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1 EXAMINER JONES: Let's c a l l the f i r s t case j 

2 of the day, Case 14802, a p p l i c a t i o n of Cimarex Energy 1 

3 Company, I assume of Colorado, f o r approval of a 

4 non-standard o i l spacing and p r o r a t i o n u n i t and 

5 compulsory p o o l i n g , Lea County, New Mexico. C a l l f o r 

6 appearances. 

7 MR. BRUCE: Mr. Examiner, Jim Bruce of 

8 Santa Fe, representing the a p p l i c a n t . I have two 

9 witnesses, one of whom w i l l be by telephone. 

10 MR. FELDEWERT: Mr. Examiner, Michael 

11 Feldewert, Santa Fe o f f i c e of Holland & Hart, appearing 

12 on behalf of Fasken O i l & Ranch, and we have no witnesses 

13 here today. 

14 EXAMINER JONES: Any other appearances? 

15 Okay. Mr. Bruce, l e t ' s c a l l your witness t e l e p h o n i c a l l y . 

16 MR. BRUCE: This i s Mr. Bruce. You are on 

17 the a i r i n the OCD hearing room. Hayden i s going t o 

18 t e s t i f y f i r s t , but both of you w i l l need t o be sworn i n . 

19 EXAMINER JONES: W i l l a l l witnesses please 

20 stand and s t a t e your names? 

21 MR. TRESNER: Hayden Tresner. 

22 MR. CATALANO: Lee Catalano. 

23 (Two witnesses were sworn.) 

24 

25 

PAUL BACA PROFESSIONAL COURT REPORTERS 
520bda64-8be7-43fb-a0f2-944ecaf00e60 



1 
Page 4 

HAYDEN TRESNER 

2 Having been f i r s t d u l y sworn, t e s t i f i e d as f o l l o w s : 

3 DIRECT EXAMINATION 

4 BY MR. BRUCE: 

5 Q. Mr. Tresner, would you s t a t e your f u l l name 

6 and c i t y of residence? 

7 A. Hayden Tresner, and I reside i n Midland, 

8 Texas. 

9 Q. Who do you work f o r and i n what capacity? 

10 A. I'm a landman f o r Cimarex Energy. 

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

12 D i v i s i o n ? 

13 A. Yes. 

14 Q. Were your c r e d e n t i a l s as an expert petroleum 

15 landman accepted as a matter of record? 

16 A. Yes, they were. 

17 Q. Are you f a m i l i a r w i t h the land matters 

18 i n v o l v e d i n t h i s case? 

19 A. Yes. 

20 MR. BRUCE: Mr. Examiner, I tender 

21 Mr. Tresner as an expert petroleum landman. 

22 EXAMINER JONES: Any objection? 

23 MR. FELDEWERT: No o b j e c t i o n . 

24 EXAMINER JONES: He's so q u a l i f i e d . 

25 Q. (By Mr. Bruce) Mr. Tresner, Could you 
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1 i d e n t i f y E x h i b i t 1 and describe what Cimarex seeks i n 

2 t h i s case? 

3 A. E x h i b i t 1 i s a package of C-102s t h a t we f i l e d 

4 w i t h the OCD. I t shows the s e c t i o n , Section 26 of 2032, 

5 where we plan on d r i l l i n g f o u r h o r i z o n t a l w e l l s , the 

6 w e l l s being the Snoddy Federal Number 20, which has a 

7 surface l o c a t i o n i n northeast/northeast quarter, and a 

8 bottomhole l o c a t i o n i n the northwest/northwest q u a r t e r ; 

9 the Snoddy Federal Well Number 21, which has a surface 

10 l o c a t i o n i n the northeast/northeast quarter and a 

11 bottomhole l o c a t i o n i n the northwest of the southwest 

12 q u a r t e r ; Snoddy Federal Number 22, which has a surface 

13 l o c a t i o n i n the northeast/northeast quarter and a 

14 bottomhole l o c a t e d i n the southeast quarter of the 

15 southwest q u a r t e r ; and then the Snoddy Federal Number 23 

16 Well, which has a surface l o c a t i o n i n the 

17 northeast/northeast quarter and a bottomhole i n the 

18 southeast/southeast quarter. 

19 Q. Mr. Tresnor, does Cimarex request separate 

20 w e l l u n i t s f o r each well? 

21 A. No, we don't. We request the formation of a 

22 s i n g l e 640-acre p r o j e c t area, which consists of the 

23 e n t i r e Section 26 of 2032. 

24 Q. And what type of w e l l s are these? 

25 A. Bone Spring w e l l s , second sand. 

PAUL BACA PROFESSIONAL COURT REPORTERS 
520bda64-8be7-43fb-a0f2-944ecaf00e60 



Page 6 

1 Q. What i s the spacing i n the Bone Spring? 

2 A. Forty acres. 

3 Q. Why are a l l of the l o c a t i o n s i n the 

4 northeast/northeast quarter of section? 

5 A. This area i s a potash area, and we have a 

6 c e r t a i n r e s t r i c t i o n s there i n Section 26. 

7 Q. So t h i s i s the only area the BLM would allow 

8 surface l o c a t i o n s f o r the wells? 

9 A. Yes. The northeast/northeast quarter i s the 

10 only spot where we can have a d r i l l s i t e . 

11 Q. What i s the i n t e r e s t ownership i n Section 26? 

12 And I r e f e r you t o E x h i b i t 2. 

13 A. Yes. E x h i b i t 2 i s a breakdown of the 

14 ownership of Section 26. You have the i n t e r e s t l i s t e d 

15 f o r each company. And the only company t h a t we do not 

16 have committed t o the p r o j e c t i s Dow Chemical Company. 

17 Dow owns a 15 percent working i n t e r e s t i n the south h a l f 

18 of Section 26, which would give them a seven and a h a l f 

19 percent working i n t e r e s t i n the 640-acre p r o j e c t area? 

2 0 Q. I s Dow Chemical Company the only person you 

21 seek t o pool? 

22 A. That's c o r r e c t , yes. 

23 Q. Could you discuss your e f f o r t s t o ob t a i n the 
24 v o l u n t a r y j o i n d e r of the i n t e r e s t owners i n the well? 

25 And I r e f e r you t o E x h i b i t 3. 
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1 A. E x h i b i t 3 i s a copy of the w e l l proposals t h a t 

2 were sent t o Dow Chemical Company. They were sent i n 

3 November of l a s t year. 

4 I had a conversation w i t h Rose Davidson of the 

5 Treasury Department of Dow Chemical i n January of t h i s 

6 year. I've t a l k e d t o her on the phone twice, so we have 

7 contacted Dow. We j u s t have not go t t e n a deal worked out 

8 w i t h them y e t . 

9 Q. Have they responded i n w r i t i n g or anything t o 

10 your proposals? 

11 A. No. 

12 Q. I n your o p i n i o n , has Cimarex made a g o o d - f a i t h 

13 e f f o r t t o o b t a i n the v o l u t a r y j o i n d e r of the i n t e r e s t 

14 owners i n the well? 

15 A. Yes. 

16 Q. Does E x h i b i t 3 also c o n t a i n the AFEs f o r the 

17 wells? 

18 A. Yes, i t does. 

19 Q. Could you discuss the cost of these wells? 

2 0 A. The dryhole costs f o r the w e l l s are 

21 approximately $3 m i l l i o n . The a p p l i c a t i o n cost 

22 approximately $3.6 m i l l i o n , and a t o t a l completed w e l l 

23 cost of approximately $6.5 m i l l i o n . 
24 Q. Are these costs i n l i n e w i t h the costs of 

25 other Bone Spring w e l l s d r i l l e d t o t h i s depth i n t h i s 
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New Mexico? 

2 A. Yes, they are. 

3 Q. Do you request t h a t Cimarex be appointed 

4 operator of the wells? 

5 A. Yes, we do. 

6 Q. What i s your recommendation as t o overhead 

7 rates? 

8 A. For the d r i l l i n g r a t e , we request 6,000, and 

9 f o r the producing w e l l r a t e , 600. 

10 Q. And are those r a t e s equivalent t o those 

11 normally charged by operators i n t h i s general area f o r 

12 w e l l s of t h i s depth? 

13 A. Yes. 

14 Q. Do you request t h a t the ra t e s be adjusted 

15 p e r i o d i c a l l y according t o the COPAS accounting 

16 procedures? 

17 A. Yes. 

18 Q. Was Dow Chemical n o t i f i e d of t h i s hearing? 

19 A. Yes. 

20 Q. I s t h a t r e f l e c t e d i n E x h i b i t 4? 

21 A. Yes. E x h i b i t 4 i s the n o t i c e pursuant t o the 

22 working i n t e r e s t owner, Dow Chemical Company. 

23 Q. What i s E x h i b i t 5? 

24 A. E x h i b i t 5.is a l i s t of the o f f s e t working 

25 i n t e r e s t owners f o r Section 26. 
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Q. Were the o f f s e t s n o t i f i e d of t h i s hearing? 

2 A. Yes, they were. 

3 Q. I s t h a t r e f l e c t e d i n E x h i b i t 6? 

4 A. Yes, i t i s . 

5 MR. BRUCE: Mr. Examiner, a l l of these 

6 p a r t i e s d i d receive a c t u a l n o t i c e of the a p p l i c a t i o n . 

7 Q. (By Mr. Bruce) Were E x h i b i t s 1 through 6 

8 prepared by you or under your s u p e r v i s i o n or compiled 

9 from company business records? 

10 A. Yes, they were. 

11 Q. I n your op i n i o n , i s the g r a n t i n g of t h i s 

12 a p p l i c a t i o n i n the i n t e r e s t of conservation and the 

13 prevention of waste? 

14 A. Yes, i t i s . 

15 MR. BRUCE: Mr. Examiner, I move the 

16 admission of E x h i b i t s 1 through 6. 

17 EXAMINER JONES: Any objection? 

18 MR. FELDEWERT: No. 

19 EXAMINER JONES: E x h i b i t s 1 through 6 w i l l 

20 be admitted. 

21 ( E x h i b i t s 1 through 6 were admitted.) 

22 MR. BRUCE: I have no f u r t h e r questions of 

23 t h i s witness. 

24 EXAMINER JONES: Mr. Feldewert? 

25 
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1 CROSS-EXAMINATION 

2 BY MR. FELDEWERT: 

3 Q. Mr. Tresner, do you know who the potash 

4 lessees are i n t h i s p a r t i c u l a r area? 

5 A. I do not. 

6 Q. Have you had any discussions w i t h them? 

7 A. No. 

8 Q. Your surface r e s t r i c t i o n up there i n the 

9 northeast q u a r t e r of -- i s t h a t the northeast quarter of 

10 the northeast quarter? 

11 A. Yes, s i r . 

12 Q. I s t h a t d r i v e n by the BLM, or i s i t d r i v e n i n 

13 any way by the potash lessee? 

14 A. I t i s d r i v e n be a combination of both, I 

15 b e l i e v e . There was an e x i s t i n g l o c a t i o n there i n the 

16 northeast/northeast quarter, so t h a t ' s the only spot 

17 where w e ' l l be able t o conduct operations. 

18 Q. When you say t h a t , was t h a t a r e s t r i c t i o n 

19 imposed by the Bureau of Land Management? 

20 A. I'm not sure. 

21 Q. Okay. So you're not aware of the source of 

22 t h a t surface r e s t r i c t i o n ? 

23 A. No. 

24 Q. And do you i n t e n d t o u t i l i z e a s i n g l e wellbore 

25 f o r a l l f o u r of these l a t e r a l s , or are you lo o k i n g at 
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1 f o u r d i f f e r e n t --

2 A. No. Four d i f f e r e n t wellbores from a s i n g l e 

3 pad s i t e . 

4 Q. How larg e i s your pad s i t e ? 

5 A. I b e l i e v e i t w i l l be approximately 300 by 300 

6 t o approximately 350 by 350. 

7 Q. That's a l l been approved by the BLM? 

8 A. The permit -- the APD f o r the Snoddy Federal 

9 Number 20 Well, t h a t w i l l be the -- w e l l , the n o r t h 

10 h a l f / n o r t h h a l f has been approved. 

11 Q. The other three have not been approved? 

12 A. No. The C-102s have been submitted but not 

13 approved y e t . 

14 Q. . Have you been i n touch w i t h the BLM as t o why 

15 they have not been approved? 

16 A. I t has t o do w i t h the t i m i n g on our p a r t . We 

17 j u s t submitted them not too long ago. 

18 Q. Just recent submissions? 

19 A. Yes. 

20 Q. Did you submit the remaining three about the 

21 same time? 

22 A. No. We submitted the Number 20 f i r s t , and 

23 then 21, 22 and 23 fol l o w e d t h a t , I b e l i e v e . 

24 Q. 21, 22 and 23 i n a s i n g l e package or about the 

25 same time? ! 
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1 A. I'm not e x a c t l y sure. 

2 MR. FELDEWERT: That's a l l I have. Thank 

3 you. 

4 EXAMINATION 

5 BY EXAMINER JONES: 

6 Q. Mr. Tresner, you have a dryhole cost, an a f t e r 

7 casing cost and a completed w e l l cost. Are there 

8 e l e c t i o n s between each one of those? I mean once they 

9 d r i l l the hole, i s there an e l e c t i o n t o decide t o set 

10 pipe? 

11 A. Yes. Under the op e r a t i n g agreements t h a t we 

12 use, you have a casing p o i n t e l e c t i o n t h a t occurs at the 

13 t o t a l measured depth of the w e l l . And you can e i t h e r not 

14 pay the completion cost, or you can pay the completion 

15 cost and you're i n the w e l l . 

16 Q. But the completion cost would be running pipe, 

17 and the -- but then you've got another step there t o go 

18 t o completed w e l l cost? 

19 A. The dryhole costs are j u s t the costs t o d r i l l 

20 t o t o t a l measured depth. The a f t e r casing p o i n t costs 

21 would include the s e t t i n g pipe and the s t i m u l a t i o n , and 

22 then the t o t a l w e l l cost would be the combination of both 

23 the dryhole and the casing. 

24 Q. Okay. And the f i r s t w e l l i s planned t o be 

25 n o r t h , east, west, s t r a i g h t across the top of the 
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1 section? 

2 A. Yes, s i r . The f i r s t w e l l w i l l be the Number 

3 20. That w i l l be d r i l l e d from east t o west. The surface 

4 hole i s i n the northeast/northeast quarter. The bottom 

5 hole i s l o c a t e d i n the northwest/northwest quarter. 

6 Q. So i s Dow Chemical Company -- t h e i r i n t e r e s t s 

7 are w i t h them now? Are they not doled out t o someone 

8 else? 

9 A. No, s i r . I t ' s s t i l l h e ld i n -- Dow Chemical 

10 Company i s s t i l l the record t i t l e . They own 15 percent 

11 working i n t e r e s t i n the south h a l f of the sec t i o n . 

12 Q. Okay. Well, i f you d r i l l t h i s one w e l l and 

13 you never d r i l l any more, you would -- your allowable 

14 would be 16 times the depth allowable, I assume? 

15 A. Yes, s i r . 

16 Q. I t would be q u i t e a p o t e n t i a l w e l l , anyway. 

17 A. We have plans t o d r i l l the wellbore i n the 

18 n o r t h h a l f / n o r t h h a l f f i r s t , the Number 20. And then we 

19 would most l i k e l y d r i l l the Number 23, which has the 

20 surface hole i n the northeast/northeast quarter and the 

21 bottomhole i n the southeast/southeast quarter. 

22 And at t h a t p o i n t , we would come i n and d r i l l 

23 the two diagonals across the s e c t i o n a f t e r we d r i l l e d the 

24 n o r t h h a l f / n o r t h h a l f and the east h a l f / e a s t h a l f . 

25 Q. For someone t o p a r t i c i p a t e here, do they have 
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t o send you money up f r o n t f o r a l l f o u r w e l l s or j u s t f o r 

2 one w e l l a t a time? 

3 A. We would propose these as we went. We would 

4 d r i l l the n o r t h / n o r t h h a l f f i r s t . We would evaluate t h a t 

5 data, and then we would d r i l l the second w e l l . 

6 Q. But when you d r i l l the second w e l l , you would 

7 send another AFE? 

8 A. Yes. 

9 EXAMINER JONES: David, do you have 

10 questions? 

11 EXAMINER BROOKS: Yeah. I missed the 

12 announcements, I guess. 

13 You're representing Dow, Mr. Feldewert? 

14 MR. FELDEWERT: No, I'm not. I represent 

15 Fasken O i l & Ranch. 

16 EXAMINER BROOKS: What i s t h e i r i n t e r e s t 

17 i n t h i s ? 

18 MR. FELDEWERT: They are a lessee i n 

19 Sections 22 and 23. So they got n o t i c e of t h i s . They're 

20 an o f f s e t operator. 

21 EXAMINER BROOKS: They don't have any 

22 i n t e r e s t i n the proposed u n i t ? 

23 MR. FELDEWERT: Correct. 

24 EXAMINER BROOKS: I suppose since Fasken 

25 has an i n t e r e s t i n the o f f s e t t i n g u n i t , I suppose I 
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should r a i s e the issue do I have an i n t e r e s t i n t h a t 

2 o f f s e t l o c a t i o n ? Because I probably should recuse myself 

3 i f I do. 

4 Do you know the answer t o that? 

5 MR. FELDEWERT: I'm not going t o give you 

6 any advice, Mr. Brooks. 

7 EXAMINER BROOKS: This i s i n 20 -- I don't 

8 t h i n k t h a t I do, but I don't know. I ' l l go ahead and ask 

9 questions. I'm not going t o be making any dec i s i o n 

10 anyway. 

11 EXAMINATION 

12 BY EXAMINER BROOKS: 

13 Q. What pool i s t h i s in? 

14 A. This would be the Bone Spring pool. 

15 Q. What Bone Spring p o o l ; do you know? 

16 MR. BRUCE: Mr. Examiner, I looked t h a t up 

17 at some p o i n t , but I don't remember where i t i s r i g h t 

18 now. I can email t h a t t o you l a t e r . 

19 THE WITNESS: Lee Catalano might be able 

20 t o answer t h a t . 

21 EXAMINER BROOKS: The Bone Spring pools 

22 u s u a l l y own 40- or 80-acre spacing. I don't know of any 

23 t h a t ' s anything else other than 40 or 80. 

24 MR. BRUCE: There's a couple on 160s. I 

25 do b e l i e v e these on 40s. 

i 
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1 Q. (By Examiner Brooks) I s the ownership a l l an 

2 undivided i n t e r e s t , or i s i t s p l i t up by areas? 

3 A. The ownership -- w i t h the exception of Dow 

4 Chemical Company, the ownership i s common i n the n o r t h 

5 h a l f and the south h a l f . Dow only owns an i n t e r e s t i n 

6 the south h a l f of the s e c t i o n . 

7 Q. So i f you d i d n ' t , i n e f f e c t , u n i t i z e a l l of 

8 t h i s , they wouldn't own anything i n t h i s n o r t h h a l f / n o r t h 

9 h a l f ? 

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

11 Q. Now, you s a i d something i n response t o 

12 Mr. Jones' questions about casing p o i n t e l e c t i o n s . Are 

13 you aware of the f a c t t h a t we don't normally provide 

14 casing p o i n t e l e c t i o n s i n compulsory p o o l i n g orders? 

15 A. Yes, I', am. 

16 Q. So you would give t h a t t o the people under 

17 your op e r a t i n g agreement? 

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

19 Q. But are you asking t h a t we make t h a t p r o v i s i o n 

20 i n the compulsory p o o l i n g order? Because I'm not aware 

21 t h a t we ever have. 

22 A. No, we're not requesting t h a t . 

23 Q. Very good. But are you asking t h a t we make 

24 separate e l e c t i o n s f o r each well? 

25 A. That's c o r r e c t . 
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1 Q. Okay. Dow's i n t e r e s t , i s t h a t an i n t e r e s t 

2 under an o i l and gas lease, or i s t h a t a f e d e r a l --

3 A. I t ' s a f e d e r a l lease. 

4 Q. The whole s e c t i o n i s federal? 

5 A. There's one f e d e r a l lease t h a t covers the 

6 e n t i r e s e c t i o n . 

7 EXAMINER BROOKS: Thank you. That's a l l I 

8 have. 

9 EXAMINER JONES: I've got a couple 

10 comments. I looked i t up, and i t looks l i k e S alt Lake 

11 Bone Spring. 

12 MR. BRUCE: That sounds r i g h t . 

13 EXAMINER BROOKS: What i s the spacing; do 

14 you know? 

15 MR. BRUCE: I'm p r e t t y sure i t ' s 40. I ' l l 

16 v e r i f y t h a t . 

17 EXAMINER BROOKS: I don't guess i t makes 

18 any d i f f e r e n c e . I never saw a Bone Spring pool spaced on 

19 640. 

2 0 EXAMINER JONES: Just a couple more 

21 p o i n t s . 

22 FURTHER EXAMINATION 

23 BY EXAMINER JONES: 

24 Q. The s p e c i f i c s i n the a p p l i c a t i o n , are they a l l 

25 co r rec t ? Has any th ing changed s ince - - i n o ther words, 
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1 the l o c a t i o n s of these w e l l s , the names of the wells? 

2 A. The l o c a t i o n , both the surface hole and the 

3 bottomhole f o r the Number 20 t h a t we have permitted, t h a t 

4 stayed the same, those footages have. 

5 Q. Okay. 

6 A. I'm sure t h a t the other three w i l l stay the 

7 same, as w e l l . 

8 Q. And the a p p l i c a t i o n was under Cimarex Energy 

9 Company, but Cimarex Energy Company of Colorado would be 

10 the operator? 

11 A. That's the operator f o r Cimarex Energy 

12 Company. 

13 EXAMINER JONES: As f a r as Fasken i s 

14 concerned, the e n t r y was f o r Fasken O i l & Ranch, Limi t e d . 

15 But there's also a Fasken Land & Minerals, Limited? 

16 MR. BRUCE: Mr. Examiner, I named both. 

17 Generally I -- and c o r r e c t me i f I'm wrong. One i s the 

18 e n t i t y t h a t owns working i n t e r e s t . The other one i s 

19 g e n e r a l l y the operator. And Fasken O i l & Ranch i s the 

2 0 operator, and Fasken Land & Minerals owns the working 

21 i n t e r e s t themselves. 

22 EXAMINER JONES: You can t e l l I'm not a 

23 landman. Okay. I don't b e l i e v e we have any more 

24 questions of t h i s witness. 

25 
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1 LEE C7ATALANO 

2 Having been f i r s t d u l y sworn, t e s t i f i e d as f o l l o w s : 

3 DIRECT EXAMINATION I 

4 BY MR. BRUCE: 

5 Q. Mr. Catalano, can you hear me? j 

6 A. Yes. 

7 Q. Would you please s t a t e your name and c i t y of j 

8 residence? 

9 A. My name i s Lee Catalano and I l i v e i n Midland, I 

10 Texas. | 

11 Q. And who do you work f o r ? j 

12 A. Cimarex Energy. 1 

13 Q. What i s your job there? 

14 A. I'm a g e o l o g i s t w i t h Cimarex. 

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

16 D i v i s i o n ? ! 

17 A. Yes. 

18 Q. And were your c r e d e n t i a l s as an expert 

19 petroleum g e o l o g i s t accepted as a matter of record? 

20 A. Yes. 

21 Q. And does your area of responsibility at \ 

22 Cimarex include t h i s p o r t i o n of Lea County? 

23 A. Yes, it does. \ 

24 Q. Are you familiar with the geology involved in \ 

25 i n a p p l i c a t i o n ? j 
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1 A. Yes. 

2 MR. BRUCE: Mr. Examiner, I tender 

3 Mr. Catalano as an expert petroleum g e o l o g i s t . 

4 EXAMINER JONES: Any objection? 

5 MR. FELDEWERT: No. 

6 EXAMINER JONES: Mr. Catalano i s so 

7 q u a l i f i e d . 

8 Q. (By Mr. Bruce) Mr. Catalano, could you r e f e r 

9 t o E x h i b i t 7, the s t r u c t u r e map, and discuss t h a t f o r the 

10 Examiners? 

11 A. Sure. This i s a s t r u c t u r e map on top of the 

12 Bone Spring Formation. The contour i n t e r v a l i s 100 f e e t . 

13 I t shows t h a t d i p i s t o the south/southeast at about 75 

14 f o o t per mile or thereabouts. 

15 Also shown on t h a t map are the fou r l o c a t i o n s 

16 t h a t we are seeking here, the Number 20, the 21, 22, 23, 

17 w i t h the surface and bottomhole l o c a t i o n s . And also 

18 shown are the -- t h i s i s an area t h a t because of the 

19 potash, there's very l i m i t e d d r i l l i n g and not much w e l l 

2 0 c o n t r o l . 

21 There are two w e l l s i n the area t h a t have 

22 produced or are producing from the Bone Spring Formation. 

23 The w e l l i n the northeast of the northeast of 26 produced 

24 about 1,200 b a r r e l s of o i l from the Bone Spring, i n the 

25 t h i r d Bone Spring carbonate t o be exact. That w e l l i s 
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1 c u r r e n t l y producing out of the Delaware Sand Formation. 

2 And then the w e l l up i n Section 23 produces 

3 from the Second Bone Spring Sand and the T h i r d Bone 

4 Spring Carbonate commingled. 

5 Q. Let's move on t o your E x h i b i t 8, the type l o g . 

6 Discuss t h a t and t e l l us what the primary t a r g e t i s i n 

7 the i n i t i a l w e l l . 

8 A. Okay. Yeah, t h i s i s a type l o g . And what 

9 I've shown on here i s the top of the Bone Spring at 7,900 

10 f e e t , the base of the Bone Spring at 10,970 f e e t . Our 

11 proposed w e l l -- a l l our w e l l s w i l l be b a s i c a l l y twins t o 

12 t h i s w e l l . 

13 The Number 20 w e l l i s located 100 - - o r t h i s 

14 w e l l i s located 151 f e e t n o r t h of the proposed Snoddy 

15 Federal Number 20, so i t ' s b a s i c a l l y a t w i n t o i t . The 

16 t a r g e t t h a t we have f o r t h i s w e l l f o r our h o r i z o n t a l i s 

17 down i n the Second Bone Spring Sand. On the e x h i b i t 

18 you're l o o k i n g a t , t h a t ' s colored i n orange. The end of 

19 curve t a r g e t i s at 9,900 f e e t TTD. 

20 Q. And what i s E x h i b i t 9? 

21 A. E x h i b i t 9 i s an isopach map, p o r o s i t y isopach 

22 map, on the Second Bone Spring Sand Reservoir, which i s 

23 the t a r g e t of t h i s h o r i z o n t a l w e l l . I mapped t h a t using 

24 a 10 percent d e n s i t y / p o r o s i t y c u t o f f . I t shows the 

25 t r e n d -- h o p e f u l l y , the t r e n d of t h i s sand coming through 
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1 Section 26 from k i n d of northwest t o southeast. 

2 Q. I n your o p i n i o n , w i l l each q u a r t e r / q u a r t e r 

3 s e c t i o n c o n t r i b u t e t o pr o d u c t i o n from these wells? 

4 A. I do, based upon the c o n t r o l t h a t I have. 

5 Q. And i n your o p i n i o n , are m u l t i p l e w e l l s 

6 n e c e s s a r i l y t o adequately d r a i n t h i s p o r t i o n of the Bone 

7 Spring Reservoir? 

8 A. Yes, they are. 

9 Q. F i n a l l y , Mr. Catalano, E x h i b i t 10 i s the 

10 d i r e c t i o n a l d r i l l i n g p l a n . Could you j u s t discuss t h a t 

11 b r i e f l y and describe how Cimarex completes these w e l l s , 

12 how many stages, et cetera? 

13 A. Okay. That's our plan t h a t we prepare t o f i l e 

14 our permits. And t h i s was prepared under our d i r e c t i o n 

15 by Baker Hughes Company. 

16 And what i t shows i s our surface hole l o c a t i o n 

17 811 f e e t from the n o r t h , 644 from the east l i n e . And we 

18 w i l l be d r i l l i n g t o the west/northwest and landing our 

19 curve at a 9,900 f o o t TTD and b a s i c a l l y d r i l l i n g i t f l a t 

20 across the top p a r t of the s e c t i o n there. 

21 T y p i c a l l y what we do i s run 

22 f i v e - a n d - a - h a l f - i n c h casing through our curve and t o the 

23 t o t a l of the l a t e r a l , and then do a f r a c k , a 

24 m u l t i p l e - s t a g e f r a c k . Usually -- and we would have e i g h t 

25 stages planned w i t h about 300,000 pounds of sand per 
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1 stage. 

2 Q. Were E x h i b i t s 7 through 10 prepared by you or 

3 compiled from company records? 

4 A. Yes. 

5 Q. And i n your o p i n i o n , i s the g r a n t i n g of t h i s 

6 a p p l i c a t i o n i n the i n t e r e s t of conservation and the 

7 prevention of waste? 

8 A. Yes, i t i s . 

9 MR. BRUCE: Mr. Examiner, I move the 

10 admission of E x h i b i t s 7 through 10. 

11 EXAMINER JONES: Any objection? 

12 MR. FELDEWERT: No o b j e c t i o n . 

13 EXAMINER JONES: E x h i b i t s 7 through 10 

14 w i l l be admitted. 

15 ( E x h i b i t s 7 through 10 were admitted.) 

16 MR. BRUCE: And I pass the witness. 

17 CROSS-EXAMINATION 

18 BY MR. FELDEWERT: 

19 Q. Mr. Catalano, I t h i n k you t e s t i f i e d t h a t the 

20 t a r g e t of your proposed w e l l s i s the Second Bone Spring 

21 Sand Reservoir; i s t h a t co r r e c t ? 

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

23 Q. Would you agree t h a t t h a t ' s a -- the Second j 

24 Bone Spring Sand Reservoir i s a r e s e r v o i r t h a t ' s 

25 independent from, say, the T h i r d Bone Spring Sand 
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1 Reservoir? 

2 A. Yes. 

3 Q. And the t a r g e t of a l l f o u r of your w e l l s i s 

4 going t o be the Second Bone Spring Sand Reservoir; 

5 correct? 

6 A. At t h i s p o i n t , t h a t ' s what we're applying f o r 

7 r i g h t now. There could be other pays, I guess, t h a t are 

8 encountered. But more than l i k e l y , t h a t ' s going t o be 

9 our t a r g e t . 

10 MR. FELDEWERT: That's a l l the questions I 

11 have. 

12 EXAMINATION 

13 BY EXAMINER JONES: 

14 Q. Mr. Catalano, the f o u r w e l l s you're going t o 

15 d r i l l , i t looks l i k e they would d r a i n t h a t sand p r e t t y 

16 good i n the northeast quarter, but i n the southwest 

17 qua r t e r , they look k i n d of sparse. I s there any plans 

18 t o -- what would you do about tha t ? 

19 A. What we attempt t o do and what we've done i n 

20 s i m i l a r s i t u a t i o n s l i k e t h i s , i s the toe stages, we would 

21 pump e x t r a sand t o t r y t o get more growth, t o t r y t o 

22 d r a i n more of the acreage, and then less sand as you go 

23 back t o the northeast where those -- a l l four of those 

24 h o r i z o n t a l s k i n d of converge. But other than t h a t , 

25 t h a t ' s about a l l you can do. 

i 
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Did you say you're d r i l l i n g a p i l o t hole at 

2 l e a s t f o r one of these wells? 

3 A. No. B a s i c a l l y , t h a t w e l l i n the northeast 

4 q u a r t e r i s the p i l o t hole. So w e ' l l j u s t d r i l l t o a 

5 k i c k o f f p o i n t of about 9,600 f e e t and then s t a r t t u r n i n g 

6 i t at the p o i n t . 

7 Q. You sa i d t h a t f i v e - a n d - a - h a l f casing would be 

8 set at the end of your curve or at the end of the toe of 

9 the well? 

10 A. I t w i l l be run back t o the surface, a l l the 

11 way t o the end of the w e l l . 

12 Q. Okay. But your f i r s t p e r f o r a t i o n -- w e l l , 

13 your w e l l s are being spudded at a standard location? 

14 A. Yeah. We're w i t h i n the -- w e l l w i t h i n the 330 

15 setbacks. 

16 Q. Do you have any t r o u b l e cementing these w e l l s , 

17 g e t t i n g a good cement job? You're going t o cement the 

18 whole t h i n g ; i s t h a t correct? 

19 A. Yes. We haven't -- I can't r e a l l y r e c a l l o f f 

20 the top of my my head any t h a t we've had problems w i t h , 

21 and we 1ve d r i l l e d q u i t e a few out i n t h i s area. 

22 Q. Okay. And are you p i c k i n g t h i s t a r g e t because 

23 of the success of t h a t w e l l up i n Section 23? 

24 A. Yes. 

25 Q. Okay. But t h a t w e l l i s a v e r t i c a l w e l l ; i s 

— - — — — — — — ! 
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1 t h a t c o r r e c t ? 

2 A. That's a v e r t i c a l w e l l . I t ' s a good v e r t i c a l 

3 w e l l . 

4 Q. So your potash reserves would be pro t e c t e d 

5 p r e t t y well? How would they be pr o t e c t e d here? A. 

6 We're d r i l l i n g w i t h i n -- i t ' s k i n d of an o f f s e t t o t h a t 

7 or a t w i n t o t h a t e x i s t i n g w e l l , the Snoddy Number 1. 

8 And our r e g u l a t o r y guy has -- one of the 

9 questions t h a t came up was about the r e s t r i c t i o n s . And 

10 our r e g u l a t o r y guy has communicated w i t h the BLM i n the 

11 potash, and we r e s t r i c t e d t o r i g h t around t h a t w e l l , t h a t 

12 o l d wellbore. 

13 Q. But your k i c k o f f p o i n t i s so much -- even 

14 below the Delaware. I t ' s i n the Bone Spring; i s t h a t 

15 correct? 

16 A. Yeah. I t w i l l be about 4- or 500 f o o t above 

17 the our t a r g e t . So i t w i l l be i n the Bone Spring. 

18 Q. I s there a way you could ever use these w e l l s 

19 t o t a r g e t an upper Bone Spring h o r i z o n t a l t a r g e t ? 

2 0 A. Yes. I t would be -- and we have done t h a t i n 

21 other w e l l s i n the play, d r i l l i n g an a d d i t i o n a l 

22 h o r i z o n t a l w e l l perhaps i n the F i r s t Bone Spring Sand or 

23 the Avalon Shale, which would be shown on t h a t type l o g . 

24 Q. Your s t r i k e i s southwest/northeast and your 

25 d i p i s b a s i c a l l y t o the southeast; i s t h a t correct? 
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1 A. Correct. 

2 Q. Does t h a t have anything t o do w i t h your 

3 f r a c t u r i n g of the formation? 

4 A. No. 

5 Q. Okay. So t h i s i s not a r e a l f r a c t u r e d 

6 formation; i s t h a t c o r r e c t ? 

7 A. I t ' s not -- as f a r as we know, i t ' s not 

8 f r a c t u r e d at a l l . 

9 Q. So you don't have any idea of p r e f e r e n t i a l 

10 per m e a b i l i t y ? 

11 A. We don't have any data r i g h t i n the immediate 

12 area. We have data t h a t ' s a ways away from here t h a t 

13 would i n d i c a t e k i n d of a northeast t o an east/west t o 

14 maybe a northeast d r i l l i n g best s t r e s s d i r e c t i o n . But we 

15 don't know s p e c i f i c a l l y r i g h t i n here. 

16 Q. Your d r i l l i n g engineer, which way d i d they 

17 want t o d r i l l i n here, or do they care? 

18 A. Frankly, there's only one way t o do t h i s here. 

19 So we want t o d r i l l the f i r s t one, because we're more or 

20 less d r i l l i n g towards -- i n the d i r e c t i o n of where t h a t 

21 good w e l l was up t o the n o r t h . 

22 Q. Okay. 

23 A. I have no c o n t r o l t o the south here at a l l or 

24 t o the west. 

25 Q. And what k i n d o f - - do you do a l ogg ing w h i l e 
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1 d r i l l i n g ? Do you do an i n d u c t i o n l o g behind your dip? 

2 A. No, j u s t a gamma ray. 

3 Q. Just a gamma ray? 

4 A. Yes. And a mud l o g , of course. 

5 Q. So the mud l o g gives you some p r e t t y good j 

6 information? 

7 A. Yeah. And w e ' l l be able t o land our curve i n | 

8 the t a r g e t and then j u s t f o l l o w i t from there. I t ' s 

9 f a i r l y -- the o v e r a l l i n t e r v a l i s a b i g i n t e r v a l of 3,400 

10 f e e t , so we should be able t o stay w i t h i n sand. 

11 EXAMINER JONES: Thank you. ' | 

12 THE WITNESS: Thanks. 

13 EXAMINER BROOKS: No questions. 

14 MR. FELDEWERT: Mr. Examiner, I do have j 

15 two a d d i t i o n a l questions, i f I may. 

16 RE-CROSS EXAMINATION 

17 BY MR. FELDEWERT: 

18 Q. Mr. Catalano, how many b a r r e l s of f l u i d do you j 

19 a n t i c i p a t e pumping per stage of your fracks? 

20 A. Somewhere -- I want t o say 300,000 t o 400,000, 

21 per stage, g a l l o n s . 

22 Q. And what do you a n t i c i p a t e the f r a c t u r e 

23 o r i e n t a t i o n t o be out here? 

24 A. I t may be northeast/southwest, or i t could be j 

25 east/west. We're not q u i t e sure. So the w e l l going j 
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1 east/west here, i s -- e i t h e r way, i t ' s going t o -- I 

2 don't t h i n k i t ' s going t o be east/west. I t ' s e i t h e r 

3 northeast or maybe more n o r t h e r l y of northeast. But 

4 again, I don't have any data r i g h t here s p e c i f i c a l l y t o 

5 know t h a t . 

6 MR. FELDEWERT: Thank you, s i r . 

7 THE WITNESS: Yes, s i r 

8 MR. BRUCE: No f u r t h e r questions. 

9 EXAMINER JONES: Thank you, Mr. Catalano. 

10 We're going t o hang up the phone now. 

11 THE WITNESS: Okay. Thank you. 

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

13 Mr. Examiner. 

14 EXAMINER JONES: With t h a t , w e ' l l take 

15 Case 14802 under advisement. 

16 EXAMINER BROOKS: I'm sorr y . Does Fasken 

17 take a p o s i t i o n on t h i s ? Are you opposing the 

18 a p p l i c a t i o n ? 

19 MR. FELDEWERT: We are not. 

20 EXAMINER BROOKS: Very good. 

21 MR. FELDEWERT: Just i n t e r e s t e d i n the 

22 p r o j e c t . 

23 EXAMINER BROOKS: Thank you. 

24 * * * 
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