a hand i n 

20 Cimarex' a n a l y s i s o f t h e p r o g n o s i s f o r t h e proposed 

21 Penny P i n c h e r w e l l ? 

22 A Yes. 

23 Q I w i l l d i r e c t your a t t e n t i o n t o E x h i b i t 

24 Number 10. Could you i d e n t i f y t h a t , please? 

25 A Yes. This i s a -- j u s t a p r o d u c t i o n p l a t 
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1 showing t h e d i f f e r e n t p r o d u c i n g zones i n t h e area 

2 around t h e proposed Penny Pinch e r 21 #1, c o l o r coded 

3 t o s i g n i f y t h e d i f f e r e n t p r o d u c i n g i n t e r v a l s , one o f 

4 which i s t h e Bone S p r i n g . 

5 Q And d i d you p r e p a r e t h i s e x h i b i t ? 

6 A Yes. 

7 Q And I w i l l next d i r e c t your a t t e n t i o n t o 

8 E x h i b i t Number 11. Could you i d e n t i f y t h a t f o r the 

9 r e c o r d , please? 

10 A Yes. E x h i b i t Number 11 i s a s t r u c t u r e map 

11 on t h e t o p o f t h e second Bone S p r i n g sandstone, 

12 1 0 0 - f o o t c o n t o u r i n t e r v a l , and what i t shows i s a 

13 g e n e r a l d i p t o t h e s o u t h , s o u t h e a s t t h r o u g h t h e 

14 p r o s p e c t area. 

15 Q And d i d you a l s o p r e p a r e t h i s e x h i b i t ? 

16 A Yes, I d i d . 

17 Q I w i l l n e x t d i r e c t your a t t e n t i o n t o 

18 E x h i b i t Number 12. Did you p r e p a r e t h i s e x h i b i t ? 

19 A I d i d . 

20 Q Could you d e s c r i b e what t h i s e x h i b i t i s 

21 i n t e n d e d t o d e p i c t ? 

22 A Yes. F i r s t , I w i l l e x p l a i n how I made 

23 t h i s . T h i s i s a second Bone S p r i n g sandstone, net 

24 p o r o s i t y i s o p a c h map. I c o n t o u r e d a t 2 5 - f o o t 

25 i n t e r v a l s , and I used a 10 p e r c e n t d e n s i t y p o r o s i t y 
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1 c u t o f f t o c r e a t e t h i s map. The green c i r c l e s you see 

2 on t h e map are v e r t i c a l second Bone S p r i n g sand 

3 p r o d u c i n g w e l l s . The purpose o f t h i s map was t o 

4 d e t e r m i n e t h e t r e n d o f t h e r e s e r v o i r w i t h i n t h i s 

5 area. 

6 Q Okay. And you have i d e n t i f i e d t hese f o u r 

7 green areas, c i r c u l a r areas as o t h e r w e l l s ? 

8 A Yes, those are v e r t i c a l second Bone S p r i n g 

9 sand p r o d u c i n g w e l l s , which i s a t a r g e t f o r our 

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

11 Q Did you have o c c a s i o n t o r e v i e w w e l l data 

12 c o n c e r n i n g those f o u r w e l l s ? 

13 A Yes, p u b l i c d a t a . 

14 MR. EZEANYIM: Mr. Larson, j u s t a 

15 moment, p l e a s e . Go back t o E x h i b i t Number 11 or 

16 E x h i b i t Number 10. I t i s v e r y h a r d -- Number 10. 

17 What are you t r y i n g t o show on E x h i b i t Number 10? I 

18 see Penny Pi n c h e r p l u s a bunch of w e l l s . What are 

19 you t r y i n g t o i n d i c a t e t h e r e ? What i s t h e purpose o f 

20 t h a t e x h i b i t ? 

21 THE WITNESS: Of t h i s map, the 

22 purpose o f t h i s i s t o show t h e d i f f e r e n t p r o d u c i n g 

23 h o r i z o n s out here, one of which i s t h e Bone S p r i n g . 

24 And t h e r e ' s l i t t l e orange c i r c l e s on t h e map around 

25 t h e w e l l s . There's one up t o t h e n o r t h e a s t o f t h e 
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1 proposed w e l l . There's a w e l l a t S e c t i o n 20, a n o t h e r 

2 w e l l over i n S e c t i o n 17, and t h e n one down i n S e c t i o n 

3 27 . 

4 MR. EZEANYIM: Okay. I'm s o r r y . Go 

5 ahead. 

6 MR. LARSON: That's okay. 

7 Q (By Mr..Larson) And what i s t h e 

8 s i g n i f i c a n c e o f u s i n g a -- excuse me, I'm back on 

9 E x h i b i t Number 12. What i s t h e s i g n i f i c a n c e o f u s i n g 

10 a 10 p e r c e n t d e n s i t y p o r o s i t y c u t o f f ? 

11 A Based upon our e x p e r i e n c e , t h a t ' s t h e 

12 p o r o s i t y necessary t o be p r o d u c t i v e out here. 

13 Q I n t h e Bone S p r i n g f o r m a t i o n ? 

14 A I n t h e second Bone S p r i n g sand, yes. And 

15 I have -- t h e way the c o n t o u r s are on t h i s map, what 

16 i t shows -- what i t ' s meant t o show i s t h e t h i c k of 

17 t h e c h a n n e l . I t appears b e i n g t h e west h a l f , coming 

18 i n from t h e n o r t h w e s t , and comes t h r o u g h t h e west 

19 h a l f o f S e c t i o n 21 a l o n g t h e p a t h of t h e proposed 

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

21 Q And d i d t h a t i n f l u e n c e your 

22 d e c i s i o n - m a k i n g on d o i n g a n o r t h , s o u t h d i r e c t i o n f o r 

23 t h e h o r i z o n t a l w e l l ? 

24 A Yes. That's e x a c t l y why we proposed i t . 

25 Q I w i l l next d i r e c t your a t t e n t i o n t o 
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1 E x h i b i t Number 13. And d i d you a l s o p r e p a r e t h i s 

2 e x h i b i t ? 

3 A I d i d , yes. 

4 Q And can you d e s c r i b e what i t ' s i n t e n d e d t o 

5 d e p i c t ? 

6 A Th i s i s a s t r u c t u r a l c r o s s - s e c t i o n n o r t h 

7 t o so u t h t h r o u g h t h e proposed l o c a t i o n . There's a 

8 l i t t l e i n s e t map on t h e s o u t h e a s t c o r n e r o f t h e 

9 e x h i b i t t h e r e t h a t shows a l i n e o f t h e c r o s s - s e c t i o n , 

10 and t h e y were on t h e p r e v i o u s e x h i b i t s , a l s o . What 

11 i t does, i t ' s t i e d t o g e t h e r t h e nearby w e l l s t o where 

12 we're d r i l l i n g our w e l l , and I have i d e n t i f i e d t h e 

13 h o r i z o n t a l l a t e r a l t a r g e t zone by t h e green arrow on 

14 t h e c r o s s - s e c t i o n . 

15 Q And Mr. Catal a n o , i n your o p i n i o n , are a l l 

16 o f t h e f o u r 40-acre s p a c i n g s e c t i o n s t o be i n c l u d e d 

17 i n t h e proposed 160-acre p r o r a t i o n u n i t p r o s p e c t i v e 

18 i n t h e Bone S p r i n g f o r m a t i o n ? 

19 A Yes. I t h i n k t h e y are a l l e q u a l l y 

20 p r o s p e c t i v e . 

21 Q And i s t h a t o p i n i o n s u p p o r t e d by your 

22 c r o s s - s e c t i o n , which i s E x h i b i t Number 13? 

23 A The map, t h e i s o p a c h map a c t u a l l y i n 

24 c o n j u n c t i o n w i t h t h e c r o s s - s e c t i o n , yes. 

25 Q And i n your o p i n i o n , are t h e r e s e r v e s i n 
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1 each o f t h e 40-acre s p a c i n g u n i t s s u b s t a n t i a l l y 

2 s i m i 1 a r ? 

3 A I b e l i e v e t h e y w i l l be, and our en g i n e e r 

4 w i l l t e s t i f y about t h a t n e x t . 

5 Q And i n your o p i n i o n , w i l l t h e g r a n t i n g o f 

6 Cimarex' a p p l i c a t i o n serve t h e i n t e r e s t s o f 

7 c o n s e r v a t i o n and p r e v e n t i o n o f waste? 

8 A Yes. 

9 MR. LARSON: Pass t h e w i t n e s s a t t h i s 

I 0 t i m e . 

I I MR. EZEANYIM: Thank you, Mr. Larson. 

12 Ms. Munds-Dry? 

13 MS. MUNDS-DRY: Thank you. 

14 EXAMINATION 

15 BY MS. MUNDS-DRY: 

16 Q Mr. Catala n o , am I s a y i n g t h a t c o r r e c t l y ? 

17 A Yes. 

18 Q I have a d i f f i c u l t l a s t name so I want t o 

19 make sure I'm s a y i n g i t c o r r e c t l y . 

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

21 Q Were you i n v o l v e d i n d e t e r m i n i n g what t h e 

22 f o o t a g e o f t h e s u r f a c e l o c a t i o n s h o u l d be f o r t h e 

23 w e l l ? 

24 A A c t u a l l y , t h e bott o m h o l e , I was. The 

25 s u r f a c e h o l e , we a c q u i r e d t h e o r i g i n a l p e r m i t from 
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1 Marbob. They had p e r m i t t e d a v e r t i c a l Morrow w e l l 

2 t h e r e c a l l e d t h e Penny Pinc h e r 21 #1. 

3 Q I see. So t h a t would e x p l a i n t h e --

4 A So we u t i l i z e d t h a t s u r f a c e l o c a t i o n t o 

5 e l i m i n a t e t h a t p a r t o f t h e p e r m i t t i n g p r o c e s s . We 

6 knew t h a t was a good approved l o c a t i o n , yes. 

7 Q I f we c o u l d t u r n t o your E x h i b i t Number 

8 12, p l e a s e . I t appears here t h a t i n S e c t i o n 20 --

9 I'm not sure o f t h e w e l l name, b u t i t shows I t h i n k 

10 96 m i l l i o n b a r r e l s o f o i l ? 

11 A 96,000. 

12 Q 96,000 b a r r e l s o f o i l ? 

13 A Uh-huh. 

14 Q And t h e n here i n S e c t i o n 27, you a l s o 

15 d e p i c t a n o t h e r w e l l t h a t shows 56,000 b a r r e l s o f o i l ? 

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

17 Q And those appear t o -- o f t h e w e l l s you 

18 have i n d i c a t e d i n your map, t h e y appear t o be t h e 

19 b e s t p r o d u c e r s . Do you agree? 

20 A They have t h e b e s t cums f o r t h e v e r t i c a l 

21 w e l l . 

22 Q I a l s o note here t h a t you show -- t h e 

23 c o n t o u r s are 75 — t h e c o n t o u r s , you have one here 

24 t h a t covers e s s e n t i a l l y the west h a l f o f S e c t i o n 21? 

25 A Uh-huh. 
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1 Q And then you have a n o t h e r c o n t o u r i n t h e 

2 n o r t h e a s t q u a r t e r o f t h e s e c t i o n . I s t h a t what I'm 

3 se e i n g here? 

4 A Yes. 

5 Q So t h e same q u e s t i o n I had asked Mr. 

6 Compton, why not d r i l l a n o r t h h a l f , n o r t h h a l f w e l l ? 

7 A From our e x p e r i e n c e i n t h e area, these 

8 sands -- t h e o r i e n t a t i o n o f these channels coming o f f 

9 t h e s h e l f are b a s i c a l l y n o r t h t o s o u t h , and our 

10 o b j e c t i v e i s t o p l a c e our h o r i z o n t a l l a t e r a l i n t h e 

11 t h i c k e s t p o r t i o n o f t h e chan n e l s . And so g o i n g a l o n g 

12 t h a t d e p o s i t i o n a l s t r i k e o f t h e way t h i s i s c o n t o u r e d 

13 would be t h e b e s t way t o encounter t h e most pay. 

14 MS. MUNDS-DRY: Okay. Thank you. 

15 That's a l l t h e q u e s t i o n s I have. 

16 THE WITNESS: Thank you. 

17 MR. EZEANYIM: Questions? 

18 MR. BROOKS: Yes, I do have some 

19 q u e s t i o n s . Thank you. Mr. Larson asked you i f 

20 g r a n t i n g o f t h i s a p p l i c a t i o n would be i n t h e i n t e r e s t 

21 of p r e v e n t i o n o f waste, and I t h i n k we've g o t t e n 

22 accustomed t o t h a t b e i n g s o r t o f a rogue q u e s t i o n 

23 t h a t ' s asked i n OCD cases, b u t t h i s case i s a l i t t l e 

24 b i t d i f f e r e n t . And I would l i k e f o r you t o e x p l a i n 

25 s p e c i f i c a l l y why i f we s a i d , t h e OCD were t o say, 
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1 "You have t o c o n f i n e your w e l l t o your own acreage," 

2 acreage i n which you had an i n t e r e s t , and you 

3 c o u l d n ' t d r i l l down i n t o t h i s acreage t h a t you don't 

4 own, i n t h i s p a r t i c u l a r c o n t e x t , what o i l would be 

5 wasted and why? 

6 THE WITNESS: That's a good q u e s t i o n . 

7 My bes t guess i s t h a t the m a j o r i t y o f t h e r e s e r v e s 

8 are g o i n g t o be based upon t h e way I've got i t 

9 mapped. I t c o u l d be i n t h e west h a l f o f t h i s 

10 s e c t i o n . And two w e l l s p l a c e d i n t h a t west h a l f 

11 would p r o b a b l y produce more o i l t h a n d r i l l i n g e a s t , 

12 west, because o f t h e way I s a i d -- t a l k e d about g o i n g 

13 down t o t h e access of t h e d e p o s i t i o n a l c h a n n e l . 

14 MR. BROOKS: Now, i n t h i s f o r m a t i o n , 

15 does a w e l l have t o be a m i l e l o n g , or does t h e 

16 h o r i z o n t a l have t o be a m i l e l o n g t o be economic? 

17 THE WITNESS: You know, t h a t ' s a 

18 f u n c t i o n o f c o s t , a f u n c t i o n o f p r i c e . That's k i n d 

19 o f open-ended. I t may or may not be. 

20 MR. BROOKS: So you don't have an 

21 o p i n i o n as a p p l i e d t o t h i s s p e c i f i c s i t u a t i o n , i f you 

22 c o u l d d r i l l a w e l l t h a t was o n l y a h a l f m i l e l o n g i n 

23 t h e n o r t h h a l f ? 

24 THE WITNESS: What I would say i s 

25 t h a t a w e l l a m i l e l o n g would be much b e t t e r t h a n a 
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1 w e l l h a l f a m i l e l o n g . The more -- our e x p e r i e n c e i n 

2 t h e h o r i z o n t a l areas i s t h a t t h e more r e s e r v o i r you 

3 can c o n t a c t as you're d r i l l i n g t h e w e l l , t h e much 

4 b e t t e r w e l l . 

5 MR. BROOKS: Do you know -- do you 

6 have an o p i n i o n as t o whether or not Cimarex would 

7 d r i l l -- i f t h e y were c o n f i n e d t o t h e n o r t h h a l f , 

8 whether or not t h e y would d r i l l t h i s p r o s p e c t ? 

9 THE WITNESS: U l t i m a t e l y , p r o b a b l y . 

10 MR. BROOKS: Pro b a b l y would or 

11 wouldn't? 

12 THE WITNESS: We would have t o rank 

13 i t w i t h our o t h e r p r o s p e c t s t h a t we're d r i l l i n g , b u t 

14 q u i t e h o n e s t l y , we would p r o b a b l y d r i l l i t , a l t h o u g h 

15 we t h i n k i t would be a b e t t e r way o f d r i l l i n g i t 

16 n o r t h , s o u t h . 

17 MR. BROOKS: But you're not t e l l i n g 

18 us th e n t h a t you have t o have t h a t one m i l e l a t e r a l 

19 o r i t would be o i l l e f t t o the ground? I t would 

20 never be produced? 

21 THE WITNESS: I f i t ' s never d r i l l e d , 

22 i t won't be produced. 

23 MR. BROOKS: W e l l , I u n d e r s t a n d t h a t , 

24 b u t t h a t ' s n ot what you're t e l l i n g us, r i g h t ? You're 

25 t e l l i n g us t h a t i n a l l p r o b a b i l i t y , i t e v e n t u a l l y 
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1 would be? 

2 THE WITNESS: I don't know t h a t , b u t 

3 I t h i n k by d r i l l i n g t h i s h o r i z o n t a l w e l l t h i s 

4 d i r e c t i o n , i t w i l l be a much b e t t e r w e l l t h a n 

5 d r i l l i n g e a s t , west. 

6 MR. BROOKS: Thank you. I t h i n k 

7 t h a t ' s a l l I have. 

8 MR. EZEANYIM: Do you want t o make 

9 comment b e f o r e I --

10 MS. MUNDS-DRY: No. I was j u s t 

11 e a g e r l y w a i t i n g t h e answer. 

12 MR. EZEANYIM: Because I'm goi n g t o 

13 -- you know, t h a t ' s one o f my q u e s t i o n s I wanted t o 

14 ask. I t h i n k you've done an e x c e l l e n t j o b i n a s k i n g 

15 t h a t . We note i n t h e n o r t h h a l f , you have i n t e r e s t 

16 i n t h e n o r t h h a l f o f t h a t s e c t i o n , r i g h t ? 

17 THE WITNESS: C o r r e c t . 

18 MR. EZEANYIM: You have i n t e r e s t i n 

19 t h e n o r t h w e s t q u a r t e r and n o r t h e a s t q u a r t e r , c o r r e c t ? 

20 THE WITNESS: C o r r e c t , yes. 

21 MR. EZEANYIM: And th e n I t h i n k t h e 

22 opposing c o u n s e l s a i d , why, you know, or what she was 

23 a s k i n g you why not d r i l l from t h e west t o t h e east 

24 where you have i n t e r e s t , and you s a i d — your answer 

25 was t h a t i f you d r i l l n o r t h , s o u t h , you get more 
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1 r e s u l t t h a n i f you d r i l l n o r t h e a s t -- I mean, west, 

2 e a s t , r i g h t ? 

3 THE WITNESS: That would be my b e s t 

4 guess, yes. 

5 MR. EZEANYIM: Okay. 

6 THE WITNESS: My b e s t e s t i m a t e . 

7 MR. EZEANYIM: Okay. And I want t o 

8 e x p l o r e t h e q u e s t i o n and get your answer on t h e 

9 r e c o r d . Could you d r i l l a west, east w e l l ? Can you 

10 do t h a t and be p r o f i t a b l e ? Do you know t h a t , or i s 

11 t h e r e anybody t h a t can answer t h a t q u e s t i o n ? I don't 

12 know --

13 THE WITNESS: I t h i n k our e n g i n e e r 

14 when he gets up, he i s g o i n g t o t a l k more about t h e 

15 a c t u a l r e s e r v e s and whatnot we expect t o enc o u n t e r . 

16 MR. EZEANYIM: Okay. I t h i n k we are 

17 on t h e same b o a t , b u t we want t o make sure we 

18 don't -- you know, e a s t , west, i f t h a t ' s what you are 

19 d o i n g . But we are g o i n g t o do i t e q u i t a b l y , you 

20 know, and t h a t i s t h e purpose o f your q u e s t i o n s . 

21 MR. BROOKS: E x a c t l y . 

22 MR. EZEANYIM: Yeah. So anyway, 

23 f i r s t o f a l l , how d i d you come up w i t h t h i s name 

24 Penny Pincher? 

25 THE WITNESS: That i s a Marbob name. 
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1 I don't know. You have t o ask -- a g a i n , we a c q u i r e d 

2 t h a t -- t h e y a s s i g n e d t h a t p e r m i t t o us. 

3 MR. EZEANYIM: Okay. I know i t ' s 

4 v e r y , v e r y i n t e r e s t i n g how you come up w i t h names. I 

5 hope you make a whole l o t o f money i n s t e a d o f 

6 p i n c h i n g p e n n i e s . Okay. Are you g o i n g t o t e l l me 

7 about -- are you t h e person g o i n g t o t e l l me about 

8 t h e p r o d u c t i o n t a r g e t s you are t r y i n g t o t a r g e t i n 

9 t h i s compulsory p o o l i n g ? Or i s t h e r e anybody here 

10 who i s g o i n g t o answer t h a t q u e s t i o n ? 

11 For example, i f I l o o k a t t h e lands 

12 you are t r y i n g t o p o o l -- I t r i e d t o ask your 

13 landman, b u t I t h i n k I may ask t h e g e o l o g i s t . Maybe 

14 you would know b e t t e r . You are p o o l i n g two d i f f e r e n t 

15 u n i t s l i k e I mentioned. I f you go back t o t h a t 

16 E x h i b i t Number 2 where you have t h a t west h a l f , west 

17 h a l f ? 

18 THE WITNESS: Yes. 

19 MR. EZEANYIM: Because t h i s i s t h e 

20 c r u x o f t h e m a t t e r . I f you l o o k a t t h a t west h a l f , 

21 west h a l f , i t makes 1,000 b a r r e l s -- each o f them 

22 makes 1,000 b a r r e l s . For t h a t n o r t h w e s t h a l f , 

23 n o r t h w e s t h a l f , you are p o o l i n g from t h e s u r f a c e t o 

24 t h e base o f t h e Bone Sp r i n g s on t h e v e r t i c a l w e l l , 

25 r i g h t ? 
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1 THE WITNESS: I t h i n k what t h a t 

2 s h o u l d have read was from 2500 f e e t . 

3 MR. EZEANYIM: For b o t h o f them? 

4 THE WITNESS: Yes, because we don't 

5 have an i n t e r e s t i n t h e s h a l e , and I'm not t h e l a n d 

6 guy. My u n d e r s t a n d i n g i s t h a t t h a t ' s what i t s h o u l d 

7 be i f t h a t would c l e a r t h a t up. 

8 MR. EZEANYIM: Okay. So you are 

9 t e l l i n g us t o p o o l b o t h u n i t s from 2500 down t o the 

10 Bone Springs? 

11 THE WITNESS: Yes. 

12 MR. EZEANYIM: Okay. Not from t h e 

13 s u r f a c e , okay. Then what are your p r i m a r y t a r g e t ? 

14 Your p r i m a r y t a r g e t i s t h e Bone Sp r i n g s I assume? 

15 THE WITNESS: Yes. 

16 MR. EZEANYIM: What are your 

17 secondary t a r g e t s ? 

18 THE WITNESS: I n t h a t area, t h e 

19 Delaware sand c o u l d be p r o s p e c t i v e a l s o . 

20 MR. EZEANYIM: And you know t h a t 

21 Delaware sand may be p r o s p e c t i v e . They are not g o i n g 

22 t o be i n c l u d e d i n t h e Bone S p r i n g s . So t h e l a s t year 

23 o f ownership now on t h e v e r t i c a l w e l l and t h e 

24 Delaware sands and on t h e h o r i z o n t a l w e l l o f t h e Bone 

25 S p r i n g s , r i g h t ? That would be t h e l a s t year o f 
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1 ownership, r i g h t , on t h e Bone Spri n g s ? 

2 THE WITNESS: I'm not sure how t h a t 

3 would be set up, i f by p o o l i n g t h e i n t e r e s t s would be 

4 spread e q u a l l y f o r t h e v e r t i c a l and t h e h o r i z o n t a l or 

5 f o r what. 

6 MR. EZEANYIM: I'm j u s t t r y i n g t o 

7 u n d e r s t a n d why you want t o p o o l t h e n o r t h w e s t h a l f , 

8 n o r t h w e s t h a l f . I want somebody t o e x p l a i n t o me why 

9 you want t o do t h a t . 

10 THE WITNESS: I wasn't i n v o l v e d i n 

11 a l l o f t h e s t u f f l e a d i n g up t o t h a t , so I don't know. 

12 MR. EZEANYIM: Are you w i t h d r a w i n g 

13 t h e a p p l i c a t i o n t o p o o l t h e n o r t h w e s t h a l f , n o r t h w e s t 

14 h a l f ? Because i f you wi t h d r a w t h a t , we can l o o k a t 

15 your h o r i z o n t a l w e l l , you know, b u t I want t o get t h e 

16 i n f o r m a t i o n on t h e n o r t h w e s t h a l f , n o r t h w e s t h a l f . 

17 You know, t h i s i s a c o n t e s t e d case. I wanted t o make 

18 sure we u n d e r s t a n d what we're d o i n g . 

19 THE WITNESS: I can' t answer t h a t 

2 0 que s t i o n . 

21 MR. BROOKS: You're r e f e r r i n g t o t h e 

22 n o r t h w e s t q u a r t e r , n o r t h w e s t q u a r t e r ? 

23 MR. EZEANYIM: Yeah, yeah. 

24 MR. BROOKS: You're t a l k i n g about t h e 

25 n o r t h w e s t h a l f , and t h e y ' r e t h i n k i n g about Texas. 
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1 MR. EZEANYIM: I'm s o r r y . I'm 

2 t a l k i n g about f o r t h e r e c o r d t h e n o r t h w e s t q u a r t e r , 

3 n o r t h w e s t q u a r t e r . I'm s o r r y . I am t a l k i n g about 

4 t h a t . So I want someone t o t e l l me why you want t o 

5 p o o l t h a t 40-acre u n i t . 

6 MR. LARSON: Mr. Examiner, I t h i n k I 

7 can huddle w i t h my team and be a b l e t o answer t h a t i f 

8 you c o u l d j u s t g i v e me a minute or two o f f t h e 

9 r e c o r d . 

10 MR. EZEANYIM: How l o n g i s i t g o i n g 

11 t o t a k e you? 

12 MR. LARSON: J u s t a minute or two. 

13 MR. EZEANYIM: Okay. L e t ' s g i v e you 

14 a t l e a s t t h r e e minutes t o -- somebody t e l l me what i s 

15 happening w i t h t h a t . 

16 MR. LARSON: Sure. J u s t a couple o f 

17 m i n u t e s . Any o b j e c t i o n ? 

18 MS. MUNDS-DRY: No o b j e c t i o n . 

19 (A recess was taken.) 

20 MR. EZEANYIM: Now, l e t ' s go back 

21 i n t o t h e r e c o r d , and then my e a r l i e r q u e s t i o n was I 

22 want t o hear from t h e a p p l i c a n t why t h e y want t o p o o l 

23 t h e n o r t h w e s t q u a r t e r , n o r t h w e s t q u a r t e r , t h a t 

24 40-acre u n i t on t h e v e r t i c a l p a t h of t h e w e l l , you 

25 know, from now, which I change from 2500 f e e t . 
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1 MR. LARSON: Mr. Examiner, are you 

2 l o o k i n g a t t h e a p p l i c a t i o n ? 

3 MR. EZEANYIM: I'm n o t l o o k i n g a t t h e 

4 a p p l i c a t i o n . I j u s t asked t h a t from your 

5 a p p l i c a t i o n . You have d i f f e r e n t t h i n g t o t e l l me? 

6 MR. LARSON: Ju s t f o r t h e r e c o r d , I 

7 am r e f e r r i n g t o page 2 o f t h e a p p l i c a t i o n under t h e 

8 r e q u e s t f o r r e l i e f w h e r e f o r e a p p l i c a n t r e q u e s t s , and 

9 under p a r a g r a p h B ( i ) i t i s a s k i n g f o r p o o l i n g a l l 

10 m i n e r a l i n t e r e s t s i n t h e n o r t h w e s t , n o r t h w e s t q u a r t e r 

11 o f S e c t i o n 2 1 . We now w i t h d r a w t h a t from our 

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

13 MR. EZEANYIM: Okay. So you are 

14 not -- you don't want us t o g r a n t you a compulsory 

15 p o o l i n g o r d e r on t h e n o r t h w e s t q u a r t e r , n o r t h w e s t 

16 q u a r t e r o f t h a t s e c t i o n ? 

17 MR. LARSON: From t h e s u r f a c e --

18 MR. EZEANYIM: So you --

19 MR. LARSON: up t o 2500 f e e t . 

20 MR. EZEANYIM: Okay. Now, so what 

21 you're a s k i n g now as t h e r e c o r d w i l l r e f l e c t i s j u s t 

22 t h e west h a l f , west h a l f of t h a t s e c t i o n on t h e 

23 h o r i z o n t a l w e l l ? 

24 MR. LARSON: That's c o r r e c t . 

25 2500 f e e t t o t h e base o f t h e Bone S p r i n g f o r m a t i o n . 
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1 MR. EZEANYIM: On t h e h o r i z o n t a l 

2 w e l l ? 

3 MR. LARSON: Yes, e x a c t l y . 

4 MR. BROOKS: I missed -- I assume you 

5 asked because you s a i d you were g o i n g t o , b u t I 

6 missed t h e q u e s t i o n so I w i l l ask t h e w i t n e s s a g a i n . 

7 I s t h e r e a p r o s p e c t i v e f o r m a t i o n between 2500 and t h e 

8 t o p o f t h e Bone Sp r i n g s t h a t i s o f any i n t e r e s t t o 

9 t h i s w e l l and t h i s l o c a t i o n ? 

10 THE WITNESS: I haven't mapped up a 

11 p r o s p e c t , b u t I know t h e r e ' s Delaware sands t h a t 

12 produce nearby i n a w e l l or two. N o t h i n g economical. 

13 MR. BROOKS: Okay. So you're r e a l l y 

14 o n l y i n t e r e s t e d i n t h e Bone S p r i n g s a t t h i s p o i n t ? 

15 THE WITNESS: Yes. 

16 MR. BROOKS: And i f we were t o l i m i t 

17 t h i s o r d e r t o t h e west h a l f of t h e west h a l f o f t h e 

18 s e c t i o n i n t h e Bone Sp r i n g s f o r m a t i o n o n l y , t h a t 

19 w o u l d n ' t r e a l l y o f f e n d you? 

20 THE WITNESS: No. No, s i r . 

21 MR. EZEANYIM: That w i l l make my work 

22 e a s i e r now because I have been s t r u g g l i n g w i t h t h a t 

23 n o r t h w e s t q u a r t e r , n o r t h w e s t q u a r t e r , and i t was 

24 h e l p f u l t o ask you about t h a t , so I am g l a d , you 

25 know, we do i t u n l e s s you r e a l l y want i t . I f you 
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1 want i t , t e l l me why you want i t , b u t now you 

2 w i t h d r a w i t , t h a t ' s v e r y good. You know, I mean, we 

3 can t h e n l o o k a t t h e west h a l f , west h a l f and t h e 

4 c o n s i d e r a t i o n and maybe t h a t w i l l l i g h t e n t h e l o a d on 

5 t h e opposing p a r t i e s , I don't know, b u t we proceed. 

6 Where are we now? Now, we know what 

7 we are p o o l i n g now, west h a l f , west h a l f o f t h a t --

8 what s e c t i o n i s t h i s ? S e c t i o n --

9 THE WITNESS: Twenty-one. 

10 MR. EZEANYIM: S e c t i o n 21, yeah, 

11 okay. So now you answered t h a t q u e s t i o n . The o n l y 

12 p r i m a r y t a r g e t you have i s t h e Bone S p r i n g s . There 

13 i s no o t h e r t a r g e t above Bone Sp r i n g s you're 

14 i n t e r e s t e d ? You're not i n t e r e s t e d i n any o t h e r 

15 t a r g e t except t h e Bone Springs? 

16 THE WITNESS: C o r r e c t . 

17 MR. EZEANYIM: Okay. E x c e l l e n t . So 

18 I am g o i n g t o c a n c e l t h i s one and don't l o o k a t t h i s 

19 one. Let me t r y t o see i f I can get your a c t u a l 

20 l o c a t i o n o f — t h e s u r f a c e i s l o c a t e d — I don't 

21 know. Do you have i t i n your a p p l i c a t i o n ? Do you 

22 know t h e s u r f a c e l o c a t i o n ? 

23 THE WITNESS: I don't r e c a l l t h e 

24 exa c t l o c a t i o n o f f h a n d . I can l o o k on -- i t ' s on t h e 

25 AFE, I b e l i e v e . 
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1 MR. EZEANYIM: I t ' s not here. I need 

2 t o have — you s a i d i t was g o i n g t o — I need t o have 

3 t h e s u r f a c e l o c a t i o n . I need t o know t h e e n t r y p o i n t 

4 and t h e bo t t o m h o l e l o c a t i o n . 

5 THE WITNESS: I t ' s on here. I w i l l 

6 f i n d i t . 

7 MR. LARSON: I t w i l l be on t h e AFE, I 

8 t h i n k . E x h i b i t 5. 

9 THE WITNESS: I t i s i n E x h i b i t 5. 

10 MR. EZEANYIM: I t i s i n t h e r e ? Both 

11 t h e l o c a t i o n ? 

12 MR. SCOTT: Al s o on t h e bott o m o f 

13 E x h i b i t 1. 

14 THE WITNESS: The s u r f a c e h o l e 

15 l o c a t i o n i s 660 from t h e n o r t h , 990 from t h e west. 

16 And t h e bo t t o m h o l e l o c a t i o n i s 330 from t h e sou t h 

17 and 330 from t h e west. 

18 MR. EZEANYIM: Yeah, I need t h e e n t r y 

19 p o i n t . 

20 THE WITNESS: An e n t r y p o i n t ? Okay. 

21 MR. EZEANYIM: I s t h e e n t r y p o i n t t o p 

22 o f t h e l o c a t i o n ? 

23 THE WITNESS: I t w i l l be a l e g a l -- I 

24 mean, b o t h t h e s u r f a c e and t h e bottom h o l e are l e g a l . 

25 MR. EZEANYIM: I u n d e r s t a n d , I 
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1 u n d e r s t a n d , b u t what I need t o know what p o i n t i t i s . 

2 What p o i n t does i t p e n e t r a t e t h e t o p o f t h e Bone 

3 Sp r i n g s ? I s t h a t v e r t i c a l w e l l g o i n g t o be 

4 d e t e r m i n e d a t 660 and 990? I mean, I don't know, 

5 because t h i s way, you read these w e l l s . Your s u r f a c e 

6 l o c a t i o n may be d i f f e r e n t from your e n t r y p o i n t , so I 

7 needed t o know where the e n t r y p o i n t -- do you have a 

8 p l a t t o show me what t h e p r o d u c i n g area i s ? 

9 THE WITNESS: When our e n g i n e e r 

10 t e s t i f i e s , we have a d i r e c t i o n a l p l a n as one o f our 

11 e x h i b i t s t h a t w i l l show a l l of t h a t . 

12 MR. EZEANYIM: Okay. E x c e l l e n t . We 

13 w i l l get t h a t t h e n . Okay. Very good. I am g o i n g t o 

14 have t o r e c a l l somebody, b u t go ahead. Mr. Larson, I 

15 don't know, because t h i s was compulsory p o o l i n g , I 

16 know your landman, I needed t o ask q u e s t i o n s on 

17 t h e -- maybe t h e l e g a l -- on t h e n o t i c e r e q u i r e m e n t s , 

18 what are your newspaper a d v e r t i s e m e n t s , whether we 

19 need t h e escrow f o r a l l o f t h i s . I don't know. 

20 I s h a l l ask t h a t q u e s t i o n o f t h e 

21 landman, or can I ask t h e q u e s t i o n t o him about t h i s ? 

22 Can you answer t h e q u e s t i o n s on t h e n o t i c e 

23 r e q u i r e m e n t s and whether you d i d a l l o f those due 

24 processes? 

25 MR. LARSON: I c a n ' t answer t h a t 
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1 que s t i o n . 

2 MR. EZEANYIM: Who can answer t h a t 

3 q u e s t i o n ? 

4 MR. LARSON: Our l a n d guy. 

5 MR. EZEANYIM: Okay. Maybe he w i l l 

6 be r e c a l l e d l a t e r , b u t l e t ' s hear from t h e e n g i n e e r . 

7 MR. LARSON: I would be g l a d t o b r i n g 

8 Mr. Compton back up. 

9 MR. EZEANYIM: Okay. But l e t ' s hear 

10 from t h e en g i n e e r f i r s t . 

11 MS. MUNDS-DRY: Mr. Ezeanyim, I have 

12 j u s t a few f o l l o w - u p q u e s t i o n s , and I a l s o have a few 

13 q u e s t i o n s from C h a p a r r a l s i n c e Mr. Carr had t o le a v e 

14 f o r h i s o t h e r m e e t i n g . 

15 MR. EZEANYIM: Okay. Very good. Go 

1 6 ahead. 

17 MS. MUNDS-DRY: I w i l l t r y t o 

18 s e p a r a t e these so you un d e r s t a n d t h e d i f f e r e n t 

19 q u e s t i o n s , where t h e y are coming from. 

20 EXAMINATION 

21 BY MR. MUNDS-DRY: 

22 Q Mr. Catala n o , I t h i n k you t a l k e d about 

23 t h i s and t h i s k i n d o f f o l l o w s up on what Mr. Brooks 

24 and Mr. Ezeanyim were a s k i n g you. How many 

25 h o r i z o n t a l w e l l s has Cimarex d r i l l e d i n t h e Bone 
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1 S p r i n g i n t h i s area? 

2 A About seven. 

3 Q Seven? 

4 A Uh-huh. 

5 Q And how many of them have run i n a n o r t h , 

6 s o u t h d i r e c t i o n ? 

7 A Three t h a t I can r e c a l l . 

8 Q And t h e n t h e r e s t o f them ran i n an e a s t , 

9 west d i r e c t i o n ? 

10 A Uh-huh. 

11 MR. LARSON: Mr. C a t a l a n o , you have 

12 t o do a v e r b a l yes or no f o r t h e c o u r t r e p o r t e r . 

13 A Yes. S o r r y . 

14 Q (By Ms. Munds-Dry) And -- okay. Thank you. 

15 That h e l p s me f o l l o w up on t h a t q u e s t i o n . Let me 

16 t u r n t o these q u e s t i o n s from C h a p a r r a l . You 

17 u n d e r s t a n d t h a t C h a p a r r a l i s an o f f s e t owner? I 

18 b e l i e v e t h e y are i n S e c t i o n 20. 

19 A That i s my u n d e r s t a n d i n g . 

20 Q And you p r e v i o u s l y t e s t i f i e d t h a t you w i l l 

21 be a t a s t a n d a r d l o c a t i o n . I n f a c t , you w i l l be even 

22 more s e t back because you're a t a gas l o c a t i o n 

23 e s s e n t i a l l y ? 

24 A C o r r e c t . 

25 Q For your s u r f a c e l o c a t i o n ? 
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1 A C o r r e c t . 

2 Q And your b o t t o m h o l e l o c a t i o n ; i s t h a t 

3 c o r r e c t ? 

4 A Yeah, t h e y are 330 o f f t h e southwest 

5 c o r n e r . 

6 Q So you don't expect t h a t you would be 

7 d r a i n i n g C h a p a r r a l i n the o f f s e t t i n g , do you? 

8 ' A No. 

9 Q So Cimarex b e i n g a t a s t a n d a r d s e t b a c k 

10 doesn't g a i n any advantage on C h a p a r r a l , c o r r e c t , 

11 b e i n g i n t h e o f f s e t ? 

12 A No, huh. 

13 Q Would Cimarex then have any o b j e c t i o n t o a 

14 h o r i z o n t a l w e l l b e i n g d r i l l e d i n t h e same manner from 

15 t h e s t a n d a r d setback from C h a p a r r a l i n t h e o f f s e t t i n g 

16 acreage? 

17 A As l o n g as i t ' s a l e g a l l o c a t i o n l i k e 

1 8 o u r s , s u r e . 

19 MS. MUNDS-DRY: Okay. Thank you. 

20 That's a l l t h e q u e s t i o n s I have. Thank you, 

21 Mr. Examiner, f o r i n d u l g i n g me t h e r e . I had t o wear 

22 two d i f f e r e n t h a t s . 

23 MR. EZEANYIM: Okay. Thank you. 

24 A n y t h i n g f u r t h e r ? 

25 MR. LARSON: I have n o t h i n g f u r t h e r 
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1 a t t h i s t i m e f o r Mr. Catal a n o . 

2 MR. BROOKS: N o t h i n g f u r t h e r f o r t h i s 

3 w i t n e s s. 

4 MR. EZEANYIM: Thank you. You may 

5 s t e p down t h e n . 

6 THE WITNESS: Thank you. 

7 MR. EZEANYIM: C a l l your next 

8 w i t n e s s. 

9 MICHAEL SWAIN 

10 A f t e r h a v i n g been f i r s t d u l y sworn under o a t h , 

11 was q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

12 EXAMINATION 

13 BY MR. LARSON: 

14 Q S i r , c o u l d you pl e a s e s t a t e your f u l l name 

15 f o r t h e r e c o r d ? 

16 A M i c h a e l Swain. 

17 Q And where do you r e s i d e , Mr. Swain? 

18 A M i d l a n d , Texas. 

19 Q And you're a l s o employed by Cimarex? 

20 A Yes, as a s e n i o r r e s e r v o i r e n g i n e e r . 

21 Q And do you have e x p e r i e n c e w i t h o i l and 

22 gas o p e r a t i o n s i n s o u t h e a s t e r n New Mexico? 

23 A Yes, s i r . For t h e l a s t two ye a r s , I've 

24 worked e x c l u s i v e l y i n s o u t h e a s t New Mexico. 

25 Q I n your r o l e as an en g i n e e r ? 
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1 A Yes. 

2 Q And do you have any p e r s o n a l e x p e r i e n c e 

3 w i t h t h e d r i l l i n g o f h o r i z o n t a l w e l l s i n t h i s area o f 

4 New Mexico? 

5 A Yes, s i r . I n the- past two y e a r s , I have 

6 been i n v o l v e d w i t h 35 d i f f e r e n t h o r i z o n t a l s i n 

7 s o u t h e a s t New Mexico. 

8 Q And d i d you have a r o l e i n p r e p a r i n g 

9 Cimarex' a p p l i c a t i o n t h a t i s t h e s u b j e c t o f t h i s 

10 h e a r i n g ? 

11 A Yes. 

12 Q Have you p r e v i o u s l y t e s t i f i e d b e f o r e t h e 

13 d i v i s i o n ? 

14 A Yes, I have. 

15 Q And were you q u a l i f i e d as an e x p e r t i n 

16 p e t r o l e u m e n g i n e e r i n g ? 

17 A Yes, I was. 

18 MR. LARSON: Mr. Examiner, I move 

19 t h a t Mr. Swain be q u a l i f i e d as an e x p e r t i n p e t r o l e u m 

20 e n g i n e e r i n g f o r purposes o f t h i s h e a r i n g . 

21 MS. MUNDS-DRY: No o b j e c t i o n . 

22 MR. EZEANYIM: What i s your name? 

23 THE WITNESS: M i c h a e l Swain. 

24 MR. EZEANYIM: M i c h a e l Swain, okay. 

25 Do you have a degree i n p e t r o l e u m e n g i n e e r i n g ? 
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1 THE WITNESS: No, s i r , I do n o t . 

2 MR. EZEANYIM: What i s your degree 

3 i n ? 

4 THE WITNESS: A c t u a l l y , I don't have 

5 a degree i n p e t r o l e u m e n g i n e e r i n g . I don't have a 

6 degree. 

7 MR. EZEANYIM: No ch e m i c a l 

8 e n g i n e e r i n g ? 

9 THE WITNESS: No, I went t o p e t r o l e u m 

10 e n g i n e e r i n g , and I was a semester s h o r t o f g e t t i n g my 

11 degree. I was f o r c e d t o leav e c o l l e g e , and I have 

12 been w o r k i n g as an en g i n e e r s i n c e c o l l e g e . Worked 

13 f o r f i v e years f o r SDE Energy as an e n g i n e e r , and I 

14 have worked f o r Cimarex f o r t h e l a s t f i v e years as a 

15 s e n i o r r e s e r v o i r e n g i n e e r . 

16 MR. EZEANYIM: You d i d t h a t w i t h o u t a 

17 degree? 

18 THE WITNESS: Yes, s i r . 

19 MR. EZEANYIM: Okay. And you've been 

20 w o r k i n g f o r f i v e , s i x years? 

21 THE WITNESS: Ten years i n t o t a l . 

22 MR. EZEANYIM: Okay. And you are 

23 w o r k i n g , what do you do as a r e s e r v o i r e n gineer? 

24 THE WITNESS: P l a n n i n g o f h o r i z o n t a l 

25 w e l l s , a s s i g n i n g r e s e r v e s , p l a n n i n g t h e d r i l l i n g 
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1 c o m p l e t i o n s o f a l l t h e w e l l s we have, and economics 

2 o f a l l t h e w e l l s we d r i l l . 

3 MR. EZEANYIM: So you j u s t l e a r n e d on 

4 t h e job? 

5 THE WITNESS: Yes, s i r , sure have. 

6 MR. EZEANYIM: Okay. W e l l , anyway, I 

7 t h i n k Mr. Swain i s q u a l i f i e d t o t e s t i f y . Okay. 

8 L e t ' s go ahead. 

9 MR. LARSON: Thank you, Mr. Examiner. 

10 Q (By Mr. Larson) You heard Mr. Catalano's 

11 t e s t i m o n y t h a t a l l f o u r o f t h e 40-acre s p a c i n g u n i t s 

12 i n t h e west h a l f , west h a l f o f S e c t i o n 21 are 

13 p r o s p e c t i v e i n t h e Bone S p r i n g f o r m a t i o n ? 

14 A Yes, s i r . 

15 Q You do you agree w i t h t h a t t e s t i m o n y ? 

16 A Yes, I do. 

17 Q Why do you agree? 

18 A Because o f t h e way i t i s mapped, a l l 

19 40 acres have ample q u a n t i t i e s o f r e s e r v o i r r o c k t h a t 

20 are capable o f p r o d u c i n g o i l and gas. 

21 Q I w i l l d i r e c t your a t t e n t i o n t o E x h i b i t 

22 Number 14. 

23 MR. EZEANYIM: Which e x h i b i t are you 

24 t a l k i n g about? Number 14? 

25 MR. LARSON: Number 14. 
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1 MR. EZEANYIM: Okay. 

2 Q (By Mr. Larson) And d i d you p r e p a r e t h i s 

3 e x h i b i t , Mr. Swain? 

4 A Yes, s i r , I d i d . 

5 Q And why d i d you g e n e r a t e t h i s data t h a t 

6 appears on E x h i b i t 14? 

7 A To c a l c u l a t e t h e r e c o v e r y f o r a 40-acre 

8 t r a c t on t h e west h a l f , west h a l f o f S e c t i o n 21. 

9 Q Was t h i s c a l c u l a t i o n done b e f o r e you --

10 Cimarex s u b m i t t e d i t s a p p l i c a t i o n ? 

11 A Yes. T h i s i s a s t a n d a r d t y p e v o l u m e t r i c 

12 spreadsheet t h a t we run b e f o r e we d r i l l any 

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

14 Q And based on your c a l c u l a t i o n s , how many 

15 b a r r e l s has Cimarex r e c o v e r e d i n each 40-acre s p a c i n g 

16 u n i t ? 

17 A 71,000 b a r r e l s . 

18 Q I w i l l r e f e r you now t o E x h i b i t Number 2, 

19 which s h o u l d be i n t h a t s t a c k t h e r e . 

20 A Yes. 

21 Q And Mr. Compton t e s t i f i e d t h a t b o t h you 

22 and Mr. C a t a l a n o had a hand i n c r e a t i n g t h i s e x h i b i t . 

23 A Y e s , s i r . 

24 Q What p a r t o f i t d i d you c r e a t e ? 

25 A I p u t t h e green boxes b a s i c a l l y w i t h t h e 
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1 71,000 b a r r e l s l a b e l e d on i t on t h e west h a l f , west 

2 h a l f . 

3 Q And what i s t h e s i g n i f i c a n c e of t h e number 

4 71? 

5 A That i s t h e r e c o v e r a b l e r e s e r v e s per 

6 40-acre t h a t we are g o i n g t o f i n d i n t h i s area on 

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

8 Q And i n your o p i n i o n , are t h e r e any 

9 s i g n i f i c a n t d i f f e r e n c e s i n r e s e r v o i r q u a l i t y — 

10 A No, s i r . 

11 Q -- i n any -- l e t me f i n i s h -- i n any o f 

12 t h e 40-acre s p a c i n g u n i t s ? 

13 A No, s i r . 

14 Q And I w i l l r e f e r you now t o E x h i b i t 5, 

15 which i s t h e AFE. Do you have i t i n f r o n t of you 

16 now? 

17 A Y e s , s i r . 

18 Q And d i d you have a hand i n t h e p r e p a r a t i o n 

19 o f t h e AFE? 

20 A Yes, I d i d . 

21 Q And d i d you c a l c u l a t e t h e w e l l c o s t s ? 

22 A No. That was c a l c u l a t e d by a n o t h e r 

23 e n g i n e e r , Mark A u d i s . 

24 Q And based on your e x p e r i e n c e w i t h these 

25 t y p e s o f w e l l s i n New Mexico and i n your p r o f e s s i o n a l 
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1 e x p e r i e n c e , are t h e c o s t s s t a t e d i n t h e AFE f o r 

2 d r i l l i n g and c o m p l e t i n g t h e Penny Pi n c h e r w e l l i n 

3 l i n e w i t h t h e c o s t s o f o t h e r d i r e c t i o n a l w e l l s t h a t 

4 Cimarex has d r i l l e d and completed i n t h i s area? 

5 A Yes. 

6 Q I b e l i e v e you a l s o heard Mr. Compton's 

7 t e s t i m o n y about t h e proposed a d m i n i s t r a t i o n and 

8 s u p e r v i s i o n c o s t s . 

9 A Yes. 

10 Q And i n your o p i n i o n , are those proposed 

11 c o s t s r e a s o n a b l e and i n l i n e w i t h t h e c o s t s f o r 

12 s i m i l a r h o r i z o n t a l w e l l s i n New Mexico? 

13 A Yes. 

14 Q I w i l l next d i r e c t your a t t e n t i o n t o 

15 E x h i b i t 15. 

16 MR. EZEANYIM: Be f o r e you go t h e r e , 

17 l e t me l o o k a t t h a t AFE. The AFE was produced by 

18 somebody e l s e , r i g h t ? 

19 THE WITNESS: Yes, s i r . 

20 MR. EZEANYIM: So I can' t r e a l l y ask 

21 you a q u e s t i o n on t h a t because you d i d n ' t p r e p a r e i t ? 

22 THE WITNESS: I was i n v o l v e d i n 

23 p r e p a r i n g t h e AFE. 

24 MR. EZEANYIM: I s t h e r e any reason 

25 why t h e person who p r e p a r e d i t c o u l d n ' t show up 
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1 today? The person who p r e p a r e d , why d i d n ' t he show 

2 up today i n case I have a q u e s t i o n t o ask? 

3 THE WITNESS: They wanted me t o 

4 answer t h e q u e s t i o n s asked about t h e AFE. 

5 MR. EZEANYIM: Okay. Then go ahead. 

6 Q (By Mr. Larson) And you were i n v o l v e d i n 

7 the process o f c a l c u l a t i n g these c o s t s ? 

8 A Yes, s i r , I was. 

9 Q Even though t h e a c t u a l document was 

10 p r e p a r e d by an o t h e r e n g i n e e r a t Cimarex? 

11 A Y e s , s i r . 

12 Q So you have p e r s o n a l knowledge o f those 

13 c o s t s ? 

14 A Yes, s i r , I do. 

15 MR. EZEANYIM: Okay. 

16 MR. LARSON: Any more q u e s t i o n s ? 

17 MR. EZEANYIM: No. I have a l o t o f 

18 q u e s t i o n s , b u t go ahead. 

19 Q (By Mr. Larson) I w i l l now d i r e c t your 

20 a t t e n t i o n t o E x h i b i t 15. Could you i d e n t i f y t h a t 

2 1 e x h i b i t ? 

22 A Th i s i s a d r i l l i n g p r o g n o s i s f o r the Penny 

23 Pincher 21 Fed IH. 

24 Q And d i d you generate t h i s e x h i b i t ? 

25 A No, I d i d n o t , b u t I was i n v o l v e d i n 



65 

1 g e n e r a t i n g t h i s . 

2 Q Okay. So you had i n p u t i n t o i t --

3 A Yes, s i r , I d i d . 

4 Q would t h a t be f a i r t o say? 

5 A Y e s , s i r . 

6 Q And t h i s i s a Cimarex b u s i n e s s r e c o r d t h a t 

7 was g e n e r a t e d i n t h e process of e v a l u a t i n g t h i s w e l l ? 

8 A Yes, s i r , i t was. 

9 Q And c o u l d you b r i e f l y e x p l a i n what the 

10 purpose o f t h i s document i s ? 

11 A Yes. I t d e p i c t s t h e h o r i z o n t a l w e l l t h a t 

12 we're g o i n g t o d r i l l i n t h e west h a l f , west h a l f of 

13 S e c t i o n 21. O p e r a t i o n a l , I can t e l l you what t h i s 

14 e n t a i l s i s d r i l l i n g a v e r t i c a l w e l l down t o 91 --

15 a p p r o x i m a t e l y 9100 f e e t t o p e n e t r a t e th e second Bone 

16 S p r i n g sand. Log the sand, k i c k back or s e t a cement 

17 p l u g , k i c k out t h e cement p l u g , and d r i l l a 4500 f o o t 

18 l a t e r a l i n t h e second Bone S p r i n g sand. 

19 A f t e r we're done d r i l l i n g t h e w e l l , s e t a 

20 c o m p l e t i o n l i n e r w i t h p o r t s and packers and f r a c t h e 

21 w e l l i n t e n stages and f l o w t h e w e l l back u n t i l t h e 

22 r e s e r v o i r p r e s s u r e s drop enough t h a t we can p u t t h e 

23 w e l l and pump and produce t h e w e l l . 

24 Q I w i l l d i r e c t your a t t e n t i o n t o Cimarex' 

25 l a s t e x h i b i t , which i s Number 16. Would you i d e n t i f y 
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1 t h a t document f o r us? 

2 A T h i s i s a d i r e c t i o n a l survey p r e p a r e d by 

3 Baker I n t e q , which i s a c o n t r a c t o r c o n t r a c t e d by 

4 Cimarex f o r t h e Penny Pinc h e r 21. 

5 Q And what w i l l Baker's r o l e i n t h e process 

6 be? 

7 A They w i l l be t h e d i r e c t i o n a l company h i r e d 

8 f o r t h e d r i l l i n g o f t h e w e l l . 

9 Q And d i d Baker c r e a t e t h i s document under 

10 your d i r e c t i o n ? 

11 A Yes . 

12 Q Under your s u p e r v i s i o n ? 

13 A Yes, t h e y d i d . 

14 Q I n a n t i c i p a t i n g a q u e s t i o n t h a t you might 

15 get asked, what are t h e economics of d r i l l i n g a w e l l 

16 i n two 40-acre s p a c i n g u n i t s as opposed t o d r i l l i n g 

17 i t i n f o u r 40-acre s p a c i n g u n i t s ? 

18 A The w e l l b a s i c a l l y would be deemed 

19 noneconomic f o r an 80-acre l a t e r a l v e r s us a 160-acre 

20 l a t e r a l due t o t h e s m a l l e r r e s e r v e number f o r t h e 

21 w e l l . 

22 Q T o t a l r e s e r v e number? 

23 A Yes, s i r . 

24 Q But i s t h a t your d e c i s i o n t o be made as t o 

25 whether you do 80 acres as opposed t o 160, or i s t h a t 
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1 a management l e v e l d e c i s i o n a t Cimarex? 

2 A I t would u l t i m a t e l y be a management 

3 d e c i s i o n . The team's recommendation would be not t o 

4 d r i l l t h e 80-acre l a t e r a l . 

5 Q Based on t h e economics? 

6 A Yes, s i r . 

7 Q Have you l o o k e d a t t h e f e a s i b i l i t y o f 

8 c o m p l e t i n g and t e s t i n g t h e proposed h o r i z o n t a l w e l l 

9 i n 4 0 - a c r e stages? 

10 A Yes, s i r , I have. 

11 Q And how would t h a t a f f e c t your d r i l l i n g 

12 plan? 

13 A I t would cause us t o b a s i c a l l y change t h e 

14 AFE from g o i n g t o a p o r t e d packer system to. a 

15 cemented cased system, which would add c o s t s and t i m e 

16 t o t h e w e l l . 

17 Q And have you e s t i m a t e d t h e a d d i t i o n a l 

18 c o s t s t h a t would be i n v o l v e d ? 

19 A Yes. I t would be about $1 m i l l i o n more. 

20 Q And how much l o n g e r would i t t a k e , do you 

21 e s t i m a t e ? 

22 A I t would add around a year t o t h e 

23 c o m p l e t i o n o f t h e w e l l . 

24 MR. EZEANYIM: Excuse me, Mr. Larson. 

25 To do what? I'm s o r r y . I t s k i p p e d my memory. 
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1 MR. LARSON: The q u e s t i o n I asked, 

2 Mr. Examiner, i s i f Cimarex were t o complete t h e w e l l 

3 i n each 40-acre s p a c i n g u n i t , what would t h a t add t o 

4 t h e c o s t s and t i m e t o d r i l l t h e w e l l . 

5 MR. EZEANYIM: Oh, okay. 

6 MR. LARSON: As opposed t o d r i l l i n g 

7 i t t h r o u g h o u t t h e west o n e - h a l f a t t h e same t i m e . 

8 MR. EZEANYIM: Okay. And t h e answer 

9 was $1 m i l l i o n more? 

10 THE WITNESS: Yes, s i r . 

11 MR. EZEANYIM: Okay. Now, was t h e r e 

12 a c a l c u l a t i o n t o demonstrate t h a t ? 

13 THE WITNESS: I don't have t h a t 

14 p r o v i d e d . 

15 MR. EZEANYIM: Okay. Go ahead. 

16 Q (By Mr. Larson) Okay. I n your o p i n i o n , 

17 w i l l t h e proposed h o r i z o n t a l d r i l l i n g t e c h n i q u e y i e l d 

18 h i g h e r economics t h a n d r i l l i n g v e r t i c a l w e l l s w i t h i n 

19 t h e 160 acres? 

20 A Yes, t h e y would. 

21 Q And why i s t h a t ? 

22 A We've seen l a r g e i n c r e a s e s i n r e c o v e r i e s 

23 from t h e f o u r h o r i z o n t a l s t h a t we've completed i n t h e 

24 area as opposed -- as t o l o o k i n g a t v e r t i c a l o f f s e t 

2 5 w e l l s . 
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1 Q And i n your o p i n i o n , w i l l t h e h o r i z o n t a l 

2 d r i l l i n g t e c h n i q u e r e c o v e r o i l t h a t would not 

3 o t h e r w i s e be r e c o v e r a b l e ? 

4 A Yes, i t would. 

5 Q Why i s t h a t ? 

6 A Again, t h e p r i o r f o u r h o r i z o n t a l w e l l s 

7 t h a t we d r i l l e d , we have seen h i g h e r r e c o v e r i e s from 

8 those t r a c t s p e n e t r a t e d due t o t h e h o r i z o n t a l 

9 d r i l l i n g t e c h n i q u e . 

10 MR. LARSON: That's a l l I have on 

11 d i r e c t f o r Mr. Swain. And a t t h i s t i m e , I move t h e 

12 ad m i s s i o n of Cimarex E x h i b i t s 1 t h r o u g h 16. 

13 MR. EZEANYIM: Any o b j e c t i o n ? 

14 MS. MUNDS-DRY: No o b j e c t i o n s . 

15 MR. EZEANYIM: E x h i b i t s 1 t h r o u g h 16 

16 w i l l be a d m i t t e d i n t o t h e r e c o r d . 

17 ( E x h i b i t s 1 t h r o u g h 16 a d m i t t e d . ) 

18 MR. EZEANYIM: Ms. Munds-Dry? 

19 EXAMINATION 

20 BY MS. MUNDS-DRY: 

21 Q Mr. Swain, I j u s t want t o make sure I 

22 u n d e r s t a n d how Cimarex has proposed t o d r i l l t h e 

23 w e l l . 

24 A Okay. 

25 Q And I'm l o o k i n g a t E x h i b i t 15 and E x h i b i t 
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1 16. 

2 A Yes. 

3 Q So i f I u n d e r s t a n d t h i s c o r r e c t l y , on 

4 E x h i b i t 15, you p l a n t o d r i l l v e r t i c a l I u n d e r s t a n d 

5 t o 9100 f e e t , b u t you're coming back up and k i c k o f f 

6 about 8700 f e e t ; i s t h a t c o r r e c t ? 

7 A Yes. 

8 Q Okay. And then i f I l o o k here a t E x h i b i t 

9 16, you w i l l get h o r i z o n t a l a f t e r you b u i l d your 

10 curve a t about 189 f e e t ; i s t h a t c o r r e c t ? 

11 A Yes. 

12 MS. MUNDS-DRY: Okay. Great. That's 

13 a l l t h e q u e s t i o n s I have. Thank you. 

14 MR. EZEANYIM: Okay. Thank you. 

15 Mr. Brooks? 

16 MR. BROOKS: W e l l , we may get an 

17 answer t o q u e s t i o n s about t h i s from someone who knows 

18 more about i t t h a n I do, b u t I am f o l l o w i n g up a 

19 l i t t l e b i t on what you say about t h e economics o f 

20 d r i l l i n g h o r i z o n t a l w e l l s . F i r s t o f a l l , t h e e a s t , 

21 west v e r s u s n o r t h , s o uth d e c i s i o n , you make — t h a t 

22 i s made p r i m a r i l y on t h e g e o l o g i s t ' s recommendation; 

23 i s t h a t c o r r e c t ? 

24 THE WITNESS: Yes, s i r , i t i s . 

25 MR. BROOKS: Okay. Now, I was 
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1 l o o k i n g a t -- and t h i s may be something I s h o u l d have 

2 asked t h e g e o l o g i s t , b u t I was l o o k i n g a t E x h i b i t 

3 Number 12, t h e i s o p a c h . And, o f course, I r e a l i z e 

4 t h a t f o r m a t i o n t h i c k n e s s i s j u s t one c r i t e r i a t h a t 

5 goes i n t o making these k i n d s o f d e c i s i o n s , b u t 

6 l o o k i n g a t t h a t , I t h o u g h t , w e l l , maybe i f I were t h e 

7 owner o f t h e south h a l f , I might t h i n k i t would be 

8 b e t t e r t o d r i l l a h o r i z o n t a l w e l l i n t h e n o r t h h a l f , 

9 s o u t h h a l f v e r s u s h a v i n g a h a l f i n t e r e s t i n t h e one 

10 on t h e west h a l f o f t h e west h a l f . So do you have 

11 any comments on t h a t ? 

12 THE WITNESS: I ca n ' t comment what 

13 someone would do, you know, an i n t e r e s t owner i n t h e 

14 s o u t h h a l f would do. 

15 MR. BROOKS: W e l l , b u t t h e g e o l o g i s t 

16 I guess would be t h e one t h a t would know about any 

17 o t h e r c o n s i d e r a t i o n s t h a t might go i n t o t h a t o t h e r 

18 t h a n what i s shown j u s t on here? 

19 THE WITNESS: Yes, s i r . I n my 

20 o p i n i o n , r e s e r v o i r c o n t i n u i t y i s v e r y i m p o r t a n t t o 

21 t h e economics o f a h o r i z o n t a l w e l l , and we planne d 

22 t h i s w e l l t o maximize t h e r e s e r v o i r c o n t i n u i t y , and 

23 t h e d i r e c t i o n s d r i l l e d maximizes t h a t f o r us 

24 b a s i c a l l y , which enhances -- b a s i c a l l y , makes t h e 

25 w e l l economic i n my o p i n i o n . 
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1 MR. BROOKS: Okay. Let me ask you 

2 th e n a l i t t l e b i t more about your t e s t i m o n y about a 

3 160-acre versus an 80-acre -- or a m i l e l o n g versus a 

4 h a l f m i l e l o n g --

5 THE WITNESS: Yes, s i r . 

6 MR. BROOKS: -- h o r i z o n t a l . The 

7 way -- what I've u n d e r s t o o d about t h e way c o r p o r a t e 

8 e n t i t i e s make these k i n d s o f d e c i s i o n s , and I am sure 

9 eve r y one i s d i f f e r e n t -- each one i s d i f f e r e n t , has 

10 t h e i r own i n t e r n a l p r o c e d u r e s , b u t g e n e r a l l y 

11 s p e a k i n g , my u n d e r s t a n d i n g , t h e y have a c u t o f f p o i n t 

12 below which t h e y would say t h a t t h i s i s not a 

13 p r o s p e c t a company would be i n t e r e s t e d i n based on 

14 t h e c a l c u l a t i o n s t h a t t h e e n g i n e e r s do. And, o f 

15 course, I a l s o u n d e r s t a n d t h a t even i f you've got a 

16 p r o s p e c t t h a t i s above th e c u t o f f p o i n t , o f course, 

17 whether i t i s a c t u a l l y g o i n g t o be d r i l l e d or not i s 

18 g o i n g t o depend on t h e b u d g e t a r y c o n s i d e r a t i o n s 

19 because you've got one t h a t ' s g o i n g t o y i e l d a 40 

20 p e r c e n t r e t u r n and you've got one t h a t ' s g o i n g t o 

21 y i e l d a 20 p e r c e n t r e t u r n and you don't have enough 

22 money t o d r i l l b o t h o f them, you're g o i n g t o d r i l l 

23 t h e one t h a t y i e l d s t h e 40 p e r c e n t r e t u r n . 

24 I s t h a t b a s i c a l l y i n g e n e r a l terms 

25 k i n d o f a g e n e r a l l y a c c u r a t e way t o -- d e s c r i p t i o n s 
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1 o f t h e way these d e c i s i o n s t h e way you go about 

2 making these d e c i s i o n s ? 

3 THE WITNESS: Yes, s i r , i t i s . 

4 MR. BROOKS: Okay. When you t e l l us 

5 t h a t you t h i n k t h e 160 -- t h a t a h a l f m i l e l o n g 

6 h o r i z o n t a l i n t h i s s i t u a t i o n would be uneconomic, are 

7 you s a y i n g t h a t i t would be u n p r o f i t a b l e , or t h a t i t 

8 would f a l l below t h e company's c r i t e r i a , or t h a t i t 

9 would j u s t be l e s s d e s i r a b l e t h a n a m i l e l o n g 

10 l a t e r a l ? That's a t h r e e - p a r t q u e s t i o n . 

11 THE WITNESS: With t h e r e s e r v e s I 

12 have c a l c u l a t e d ? 

13 MR. BROOKS: Yeah. 

14 THE WITNESS: I n t h e AFE c o s t s t o 

15 d r i l l t h e 80-acre l a t e r a l , i n my o p i n i o n , t h e w e l l 

16 would be noneconomic. I t would not be d r i l l e d . 

17 MR. BROOKS: Okay. Very good. I 

18 w i l l accept t h a t answer. I t h i n k t h a t ' s a l l I have. 

19 MR. EZEANYIM: A n y t h i n g f u r t h e r ? 

20 MS. MUNDS-DRY: No. 

21 MR. EZEANYIM: Okay. Mr. Swain, 

22 l e t ' s go t o E x h i b i t Number 14. Did you generate t h a t 

23 e x h i b i t ? Have you got E x h i b i t Number 14? 

24 THE WITNESS: I t ' s r i g h t here. 

25 MR. EZEANYIM: Okay. Did you 
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1 g e n e r a t e those data? 

2 THE WITNESS: Yes, I d i d . 

3 MR. EZEANYIM: You d i d , okay. What 

4 was t h e method o f c a l c u l a t i o n ? V o l u m e t r i c ? What d i d 

5 you use? 

6 THE WITNESS: V o l u m e t r i c assumption. 

7 MR. EZEANYIM: How d i d you a c q u i r e 

8 the data? From lo g s ? 

9 THE WITNESS: I used t h e o f f s e t 

10 v e r t i c a l l y p r o d u c i n g w e l l s t o get t h e r e s e r v o i r 

11 parameters f o r t h e spreadsheet and used t h e map 

12 p r o v i d e d by t h e g e o l o g i s t s f o r t h e 40 a c r e s . 

13 MR. EZEANYIM: Okay. And then a p p l y 

14 i t v o l u m e t r i c a l l y . On t h a t west h a l f , west h a l f , 

15 assuming c o n t i n u i t y , t h e r e s e r v o i r i s homogeneous, 

16 r i g h t ? 

17 THE WITNESS: Yes, s i r . 

18 MR. EZEANYIM: So i n a l l those f o u r , 

19 t h e parameters would be l i k e t h i s , r i g h t ? 

20 THE WITNESS: Yes, s i r . 

21 MR. EZEANYIM: That's why you 

22 e s t i m a t e 71,000 b a r r e l s , you know, from t h a t , 

23 r e c o v e r y from each o f them? 

24 THE WITNESS: Yes, s i r . 

25 MR. EZEANYIM: I'm r e a l l y 
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1 u n c o m f o r t a b l e a s k i n g you q u e s t i o n s about E x h i b i t 15 

2 s i n c e you d i d n ' t p r e p a r e i t y o u r s e l f , b u t -- and th e n 

3 Number 16 --

4 MR. LARSON: Mr. Examiner, I b e l i e v e 

5 he t e s t i f i e d he d i d p r e p a r e Number 15. 

6 MR. EZEANYIM: He di d ? 

7 THE WITNESS: No. 

8 MR. LARSON: Oh, I'm s o r r y . I t was 

k 

9 a n o t h e r employee o f Cimarex. 

10 MR. EZEANYIM: He d i d Number 14, 

11 which i s okay. I w i l l accept t h a t , you know. A l l I 

12 need t o do now i s t o check t h e number, b u t he s a i d 

13 somebody e l s e p r e p a r e d t h i s one on t h e -- he was 

14 t h e r e , p r e s e n t . 

15 MR. LARSON: That's c o r r e c t . 

16 THE WITNESS: Yes. 

17 MR. EZEANYIM: And I was wondering 
18 why t h e q u e s t i o n , who p r e p a r e d i t c o u l d n ' t show up 

19 t o d a y . I asked t h a t q u e s t i o n . What was t h e answer? 

20 What happened he c o u l d n ' t show up today? I mean, t o 

21 be a b l e t o defend what he d i d . Do you know why? 

22 He's s i c k or c o u l d n ' t come, or do you know why t h e 

23 person who p r e p a r e d those two e x h i b i t s c o u l d n ' t show 

24 up today? Do you know why? 

25 MR. SCOTT: No, s i r , I do n o t . 
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1 MR. EZEANYIM: Okay. Somebody i s 

2 g o i n g t o g i v e me t h e e n t r y p o i n t f o r t h i s w e l l , 

3 r i g h t ? Do you know t h e e n t r y p o i n t f o r t h e w e l l ? 

4 THE WITNESS: Yes, s i r , I can g i v e 

5 you -- t h e e n t r y p o i n t o f t h e Bone Spring? 

6 MR. EZEANYIM: Yeah, or t h e t o p 

7 p e r f o r a t i o n s or --

8 THE WITNESS: The t o p o f t h e Bone 

9 S p r i n g e n t r y p o i n t would a c t u a l l y be t h e s u r f a c e h o l e 

I 0 l o c a t i o n . 

I I MR. EZEANYIM: Oh, i t ' s t h e same 

12 t h i n g , s u r f a c e hole? 

13 THE WITNESS: Yes. The t o p o f t h e 

14 Bone S p r i n g . The a c t u a l t a r g e t f o r m a t i o n , which i s 

15 down i n t h e Bone S p r i n g — 

16 MR. EZEANYIM: Okay. 

17 THE WITNESS: -- t h a t i s g o i n g t o be 

18 d e p i c t e d --

19 MR. EZEANYIM: On t h a t ? Okay. Yeah. 

20 THE WITNESS: -- E x h i b i t 16. 

21 MR. EZEANYIM: Yeah. Even on page 1, 

22 i f you are c l a i m i n g t h a t t h e s u r f a c e h o l e l o c a t i o n i s 

23 t h e same as t h e -- I mean, e n t r y p o i n t , okay. 

24 THE WITNESS: Yes, s i r , i t i s i n t h e 

25 Bone S p r i n g s e c t i o n , t h e same. 
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1 MR. EZEANYIM: Let me see i f I have 

2 a n y t h i n g e l s e f o r you b e f o r e you go. I t h i n k a t t h i s 

3 p o i n t , we would l i k e t o r e c a l l t h e l a n d p e r s o n . You 

4 are excused. 

5 MR. BROOKS: Given your l a s t 

6 q u e s t i o n , I would l i k e t o ask one o t h e r q u e s t i o n j u s t 

7 t o c l a r i f y i f I m i g h t . 

8 MR. EZEANYIM: Okay. 

9 MR. BROOKS: The way t h i s diagram 

10 l o o k s , E x h i b i t Number 15, i t seems t h a t -- i s i t a 

11 c o r r e c t i n t e r p r e t a t i o n o f t h i s , t h e l a t e r a l i s g o i n g 

12 t o be open h o l e , t h a t you show o n l y c a s i n g down t o 

13 t h e p o i n t , t o t h e k i c k o f f p o i n t ? 

14 THE WITNESS: A f t e r we d r i l l t h e 

15 h o r i z o n t a l w e l l , we w i l l a c t u a l l y go i n and r u n a 

16 c o m p l e t i o n l i n e r --

17 MR. BROOKS: Okay. 

18 THE WITNESS: -- i n th e h o l e , and i t s 

19 an open h o l e c o m p l e t i o n l i n e r w i t h e x t e r n a l c a s i n g 

20 packers and p o r t s t o i s o l a t e t h e d i f f e r e n t s t a g e s . 

21 MR. BROOKS: Okay. So i s t h e -- i s 

22 t h e r e g o i n g t o be a p o i n t a t which t h e f o r m a t i o n 

23 o f -- t h e p a r t t h a t i s unorthodox i n th e l o c a t i o n i s 

24 g o i n g t o be i n s u l a t e d i n some way so you won't be 

25 p r o d u c i n g from t h a t , or are you go i n g t o be p r o d u c i n g 
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1 a l l t h e way from t h e e n t r y p o i n t ? 

2 THE WITNESS: Every p a r t o f t h e 

3 l a t e r a l i s g o i n g t o be an o r t h o d o x -- i t ' s g o i n g t o 

4 be a s t a n d a r d l o c a t i o n from t h e o f f s e t s . 

5 MR. BROOKS: Okay. I t h o u g h t t h e 

6 s u r f a c e h o l e was a t a nons t a n d a r d l o c a t i o n , or i s 

7 i t --

8 THE WITNESS: The s u r f a c e h o l e i s --

9 MR. BROOKS: I t h o u g h t I heard t h a t . 

10 I s t h e s u r f a c e h o l e i n an o r t h o d o x l o c a t i o n ? 

11 THE WITNESS: Yes, s i r , i t i s . 

12 MR. BROOKS: Okay. I w i l l w i t h d r a w 

13 a l l o f those q u e s t i o n s t h e n . 

14 MR. EZEANYIM: Yeah, t h e s u r f a c e h o l e 

15 l o c a t i o n i s t h e same as t h e e n t r y p o i n t . I am not 

16 r e a l l y i n t e r e s t e d i n the s u r f a c e h o l e l o c a t i o n . I am 

17 i n t e r e s t e d i n t h e e n t r y p o i n t and t h e bott o m h o l e 

18 l o c a t i o n . 

19 MR. BROOKS: R i g h t . 

20 MR. EZEANYIM: So I assume t h a t ' s 

21 what t h e y are go i n g t o do. That i s a good p o i n t t h a t 

22 t h e w e l l -- about t h e h o r i z o n t a l , b u t I assume you 

23 j u s t showed me what t h e y are g o i n g t o do. This i s 

24 Cimarex, r i g h t ? 

25 THE WITNESS: Yes, s i r . 
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1 MR. EZEANYIM: Okay. Another t h i n g , 

2 I don't have t h e p l a t here. B e f o r e we c a l l t h e 

3 landman, I don't have t h e p l a t here t o demonstrate 

4 t h e p r o j e c t area and t h e p r o d u c i n g area. Do we 

5 have — I don't have a p l a t here. Do we? 

6 MR. BROOKS: I d i d n ' t see one. 

7 MR. EZEANYIM: I don't see a p l a t . I 

8 need a p l a t t h a t demonstrates -- i t ' s v e r y i m p o r t a n t , 

9 Form C-102, where you're c l a i m i n g t h e west h a l f , west 

10 h a l f , t h e p r o j e c t area and t h e p r o d u c i n g area 

11 i n d i c a t e -- t h a t p l a t i s v e r y i m p o r t a n t . Are you 

12 g o i n g t o p r o v i d e t h a t ? 

13 MR. LARSON: We c e r t a i n l y can. 

14 MR. EZEANYIM: And w h i l e we are here 

15 and you agree t h a t you're g o i n g t o produce a p l a t , 

16 d u r i n g t h e t e s t i m o n y , somebody -- I t h i n k t h e coun s e l 

17 asked whether -- I don't know -- mentioned about you 

18 need an o r d e r by March 31, 2010. I s t h a t -- d i d I 

19 hear — i s t h a t c o r r e c t ? 

20 MR. LARSON: I'm s o r r y . I d i d n ' t --

21 MR. EZEANYIM: He s a i d t h a t -- you 

22 were a s k i n g somebody whether you needed an o r d e r by 

23 March, by March 30 or something. 

24 MR. LARSON: I would r a t h e r Mr. 

25 Compton t e s t i f y t o t h a t . I mean, I c o u l d t e l l you 
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1 t h e reason, b u t i t would be h i s t e s t i m o n y . 

2 MR. EZEANYIM: Okay. Who i s Mr. 

3 Compton? I s t h a t t h e landman? 

4 MR. LARSON: He's th e landman. 

5 MR. EZEANYIM: Okay. Now you're 

6 excused. Now, we r e c a l l t h e l a n d person, and th e n 

7 you s t a t e your name. You are s t i l l under t h e o a t h , 

8 so e v e r y t h i n g you say i s s t i l l on t h e r e c o r d . 

9 MARK COMPTON 

10 A f t e r h a v i n g been p r e v i o u s l y d u l y sworn under 

11 o a t h , 

12 was q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

13 MR. EZEANYIM: Can I go ahead and ask 

14 q u e s t i o n s ? 

15 MR. LARSON: C e r t a i n l y , c e r t a i n l y . 

16 MR. EZEANYIM: Okay. One o f them i s , 

17 f i r s t o f a l l , we need a p l a t , Form C-102. 

18 THE WITNESS: We f i l e d a p l a t w i t h 

19 t h e o r i g i n a l p e r m i t , and o b v i o u s l y we've p u l l e d t h a t 

20 p e r m i t . We can get t h a t p l a t . 

21 MR. EZEANYIM: Okay. For the 

22 h e a r i n g , we need a p l a t t o -- th e way you i n d i c a t e 

23 your p r o j e c t area and your p r o d u c i n g area, your 

24 s u r f a c e l o c a t i o n , e x i t p o i n t , and your b o t t o m h o l e 

25 l o c a t i o n . Okay. When you were here, we d i d n ' t 
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1 examine whether due process was c a r r i e d out here. 

2 Now, you have l i m i t e d the f i r s t r e q u e s t o f n o r t h w e s t 

3 q u a r t e r , n o r t h w e s t q u a r t e r . That i s gone now. So 

4 a n y t h i n g you d i d t h e r e i s out o f t h e q u e s t i o n . 

5 Now l e t ' s c o n c e n t r a t e on t h e west 

6 h a l f , west h a l f and see whether you d i d due process 

7 t o be a b l e t o compulsory p o o l t h a t 160 a c r e s . Did 

8 you make good f a i t h e f f o r t t o c o n t a c t everybody? 

9 THE WITNESS: We -- everybody except 

10 Mr. Bayless r e c e i v e d a t i m e l y p a c k e t , which was t h e 

11 p r o p o s a l l e t t e r , t h e AFE, and t h e o p e r a t i n g 

12 agreement. Those were m a i l e d out mid November. The 

13 e a r l i e s t owner, th e guy got i t on November 23, and 

14 everybody, based upon th e r e t u r n r e c e i p t s I got from 

15 t h e U.S. P o s t a l S e r v i c e , r e c e i v e d them i n about a 

16 ten-day p e r i o d s t a r t i n g on November 23. 

17 Mr. Bayless i s t h e o n l y i n t e r e s t 

18 owner t h a t we d i d not even know was an owner u n t i l 

19 t h e m i d d l e o f January, so Mr. Bayless has not -- was 

20 not g i v e n t h e ample t i m e b e f o r e we f i l l e d f o r t h e 

21 a p p l i c a t i o n t o r e v i e w b o t h t h e p r o p o s a l , t h e 

22 o p e r a t i n g agreement, and t h e AFE. 

23 MR. EZEANYIM: So what i s he s a y i n g 

24 -- what i s Mr. Bayless s a y i n g r i g h t now? That he 

25 d i d n ' t get t i m e l y n o t i f i c a t i o n ? What i s g o i n g on 
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1 w i t h him? 

2 THE WITNESS: I have l e f t a message 

3 w i t h Mr. Ba y l e s s . I have not t a l k e d t o him 

4 p e r s o n a l l y . I do know t h a t s i n c e t h e 2 5 t h of 

5 January, he has r e c e i v e d t h e packet o f our i n t e n t i o n 

6 t o d r i l l t h e Penny P i n c h e r . 

7 MR. EZEANYIM: Okay. A p a r t from Mr. 

8 Bay l e s s , was t h e r e somebody t h a t you c o u l d n ' t l o c a t e ? 

9 THE WITNESS: We got r e t u r n r e c e i p t s 

10 on everybody on t h e o r i g i n a l p a c k e t . 

11 MR. EZEANYIM: So everybody t h a t i s 

12 proposed t o be n o t i c e d got n o t i c e ? Except your l a t e 

13 n o t i c e t o Mr. Bay l e s s , r i g h t ? 

14 THE WITNESS: C o r r e c t . And from what 

15 I u n d e r s t a n d from Mr. Bruce as i t r e l a t e d t o t h e 

16 n o t i c e o f t h i s h e a r i n g , t h e o n l y one he got r e t u r n e d 

17 t o him was Mr. Alex a n d e r , which was sent t o t h e same 

18 address t h a t I sent t h e o r i g i n a l p acket f o r which I 

19 have a r e t u r n r e c e i p t f o r . 

20 MR. EZEANYIM: And i t was r e t u r n e d 

21 unclaimed? 

22 THE WITNESS: C o r r e c t . 

23 MR. EZEANYIM: Okay. So you c o u l d n ' t 

24 l o c a t e t h a t person then? 

25 THE WITNESS: We l o c a t e d him t o send 
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1 him an AFE, a w e l l p r o p o s a l , and an o p e r a t i n g 

2 agreement. 

3 MR. EZEANYIM: Now, d i d you p u t t h i s 

4 i n t h e newspaper o f g e n e r a l c i r c u l a t i o n i n t h e area? 

5 THE WITNESS: Yes, we d i d . Mr. Bruce 

6 d i d t h a t under my d i r e c t i o n . 

7 MR. EZEANYIM: Okay. So i s i t i n 

8 t h i s form o f t h e e x h i b i t s here? That newspaper 

9 n o t i f i c a t i o n ? I don't see i t . 

10 THE WITNESS: I t appears Mr. Bruce 

11 d i d not i n c l u d e t h a t i n h i s a f f i d a v i t . 

12 MR. EZEANYIM: Okay. So what does 

13 t h a t mean? 

14 THE WITNESS: We w i l l get t h e 

15 d i v i s i o n a copy of t h a t . 

16 MR. EZEANYIM: So i t was r e a l l y done? 

17 THE WITNESS: Yes. Mr. Bruce t o l d me 

18 p e r s o n a l l y t h a t he p u t -- made n o t i c e . 

19 MR. EZEANYIM: Okay. So a couple o f 

20 t h i n g s t h a t I am r e q u e s t i n g b e f o r e we go tod a y . You 

21 p r o v i d e Form C-102, t h e p l a t , and your p r o o f o f 

22 newspaper p u b l i c a t i o n t h a t you say you d i d . 

23 THE WITNESS: Sure. 

24 MR. EZEANYIM: Okay. On t h e q u e s t i o n 

25 o f l a t e n o t i c e t o Mr. Bayless, i s t h e r e a n y t h i n g you 
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1 want t o know about t h a t ? 

2 MR. BROOKS: On what? 

3 MR. EZEANYIM: A l a t e n o t i c e t o one 

4 o f t h e p a r t i e s he's supposed t o n o t i f y , b u t th e y d i d 

5 i t l a t e . 

6 MR. BROOKS: So t h e n o t i c e was sent 

7 t o one o f th e p a r t i e s l e s s t h a n 20 days b e f o r e today? 

8 THE WITNESS: Yes, s i r . 

9 MR. BROOKS: I t h i n k we s h o u l d 

10 p r o b a b l y c o n t i n u e t h e case f o r two weeks — c o n t i n u e 

11 i t f o r two weeks, even though I r e c o g n i z e t h a t t h a t 

12 would be a consent docket because t h e v a s t 

13 p r o b a b i l i t y i s we won't get ano t h e r o p p o s i t i o n , b ut 

14 i f we do get a n o t h e r o p p o s i t i o n , t h e n we can c o n t i n u e 

15 i t a g a i n t o t h e next r e g u l a r d o c k e t . 

16 MS. MUNDS-DRY: Mr. Examiner, we can 

17 p r o b a b l y c l e a r up t h e i s s u e o f Mr. Bayl e s s ' 

18 i n t e r e s t s , and t h e r e p r o b a b l y w o u l d n ' t be any need 

19 f o r any f u r t h e r c o n t i n u a n c e . 

20 MR. BROOKS: Okay. 

21 MS. MUNDS-DRY: Mr. S c o t t can t e s t i f y 

22 t o t h e n a t u r e o f Mr. Bayl e s s ' i n t e r e s t s . 

23 MR. BROOKS: I f t h a t i s t r u e , t h a t 

24 would be okay. 

25 MR. EZEANYIM: So what are you 
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1 t e l l i n g me? What are you saying? 

2 MS. MUNDS-DRY: I'm s a y i n g t h a t I 

3 don't t h i n k i t i s an i s s u e t h a t Mr. Bayless d i d n ' t 

4 get n o t i c e because he doesn't own an i n t e r e s t , and 

5 Mr. S c o t t can c l a r i f y t h i s f o r you when he t e s t i f i e s . 

6 MR. BROOKS: Oh, okay. Yeah, what I 

7 was assuming was t h a t t h e t e s t i m o n y o f -- what you're 

8 s a y i n g i s t h e t e s t i m o n y o f Mr. S c o t t w i l l r e n d e r t h i s 

9 p o i n t moot i f t h a t i s t r u e . Then i f i t does, t h e n we 

10 don't have t o c o n t i n u e t h e case. 

11 MS. MUNDS-DRY: I t h i n k i t w i l l . 

12 MR. BROOKS: Okay. 

13 MR. EZEANYIM: And a c t u a l l y , you 

14 don't want t o c o n t i n u e t h e case. I f t h e y want an 

15 o r d e r by March 30, you know, I don't know why -- are 

16 you -- do you have your l e a s e e x p i r e ? Why do you 

17 want i t so q u i c k l y ? 

18 THE WITNESS: W e l l , we want t o make 

19 sure we've got ample t i m e t o g i v e t h e d i v i s i o n t i m e 

20 t o r e v i e w i t and rend e r an o r d e r b e f o r e we have t o go 

21 back -- which we've a l r e a d y done. I've a l r e a d y gone 

22 back t o OXY and s a i d , we're now i n t h e r e g u l a t o r y 

23 phase o f t h i s . We've sent out a l l o f the n o t i c e s . 

24 We f i l e d t h e f o r c e d p o o l i n g s , and now -- we have been 

25 c o n t e s t e d , so now i t has been knocked back. We're 
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1 t r y i n g t o not have t o go back t o OXY and say i n o r d e r 

2 t o d r i l l a w e l l , i t has t o be extended. 

3 They have from -- two s e p a r a t e people 

4 have s a i d , you c o n t i n u e t o show t h a t you're making a 

5 good f a i t h e f f o r t t o d r i l l t h i s w e l l , and as i t needs 

6 t o be extended, we w i l l e x t e n d i t . 

7 MR. EZEANYIM: Okay. So t h e r e are no 

8 r e a l l y e x t e n u a t i n g c i r c u m s t a n c e s t h a t i f you don't 

9 get t h e o r d e r by March 30, you w i l l be i n a limbo? 

10 I s t h a t --

11 THE WITNESS: We would s i m p l y t h e n 

12 c o n t a c t OXY and go, we have not -- we had our h e a r i n g 

13 on t h e 4 t h . We have not g o t t e n an o r d e r y e t . We 

14 need you t o ex t e n d i t . And r i g h t now, we're t a l k i n g 

15 w i t h them J u l y 1. 

16 MR. EZEANYIM: Extend what? 

17 THE WITNESS: Extend t h e o r i g i n a l 

18 assignment which went from OXY t o P i t c h and Marbob t o 

19 Devon t o t h e n us. 

20 MR. EZEANYIM: Oh, okay. 

21 THE WITNESS: And t h a t has been 

22 extended, I t h i n k , f o u r t i m e s a t t h i s p o i n t . Three 

23 times by Devon and once by us. 

24 MR. EZEANYIM: And by March 30, i f 

25 you don't get an o r d e r , i t has t o be extended again? 
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1 THE WITNESS: That's c o r r e c t . 

2 MR. EZEANYIM: That's why you wanted 

3 t h e o r d e r b e f o r e then? 

4 THE WITNESS: The o r i g i n a l assignment 

5 has been extended because i t hasn't been p e r p e t u a t e d 

6 because o f performance. 

7 MR. EZEANYIM: Okay. I u n d e r s t a n d . 

8 MR. BROOKS: When does i t t e r m i n a t e 

9 under t h e l a t e s t e x t e n s i o n ? 

10 THE WITNESS: March 31, 2010. 

11 MR. EZEANYIM: Now I u n d e r s t a n d why 

12 you wanted i t by t h e n . L e t ' s make sure we don't have 

13 any q u e s t i o n s so we don't get you a t h i r d t i m e . So 

14 a c t u a l l y , we're not go i n g t o -- s i n c e you n o t i c e d 

15 everybody, we're not g o i n g t o r e q u i r e you t o submit 

16 some escrow f o r t h i s compulsory p o o l i n g because you 

17 n o t i f i e d everybody. We need t o e s t a b l i s h some escrow 

18 under t h i s compulsory 

19 THE WITNESS: We found everybody. 

20 MR. EZEANYIM: Okay. 

21 THE WITNESS: We know who t h e owners 

22 i n t h e n o r t h h a l f a r e . We know who t h e owners i n t h e 

23 s o u t h h a l f a r e . Based on a t i t l e o p i n i o n , we have 

24 sent everybody a n o t i c e , a n o t i c e o f h e a r i n g . I 

25 don't b e l i e v e we need t o escrow. 
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1 MR. EZEANYIM: Okay. Now, why d i d we 

2 do t h i s , p r e p a r e an a d v e r t i s e m e n t then? 

3 THE WITNESS: I'm s o r r y ? 

4 MR. EZEANYIM: Why do we p u b l i s h i t 

5 i n t h e newspaper? 

6 THE WITNESS: I t h i n k Jim does t h a t 

7 as a normal course of b u s i n e s s . 

8 MR. EZEANYIM: Okay. You know, I 

9 don't want t o l e a v e somebody o u t . That's why I'm 

10 a s k i n g . 

11 THE WITNESS: Based on t h e 

12 i n f o r m a t i o n we have b o t h on t h e ownership r e p o r t from 

13 Shaw I n t e r e s t s , based on t h e t i t l e o p i n i o n from the 

14 C h a p p e l l F i r m i n M i d l a n d , e v e r y t h i n g matched up t o 

15 our ownership r e p o r t w i t h t h e e x c e p t i o n o f Mr. 

16 B a y l e s s . I t h e n c o n t a c t e d Shaw and s a i d , we have a 

17 d i s c r e p a n c y -- I c o n t a c t e d t h e a t t o r n e y and s a i d , 

18 you're showing somebody I am not showing. I need a 

19 copy o f t h a t assignment. And i t was a 2003 

20 assignment from Lynx t o Mr. Bayless g i v i n g him t h r e e 

21 p e r c e n t i n the so u t h h a l f . That was enough f o r me t o 

22 prove t h a t Mr. Bayless was, i n f a c t , an owner. And 

23 a t t h a t p o i n t , we a d j u s t e d Lynx' p e r c e n t a g e down, 

24 a d j u s t e d Mr. Bayless' up, and w i t h i n two days sent 

25 Mr. Bayless a p a c k e t , and t h a t was about t h e m i d d l e 
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1 o f January. 

2 MR. EZEANYIM: This case i s so 

3 c o n v o l u t e d , b u t t h a t ' s okay. Anybody have a n y t h i n g 

4 f o r t h i s w i t n e s s ? 

5 MR. BROOKS: You got r e t u r n r e c e i p t s 

6 from everybody except t h e one person t h a t you got t h e 

7 r e t u r n e d envelope from; i s t h a t c o r r e c t ? 

8 THE WITNESS: I have r e t u r n r e c e i p t s 

9 from everyone f o r t h e w e l l p r o p o s a l l e t t e r , t h e AFE, 

10 and t h e proposed o p e r a t i n g agreement. 

11 MR. BROOKS: I t h o u g h t I heard some 

12 t e s t i m o n y about somebody t h a t you sent one t o and he 

13 got i t and --

14 THE WITNESS: That was Mr. Bruce got 

15 an u n d e l i v e r a b l e on one of t h e people t h a t I had 

16 a c t u a l l y g o t t e n a r e c e i p t back a t t h e same address. 

17 Jim got i t r e t u r n e d u n d e l i v e r a b l e on Mr. Ale x a n d e r . 

18 MR. BROOKS: But you have g o t t e n 

19 r e c e i p t s t h a t prove t h a t a l l o f your addresses are 

20 good? 

21 THE WITNESS: Yes. 

22 MR. BROOKS: Thank you. 

23 MR. LARSON: And i f I c o u l d j u s t 

24 c l a r i f y f o r t h e r e c o r d , Mr. Bayless was not sent a 

25 w r i t t e n n o t i c e o f t h e h e a r i n g ; i s t h a t c o r r e c t ? 
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1 THE WITNESS: That i s c o r r e c t . 

2 MR. EZEANYIM: Okay. Good. Have 

3 a n y t h i n g ? You may be excused. Do you have a n y t h i n g 

4 f u r t h e r ? 

5 MR. LARSON: I d i d have one 

6 s t a t e m e n t , b u t I am goi n g t o h o l d t h a t i n my pocket 

7 u n t i l I hear about Mr. S c o t t ' s t e s t i m o n y about Mr. 

8 Ba y l e s s . 

9 MR. EZEANYIM: Okay. Why don't we do 

10 t h a t . Okay. 

11 MS. MUNDS-DRY: I would l i k e t o c a l l 

12 my f i r s t w i t n e s s . 

13 MR. EZEANYIM: Okay. You may ta k e 

14 t h e s t a n d . 

15 LARRY SCOTT 

16 A f t e r h a v i n g been f i r s t d u l y sworn under o a t h , 

17 was q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

18 EXAMINATION 

19 BY MS. MUNDS-DRY: 

20 Q Would you pl e a s e s t a t e your name f o r t h e 

21 r e c o r d ? 

22 A L a r r y R. S c o t t . 

23 Q Mr. S c o t t , where do you r e s i d e ? 

24 A Hobbs, New Mexico. 

25 Q And by whom are you employed? 
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1 A I am t h e p r e s i d e n t o f and a p a r t n e r i n 

2 Lynx P e t r o l e u m C o n s u l t a n t s , I n c o r p o r a t e d . 

3 Q And what are t h e v a r i o u s h a t s t h a t you 

4 wear f o r Lynx? 

5 A I wear a l l of t h e h a t s . As a s m a l l 

6 company, I am an e n g i n e e r , c h i e f g e o l o g i s t , p a r t - t i m e 

7 landman, and f r e q u e n t l y a r e g u l a t o r y c l e r k . 

8 Q Have you p r e v i o u s l y t e s t i f i e d b e f o r e t h e 

9 d i v i s i o n and were your c r e d e n t i a l s as a p e t r o l e u m 

10 e n g i n e e r made a m a t t e r o f r e c o r d ? 

11 A On many o c c a s i o n s , b o t h as an e n g i n e e r and 

12 as a p r a c t i c a l o i l man, I b e l i e v e . 

13 Q Are you f a m i l i a r w i t h t h e a p p l i c a t i o n t h a t 

14 has been f i l e d by Cimarex? 

15 A Yes, I am. 

16 Q And have you made an e n g i n e e r i n g s t u d y o f 

17 t h e area t h a t i s t h e s u b j e c t o f t h e a p p l i c a t i o n ? 

18 A I am f a m i l i a r w i t h t h e area, t h a t ' s 

19 c o r r e c t . 

20 MS. MUNDS-DRY: Mr. Examiner, we 

21 would t e n d e r Mr. S c o t t as an e x p e r t i n p e t r o l e u m 

22 e n g i n e e r i n g . 

23 MR. EZEANYIM: Mr. S c o t t i s so 

2 4 q u a l i f i e d . 

25 MR. LARSON: No o b j e c t i o n . 
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1 MR. EZEANYIM: Okay. Go ahead. 

2 Q (By Ms. Munds-Dry) Mr. S c o t t , would you 

3 b r i e f l y summarize f o r t h e examiner t h e b a s i s f o r 

4 Lynx' o b j e c t i o n today? Give us an o v e r v i e w o f why we 

5 are here. 

6 A We have m u l t i p l e o b j e c t i o n s t o t h i s 

7 a p p l i c a t i o n b e g i n n i n g w i t h t h e f a c t t h a t Cimarex owns 

8 no i n t e r e s t i n t h e west h a l f , southwest q u a r t e r . I f 

9 you w i l l a l l o w me t o use t h e i r E x h i b i t 3 --

10 MR. EZEANYIM: Which one? 

11 A T h e i r E x h i b i t 3. 

12 MR. EZEANYIM: Okay. 

13 A I am here today speaking f o r Lynx 

14 P e t r o l e u m and Harvey Yates on t h e f i r s t page o f t h a t 

15 e x h i b i t , everyone on t h e second page o f t h a t e x h i b i t , 

16 and m y s e l f on t h e t h i r d page o f t h e e x h i b i t . From 

17 t h e j o i n t o p e r a t i n g agreement e x h i b i t and t h e 

18 compulsory p o o l i n g e x h i b i t s t h a t were g i v e n t o us, 

19 a l l o f t h e i n t e r e s t h o l d e r s t h a t were known t o us i n 

20 t h e west h a l f , southwest q u a r t e r were n o t i c e d 

21 i n d i c a t i n g t o us t h a t Cimarex owned no i n t e r e s t i n 

22 t h e acreage. 

23 As I have been g i v e n t o u n d e r s t a n d 

24 compulsory p o o l i n g , i t a l l o w s an owner o f an i n t e r e s t 

25 i n a p r o r a t i o n u n i t t o develop t h e i r m i n e r a l s , 
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1 r e g a r d l e s s and perhaps over the o b j e c t i o n s o f the 

2 o t h e r owners i n t h e t r a c t , but t h a t would not seem t o 

3 be a p p l i c a b l e i n t h i s case. At l e a s t i n our o p i n i o n , 

4 i t was n o t . 

5 The second o b j e c t i o n we had, and my 

6 s t r u c t u r e and i s o p a c h map would be s i m i l a r t o t h e one 

7 p r e v i o u s l y p r e s e n t e d w i t h t h e pay i s o p a c h more 

8 o r i e n t e d t o w a r d t h e two b e s t w e l l s i n t h e v i c i n i t y , 

9 b e i n g t h e w e l l w i t h t h e 96,000 b a r r e l cum west o f us 

10 and t h e w e l l t h a t I o p e r a t e back t o t h e s o u t h e a s t 

11 w i t h t h e 56,000 b a r r e l cum. I wasn't q u i t e as 

12 o p t i m i s t i c w i t h t h e gross pay numbers as Cimarex, b u t 

13 I f e l t l i k e t h e r e was a p r e t t y good chance of 50 f e e t 

14 b e i n g developed across t h e s o u t h h a l f o f S e c t i o n 21. 

15 That leads t o my second o b j e c t i o n , which 

16 was a l o c a t i o n i n t h e n o r t h h a l f s t a r t i n g i n goat 

17 p a s t u r e h o r i z o n t a l d r i l l i n g back t o acreage t h a t I 

18 c o n s i d e r e d more p r o s p e c t i v e . 

19 My t h i r d o b j e c t i o n was j u s t t h e gross 

20 i n t e r v a l exposed t o t h e pay. T h e i r s u r f a c e l o c a t i o n 

21 s t a r t s 660 f e e t from t h e n o r t h l i n e and t h e n bends 

22 out a n o t h e r 200 f e e t b e f o r e e n c o u n t e r i n g t h e second 

23 Bone S p r i n g sand l e a v i n g a l o t more o f my acreage 

24 exposed t o t h e pay sand tha n t h e i r acreage. 

25 My t h i r d o b j e c t i o n would be, a g a i n -- and 
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1 t h e r e i s I t h i n k not enough s u b s t a n t i a l c o n t r o l i n 

2 the area t o d e t e r m i n e c o n c l u s i v e l y what th e 

3 o r i e n t a t i o n o f those sands a r e . I have seen Bone 

4 S p r i n g h o r i z o n t a l w e l l s o r i e n t e d b o t h n o r t h t o s o u t h 

5 and east t o west. My own sand appears t o be a 

6 n o r t h w e s t , s o u t h e a s t o r i e n t a t i o n , and i t would be my 

7 o p i n i o n based on t h a t t h a t an e a s t , west h o r i z o n t a l 

8 w e l l would be perhaps a more a t t r a c t i v e p r o j e c t on 

9 t h e n o r t h , s o u t h . Those are t h e , I b e l i e v e , t h e f o u r 

10 i s s u e s t h a t we had w i t h t h e a p p l i c a t i o n . 

11 Q L e t ' s go t h r o u g h those each t h e n , 

12 Mr. S c o t t , i n a l i t t l e b i t more d e t a i l . F i r s t , I 

13 t h i n k you've i d e n t i f i e d here from Cimarex' E x h i b i t 

14 Number 3 t h e i n t e r e s t owners t h a t you are 

15 r e p r e s e n t i n g here today, b u t l e t ' s go t h r o u g h t h a t i n 

16 a l i t t l e b i t more d e t a i l . F i r s t , what i s j u s t t h e 

17 Lynx e n t i t y ' s ownership i n the proposed p r o j e c t area? 

18 A W e l l , we would own 50 p e r c e n t p l u s or 

19 minus of t h e west h a l f of t h e southwest q u a r t e r 

20 making us owners of 25 p e r c e n t p l u s or minus of t h e 

21 p r o j e c t area. 

22 Q Okay. And you s t a t e d i n your o v e r v i e w 

23 t h a t you r e p r e s e n t e d t h e i n t e r e s t s o f v a r i o u s o t h e r 

24 p a r t i e s . Have you d i s c u s s e d t h i s a p p l i c a t i o n w i t h 

25 o t h e r i n t e r e s t owners i n the west h a l f , southwest 
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1 q u a r t e r ? 

2 A A b s o l u t e l y . V i r t u a l l y every one on t h e 

3 l i s t . 

4 Q And who, i f you c o u l d go t h r o u g h t h a t 

5 l i s t , are you s p e c i f i c a l l y a u t h o r i z e d t o speak on 

6 b e h a l f o f today? 

7 A That would be Lynx Petroleum C o n s u l t a n t s , 

8 Harvey Yates -- we don't t y p i c a l l y speak f o r t h e Bass 

9 group. I n t h i s case, I am speaking f o r Marbob, 

10 Jalapeno, Ben Alex a n d e r , Seven R i v e r s , Yates Energy. 

11 W i t h r e g a r d t o t h e Robert Bayless i n t e r e s t , t h e r e 

12 appears t o be a paperwork snafu i n t h a t Lynx 

13 P e t r o l e u m purchased t h a t i n t e r e s t back from Bayless 

14 a p p r o x i m a t e l y two years ago, and I don't know i f we 

15 missed i t g e t t i n g i t r e c o r d e d , but t h a t i n t e r e s t now 

16 belongs t o Lynx. 

17 Powder Horn I n v e s t m e n t s , TNK, DASCO 

18 Energy, Watson Truck, Fonay O i l & Gas, EGL Resources, 

19 Kent Gabel, McVay D r i l l i n g , and on t h e l a s t page, 

20 m y s e l f . 

21 Q So v i r t u a l l y a l l o f t h e i n t e r e s t owners i n 

22 t h a t west h a l f , southwest q u a r t e r you have spoken t o 

23 and u n d e r s t a n d t h a t t h e y have t h e same o b j e c t i o n — 

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

25 Q -- as Lynx? And, o f course as you 
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1 u n d e r s t a n d , Marbob has e n t e r e d i t s appearance i n t h i s 

2 case and has an o b j e c t i o n t o t h i s a p p l i c a t i o n ? 

3 A I b e l i e v e t h a t i s a l s o c o r r e c t . 

4 Q L e t ' s t u r n t o what we have marked as Lynx 

5 E x h i b i t Number 1, and l e t ' s f i r s t r e v i e w t h i s f o r t h e 

6 examiner, and t h e n we w i l l t u r n t o and t r y t o compare 

7 t h a t w i t h t h e s i m i l a r Cimarex a p p l i c a t i o n . 

8 A That e x h i b i t i s a s t r u c t u r e map on t o p o f 

9 t h e t h i r d Bone S p r i n g sand, w h i c h ' I have found t o be 

10 a somewhat more c o n s i s t e n t p i c k i n t h e area r a t h e r 

11 t h a n t h e second sand because o c c a s i o n a l l y t h e second 

12 sand w i l l have lobes develop t h a t are not c o n t i g u o u s 

13 across f a i r l y l a r g e areas. I n a d d i t i o n i n t h e r e d i s 

14 an i s o p a c h o f t h e second sand, which shows th e b e s t 

15 two p r o d u c e r s i n t h e area, which are my F e d e r a l HJ 27 

16 and t h e w e l l t o t h e west of S e c t i o n 21 and c u m u l a t i v e 

17 r e c o v e r y bubbles t o go w i t h those w e l l s . 

18 Q And I b e l i e v e you've a l s o d e p i c t e d here 

19 Cimarex' proposed w e l l l o c a t i o n ? 

20 A Both t h e s u r f a c e and t h e b o t t o m h o l e 

21 l o c a t i o n . I c o u l d n ' t i n advance develop t h e s e t b a c k 

22 f o o t a g e s because t h e y d i d not i n c l u d e t h e r a d i u s o f 

23 c u r v a t u r e of t h e b u i l d i n any o f t h e p r o p o s a l s t h a t 

2 4 we saw. 

25 Q And you have a l s o here drawn i n a box w i t h 
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1 green s t r i p e s . What does t h a t r e p r e s e n t ? 

2 A W e l l , t h a t i s t h e i n t e r e s t t h a t t h e y are 

3 s e e k i n g t o p o o l w i t h t h i s a p p l i c a t i o n . 

4 Q Okay. I f you c o u l d -- I b e l i e v e you have 

5 Cimarex' e x h i b i t s up t h e r e w i t h you. 

6 A Yes. 

7 Q And i f you c o u l d t a k e out E x h i b i t Number 

8 12 -- I t h i n k E x h i b i t Number 2 i s b a s i c a l l y t h e same 

9 t h i n g as w e l l , e i t h e r one o f those e x h i b i t s -- and 

10 compare your e x h i b i t w i t h t h e Cimarex e x h i b i t . 

11 A W e l l , t h i s i s -- a c t u a l l y , E x h i b i t 12 i s 

12 an i s o p a c h , and I have b o t h an i s o p a c h and a 

13 s t r u c t u r e on mine. They s u b s t a n t i a l l y have t h e 

14 o r i e n t a t i o n o f t h e sands s i m i l a r t o my o r i e n t a t i o n , 

15 perhaps a l i t t l e more n o r t h , s o u t h r a t h e r t h a n mine 

16 i s e a s t , west. 

17 Q And on E x h i b i t Number 12 f o r Cimarex, i t 

18 l o o k s l i k e t h e y used t h e same c o n t r o l s , t h e same w e l l 

19 c o n t r o l s here? 

20 A I b e l i e v e t h a t was -- I b e l i e v e the 

21 t e s t i m o n y was t h e i r i s o p a c h was on p o r o s i t y g r e a t e r 

22 t h a n t e n p e r c e n t , and t h a t ' s t h e same parameters t h a t 

23 I used f o r mine. I d i s c o u n t e d somewhat t h e sand 

24 q u a l i t y t o t h e n o r t h as we were p a r t i c i p a n t s w i t h 

25 Marbob i n t h e w e l l t h a t was d r i l l e d i n S e c t i o n 16. 
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1 The sand was t e s t e d and noncommercial. 

2 Q So i n s h o r t , what does t h i s show then? 

3 Where i s t h e pay l o c a t e d i n S e c t i o n 21? 

4 A I n my map, i t i s i n t h e so u t h h a l f . 

5 Q And i t doesn't seem t o i n d i c a t e from your 

6 map t h a t t h e r e i s much i n t h e n o r t h w e s t q u a r t e r ? 

7 A I t would be l e s s p r o s p e c t i v e . 

8 Q Does i t appear t h e n , Mr. S c o t t , based on 

9 your d a t a and what you s u b m i t t e d here as an e x h i b i t , 

10 t h a t t h e Lynx acreage holds g r e a t e r r e s e r v e s t h a n t h e 

11 Cimarex acreage? 

12 A I am i n agreement w i t h t h a t s t a t e m e n t , 

13 yes . 

14 Q What e f f e c t t h e n , s i r , does t h i s have on 

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

16 A W e l l , a w e l l b o r e t h a t i s a l l o c a t i n g 

17 p r o d u c t i o n based s t r i c t l y on acreage i n t h i s i n s t a n c e 

18 i s u n f a i r . W e l l , t h e f i r s t p o i n t t h a t I made was 

19 w i t h r e g a r d s t o t h e net h o r i z o n t a l f o o t a g e exposed t o 

20 t h e w e l l b o r e , and t h a t we've got more f o o t a g e exposed 

21 i n t h e pay t o t h e w e l l b o r e i n t h e so u t h h a l f t h a n 

22 t h e r e i s i n t h e n o r t h h a l f . I f my map i s c o r r e c t , 70 

23 t o 80 p e r c e n t o f t h e p r o d u c t i o n from t h e t o t a l 

24 h o r i z o n t a l w e l l b o r e c o u l d be a t t r i b u t e d t o t h e west 

25 h a l f o f t h e southwest. 
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1 There i s no way t o know t h a t based on t h e 

2 l i m i t e d data t h a t i s a v a i l a b l e because you put t h r e e 

3 g e o l o g i s t s i n a room and a l l t h r e e w i l l come up w i t h 

4 s l i g h t l y d i f f e r e n t i n t e r p r e t a t i o n s o f t h i s d a t a . The 

5 c o n t r o l p o i n t s are so f a r a p a r t t h a t i t i s unable t o 

6 say w i t h c e r t a i n t y e x a c t l y what gross t h i c k n e s s or 

7 q u a l i t y o f sand i s a v a i l a b l e here. 

8 Q And Mr. S c o t t , b a c k i n g up t o something you 

9 mentioned t h e r e , your e s t i m a t e o f how much pay i s on 

10 each acreage, you have r e v i e w e d Cimarex' E x h i b i t s 15 

11 and 16? 

12 A Yes, I d i d . 

13 Q And so now you have a b e t t e r u n d e r s t a n d i n g 

14 o f how t h e y propose t o d r i l l t h e w e l l ; i s t h a t 

1 5 c o r r e c t ? 

16 A Yes, I do. 

17 Q So your b a s i s f o r t h a t p e r c e n t a g e , i f you 

18 c o u l d show us t h e n how you c a l c u l a t e d t h a t based on 

19 Cimarex E x h i b i t s 15 and 16? 

20 A W e l l , i t ' s geometry, yeah. 

21 Q And so t h a t l o o k i n g -- do you have those 

22 i n f r o n t o f you? L e t ' s j u s t t a k e a q u i c k l o o k a t 

2 3 t h o s e . 

24 A Yes. By my b a c k - o f - t h e - e n v e l o p e 

25 c a l c u l a t i o n , t h e y were g o i n g t o enco u n t e r t h e second 
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1 Bone S p r i n g sand a p p r o x i m a t e l y 850 f e e t p l u s or minus 

2 from t h e n o r t h l i n e and 990 f e e t p l u s or minus from 

3 t h e west l i n e . 

4 Q Okay. Now, l e t ' s change gears a l i t t l e 

5 b i t and go t o one o f your o t h e r o b j e c t i o n s . Are you, 

6 Mr. S c o t t , g e n e r a l l y f a m i l i a r w i t h t h e d i v i s i o n ' s 

7 s p a c i n g r u l e s ? 

8 A Yes. 

9 Q And what i s your u n d e r s t a n d i n g o f how 

10 s p a c i n g f o r a w e l l i s e s t a b l i s h e d ? 

11 A W e l l , absent s p e c i a l p o o l r u l e s , t h e o i l 

12 w e l l i s n o r m a l l y a l l o c a t e d on 40-acre s p a c i n g and 

13 t h a t i s based on l o n g e x p e r i e n c e t h a t t h a t i s 

14 a p p r o x i m a t e l y a square box you can draw around t h e 

15 d r a i n a g e r a d i u s o f the w e l l b o r e . A gas w e l l i s 

16 a f f o r d e d a g r e a t e r acreage a l l o t m e n t . Because o f 

17 p e r m e a b i l i t y i s s u e s , i t i s e a s i e r t o push gas t h r o u g h 

18 r o c k t h a n i t i s o i l . 

19 Q And what i s your u n d e r s t a n d i n g o f how 

20 acreage and i n t e r e s t s are presumed t o c o n t r i b u t e t o a 

21 s p a c i n g u n i t ? 

22 A W e l l , on a s p a c i n g u n i t i n a v e r t i c a l 

23 w e l l b o r e , t h e r e i s no p r a c t i c a l way t o d e t e r m i n e what 

24 i s c o n t r i b u t i n g what o u t s i d e o f making the assumption 

25 t h a t e v e r y t h i n g i n t h e 40 acres i s e q u a l l y 
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1 p r o d u c t i v e , or i n t h e s i t u a t i o n o f a gas w e l l , 

2 e v e r y t h i n g i n t h e 320 i s e q u a l l y p r o d u c t i v e . 

3 Q What about i n t h e i n s t a n c e o f a h o r i z o n t a l 

4 w e l l ? 

5 A W e l l , t h e t e c h n o l o g y t o t e s t i n d i v i d u a l 

6 zones, or perhaps b e t t e r spoken, i n d i v i d u a l 

7 h o r i z o n t a l i n t e r v a l s i n a h o r i z o n t a l w e l l b o r e i s v e r y 

8 w e l l developed. I t would add c o s t t o a p r o j e c t , b u t 

9 from an o p e r a t i o n a l s t a n d p o i n t , i t ' s a b s o l u t e l y 

10 d o a b l e . 

11 Q So i n your o p i n i o n , i t i s t e c h n i c a l l y 

12 p o s s i b l e --

13 A A b s o l u t e l y . 

14 Q -- I'm s o r r y , t o t e s t each of t h e s p a c i n g 

15 u n i t s t h a t forms a p r o j e c t area f o r a h o r i z o n t a l 

16 w e l l ? 

17 A Yes, i t i s . 

18 Q I f t h e d i v i s i o n f i n d s t h a t Cimarex' 

19 a p p l i c a t i o n s h o u l d be g r a n t e d , based on your 

20 t e s t i m o n y , what do you propose would be a c o n d i t i o n 

21 o f t h e o r d e r ? 

22 A I would l i k e t o see each i n d i v i d u a l t r a c t 

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

24 develop t h a t t r a c t ' s p r o b a b l e c o n t r i b u t i o n t o t h e 

25 t o t a l p r o d u c t i o n o f t h e w e l l b o r e . F l u s h p r o d u c t i o n 
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1 o f f i t , i t c o u l d be accomplished i n p r o b a b l y f o u r t o 

2 s i x months per t r a c t . 

3 Q And once we have e s t a b l i s h e d t h e n what t h e 

4 a c t u a l c o n t r i b u t i o n from each s p a c i n g u n i t i s , how do 

5 you propose t h a t t h e a l l o c a t i o n f o r t h e w e l l w i l l be 

6 determined? 

7 A A l l f u t u r e a l l o c a t i o n s would be based on 

8 those t e s t s , and wi n , l o s e , or draw, I am w i l l i n g t o 

9 l i v e w i t h t h e r e s u l t . 

10 Q And i f these c o n d i t i o n s were p l a c e d i n t h e 

11 o r d e r , would t h a t t h e n h e l p t o -- assuming t h a t t h e 

12 o r d e r i s g r a n t e d , would t h i s h e l p t o s a t i s f y your 

13 concern about your c o r r e l a t i v e r i g h t s b e i n g v i o l a t e d 

14 and your a d j u s t m e n t f o r t h e whole share b e i n g 

15 d i m i n i s h e d ? 

16 A I t would, i n f a c t . 

17 Q Mr. S c o t t , i n your o p i n i o n , d i d Cimarex 

18 conduct good f a i t h n e g o t i a t i o n s w i t h you? 

19 A I had s e v e r a l c o n v e r s a t i o n s w i t h Mr. 

20 Compton, and t h e r e was a c e r t a i n l e v e l o f 

21 gamesmanship g o i n g on here t h a t we f e l t l i k e t h e y had 

22 no i n t e r e s t a c q u i r e d i n t h a t west h a l f , southwest 

23 q u a r t e r , y e t r e p r e s e n t a t i o n s were made t o some o f my 

24 i n t e r e s t owners t h a t t h e y , i n f a c t , had a c q u i r e d 

25 i n t e r e s t i n t h e t r a c t i n an e f f o r t t o g a t h e r up t h e i r 
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1 c o o p e r a t i o n . I guess gamesmanship i s t h e s t r o n g e s t 

2 word t h a t I am w i l l i n g t o use. 

3 MR. EZEANYIM: What i s t h a t ? 

4 THE WITNESS: Gamesmanship. 

5 MR. EZEANYIM: I don't u n d e r s t a n d . 

6 How does -- how do I un d e r s t a n d i t ? Did t h e y make 

7 good f a i t h e f f o r t or not? What i s your answer? 

8 THE WITNESS: I would say t h e y made a 

9 m a r g i n a l l y good f a i t h e f f o r t . 

10 MR. EZEANYIM: I s t h a t what you c a l l 

11 gamesmanship? 

12 THE WITNESS: Yes, s i r , i t i s . 

13 MR. EZEANYIM: A l l r i g h t . I don't 

14 know. I don't u n d e r s t a n d , b u t anyway, I u n d e r s t a n d 

15 what you mean now. Go ahead. 

16 Q (By Ms. Munds-Dry) Mr. S c o t t , was Lynx 

17 E x h i b i t Number 1 p r e p a r e d by you or p r e p a r e d under 

18 your d i r e c t s u p e r v i s i o n ? 

19 A Yes, i t was. 

20 MS. MUNDS-DRY: That concludes my 

21 d i r e c t e x a m i n a t i o n of Mr. S c o t t . 

22 MR. EZEANYIM: Thank you v e r y much. 

23 Do you want t h a t i n t h e r e c o r d ? 

24 MS. MUNDS-DRY: Yes, s i r . We move 

25 t h e adm i s s i o n o f E x h i b i t Number 1, Lynx E x h i b i t 
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1 Number 1 i n t o e v i d e n c e . 

2 MR. EZEANYIM: Any o b j e c t i o n ? 

3 MR. LARSON: I'm s o r r y . I got 

4 i n t e r r u p t e d . 

5 MS. MUNDS-DRY: I was j u s t moving my 

6 e x h i b i t i n t o e v i d e n c e . 

7 MR. LARSON: No o b j e c t i o n . 

8 MR. EZEANYIM: Lynx E x h i b i t w i l l be 

9 a d m i t t e d , E x h i b i t Number 1, I guess. 

10 ( E x h i b i t 1 a d m i t t e d . ) 

11 MR. EZEANYIM: Okay. Mr. Larson? 

12 MR. LARSON: Can I ask f o r a f i v e - or 

13 t e n - m i n u t e break t o c o n f e r w i t h my w i t n e s s e s about 

14 cross? 

15 MR. EZEANYIM: That w i l l be f i n e . 

16 (A s h o r t recess was taken.) 

17 MR. EZEANYIM: L e t ' s go back i n t o t h e 

18 r e c o r d and c o n t i n u e w i t h Case Number 14418. You may 

1 9 c o n t i n u e . 

20 MR. LARSON: Thank you. 

21 EXAMINATION 

22 BY MR. LARSON: 

23 Q Mr. S c o t t , I b e l i e v e you t e s t i f i e d t h a t 

24 you r e p r e s e n t e d t h e i n t e r e s t s o f v i r t u a l l y a l l o f 

25 those i n d i v i d u a l s and e n t i t i e s i d e n t i f i e d on E x h i b i t 
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1 3? 

2 A I n number, most of those i n d i v i d u a l s t o 

3 t h i s acreage p o s i t i o n , and t h e y are commonly what we 

4 c a l l Lynx, e t a l , yes, s i r . 

5 Q I n what c a p a c i t y are you r e p r e s e n t i n g 

6 t h e i r i n t e r e s t s ? 

7 A W e l l , we have th e south h a l f of S e c t i o n 21 

8 and o t h e r s u b s t a n t i a l acreage i n t h i s immediate 

9 v i c i n i t y under j o i n t o p e r a t i n g agreements w i t h t h a t 

10 same group. 

11 Q I s t h e r e any reason r e p r e s e n t a t i v e s or 

12 a t t o r n e y s f o r those o t h e r e n t i t i e s a r e n ' t here today? 

13 A They a u t h o r i z e d me t o speak f o r them. 

14 Q ' Do you have any p e r s o n a l e x p e r i e n c e i n 

15 d r i l l i n g and c o m p l e t i n g h o r i z o n t a l w e l l s ? 

16 A Only as a n o n o p e r a t o r . 

17 Q And I b e l i e v e you t e s t i f i e d t h a t i f t h e 

18 a p p l i c a t i o n were g r a n t e d , you would l i k e t o see t h e 

19 w e l l completed and t e s t e d i n each 40-acre s p a c i n g 

20 u n i t ? 

21 A Yes, s i r , I would. 

22 Q And how would you propose t h a t t h a t 

23 t e s t i n g be done? 

24 A P e r f o r a t e , s t i m u l a t e , p l u g back, 

25 p e r f o r a t e , s t i m u l a t e , p l u g back. 
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1 Q And I b e l i e v e you t e s t i f i e d t h a t would add 

2 18 t o 24 months onto t h e d r i l l i n g c o m p l e t i o n t h r o u g h 

3 t h e e n t i r e 160-acre u n i t ? 

4 A Depending on how many t r a c t s you have t o 

5 t e s t . I n t h i s i n s t a n c e , I b e l i e v e t h e ownership i n 

6 t h e west h a l f , southwest i s t h e o n l y t r a c t t h a t i s 

7 b e i n g c o n t e s t e d , so t h a t would be a s i x - m o n t h 

8 e x t e n s i o n . 

9 Q Okay. I f I am h e a r i n g you c o r r e c t l y , you 

10 w o u l d n ' t care about t e s t i n g i n t h e n o r t h h a l f ? 

11 A W e l l , my p r e f e r e n c e would c e r t a i n l y be t o 

12 have each i n d i v i d u a l t r a c t t e s t e d , and you are 

13 c o r r e c t i n t h a t you would have t o t e s t my acreage 

14 s e p a r a t e l y from your acreage, which would l e a d you t o 

15 one year b e f o r e b o t h i n t e r v a l s c o u l d be commingled. 

16 Q And do you have any reason t o d i s p u t e 

17 Mr. Swain's t e s t i m o n y t h a t i t would add -- t o t e s t 

18 a l l f o u r would add a p p r o x i m a t e l y $1 m i l l i o n t o t h e 

19 c o s t o f t h e w e l l ? 

20 A I don't have any i n f o r m a t i o n one way or 

21 t h e o t h e r on what those a d d i t i o n a l c o s t s would be. 

22 Q Do you t h i n k i t i s r e a s o n a b l e t o add $1 

23 m i l l i o n onto t h e c o s t of the w e l l ? 

24 A W e l l , I do b e l i e v e t h a t i s u n r e a s o n a b l e . 

25 However, you have not addressed t h e cash f l o w 
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1 s i t u a t i o n w i t h r e g a r d t o t h e t i m e v a l u e of money on 

2 p r o d u c t i o n coming back t o t h e e x p e n d i t u r e s . However, 

3 i t i s my u n d e r s t a n d i n g t h a t c o r r e l a t i v e r i g h t s are 

4 not s u b j e c t t o economic convenience. 

5 Q And maybe you m i s u n d e r s t o o d my q u e s t i o n . 

6 My q u e s t i o n was do you t h i n k i t i s r e a s o n a b l e t o add 

7 $1 m i l l i o n onto t h e c o s t of t h e w e l l ? 

8 A No, I do n o t . I t h i n k t h a t i s t o o much. 

9 Q Based on Mr. Swain's c o s t or -- I mean, i t 

10 seems t o me what you're a s k i n g f o r , i f Mr. Swain's 

11 number i s c o r r e c t , i s adding a n o t h e r $1 m i l l i o n onto 

12 t h e c o s t o f t h e w e l l . 

13 A I q u e s t i o n Mr. Swain's number. 

14 Q Okay. You j u s t t o l d me t h a t you had no 

15 b a s i s t o q u e s t i o n . 

16 A As a n o n o p e r a t o r . I am e x p e r i e n c e d w i t h 

17 p a y i n g b i l l s on h o r i z o n t a l w e l l s from o t h e r 

1 8 o p e r a t o r s . 

19 Q And have you ever p a i d a b i l l on t e s t i n g a 

20 160-acre u n i t w e l l each 40 acres? 

21 A That, I have n o t , no. 

22 Q So you r e a l l y don't have any b a s i s t o say 

23 h i s $1 m i l l i o n i s not a c o r r e c t number? 

24 A When you p u t i t t h a t way, t h a t i s c o r r e c t . 

25 Q And I u n d e r s t a n d you're not an a t t o r n e y , 
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1 b u t you s a i d you have been q u a l i f i e d as a landman and 

2 p e t r o l e u m e n g i n e e r . Are you aware o f any p r o v i s i o n 

3 i n t h e O i l and Gas Act t h a t would p r e v e n t t h e 

4 d i v i s i o n g r a n t i n g t h e r e l i e f t h a t Cimarex r e q u e s t s ? 

5 A I am not aware o f any. 

6 Q And a s i m i l a r q u e s t i o n of are you aware o f 

7 any d i v i s i o n r u l e t h a t would p r e v e n t t h e d i v i s i o n 

8 from g r a n t i n g t h e a p p l i c a t i o n ? 

9 A I am not aware o f any. 

10 Q And I would f o l l o w t h a t w i t h a s k i n g you 

11 t h e n what i s your b a s i s f o r s a y i n g because you 

12 r e p r e s e n t a group o f i n t e r e s t owners i n t h e s o u t h 

13 h a l f , t h a t you don't t h i n k a 160-acre w e l l would be 

14 a p p r o p r i a t e ? 

15 A W e l l , because a l l o f t h e i n t e r e s t owners 

16 i n t h e s o u t h h a l f don't want t o p a r t i c i p a t e w i t h 

17 Cimarex i n t h e d r i l l i n g o f t h a t w e l l . 

18 Q And why i s t h a t ? 

19 A I suppose you might have t o ask them 

20 i n d i v i d u a l l y . 

21 Q W e l l , you're here r e p r e s e n t i n g them. 

22 A And my o p i n i o n i s t h a t Cimarex i s a b u s i n g 

23 t h e compulsory p o o l i n g r e g u l a t i o n s t o a c q u i r e acreage 

24 a t below market r a t e s t h r o u g h t h e compulsory p o o l i n g 

25 process as opposed t o n e g o t i a t i o n and t h e sublease 
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1 process . 

2 Q That's your p e r s o n a l o p i n i o n ? 

3 A That i s my p e r s o n a l o p i n i o n and t h e 

4 o p i n i o n t h a t I am r e p r e s e n t i n g f o r t h e o t h e r i n t e r e s t 

5 owners i n t h i s p r o j e c t . 

6 Q Based on what t h e y have t o l d you? 

7 A Pardon me? 

8 Q I b e l i e v e you're s a y i n g t h a t you are 

9 t e s t i f y i n g as t o your p e r s o n a l o p i n i o n , b u t t h a t a l l 

10 t h e o t h e r i n t e r e s t owners share t h a t o p i n i o n . Do I 

11 u n d e r s t a n d t h a t c o r r e c t l y ? 

12 A That would be s u b s t a n t i a l l y c o r r e c t . 

13 Q Have any o f them d i r e c t l y expressed t h a t 

14 t o you? 

15 A Yes. 

16 Q And have you ever proposed a v e r t i c a l w e l l 

17 i n the s o u t h h a l f o f the west h a l f , west h a l f o f 

18 S e c t i o n 21? 

19 A We have proposed t h e M a l i b u F e d e r a l 21 #1. 

20 That APD e x p i r e d about two years ago. 

21 Q So you then never d r i l l e d a w e l l ? 

22 A Pardon me. That wasn't i n t h e west h a l f 

23 o f t h e southwest. That was i n t h e west h a l f o f t h e 

24 s o u t h e a s t as I r e c a l l . 

25 Q Okay. So l e t ' s focus i n on t h i s 
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1 160 a c r e s . 

2 A We have never proposed a w e l l i n t h e west 

3 h a l f . 

4 Q And why not? 

5 A W e l l , we are a s m a l l company. You see t h e 

6 w o r k i n g i n t e r e s t owners t h a t I am -- our d r i l l i n g 

7 budget i s not u n l i m i t e d , and we c u r r e n t l y are 

8 d e v e l o p i n g t h i s acreage b l o c k or acreage i n t h i s area 

9 w i t h o t h e r p r o j e c t s . I b e l i e v e we w i l l e v e n t u a l l y 

10 get around t o t h e so u t h h a l f o f S e c t i o n 21. 

11 Q And i n these l o n g - t e r m p l a n s , have you 

12 l o o k e d a t an e a s t , west h o r i z o n t a l w e l l ? 

13 A A c t u a l l y , I have not proposed any s p e c i f i c 

14 p r o j e c t i n t h e so u t h h a l f o f 21 beyond t h a t 

15 p r e v i o u s l y mentioned M a l i b u 21. 

16 Q So you have made no a t t e m p t t o c a p t u r e any 

17 o f t h e r e s o u r c e s i n t h e so u t h h a l f ? 

18 A Not so f a r . 

19 Q When would you be d o i n g t h a t ? 

20 A When economics and i t s r a n k i n g a g a i n s t t h e 

21 o t h e r p r o j e c t s t h a t we have a v a i l a b l e p e r m i t . 

22 MR. LARSON: Pass t h e w i t n e s s . 

23 MR. EZEANYIM: Thank you, Mr. Larson. 

24 Cross-examine? 

25 MS. MUNDS-DRY: I j u s t have one 
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1 r e d i r e c t q u e s t i o n based on a q u e s t i o n from 

2 Mr. Larson. 

3 EXAMINATION 

4 BY MS. MUNDS-DRY: 

5 Q Mr. S c o t t , Mr. Larson asked you i f you had 

6 proposed a w e l l i n t h e so u t h h a l f o f t h e s e c t i o n , and 

7 whether you s p e c i f i c a l l y had proposed an e a s t , west 

8 d r i l l i n t h a t southwest s e c t i o n . As r e l a t e d t o t h a t , 

9 do you have an o p i n i o n as t o whether an e a s t , west 

10 proposed w e l l i n t h e n o r t h h a l f would make b e t t e r 

11 sense on Cimarex' acreage? 

12 A W e l l , I mean, t h e i r own mapping i n d i c a t e s 

13 a p p r o x i m a t e l y 75 f e e t of pay across t h e n o r t h h a l f o f 

14 S e c t i o n 21, and i t would e l i m i n a t e t h e need f o r a l l 

15 o f these p r o c e e d i n g s . 

16 MS. MUNDS-DRY: Thank you. That's 

17 a l l I have. 

18 MR. EZEANYIM: Mr. Brooks? 

19 MR. BROOKS: Yes. Mr. S c o t t , we have 

2 0 met b e f o r e ? 

21 THE WITNESS: Yes, we have, 

22 Mr. Brooks. 

23 MR. BROOKS: Last t i m e was a t t h e p i t 

24 r u l e h e a r i n g i f I r e c a l l . 

25 THE' WITNESS: Yes, s i r , i t was. 
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1 LMR. BROOKS: W e l l , h o p e f u l l y we're on 

2 a l i t t l e more f r i e n d l y b a s i s t h a n we were t h e r e . 

3 MS. MUNDS-DRY: Le t ' s not b r i n g t h a t 

4 up, Mr. Brooks. 

5 MR. BROOKS: W e l l , I am not g o i n g t o 

6 ask you l e g a l q u e s t i o n s , b u t I am -- want t o p r e f a c e 

7 my q u e s t i o n t h a t I am goi n g t o ask you, which I t h i n k 

8 you've a l r e a d y answered, b u t I want t o get i t on t h e 

9 r e c o r d on a l e g a l d e f i n i t i o n . And I am go i n g t o read 

10 you t h e d e f i n i t i o n so you have a b a s i s t o answer. 

11 T h i s i s from S e c t i o n 70-2-33 o f t h e New Mexico 

12 s t a t u t e s as S u b s e c t i o n H. 

13 And i t says, " C o r r e l a t i v e r i g h t s 

14 means t h e o p p o r t u n i t y a f f o r d e d so f a r as i t i s 

15 p r a c t i c a b l e t o do so t o th e owner o f each p r o p e r t y i n 

16 a p o o l t o produce w i t h o u t waste h i s j u s t and 

17 e q u i t a b l e share o f t h e o i l or gas or b o t h i n th e p o o l 

18 b e i n g an amount so f a r as can p r a c t i c a b l y be 

19 d e t e r m i n e d and so f a r as can p r a c t i c a b l y be o b t a i n e d 

20 w i t h o u t waste," and here we come t o th e i m p o r t a n t 

21 p a r t , " s u b s t a n t i a l l y i n p r o p o r t i o n t o t h a t q u a n t i t y 

22 o f r e c o v e r a b l e o i l or gas or b o t h under t h e p r o p e r t y 

23 -- s u b s t a n t i a l l y i n p r o p o r t i o n t h a t t h e q u a n t i t y o f 

24 r e c o v e r a b l e o i l or gas or b o t h under t h e p r o p e r t y 

25 bears t o t h e t o t a l r e c o v e r a b l e o i l or gas or b o t h i n 
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1 t h e p o o l and f o r such purpose t o use h i s j u s t and 

2 e q u i t a b l e share o f r e s e r v o i r energy." 

3 Based on t h a t d e f i n i t i o n , Mr. S c o t t , 

4 and maybe you don't u n d e r s t a n d i t , i f you don ' t , t e l l 

5 me, b u t h a v i n g been i n t h e o i l i n d u s t r y as l o n g as 

6 you have, I t h i n k you p r o b a b l y u n d e r s t a n d i t . 

7 THE WITNESS: Yes, s i r . 

8 MR. BROOKS: I f t h i s a p p l i c a t i o n were 

9 g r a n t e d , i s i t your o p i n i o n -- are you s t a t i n g t h e 

10 o p i n i o n -- i s i t your o p i n i o n t h a t i f t h i s 

11 a p p l i c a t i o n were g r a n t e d , you and t h e o t h e r owners i n 

12 t h e sou t h h a l f o f S e c t i o n 21 would be de n i e d your 

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

14 THE WITNESS: Yes, s i r , I agree w i t h 

15 t h a t s t a t e m e n t . 

16 MR. BROOKS: I t h o u g h t t h a t was your 

17 p o s i t i o n . I j u s t wanted t o c l a r i f y t h a t t h a t was on 

18 t h e r e c o r d based on t h e l e g a l d e f i n i t i o n . That's 

19 a l l . 

20 THE WITNESS: One t h i n g we d i d not 

21 address i n our p r e v i o u s c o n v e r s a t i o n was t h a t --

22 MR. LARSON: Mr. Examiner, i s t h e r e a 

23 q u e s t i o n on t h e t a b l e ? 

24 MR. BROOKS: Was t h e r e a n y t h i n g e l s e 

25 you would l i k e t o say on t h e s u b j e c t , Mr. S c o t t ? 
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1 THE WITNESS: I f you would a l l o w me, 

2 s i r , t h e a p p l i c a t i o n asked f o r t h e p o o l i n g o f t h e 

3 i n t e r e s t s from 2500 f e e t , which by t h e way, i s a 

4 depth s e g r e g a t i o n i s s u e w i t h r e g a r d s t o ownership i n 

5 S e c t i o n 21, from 2500 f e e t t o t h e base o f t h e Bone 

6 S p r i n g s . The h o r i z o n t a l -- t h e v e r t i c a l p o r t i o n o f 

7 t h a t w e l l b o r e e v a l u a t e d and developed t h a t i n t e r v a l 

8 between 2500 f e e t and t h e — I suppose t h e base o f 

9 t h e second Bone S p r i n g sand. 

10 The h o r i z o n t a l p o r t i o n o f t h a t 

11 w e l l b o r e doesn't e v a l u a t e or develop a n y t h i n g b u t t h e 

12 second Bone S p r i n g sand, and t h a t i s a n o t h e r reason 

13 t h a t t h e a p p l i c a t i o n i s i n e r r o r i n t h a t once t h e 

14 c a s i n g i s run out i n t o t h a t h o r i z o n t a l s e c t i o n , t h a t 

15 w e l l b o r e i s i n t h e second Bone S p r i n g sand, and t h e 

16 f i r s t sand, t h e f i r s t and t h i r d c a r b o n a t e s , t h e t h i r d 

17 sand i n t h e Delaware w i l l no l o n g e r be a v a i l a b l e t o 

18 t h e p o o l s ' i n t e r e s t s when, i n f a c t , i t wasn't 

19 e v a l u a t e d or developed w i t h t h e w e l l b o r e . 

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

2 1 have. 

22 MR. EZEANYIM: Based on t h a t 

23 d e f i n i t i o n t h a t he j u s t read t o you, you s a i d t h a t 

24 your i n t e r e s t s and a l l o f those you r e p r e s e n t would 

2 5 be impacted. I s t h a t j u s t you s a y i n g i t , or do you 
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1 have a n y t h i n g t o show t h a t your i n t e r e s t s would be 

2 impacted? Based on t h a t d e f i n i t i o n because I t h i n k I 

3 u n d e r s t a n d what t h a t c o r r e l a t i v e r i g h t i s t r y i n g t o 

4 d e f i n e . So based on t h a t , l e t ' s say, f o r example, 

5 w e l l o r i e n t a t i o n may c o s t a l i t t l e more and you get a 

6 s u r e r f i t t h a n i f you o r i e n t i t t h e o t h e r way, and 

7 t h a t ' s how t h e d e f i n i t i o n i s done. What can you t e l l 

8 me now t o t e l l me t h a t your c o r r e l a t i v e r i g h t s are 

9 impacted i n t h a t s o u t h h a l f of t h e west h a l f , 

10 whatever, n o r t h e a s t , t h a t you're asking? Or you j u s t 

11 assume t h a t t h e y are g o i n g t o be impacted w i t h t h e 

12 r e s t o f t h e p r o j e c t ? 

13 THE WITNESS: W e l l , Mr. Examiner, I 

14 t h i n k I d e m o n strated w i t h s e v e r a l p i e c e s o f my 

15 t e s t i m o n y t h e r e t h a t a l l o c a t i n g p r o d u c t i o n i n a 

16 compulsory p o o l on the b a s i s o f f o u r 40-acre t r a c t s 

17 i s not e q u i t a b l e . That i t i s not f a i r t o t h e p o o l s ' 

18 i n t e r e s t s . 

19 MR. EZEANYIM: Because? 

20 THE WITNESS: W e l l , because 100 

21 p e r c e n t o f t h e p r o d u c t i o n from t h a t w e l l b o r e may w e l l 

22 come from t h e west h a l f of t h e southwest q u a r t e r . 

23 MR. EZEANYIM: Okay. So i f you would 

24 l o o k a t E x h i b i t Number 2 from Cimarex, you are 

25 o b j e c t i n g t o t h a t d e m o n s t r a t i o n t h e r e ? That 71,000 
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1 would come from each u n i t ? That's what t h e y 

2 i n d i c a t e d t h e r e . 

3 THE WITNESS: Oh, a b s o l u t e l y . At 

4 t h i s p o i n t i n t h e pr o c e s s , t h a t ' s what we i n t h e 

5 i n d u s t r y c a l l a w i l d ass guess. 

6 MR. EZEANYIM: Okay. So you 

7 don't agree w i t h t h e n o t i o n t h a t based on t h i s 

8 geology, t h a t t h e r e s e r v o i r i s homogeneous across 

9 t h a t west h a l f , west h a l f ? You don't agree w i t h 

10 t h a t ? 

11 THE WITNESS: No, s i r , I d o n ' t . 

12 MR. EZEANYIM: Okay. Did you do any 

13 o f t h e c a l c u l a t i o n t o r e p o r t those -- d i d you do any 

14 c a l c u l a t i o n i n t h e -- i n t h e southwest h a l f t o 

15 demonstrate t h a t t h e r e c o v e r y may be d i f f e r e n t t h a n 

16 what t h e y showed t h e r e ? 

17 THE WITNESS: No, s i r , I d i d n o t . My 

18 i s o p a c h was about o n e - t h i r d below --

19 MR. EZEANYIM: Yeah, I see t h a t . 

20 THE WITNESS: -- t h e i r maximum 

21 numbers, and I don't have any i s s u e w i t h t h e 

22 r e s e r v o i r c a l c u l a t i o n s t h a t were developed, j u s t 

23 m u l t i p l y them by 66 p e r c e n t . 

24 MR. EZEANYIM: But as a p e t r o l e u m 

25 e n g i n e e r you have t o c a l c u l a t e on those two u n i t s 
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1 t h a t you are t a l k i n g about w i t h your i n t e r e s t group 

2 t o demons t r a t e , say, okay, these are a l l we t h i n k 

3 we're g o i n g t o get t h e r e , u n l e s s i t i s s u b s t a n t i a l l y 

4 d i f f e r e n t from 71,000 t h a t t h e y are d e m o n s t r a t i n g . I 

5 mean, t h a t you would be making a p o i n t t h e r e . 

6 A l t h o u g h you asked me t o ask t h a t each u n i t be 

7 t e s t e d , b u t you c o u l d have r an a c a l c u l a t i o n on t h a t . 

8 I don't have a l l o f t h e d a t a . The o n l y t h i n g t h a t we 

9 have i s on t h a t n o r t h w e s t , n o r t h w e s t h a l f , which I am 

10 not sure how good i t i s , b u t i f you have done a 

11 c a l c u l a t i o n t o demonstrate t h a t p r o d u c t i o n from those 

12 two u n i t s ? 

13 THE WITNESS: I have not pe r f o r m e d 

14 t h a t c a l c u l a t i o n . 

15 MR. EZEANYIM: My problem i s t h e r e 

16 t h e y c o u l d have done some c a l c u l a t i o n s . You know, i f 

17 I l o o k a t t h a t l e a s e , t h e r e i s Marbob, t h e r e i s Lynx, 

18 t h e r e i s a l o t o f o p e r a t o r s who have e n g i n e e r s t o do 

19 t h a t c a l c u l a t i o n . For t h e purpose o f t h i s t e s t i m o n y 

20 or f o r t h i s h e a r i n g , you c o u l d come back w i t h o u t you 

21 knowing what i s even here and say, okay, we 

22 c a l c u l a t e d i n those two u n i t s 120,000 f o r each o f 

23 them. T h e r e f o r e , you demonstrate t h a t i t i s g o i n g t o 

24 be d i f f e r e n t from what i s coming from t h e n o r t h h a l f . 

25 THE WITNESS: W e l l , Mr. Examiner, i f 
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1 you w i l l a l l o w me t o use Cimarex' c a l c u l a t i o n s , I can 

2 come up w i t h t h a t number i n about 30 seconds. 

3 MR. EZEANYIM: I know you c o u l d , b u t 

4 I don't know i f t h e y w i l l a l l o w you t o do t h a t . 

5 W e l l , anyway, I know t h e y w i l l . Okay. L e t ' s not do 

6 t h e c a l c u l a t i o n y e t because I don't know how good t h e 

7 numbers a r e . I f you had done t h a t c a l c u l a t i o n , t h a t 

8 would have l i m i t e d t h e p a r t t o t e s t each o f those 

9 4 0-acre u n i t s . 

10 THE WITNESS: W e l l , o f course, w i t h 

11 t h e l i m i t e d c o n t r o l t h a t i s i n t h e area, my map may 

12 be wrong, which makes a l l o f t h e c a l c u l a t i o n s s u b j e c t 

13 t o v e r y s i g n i f i c a n t p r o b a b i l i t i e s of e r r o r . There i s 

14 j u s t no way t o know w i t h t h e l i m i t e d amount o f 

15 c o n t r o l t h a t ' s i n t h i s v i c i n i t y what i s down t h e r e . 

16 MR. EZEANYIM: Yeah. On t h i s l e a s e 

17 you have here t h a t you are speaking on b e h a l f o f , 

18 what, a l l o f them, and your c o u n s e l asked you i f t h i s 

19 a p p l i c a t i o n were t o be approved, would you a l l o w a 

20 t e s t o f each of those u n i t s and then a l l o c a t i o n 

21 depends on those t e s t s , r i g h t ? 

22 THE WITNESS: I b e l i e v e t h a t i s a 

23 r e a s o n a b l y f a i r way t o acc o m p l i s h what I seek t o 

24 a c c o m p l i s h . 

25 MR. EZEANYIM: And a l l o f these 
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1 people here w i l l agree w i t h what you're saying? 

2 THE WITNESS: I b e l i e v e t h a t would be 

3 c o r r e c t , yes. 

4 MR. EZEANYIM: Did you d i s c u s s i t 

5 b e f o r e you came over here today, or are you j u s t 

6 s p e a k i n g on them t h i n k i n g t h a t t h e y w i l l b e l i e v e you? 

7 THE WITNESS: I have d i s c u s s e d i t 

8 w i t h a p p r o x i m a t e l y h a l f o f t h a t group. I don't t h i n k 

9 I t a l k e d t o every one i n t h e group s p e c i f i c a l l y w i t h 

10 r e g a r d t o t h a t i s s u e . 

11 MR. EZEANYIM: You agree w i t h 

12 c o u n s e l , t e s t i n g each o f those u n i t s i s s u b s t a n t i v e ? 

13 You know, i t might be l e s s t h a n $1 m i l l i o n ? I t might 

14 be more t h a n $1 m i l l i o n ? You agree t e s t i n g those 

15 u n i t s would c o s t some money, r i g h t ? You agree w i t h 

16 t h a t ? Okay. You agree w i t h t h a t ? 

17 THE WITNESS: Yes, s i r . I t would add 

18 c o s t t o t h e p r o j e c t t o t e s t those u n i t s i n d i v i d u a l l y . 

19 MR. EZEANYIM: And then those c o s t s 

20 would be shared among a l l t h e p a r t i e s ? 

21 THE WITNESS: That i s a f f i r m a t i v e . 

22 MR. EZEANYIM: Are you -- I t h i n k 

23 t h i s q u e s t i o n has been asked. Are you -- Lynx and 

24 t h e r e s t o f them, are you p l a n n i n g t o d r i l l a 

25 v e r t i c a l w e l l or a h o r i z o n t a l w e l l i n t h a t s o u t h h a l f 
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1 p o r t i o n ? 

2 THE WITNESS: Mr. Examiner, I have no 

3 immediate p l a n s t o d r i l l t h e r e , b u t we are a c t i v e i n 

4 t h e immediate neighborhood. 

5 MR. EZEANYIM: Okay. So you are 

6 p l a n n i n g i n t h e f u t u r e t o d r i l l a w e l l t h e r e ? 

7 THE WITNESS: Yes, s i r . 

8 MR. EZEANYIM: Okay. You mentioned 

9 i n your t e s t i m o n y t h a t t h e n o r t h w e s t h a l f o f t h a t 21 

10 i s l e s s p r o s p e c t i v e t h a n t h e southwest -- I mean, 

11 n o r t h w e s t q u a r t e r , southwest q u a r t e r ? 

12 THE WITNESS: Yes, s i r . 

13 MR. EZEANYIM: How d i d you come up 

14 w i t h t h a t p r o p o s i t i o n ? 

15 THE WITNESS: W e l l , t h e two be s t 

16 w e l l s i n a l a r g e area are t h e w e l l i m m e d i a t e l y t o t h e 

17 west, t h a t b e i n g t h e n o r t h w e s t o f t h e s o u t h e a s t o f 

18 t h e a d j o i n i n g s e c t i o n t o t h e west, and my F e d e r a l HJ 

19 27, which i s i n t h e southwest o f t h e n o r t h w e s t o f 

20 S e c t i o n 27. And my is o p a c h and s t r u c t u r e map have 

21 c u m u l a t i v e r e c o v e r y bubbles on t h o s e , and t h e y f a c t o r 

22 two or more b e t t e r t h a n any o t h e r w e l l i n the 

23 immediate v i c i n i t y . 

24 MR. EZEANYIM: So t h e y w i l l agree 

25 l i k e you s a i d i f t h e w e l l i s o r i e n t e d from t h a t u n i t 
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1 D t o A, i t would produce l e s s t h a n i f you o r i e n t i t 

2 from u n i t A t o whatever t h a t i s ? You know, I mean, 

3 n o r t h , s o u t h . That's what you're p r o p o s i n g . That's 

4 what would happen i f we -- your o r i e n t a t i o n i s west 

5 t o east t h a n n o r t h t o south? 

6 THE WITNESS: Based on my mapping, a 

7 w e l l east t o west across t h e so u t h h a l f o f S e c t i o n 21 

8 would be i n a more advantageous l o c a t i o n t h a n a w e l l 

9 n o r t h t o so u t h across t h e west h a l f o f 2 1 . 

10 MR. EZEANYIM: Can you r e p e a t t h a t ? 

11 I t j u s t c r o s s e d my head. What i s --

12 THE WITNESS: On my map, a w e l l east 

13 t o west across t h e so u t h h a l f , s o u t h h a l f o f S e c t i o n 

14 21 would be more advantageous t h a n a w e l l n o r t h t o 

15 so u t h across t h e west h a l f , west h a l f o f S e c t i o n 21. 

16 MR. EZEANYIM: Okay. But not across 

17 t h e n o r t h h a l f , n o r t h h a l f ? 

18 THE WITNESS: I don't own any acreage 

19 i n t h e n o r t h h a l f . 

20 MR. EZEANYIM: Okay. So t h a t ' s 

21 why -- okay. I u n d e r s t a n d . 

22 MR. BROOKS: I had one more q u e s t i o n 

23 i n f o l l o w i n g up on t h i s . I am l o o k i n g a t your — 

24 w e l l , a coupl e more q u e s t i o n s , I guess. I was 

25 l o o k i n g a t your e x h i b i t . The w e l l t h a t i s up i n t h e 
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1 s e c t i o n t o t h e n o r t h o f 21, t h a t l o o k s l i k e a d r y 

2 h o l e marker; i s t h a t c o r r e c t ? 

3 THE WITNESS: I t i s f o r a f a c t . 

4 MR. BROOKS: And was t h a t t e s t e d i n 

5 t h e Bone Springs? 

6 THE WITNESS: I t was i n t h e second 

7 s and. 

8 MR. BROOKS: So t h a t k i n d o f tends t o 

9 r e i n f o r c e your o p i n i o n t h a t t h e b e t t e r sands are t o 

10 t h e sou t h r a t h e r t h a n t o t h e n o r t h ? 

11 THE WITNESS: Yes, s i r , i t does. 

12 MR. BROOKS: And I'm assuming t h a t 

13 t h i s i s a s t r u c t u r e map, r i g h t ? Not an isopach? 

14 THE WITNESS: The p u r p l e l i n e s are 

15 s t r u c t u r e on t o p o f t h e t h i r d Bone S p r i n g sand. The 

16 b r i g h t r e d l i n e s are is o p a c h on t h e Bone S p r i n g 

17 second sand. 

18 MR. BROOKS: Okay. 

19 MR. EZEANYIM: They a l l seem p u r p l e 

2 0 t o me. 

21 MR. BROOKS: W e l l , t h a t ' s what I was 

22 t h i n k i n g , b u t I t h i n k I don't see any t h a t l o o k 

23 r e d , b u t I see some t h a t maybe are orange. And so I 

24 am assuming t h a t t h e ones t h a t go down and have a 

25 wide spot a t 27 and a l i t t l e -- a s m a l l e r wide spot 
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1 up i n S e c t i o n 20 and t h e channel between t h e two, 

2 t h a t t h a t i s your i s o p a c h . I s t h a t a c o r r e c t 

3 assumption? 

4 THE WITNESS: That would be c o r r e c t , 

5 s i r . 

6 MR. BROOKS: Anyway, t h e p u r p l e hose 

7 l i n e s -- t h e p u r p l e hoses t h a t go across t h e r e , are 

8 those t h e h i g h -- are those h i g h s , s t r u c t u r a l h i g h s ? 

9 THE WITNESS: A c t u a l l y , our s t r u c t u r e 

10 maps don't d i f f e r a whole l o t . There i s a v e r y 

11 g e n t l e d i p n o r t h w e s t t o s o u t h e a s t w i t h , oh, k i n d o f a 

12 wide spot t h e r e across t h e so u t h h a l f o f S e c t i o n 21, 

13 a f l a t s p o t , i f you w i l l . 

14 MR. BROOKS: Anyway, your map t o my 

15 u n t r a i n e d eye does c l e a r l y s u p p o r t your t e s t i m o n y , 

16 and I u n d e r s t a n d t h a t a g e o l o g i s t ' s map i s no b e t t e r 

17 t h a n t h e day t h a t i t i s drawn on. 

18 THE WITNESS: Mr. Brooks, a l l maps 

19 p a r t i c u l a r l y w i t h t h e c o n t r o l t h a t i s a v a i l a b l e here 

20 are s u b j e c t t o v e r y s i g n i f i c a n t amounts o f 

21 i n t e r p r e t a t i o n . 

22 MR. BROOKS: Thank you, Mr. S c o t t . I 

23 have n o t h i n g f u r t h e r . 

24 MR. LARSON: N o t h i n g f u r t h e r . 

25 MS. MUNDS-DRY: N o t h i n g f u r t h e r . 
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1 MR. EZEANYIM: N o t h i n g f u r t h e r . A l l 

2 r i g h t . That's good. 

3 MR. BROOKS: - I do have a q u e s t i o n f o r 

4 Ms. Munds-Dry, b u t I assume t h e y are g o i n g t o c a l l 

5 f o r argument, so. 

6 MS. MUNDS-DRY: Yes, Mr. Ezeanyim, I 

7 have a c l o s i n g s t a t e m e n t . 

8 MR. EZEANYIM: I know we're g o i n g t o 

9 t h e s t a t e m e n t , b u t I want t o know i f anybody has 

10 a n y t h i n g f o r t h i s w i t n e s s . 

11 MS. MUNDS-DRY: I have n o t h i n g 

12 f u r t h e r f o r Mr. S c o t t . 

13 MR. EZEANYIM: Do you have any 

14 q u e s t i o n s t o ask b e f o r e --

15 MR. LARSON: N o t h i n g f o r t h e w i t n e s s . 

16 MR. EZEANYIM: Okay. C l o s i n g 

17 s t a t e m e n t --

18 MR. LARSON: I a c t u a l l y would l i k e t o 

19 c a l l one r e b u t t a l w i t n e s s . Mr. Compton. 

20 MR. EZEANYIM: Okay. Who do you want 

21 t o c a l l ? 

22 MR. LARSON: Mr. Compton. 

23 MR. EZEANYIM: Okay. Mr. Compton, 

24 you have been sworn, and t h e t e s t i m o n y you're g o i n g 

25 t o g i v e i s s t i l l under o a t h . Go ahead. 
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1 MARK COMPTON 

2 A f t e r h a v i n g been p r e v i o u s l y d u l y sworn under 

3 o a t h , 

4 was q u e s t i o n e d and t e s t i f i e d as f o l l o w s : 

5 EXAMINATION 

6 BY MR. LARSON: 

7 Q Mr. Compton, you had c o n v e r s a t i o n s w i t h 

8 s e v e r a l o f the e n t i t i e s l i s t e d on E x h i b i t 3 a f t e r you 

9 sent out t h e p r o p o s a l --

10 A I d i d . 

11 Q -- m a t e r i a l s ? And who s p e c i f i c a l l y d i d 

12 you have c o n v e r s a t i o n s w i t h ? 

13 A I i n i t i a l l y s t a r t e d w i t h t h e Bass group 

14 f o r obvious reasons. They are 40 p e r c e n t o f t h e 

15 s o u t h h a l f , j u s t t o s t a y on t h e i r l i n e . Asked them 

16 i f t h e y got a p r o p o s a l . They had. Since t h e t i m e 

17 t h a t t h e y r e c e i v e d i t on 11/23 o f '09, I have spoken 

18 w i t h t h e i r landman, Brad Glasscock, no l e s s t h a n a 

19 dozen t i m e s . As l a t e as Monday o f t h i s week b e f o r e I 

20 got on a pla n e i n M i d l a n d , t h e y i n d i c a t e d t h a t t h e y 

21 wanted t o p a r t i c i p a t e i n the Penny P i n c h e r 21 Fed 

22 #1H. 

23 They've s a i d t h a t a l l a l o n g . They've 

24 never wavered. I t passed t h e i r -- and t h i s i s Brad 

25 s p e a k i n g d i r e c t l y t o me. I t has passed t h e i r geology 
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1 department. I t i s now w i t h t h e i r e n g i n e e r i n g , b u t 

2 t h e y i n t e n d t o p a r t i c i p a t e i n t h e Penny P i n c h e r 21 

3 Fed #1H w i t h t h e i r 40 p e r c e n t o f t h e so u t h h a l f . 

4 I t h e n s t a r t e d l e a v i n g messages w i t h t h e 

5 Lynx group. I don't r e c a l l who I t a l k e d w i t h f i r s t . 

6 I do know I spoke w i t h Ross Duncan a t Marbob, a t 

7 which p o i n t he asked me, do you have i n t e r e s t i n t h e 

8 s o u t h h a l f ? I don't t h i n k t h e r e i s any q u e s t i o n I 

9 i m p l i e d I d i d because t h a t ' s t h e i m p r e s s i o n I got 

10 from t h e Bass group, we're g o i n g t o p a r t i c i p a t e i n 

11 t h e Penny P i n c h e r . 

12 And because o f some o t h e r c i r c u m s t a n c e s , 

13 t h e y now are opposing us. But a t one p o i n t , Marbob 

14 was i n t h e mix. I have spoken w i t h Wes P e r r y a t EGL 

15 who s a i d , I don't have t i m e t o be f o r c e p o o l e d . Send 

16 me an e x e c u t a b l e f a r m - o u t and an e x e c u t a b l e t e r m 

17 assignment. I w i l l execute one o f them and send i t 

18 back t o you. 

19 I , a g a i n , have no reason t o b e l i e v e Wes i s 

20 not g o i n g t o do t h a t . I t a l k e d t o Wes l a s t week. He 

21 was now g o i n g t o l e t L a r r y r e p r e s e n t h i s i n t e r e s t s . 

22 I spoke w i t h Gary Fonay o f Fonay O i l & Gas. Gary, 

23 amongst s a y i n g some o t h e r t h i n g s , s a i d -- and I had 

24 not spoken t o Gary b e f o r e t h i s and from t h e t i m e he 

25 got h i s pa c k e t -- w i l l you make me t h e same o r i g i n a l 
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1 o f f e r t h a t you made L a r r y S c o t t ? And i t s u r p r i s e d me 

2 t h a t he would even know. 

3 I s a i d , are you t a l k i n g about t h e $400 an 

4 acre two-year ter m assignment? He s a i d , yes. I 

5 s a i d , a b s o l u t e l y , we w i l l . He s a i d , you know what? 

6 I don't own much. Cash i s not -- i t w o u l d n ' t be --

7 l e t me t h i n k about i t . I s a i d , f i n e . Next t h i n g I 

8 know, Gary i s now l e t t i n g L a r r y r e p r e s e n t h i s 

9 i n t e r e s t s . I -- t h i s i s not g o i n g t o be a backhanded 

10 compliment a t a l l . I compliment L a r r y and h i s 

11 a b i l i t y t o c i r c l e t h e wagons because t h e r e i s no 

12 q u e s t i o n t h a t , number 1, c o n t r a r y t o what he s a i d up 

13 here, not a l l t h e owners i n t h e s o u t h h a l f are 

14 opposed t o t h i s w e l l . I am speaking on - a weekly 

15 b a s i s w i t h 40 p e r c e n t o f them. And as o f f o u r days 

16 ago, t h e y s t i l l want t o p a r t i c i p a t e i n t h e Penny 

1 7 P i n c h e r . 

18 But he d i d a heck o f a j o b . But when 

19 people t e l l me one t h i n g , I have no reason t o b e l i e v e 

20 t h a t t h e y are not g o i n g t o do i t , and I was 

21 s p e c i f i c a l l y t o l d a t one t i m e by Marbob, a t one t i m e 

22 by EGL, and one t i m e Gary d i d n ' t say i t but he 

23 i m p l i e d , I don't have t i m e t o be f o r c e d p o o l e d , I 

24 have no reason t o b e l i e v e t h a t t h e y are not g o i n g t o 

25 do what t h e y say t h e y are g o i n g t o do. 
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1 A g a i n , I w i l l compliment L a r r y . He 

2 c i r c l e d t h e wagons. To c h a r a c t e r i z e my a c t i o n s as 

3 b e i n g gamesmanship i s not o n l y e r r o n e o u s , i t i s 

4 i n s u l t i n g , so --

5 Q We may have a -- how s h o u l d I say i t ? -- a 

6 f a i l u r e t o communicate here i n terms o f what we're 

7 t a l k i n g about an i n t e r e s t because i t seems t o me we 

8 c o u l d have a l e g a l i n t e r e s t or we c o u l d have 

9 i n t e r e s t s i n p a r t i c i p a t i n g i n t h e w e l l . I b e l i e v e 

10 Mr. S c o t t t e s t i f i e d t h a t you r e p r e s e n t e d t h a t you had 

11 a l e g a l i n t e r e s t i n t h e s o u t h h a l f . Did you 

12 r e p r e s e n t t h a t , or d i d you r e p r e s e n t t h a t you had 

13 i n t e r e s t s from o t h e r i n t e r e s t owners i n p a r t i c i p a t i n g 

14 i n the w e l l ? 

15 A I s p e c i f i c a l l y would speak t o one person 

16 and s p e c i f i c a l l y t e l l them what t h e p r e v i o u s person 

17 t o l d me. I spoke t o Marbob second, and Ross asked 

18 me, do you have an i n t e r e s t ? I s a i d , I have spoken 

19 w i t h Bass, Bass i n d i c a t e s t h e y want t o p a r t i c i p a t e . 

20 Q Okay. So an i n t e r e s t i n p a r t i c i p a t i n g i n 

21 t h e w e l l ? Not --

22 A For them s p e c i f i c a l l y , p a r t i c i p a t i n g i n 

23 t h e w e l l . Some of t h e o t h e r s d i d n ' t -- Gary d i d n ' t 

24 say one way or t h e o t h e r . Wes goes, I am more apt t o 

25 do a f a r m - o u t or assignment. Send me one or t h e 
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1 o t h e r . I w i l l l e t you keep one and send i t back t o 

2 you. I knew t h e n he wasn't g o i n g t o p a r t i c i p a t e . He 

3 was s i m p l y -- he was g o i n g t o make a t r a d e . But i n 

4 no way d i d I s p e c i f i c a l l y t e l l somebody i n o r d e r t o 

5 i n f l u e n c e t h e i r d e c i s i o n , we have an i n k e d o p e r a t i n g 

6 agreement which g i v e s us c o n t r a c t u a l i n t e r e s t i n t h e 

7 s o u t h h a l f . 

8 Q And you d i d n ' t s t a t e t h a t you had a l e g a l 

9 i n t e r e s t i n t h e south h a l f , l e g a l ownership i n t e r e s t ? 

10 A Yeah, people knew we d i d n ' t have a l e g a l 

11 ownership i n t e r e s t i n t h e s o u t h h a l f . 

12 Q That was u n d e r s t o o d from t h e b e g i n n i n g ? 

13 A Yeah, everybody t h a t I've t a l k e d t o knows 

14 how we got our i n t e r e s t , and i t i s 84 p e r c e n t i n t h e 

15 n o r t h h a l f t h a t we got from Devon. And even when I 

16 spoke w i t h L a r r y t h e f i r s t t i m e and I o f f e r e d him 

17 $400 an acre and he s a i d , I am t h i n k i n g $4,000, you 

18 know, I went t h r o u g h how we got i t . 

19 I am f a m i l i a r w i t h a l l o f t h a t . I know 

20 where you got i t . So everybody understands how we 

21 got our p o s i t i o n and where i t was. I t i s not i n t h e 

22 s o u t h h a l f . I t i s i n t h e n o r t h h a l f . But t h e y 

23 are -- under no c i r c u m s t a n c e s d i d I i m p l y , o t h e r t h a n 

24 t o s t a t e , t h i s p a r t i c u l a r person s a i d t h e y e i t h e r 

25 want t o p a r t i c i p a t e or t h i s p a r t i c u l a r person s a i d 
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1 t h e y were g o i n g t o do a d e a l . 

2 MR. LARSON: Pass t h e w i t n e s s . 

3 MR. EZEANYIM: What i s your name 

4 again? 

5 THE WITNESS: I'm s o r r y ? 

6 MR. EZEANYIM: What i s your name 

7 again? 

8 THE WITNESS: My name i s Mark 

9 Compton. 

10 MR. EZEANYIM: The g e o l o g i s t or t h e 

11 landman? 

12 THE WITNESS: Landman. 

13 MR. EZEANYIM: Okay. As you are 

14 t a l k i n g , I hope you're not angry. 

15 THE WITNESS: No, no -- w e l l , no. I 

16 t h i n k anybody gets i r r i t a t e d when somebody 

17 c h a r a c t e r i z e s them or t h e i r a c t i o n s as b e i n g a t b e s t 

18 gamesmanship because t h a t goes a g a i n s t t h e e t h i c s o f 

19 t h e American A s s o c i a t i o n o f P r o f e s s i o n a l Landmen, and 

20 anybody who i s a landman knows how we do b u s i n e s s , 

21 and we have a l e v e l t h a t we a s c r i b e t o . 

22 MR. EZEANYIM: Yeah, t h a t i s good 

23 because i n t h i s a d m i n i s t r a t i v e h e a r i n g , we don't want 

24 t o be angry. 

25 THE WITNESS: No, I am not angry a t 
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1 a l l . 

2 MR. EZEANYIM: I f i t i s angry, we 

3 s t r i k e i t o f f t h e r e c o r d . 

4 THE WITNESS: And I l i k e L a r r y , and I 

5 meant t h i s a b s o l u t e l y p o s i t i v e l y , Mr. Examiner, he 

6 a b s o l u t e l y c i r c l e d t h e wagons I t h i n k maybe b e t t e r 

7 t h a n anybody I have ever seen. 

8 MR. EZEANYIM: Cool down. Cool down. 

9 I don't you t o get angry. That's how -- t h a t ' s okay. 

10 Sometimes we are a g i t a t e d . I do t h a t , t o o , 

11 sometimes. When I don't get what I want, I get 

12 a g i t a t e d , b u t i n t h i s b u s i n e s s , you have t o c o o l 

13 down. 

14 THE WITNESS: Sure. 

15 MR. EZEANYIM: I u n d e r s t a n d what you 

16 mean. Based on t h i s t e s t i m o n y , do you have a n y t h i n g 

17 t o say? 

18 EXAMINATION 

19 BY MS. MUNDS-DRY: 

20 Q Mr. Compton, I j u s t want t o make sure I 

21 u n d e r s t a n d t h a t a t t h i s t i m e , you don't have a d e a l 

22 w i t h anybody i n t h e west h a l f , s o u t h e a s t ? 

23 A We have no s i g n e d o p e r a t i n g agreement w i t h 

24 any member from t h e so u t h h a l f . 

25 Q I know Mr. Larson made a d i s t i n c t i o n 
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1 between l e g a l i n t e r e s t s or what I would maybe 

2 c h a r a c t e r i z e as a c o n t r a c t u a l i n t e r e s t . You don't 

3 have any o t h e r l e g a l i n t e r e s t or a c o n t r a c t u a l 

4 i n t e r e s t i n t h a t s e c t i o n now? 

5 A We have no si g n e d documents which g i v e us 

6 a l e g a l , c o n t r a c t u a l i n t e r e s t i n t h e sou t h h a l f 

7 today. 

8 MS. MUNDS-DRY: Okay. Thank you, Mr. 

9 Compton. I have n o t h i n g f u r t h e r . 

10 MR. EZEANYIM: A n y t h i n g f u r t h e r ? 

11 MR. LARSON: N o t h i n g f u r t h e r . 

12 MR. EZEANYIM: Do you have any 

13 q u e s t i o n s f o r t h e w i t n e s s ? 

14 MR. BROOKS: No q u e s t i o n s f o r t h e 

1 5 w i t n e s s . 

16 MR. EZEANYIM: You may s t e p down. 

17 Okay. Now I go back t o c l o s i n g s t a t e m e n t s . 

18 Mr. Larson? 

19 MR. LARSON: Can I c l e a r up a couple 

20 o f p r o c e d u r a l t h i n g s --

21 MR. EZEANYIM: Okay, p l e a s e . 

22 MR. LARSON: -- b e f o r e I make my 

23 state m e n t ? I j u s t want t o be c l e a r you would l i k e us 

24 t o submit a p l a t o f t h e p r o j e c t area, a C-102 t y p e 

25 p l a t ? 
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1 MR. EZEANYIM: Yeah . 

2 MR. LARSON: And how s h o u l d we do 

3 t h a t ? Should I j u s t f i l e i t w i t h Ms. Davidson or --

5 i t . You can send i t d i r e c t l y t o me, or Ms. Davidson 

6 w i l l g i v e i t t o me. However you want t o do i t . But 

7 those documents, one i s from C-102, t h e p l a t , and t h e 

8 second i s t h e newspaper advisement t h a t i s not 

9 i n c l u d e d i n t h e packet here today. So you can get i t 

10 t o Ms. Davidson, and she w i l l get i t t o me. 

11 MR. LARSON: Understood. And then 

12 t he i s s u e o f n o t i c e t o Mr. Bayless o f t h e h e a r i n g , we 

13 have acknowledged t h a t he d i d not get n o t i c e o f t h e 

14 h e a r i n g , and I was p r e p a r e d t o say t h a t he c o u l d n ot 

15 be f o r c e d p o o l e d , b u t based on Mr. S c o t t ' s t e s t i m o n y , 

16 I t h i n k t h a t ' s a moot p o i n t . He does not p r e s e n t l y 

17 own an i n t e r e s t , and t h e r e f o r e , t h e r e was no reason 

18 t o send him n o t i c e o f t h e h e a r i n g . 

19 MR. EZEANYIM: Okay. So my 

20 u n d e r s t a n d i n g from Mr. S c o t t ' s t e s t i m o n y i s t h a t t h e y 

21 bought h i s i n t e r e s t s , r i g h t ? 

22 MR. SCOTT: That i s c o r r e c t , s i r . 

23 MR. EZEANYIM: So he doesn't own any 

24 i n t e r e s t ; t h e r e f o r e , w o u l d n ' t be r e q u i r e d t o get any 

25 n o t i c e ? 

4 MR. EZEANYIM: However you want t o do 
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1 MR. BROOKS: I t h i n k we s h o u l d ask 

2 Mr. S c o t t t o p r o v i d e us w i t h a copy o f t h e 

3 re a s s i g n m e n t . 

4 MR. SCOTT: Mr. Brooks, I b e l i e v e we 

5 c o u l d do t h a t . 

6 MR. EZEANYIM: Okay. Now, I'm go i n g 

7 t o w r i t e down t h a t you're g o i n g t o g i v e us t h a t 

8 assignment because t h a t w i l l -- once you s a i d t h a t , I 

9 c i r c l e d i t and s a i d i t i s moot because t h e y p r o v i d e d 

10 a n o t i c e , you know, which t h e y are not supposed t o 

11 do. Okay. So you're g o i n g t o g i v e us -- what d i d 

12 you c a l l i t ? 

13 MR. BROOKS: The assignment. I 

14 g a t h e r i t ' s an assignment. Not merely a c o n t r a c t ? 

15 MR. SCOTT: That i s c o r r e c t . 

16 MS. MUNDS-DRY: We w i l l p r o v i d e t h a t 

17 t o you. 

18 MR. LARSON: Do you know i f i t was 

19 f i l e d on r e c o r d ? 

20 MR. SCOTT: I am v i r t u a l l y p o s i t i v e 

21 t h a t i t was, b u t t h a t was p a r t o f a v e r y l a r g e 

22 acreage a c q u i s i t i o n from t h e Bayless group, and w h i l e 

23 i t was i n t e n d e d t o convey e v e r y t h i n g i n what we c a l l 

24 • t h e west b l o c k , t h e sou t h h a l f o f 21 may have g o t t e n 

25 o v e r l o o k e d i n t h e acreage d e s c r i p t i o n . 
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1 MR. LARSON: And t h e o n l y reason I 

2 asked i s t h a t t h a t comes on our c o n t r a c t o r who may 

3 have missed i t . 

4 MR. BROOKS: Yeah. I was g o i n g t o 

5 say I don't t h i n k t h e r e ' s any d i f f e r e n c e from our 

6 p o i n t o f view i n t h e absence o f -- an i n d i c a t i o n t h a t 

7 Bayless has a s s i g n e d i t t o someone e l s e , whether i t 

8 i s r e c o r d e d or n o t . 

9 MR. EZEANYIM: Okay. Very good. So 

10 p l e a s e p r o v i d e t h a t assignment t o Ms. Davidson so she 

11 can get i t back t o me as soon as p o s s i b l e , a l l those 

12 documents. 

13 MR. LARSON: Okay. Mr. Examiner, I 

14 would s t a t e t h a t t h e t h r e e w i t n e s s e s proposed by 

15 Cimarex have p r o v i d e d more t h a n adequate evidence t o 

16 e s t a b l i s h t h a t t h e i r a p p l i c a t i o n f o r a 160-acre 

17 p r o r a t i o n u n i t i n t h e west h a l f , west h a l f of S e c t i o n 

18 21 and t h e f o r c e p o o l i n g o f a l l t h e i n t e r e s t owners 

19 s h o u l d be g r a n t e d . I don't b e l i e v e t h a t Mr. S c o t t 

20 has s u s t a i n e d h i s burden of e s t a b l i s h i n g a purpose 

21 f o r d e n y i n g t h e p e r m i t a p p l i c a t i o n . 

22 I u n d e r s t a n d he b e l i e v e s t h a t somehow 

23 Cimarex i s abusin g t h e O i l and Gas Ac t , b u t t o t h e 

24 c o n t r a r y , t h e y are a c t i n g on t h e p r o v i s i o n s o f t h e 

25 a c t , t h e p r o v i s i o n s , r u l e s , and I would ask t h a t w i t h 
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1 t h e e x c e p t i o n o f t h e p o o l i n g i n t h e n o r t h w e s t 

2 q u a r t e r , n o r t h w e s t q u a r t e r , t h a t a l l of t h e r e l i e f i n 

3 t h e a p p l i c a t i o n be g r a n t e d . 

4 MR. EZEANYIM: Okay. Thank you v e r y 

5 much. 

6 MR. BROOKS: W e l l , I b e l i e v e t h a t 

7 t h e r e was a q u e s t i o n about whether -- about 2500 f e e t 

8 versus Bone S p r i n g s , and I u n d e r s t o o d you t o say t h a t 

9 a l l you're a s k i n g f o r s p e c i f i c a l l y now i s t h e 

10 e s t a b l i s h m e n t o f a nonstandard u n i t i n t h e Bone 

11 S p r i n g . 

12 MR. LARSON: That's c o r r e c t . 

13 MR. BROOKS: Okay. 

14 MR. LARSON: That's t h e p o o l i n g i n 

15 t h e n o r t h w e s t q u a r t e r , n o r t h w e s t q u a r t e r w i t h s u r f a c e 

16 t o 2500. 

17 MR. BROOKS: But you had a l s o asked 

18 f o r p o o l i n g o f t h e e n t i r e west h a l f o f t h e west h a l f 

19 from 2500 t o t h e base o f t h e Bone S p r i n g s . W e l l , I 

20 u n d e r s t a n d 2500 i s above t h e t o p o f t h e Bone S p r i n g , 

21 b u t I a l s o u n d e r s t o o d t h e t e s t i m o n y o f your g e o l o g i s t 

22 t o say t h a t t h e r e was n o t h i n g you were i n t e r e s t e d i n 

23 between 2500 t o t h e t o p o f t h e Bone S p r i n g . 

24 ' MR. LARSON: Not f o r purpose o f t h i s 

25 a p p l i c a t i o n . 
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1 MR. BROOKS: Okay. 

2 MR. EZEANYIM: And t h a t was my 

3 u n d e r s t a n d i n g . We're go i n g t o g i v e -- i f t h e 

4 a p p l i c a t i o n i s ever approved, i t has t o be i n t h e 

5 Bone S p r i n g s , nowhere e l s e , a h o r i z o n a l w e l l . I s 

6 t h a t --

7 MR. LARSON: That's c o r r e c t , 

8 Mr. Exami ner. 

9 MR. EZEANYIM: Because even i f I s a i d 

10 from 2500 t o Bone S p r i n g s , i t i s moot because t h e 

11 o n l y p l a c e you're g o i n g t o get access t o i s th e Bone 

12 S p r i n g s . I s t h a t okay? 

13 MR. SWAIN: Yes. 

14 MS. MUNDS-DRY: Thank you, 

15 Mr. Examiner. Lynx opposes t h i s a p p l i c a t i o n because 

16 i t b e l i e v e s t h e r e are s i g n i f i c a n t d i f f e r e n c e s between 

17 t h e r e s e r v o i r q u a l i t y between each o f th e 40-acre 

18 s p a c i n g u n i t s t h a t Cimarex proposes t o c r e a t e f o r 

19 t h i s p r o j e c t area f o r t h e w e l l . A c c o r d i n g l y , t h e 

20 b a s i s t h a t Mr. S c o t t t e s t i f i e d t o f o r d e n i a l o f t h i s 

21 a p p l i c a t i o n i s because Lynx' and the o t h e r i n t e r e s t 

22 owners' t h a t he r e p r e s e n t s c o r r e l a t i v e r i g h t s w i l l be 

23 d e n i e d . 

24 I t i s the d u t y o f t h i s d i v i s i o n , as 

25 you are w e l l aware, t o p r o t e c t c o r r e l a t i v e r i g h t s . 
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1 And S e c t i o n 70-2-17 o f t h e O i l and Gas Act p r o v i d e s 

2 t h a t i t i s your d u t y t o r e q u i r e on a l l o r d e r s and a l l 

3 r u l e s and a l l s t a t u t e s o f t h e d i v i s i o n t h a t so f a r as 

4 i t ' s p r a c t i c a b l e t o do so, each i n t e r e s t owner s h o u l d 

5 be a f f o r d e d i t s j u s t and e q u i t a b l e share o f t h e o i l 

6 and gas. And Mr. Brooks was k i n d enough t o read t h e 

7 d e f i n i t i o n o f c o r r e l a t i v e r i g h t s , which happens t o 

8 c o i n c i d e w i t h 70-2-17 of t h e O i l and Gas A c t , and 

9 t h a t ' s what Mr. S c o t t ' s b a s i s f o r d e n i a l o f t h i s 

10 a p p l i c a t i o n a b s o l u t e l y r e s t s on. 

11 The problem we have here i s t h a t t h e 

12 p o o l i n g s t a t u t e s and r u l e s are and were based on 

13 p o o l i n g f o r a s p a c i n g u n i t as we a l l know. And now 

14 w i t h t h e advent o f h o r i z o n t a l w e l l s , t h e d i v i s i o n has 

15 a l l o w e d an o p e r a t o r t o form a n o n s t a n d a r d s p a c i n g 

16 u n i t t o form a p r o j e c t area. The problem i s t h a t 

17 r e a l l y doesn't f i t because we know i t i s not r e a l l y a 

18 n o n s t a n d a r d s p a c i n g u n i t . I t was, might I say, a 

19 c o n v e n i e n t or e x p e d i e n t way t o a l l o w an o p e r a t o r t o 

20 form a p r o j e c t area f o r a h o r i z o n t a l w e l l . But t h a t 

21 doesn't mean t h a t j u s t because i t i s c o n v e n i e n t or 

22 e x p e d i e n t , t h a t t h e d i v i s i o n t h e n g e t s t o put a s i d e 

23 t h e m a t t e r o f c o r r e l a t i v e r i g h t s . I t j u s t d oesn't. 

24 So Lynx, as t h e f i r s t p r o p o s i t i o n , r e q u e s t s t h a t t h i s 

25 a p p l i c a t i o n be d e n i e d . 
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1 Now, i f t h e d i v i s i o n f i n d s t h a t i t 

2 s h o u l d g r a n t t h e a p p l i c a t i o n o f Cimarex, we suggested 

3 t h i s a l t e r n a t i v e t o p u t c o n d i t i o n s i n t h e o r d e r i n 

4 o r d e r t o a l l o w each i n t e r e s t owner t o get t h e i r j u s t 

5 and e q u i t a b l e share. And t h i s i s why we say t h i s , 

6 and t h i s i s why we t h i n k a n o n s t a n d a r d s p a c i n g u n i t 

7 i s r e a l l y not a p p r o p r i a t e here. 

8 As you're aware, f o r m i n g p r o j e c t 

9 areas i s r e a l l y more a k i n t o when you u n i t i z e an 

10 area. And i n t h a t s i t u a t i o n , t h e n you get -- every 

11 i n t e r e s t owner gets t o d e t e r m i n e t h e i r t r a c t 

12 p a r t i c i p a t i o n f a c t o r i n t h a t u n i t . You a l l get t o 

13 agree whether i t i s v o l u n t a r i l y or s t a t u t o r y , i f you 

14 have a w a t e r f l o o d and t h a t s o r t o f t h i n g , you agree 

15 t o whatever t h e a l l o c a t i o n f a c t o r i s . But t h e p o i n t 

16 i s i s t h a t everybody gets t o agree t o whatever those 

17 f a c t o r s are when you have d i s p a r a t e i n t e r e s t s i n a 

18 u n i t . 

19 A no n s t a n d a r d s p a c i n g u n i t and on t o p 

20 o f f o r c e d p o o l i n g t a k es a l l those o p t i o n s away so 

21 t h a t t h e r e i s no o p p o r t u n i t y t o e s t a b l i s h 

22 c o n t r i b u t i o n t o t h e u n i t area and a p a r t i c i p a t i o n 

23 f a c t o r and an a l l o c a t i o n f a c t o r , so t h a t i s why we 

24 propose t h i s a l t e r n a t i v e . Lynx proposes t o you t h a t 

25 because i t i s t e c h n i c a l l y f e a s i b l e , as i t i s 
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1 p r a c t i c a b l e t o do so which i s your j u r i s d i c t i o n and 

2 your a u t h o r i t y under the O i l and Gas Act t o r e q u i r e a 

3 c o n d i t i o n i n t h e o r d e r t h a t Cimarex be r e q u i r e d t o 

4 t e s t each s p a c i n g u n i t f o r a s u f f i c i e n t p e r i o d o f 

5 t i m e so t h a t c o n t r i b u t i o n t o t h e o v e r a l l p r o j e c t area 

6 i s d e t e r m i n e d . 

7 Once t h a t c o n t r i b u t i o n i s d e t e r m i n e d 

8 from t h e p r o j e c t area, then we a l s o ask t h a t t h e 

9 c o n d i t i o n -- a n o t h e r c o n d i t i o n or a r e l a t e d c o n d i t i o n 

10 i n t h e o r d e r a l l o w f o r a l l o c a t i o n t o be d e t e r m i n e d 

11 based on t h a t c o n t r i b u t i o n t e s t . That i s t h e b a s i s 

12 f o r -- i n a n u t s h e l l , f o r Lynx' o b j e c t i o n , and what 

13 we would ask and o r d e r t h a t a l l o f t h e c o r r e l a t i v e 

14 r i g h t s o f t h e i n t e r e s t owners i n t h i s proposed 

15 p r o j e c t area be p r o t e c t e d . Thank you, Mr. Ezeanyim. 

16 MR. EZEANYIM: Thank you. 

17 MR. BROOKS: Okay. Ms. Munds-Dry, I 

18 want t o ask you a q u e s t i o n and I wondered i f you were 

19 g o i n g t o argue f o r Mr. S c o t t ' s a l t e r n a t i v e s o l u t i o n , 

20 b u t t h a t r a i s e s t h i s q u e s t i o n . S e c t i o n 70-2-17 says 

21 i n p a r t , "A p o r t i o n o f t h e p r o d u c t i o n a l l o c a t e d t o 

22 t h e owner or owners o f each t r a c t or i n t e r e s t 

23 i n c l u d e d i n a w e l l s p a c i n g or p r o r a t i o n u n i t formed 

24 by a p o o l i n g o r d e r s h a l l when produced be c o n s i d e r e d 

25 as i f produced from t h e s e p a r a t e l y owned t r a c t or 



141 

1 i n t e r e s t by a w e l l d r i l l e d t h e r e o n . " 

2 Now, I'm not sure -- I'm wondering --

3 I'm not r e a l l y f u l l y p r e p a r e d because t h e r e ' s more t o 

4 t h i s s e c t i o n t h a n t h a t sentence, and t h a t sentence 

5 doesn't r e a l l y get where I was t h i n k i n g t h i s s e c t i o n 

6 g o t . So I a p o l o g i z e f o r l a u n c h i n g you i n t o t h i s , b u t 

7 I am d o u b t f u l once we c r e a t e a sp a c i n g u n i t , whether 

8 we have t h e a u t h o r i t y t o r e q u i r e -- we c e r t a i n l y have 

9 t h e a u t h o r i t y t o a l l o c a t e t h e c o s t s , b u t whether we 

10 have t h e a u t h o r i t y t o a l l o c a t e p r o d u c t i o n i n any way 

11 o t h e r t h a n p r o p o r t i o n a t e l y , I'm not c e r t a i n o f . So 

12 i f you would read t h i s over and g i v e me a -- g i v e me 

13 your t a k e on t h a t s u b j e c t , I would a p p r e c i a t e i t . 

14 MS. MUNDS-DRY: Mr. Brooks, I can 

15 t e l l you t h i s . I t h i n k t h a t s e c t i o n doesn't speak t o 

16 t h i s s i t u a t i o n i s the bottom l i n e . 

17 MR. BROOKS: You t h i n k t h e r e i s 

18 n o t h i n g i n the s e c t i o n t h a t speaks t o t h e a l l o c a t i o n 

19 o f p r o d u c t i o n ? 

20 MS. MUNDS-DRY: No, I don't t h i n k 

21 t h e r e i s . I t h i n k t h a t because those r u l e s were 

22 w r i t t e n w i t h v e r t i c a l w e l l s i n mind --

23 MR. BROOKS: W e l l , I concede those 

24 r u l e s were w r i t t e n w i t h v e r t i c a l w e l l s i n mind. I 

25 was under t h e i m p r e s s i o n i t was i n t h e r e and I 
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1 t h o u g h t I had found i t scanning i t , b u t I r e a l i z e d 

2 when I read i t , t h a t i t doesn't r e a l l y address t h a t 

3 i s s u e . 

4 MS. MUNDS-DRY: I t doesn't r e a l l y 

5 address a l l o c a t i o n . I know i t addresses w e l l c o s t s 

6 and how you -- t h a t you can c h a l l e n g e t h a t , b u t i n 

7 terms o f a l l o c a t i o n , I don't t h i n k i t i s c o n t e m p l a t e d 

8 i n t h e r e . 

9 MR. BROOKS: W e l l , okay. Very good. 

10 I w i l l r e v i e w i t and see i f I agree w i t h t h a t because 

11 you had more l e i s u r e t h a n I had i n t h i s course o f t h e 

12 h e a r i n g . Very good. 

13 MS. MUNDS-DRY: Okay. 

14 MR. EZEANYIM: Okay. One comment I 

15 have -- maybe I am making t h i s comment out of 

16 i g n o r a n c e . I t h i n k t h a t ' s a r u l e i n our books. I t 

17 used t o be Rule 1-11 t h a t s a i d an o p e r a t o r come from 

18 a p r o j e c t area, you know. I w i l l l i s t e n t o what 

19 you're s a y i n g and I t h i n k you're r i g h t , b u t I t h i n k 

20 we have o p t e d t o have a u t h o r i t y t o form a p r o j e c t 

21 area. Then t h e q u e s t i o n becomes how t o form i t i s 

22 t h e q u e s t i o n . That's why th e case i s here. 

23 But r e g a r d i n g t h e q u e s t i o n whether we 

24 have t h e power t o form t h a t , yeah, t h e y can form i t , 

25 you know. But I don't know t h e l e g a l around t h i s 
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1 about whether t h e y have an i n t e r e s t t o form i t i n 

2 t h e i r u n i t or n o t , and t h a t was t h e q u e s t i o n we have 

3 t o answer. But r e g a r d l e s s o f how w e l l t h e y c o u l d 

4 form t h a t , yeah, t h e y can form i t . And t h a t i s 

5 des i g n e d t o , you know, p r e s e r v e what we're t a l k i n g 

6 about. 

7 And t h e n a comment t o what you were 

8 a s k i n g assuming i t ' s approved, which we don't know 

9 r i g h t now, assuming i t i s approved t o a l l o c a t e 

10 p r o d u c t i o n on t h e b a s i s o f what t e s t s on each u n i t , 

11 and now we a l l agree t h a t those w e l l t e s t s on t h e 

12 h o r i z o n t a l w e l l would c o s t money, and t h a t money 

13 would be borne by each o f those i n t e r e s t owners, 

14 r i g h t ? 

15 MS. MUNDS-DRY: I t h i n k t h a t i s 

16 r i g h t . 

17 MR. EZEANYIM: Now t h e q u e s t i o n 

18 becomes i f we do t h a t , are we — because waste i s not 

19 o n l y waste o f hy d r o c a r b o n s . You can reduce waste by 

20 p e r f o r m i n g needed t e s t s t h a t m ight even, you know, 

21 double what you need t o do t o d r i l l a v e r t i c a l w e l l 

22 t h e r e . I don't know. I am j u s t s a y i n g i t out t h e r e 

23 so everybody -- because t h i s i s a c o n t e s t e d case, so 

24 t h a t ' s what I am t h i n k i n g i s i f t h e c o s t o f t h e t e s t s 

25 i s g o i n g t o be v e r y s u b s t a n t i a l i n t h a t area, t h e n do 
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1 we th e n say, w e l l , we d r i l l t h a t w e l l or do something 

2 e l s e ? So I am t r y i n g t o p u t i t o ut t h e r e f o r your 

3 consumption, you know. 

4 And t h a t would be our d u t y t h e n t o 

5 de t e r m i n e t h a t . I'm not sure I know what t h e answer 

6 i s now because I haven't done any c o s t a n a l y s i s here. 

7 And th e n a l s o t h e q u e s t i o n o f whether we are even 

8 a u t h o r i z e d t o meddle i n your -- i n t h e c o s t 

9 a l l o c a t i o n i n such c i r c u m s t a n c e s t h a t he mentioned, 

10 so t o do t h a t e q u a t i o n would be t h e answer. 

11 MR. BROOKS: W e l l , w h i l e you were 

12 s p e a k i n g , c h i e f , I found t h e sentence i n 70-2-17 t h a t 

13 I t h o u g h t was i n here, b u t I was i n the wrong p l a c e . 

14 MR. EZEANYIM: Okay. Good. 

15 MR. BROOKS: I t says, "For t h e 

16 purpose o f d e t e r m i n i n g t h e p o r t i o n s o f p r o d u c t i o n 

17 owned by the persons owning i n t e r e s t s i n the p o o l e d 

18 o i l or gas or b o t h , such p r o d u c t i o n s h a l l be 

19 a l l o c a t e d t o the r e s p e c t i v e t r a c t s w i t h i n t h e u n i t i n 

20 th e p r o p o r t i o n t h a t t h e number o f s u r f a c e acres 

21 w i t h i n each t r a c t bears t o the number o f s u r f a c e 

22 acres i n c l u d e d i n the u n i t . " 

23 Now, t h a t would seem t o me t o d e p r i v e 

24 us o f the d i s c r e t i o n t o a l l o c a t e p r o d u c t i o n , a l t h o u g h 

25 we may have d i s c r e t i o n t o a l l o c a t e c o s t s . I t h i n k we 
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1 do have d i s c r e t i o n t o a l l o c a t e c o s t s , b u t t h a t seems 

2 t o d e p r i v e us o f th e d i s c r e t i o n t o a l l o c a t e 

3 p r o d u c t i o n once we have d e c i d e d what c o n s t i t u t e s a 

4 u n i t . Now, based on what t h e Supreme Court s a i d , I 

5 t h i n k we have -- i n th e case which I always c a l l e d 

6 t h e B a r t l e s & Jaymes case, a l t h o u g h I know t h a t ' s n ot 

7 th e r i g h t name o f i t , b u t i t ' s something and 

8 something, based on what t h e Supreme Court s a i d i n 

9 t h a t case, i t seems t o me we have so f a r t i l l t h e 

10 Supreme Court speaks a g a i n e s s e n t i a l l y u n l i m i t e d 

11 d i s c r e t i o n t o c r e a t e a no n s t a n d a r d u n i t f o r whatever 

12 b o u n d a r i e s we want t o as l o n g as i t i s defended on 

13 t h e b a s i s o f p r e v e n t i o n o f waste and p r o t e c t i o n o f 

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

15 MR. EZEANYIM: And as l o n g as t h e y 

16 are c o n t i g u o u s , r i g h t ? 

17 MR. BROOKS: I would assume t h e y have 

18 t o be c o n t i g u o u s . I don't t h i n k I've ever read 

19 a n y t h i n g t h a t s a i d so, b u t non c o n t i g u o u s s p a c i n g 

20 u n i t s are a r a t h e r s t r a n g e i d e a . 

21 MR. EZEANYIM: Okay. Any f u r t h e r 

22 comments from anybody? 

23 MR. LARSON: N o t h i n g , Mr. Examiner. 

24 MS. MUNDS-DRY: N o t h i n g f u r t h e r . 

25 MR. EZEANYIM: Thank you. 
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1 MR. SCOTT: I t ' s my u n d e r s t a n d i n g , 

2 Mr. Examiner, t h a t these r u l e s r e g a r d i n g h o r i z o n t a l 

3 s p a c i n g u n i t s are s t i l l i n a s t a t e o f development, 

4 and th e pa r a g r a p h t h a t Mr. Brooks j u s t r ead c e r t a i n l y 

5 a p p l i e s t o a v e r t i c a l w e l l b o r e when t h e r e i s no o t h e r 

6 way t o a l l o c a t e o u t s i d e o f s u r f a c e acreage. 

7 MR. EZEANYIM: Can I address t h a t ? 

8 MR. BROOKS: Sure. 

9 MR. EZEANYIM: Are you t a l k i n g 

10 about -- when you say i n t h e process o f development, 

11 are you t a l k i n g about t h e one t h a t t h e MOGA i s 

12 w o r k i n g on t h e Wolfe Camp? I s t h a t what you are 

13 t a l k i n g about? 

14 MR. SCOTT: W e l l , i t ' s my 

15 u n d e r s t a n d i n g t h a t Mr. Carr i s c u r r e n t l y charged w i t h 

16 d e v e l o p i n g some recommendations w i t h r e g a r d s t o these 

17 h o r i z o n t a l o p e r a t i o n s t h a t would be c o n s i d e r e d by — 

18 MR. EZEANYIM: That's o n l y t h e Wolfe 

19 Camp. 

20 MS. MUNDS-DRY: No, s i r . 

21 MR. BROOKS: I t h i n k no. I t h i n k 

22 t h a t ' s we asked somebody t o produce some p o o l r u l e s 

23 i n t h e Wolfe Camp, but nobody ever d i d i t . Wolfe 

24 Camp seems t o have s o r t o f exhausted i t s e l f about 

25 now, b u t my u n d e r s t a n d i n g i s t h a t t h e MOGA committee 
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1 i s w o r k i n g on amendments t o the s t a t e w i d e r u l e s , 

2 which I agree are needed because b o t h t h e s t a t u t e s 

3 and the r u l e s were w r i t t e n a t a ti m e when o i l w e l l s 

4 were h o r i z o n t a l -- were v e r t i c a l or c l o s e t o 

5 v e r t i c a l . 

6 MR. EZEANYIM: I t i s f r u s t r a t i n g t h a t 

7 t h e MOGA i s dependent on t h a t , you know. I mean, 

8 over t h r e e years now, we have mandated them t o do 

9 t h a t , b u t we haven't g o t t e n any d r a f t . So i f we had 

10 a d r a f t , you know, i f t h e r u l e i s i n e f f e c t now, 

11 maybe i t h e l p s w i t h t h i s case. But s i n c e we don't 

12 have t h a t , we have t o go w i t h whatever i s i n the r u l e 

13 c u r r e n t l y , so we don't have t h a t r u l e y e t . 

14 MR. BROOKS: We have t o do these 

15 t h i n g s case by case u n t i l we get a r u l e adopted. 

16 MS. MUNDS-DRY: I w i l l pass t h a t 

17 a l o n g t o Mr. Carr. 

18 MR. BROOKS: I t a l s o does not h e l p i n 

19 my judgment, b u t Mr. Carr i s f a m i l i a r w i t h my 

20 s e n t i m e n t s on t h i s s u b j e c t , t h a t t h e l o c a l MOGA does 

21 not f e e l a t l i b e r t y t o c o n s u l t t o us about what ought 

22 t o be i n t h e r u l e . 

23 MS. MUNDS-DRY: We hope t o change 

24 t h a t , Mr. Brooks, v e r y soon. 

25 MR. EZEANYIM: We hope you do. Okay. 
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Any comments f u r t h e r ? F u r t h e r comments from anybody? 

Okay. Then a t t h i s p o i n t , Case Number 14418 w i l l be 

ta k e n under advisement. 

MS. MUNDS-DRY: Thank you, 

Mr. Examiner. 

MR. EZEANYIM: That concludes t h e 

h e a r i n g t o d a y . 

(The h e a r i n g concluded a t 3:35 p.m.) 
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