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1 EXAMINER EZEANYIM: We go t o Case 14 933, 

2 a p p l i c a t i o n of RSC Resources L i m i t e d Partnership f o r 

3 compulsory p o o l i n g , Eddy County, New Mexico. 

4 C a l l f o r appearances. 

5 • MR. BRUCE: Mr. Examiner, Jim Bruce, of 

6 Santa Fe, representing the a p p l i c a n t . I have one 

7 • witness. , 

8 EXAMINER EZEANYIM: Any other appearances? • 

9 MR. PADILLA: Mr. Examiner, Ernest L. 

10 • P a d i l l a f o r S p i r a l , Inc. We're not presenting a case. 

11 The p a r t i e s are very.close t o f i n a l i z i n g a deal w i t h my 

12 c l i e n t , so t h e r e f o r e I don't t h i n k t h a t t h i s i s going t o 

13 apply, but they wanted me t o enter an appearance. 

14 EXAMINER EZEANYIM: You j u s t want, t o make 

15 an appearance f o r your c l i e n t ? Who i s your c l i e n t ? 

16 MR. PADILLA: S p i r a l , Inc. -

17 EXAMINER EZEANYIM: You have no witnesses? 

18 MR. PADILLA: No witnesses. 

19 EXAMINER EZEANYIM: Okay. 

20 Okay, you've been sworn i n . You are s t i l l 

21 under oath. 

22 MR. BRUCE: Mr.- Examiner, i f the record 

23 could r e f l e c t t h a t Mr. Cate has been p r e v i o u s l y sworn and 

24 q u a l i f i e d as an expert witness? 

25 EXAMINER EZEANYIM: Thank you. 
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1 MR. BRUCE: Mr. Examiner, t h i s case 

2 inv o l v e s a w e l l u n i t j u s t t o the n o r t h of the f i r s t case, 

3 the n o r t h h a l f of Section 10. Again., i t ' s r e - e n t r y 

4 seeking a Wolfcamp completion. And they're seeking t o 

5 force pool the n o r t h h a l f of Section 10, 24 South, 28 

6 East; and as t o shallower zones, the northeast quarter or 

7 the northwest q u a r t e r / n o r t h e a s t • q u a r t e r . And the w e l l i s • 

8 the Guitar 10 Well Number 1. 

9 E x h i b i t 1 i s an a f f i d a v i t from the landman 

10 s t a t i n g what she d i d t o loca t e and determine i n t e r e s t 

11 ownership i n the w e l l u n i t . 

12 RANDALL CATE 

13 Having been f i r s t d uly sworn, t e s t i f i e d as f o l l o w s : 

14 DIRECT EXAMINATION 

15 BY MR. BRUCE: 

16 Q. Very b r i e f l y , Mr. Cate, what i s E x h i b i t 2? 

17 A. E x h i b i t 2 i s a land p l a t from the Midland Map 

18 Company. What's h i g h l i g h t e d i n yellow i s the n o r t h h a l f 

19 of Section 10, which i s approximately 320 acres. And 

20 t h a t would be the spacing u n i t r e q u i r e d f o r the 

21 Wolfcamp -- attempted completion i n the Wolfcamp gas 

22 formation. 

23 Q. The two w e l l s you're here f o r today are about 

24 a mile apart? 

25 A. Yes. A d d i t i o n a l l y , i n the n o r t h h a l f there 
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1 are two -- now, t h i s i s a plugged w e l l . There are two 

2 plugged w e l l s . The one I put the t r i a n g l e around i s the 

3 r e - e n t r y candidate. 

4 Q. Just b r i e f l y , what i s E x h i b i t 3? 

5 A. E x h i b i t 3 i s an ownership report s p e c i f i c t o 

6 the i n t e r e s t s t h a t we need t o pool. There are a l o t of 

•7 other a d d i t i o n a l - i n t e r e s t s , j u s t l i k e the Marra r e p o r t 

8 before. However, t h i s one i s much smaller and was much 

9 easier. 

10 So i t only shows the i n t e r e s t t h a t we had not 

11 reached an agreement w i t h as of b a s i c a l l y t h i s morning. 

12 But I w i l l say t h a t Gulf Coast, the f i r s t one on the l i s t 

13 here, we d i d reach an agreement w i t h them, and we w i l l 

14 drop them from the hearing. 

15 EXAMINER EZEANYIM: Gulf Coast? 

16 MR. BRUCE: Yes. I t ' s the f i r s t company 

17 l i s t e d on E x h i b i t 3. 

18 EXAMINER EZEANYIM: They signed o f f t o 

19 p a r t i c i p a t e i n the well? 

2 0 THE WITNESS: We know each other and have 

21 agreed i n p r i n c i p l e . That's good enough f o r me f o r now. 

22 Q. (By Mr. Bruce) Again, t h i s contains i n t e r e s t 

23 ownership and your e f f o r t s t o get a v o l u n t a r y j o i n d e r ? 

24 A. Yes. I n t h i s case, I have almost been able t o 

25 discuss t h i s w i t h almost everyone t h a t i s on t h i s l i s t . 
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1 Many of -- the whole S t r i b l i n g f a m i l y , I am j u s t going t o 

2 say they are i n a contest among themselves over t h e i r 

3 i n t e r e s t s , and they j u s t refuse t o do anything. I f they 

4 do get t h e i r i n t e r e s t s l i n e d out, I w i l l be happy t o do 

5 an o i l and gas lease w i t h them. They are having an 

6 i n t e r n a l f a m i l y d i s p u t e . 

7 On the second page i s S p i r a l , Inc. That 

8 i n t e r e s t at one time was a Harvey Yates i n t e r e s t or one 

9 of the companies t h e r e o f . And I have been i n contact. 

10 And I do bel i e v e t h a t w i t h i n a couple weeks, she w i l l 

11 have decided what they want t o do, and we w i l l consummate 

12 an agreement there, also. 

13 Q. I f you do, w i l l you n o t i f y the D i v i s i o n so 

14 t h a t they are not subject t o a p o o l i n g order? 

15 A. Yes. ConocoPhillips, Mr. Tom Scarbrough, i n 

16 conversations even up u n t i l yesterday, we believe we w i l l 

17 enter i n t o an agreement before the p o o l i n g i s enacted. 

18 Also, the same w i t h Devon Energy and the same 

19 w i t h James Dewey. I t ' s j u s t up t o t h i s p o i n t , there has 

20 not been a v o l u n t a r y j o i n d e r or agreement. 

21 Q. What i s E x h i b i t 4? 

22 A. E x h i b i t 4 i s the AFE. The l a s t two pages of 

23 E x h i b i t 3 were sample l e t t e r s t h a t we sent out t o each of 

24 the p a r t i e s , i n v i t i n g t h e i r p a r t i c i p a t i o n and also 

25 i n d i c a t i n g an i n t e n t t o lease from mineral i n t e r e s t s . 
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1 And i t was accompanied by t h i s AFE, which i s 

2 approximately $1,498 m i l l i o n . 

3 We w i l l have t o d r i l l out some plugs on t h i s 

4 one, very s i m i l a r t o the l a s t one. I t ' s very s i m i l a r i n 
5 cost. Except f o r the Marra, we d i d not have the plugs t o 

6 d r i l l . 

7 Q. Are the costs represented by t h i s AFE f a i r and 

8 reasonable and comparable t o costs of other r e - e n t r i e s of 

9 t h i s depth i n Eddy County? 

10 A. Yes. 

11 Q. What overhead r a t e s do you propose? 

12 A. $7,000 a month on the d r i l l i n g r a t e , and $700 

13 a month on the monthly operating expense r a t e . 

14 Q. Are those r a t e s comparable f o r other w e l l s of 

15 t h i s depth i n Eddy County? 

16 A. Yes. 

17 Q. Do you request a 200 percent r i s k charge 

18 against any i n t e r e s t owner who goes nonconsent? 

19 A. Yes, I do. 

2 0 Q. What i s E x h i b i t 5? 

21 A. E x h i b i t 5 i s copies of a l l the C e r t i f i e d Mail 

22 and Return Receipts Requested f o r the i n t e r e s t owners 

23 t h a t we needed t h a t were on the p o o l i n g l i s t , several of 

24 which have already contacted us, and we have negotiated. 

25 So there are more names t h a t we sent out t o than you are 
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1 seeing on the l i s t t h a t need t o be pooled today. 

2 MR. BRUCE: Mr. Examiner, E x h i b i t 6 i s the 

3 a f f i d a v i t of p u b l i c a t i o n from the Carlsbad newspaper 

4 regarding e n t i t i e s t h a t were or might have been -- d i d 

5 not receive w r i t t e n n o t i c e . 

6 Q. (By Mr. Bruce) And then very b r i e f l y , E x h i b i t s 

7 7, 8 and 9, what are they, Mr. Cate? 

8 A. E x h i b i t 7, i t ' s hand drawn, but i t i s a 

9 wellbore schematic diagram of the Guitar 10 as i t 

10 appears. Again, w e ' l l have t o d r i l l out several cement 

11 plugs -- but there are no other hidden o b s t r u c t i o n s t h a t 

12 we can t e l l i n here, i t appears i t ' s a l l cement -- i n 

13 order t o get down t o the Wolfcamp p e r f o r a t i o n s . 

14 And E x h i b i t 8 i s , once again, a l o g se c t i o n . 

15 EXAMINER EZEANYIM: I s t h i s w e l l plugged 

16 and abandoned c u r r e n t l y ? 

17 THE WITNESS: I t i s plugged and abandoned 

18 f o r approximately 20 years. I t l a s t produced i n the 

19 mid-'80s. 

20 EXAMINER EZEANYIM: So you're doing a 

21 re-entry? 

22 THE WITNESS: Yeah. 

23 They d i d attempt some Bone Spring 

24 p e r f o r a t i o n s , as you can see on the middle l e f t there, 

25 back i n l a t e '80s and e a r l y '90s, p o s s i b l y . I t was 
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1 not -- from what I can t e l l , i t might have produced 600 

2 b a r r e l s andr something i s a l l . I t d i d n ' t show up on my 

3 production search. I'm not sure why, but i t ' s r e f l e c t e d 

4 i n the OCD records. We w i l l have t o squeeze t h a t o f f , I 

5 t h i n k . 

6 And then the type l o g of the Wolfcamp, the 

7 Wolfcamp i s our primary o b j e c t i v e , j u s t l i k e i n the l a s t 

8 one. 

9 And l e t me j u s t say here, the reason we're 

10 doing these two i s I've got lease e x p i r a t i o n s . This 

11 p r o j e c t w i l l take three years t o get put together. And 

12 s t a r t i n g i n February, we have lease e x p i r a t i o n s coming 

13 up. I j u s t need t o be able t o get i n the w e l l and get 

14 these leases HBP. So t h a t i s p a r t of the reason we've 

15 got two going on at once here. 

16 EXAMINER EZEANYIM: Does t h a t apply t o the 

17 l a s t case? 

18 THE WITNESS: The same, yes, yes. Many of 

19 these i n t e r e s t owners have i n t e r e s t s i n both. But our 

2 0 f i r s t e x p i r a t i o n s do s t a r t i n February. 

21 Q. (By Mr. Bruce) I s E x h i b i t 9 the same as the 

22 production graph t h a t you submitted t o f o r the l a s t 

23 hearing? 

24 A. Yes. I t ' s i d e n t i c a l as t o what we presented 

25 on the Marra. 
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1 Q. Just a couple of f i n a l questions. Did you 

2 make, i n your o p i n i o n , a g o o d - f a i t h e f f o r t t o e i t h e r 

3 f i n d the p a r t i e s who own i n t e r e s t s i n t h i s w e l l u n i t 

4 and/or get them t o j o i n v o l u n t a r i l y i n the well? 

5 A. Yes, we made every e f f o r t . 

6 Q. Were E x h i b i t s 1 through 9 prepared by you or 

7 under your supervision? 

8 A. Yes. 

9 Q. I s the g r a n t i n g of t h i s case i n the i n t e r e s t 

10 of conservation and the prevention of waste? 

11 A. Yes. 

12 MR. BRUCE: Mr. Examiner, I move admission 

13 of E x h i b i t s 1 through 9. 

14 EXAMINER EZEANYIM: E x h i b i t s 1 through 9 

15 w i l l be admitted. 

16 ( E x h i b i t s 1 through 9 were admitted.) 

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

18 EXAMINER EZEANYIM: Mr. P a d i l l a , do you 

19 have any questions? 

20 MR. PADILLA: No questions. 

21 EXAMINER EZEANYIM: Do you have any 

22 questions? 

23 EXAMINER BROOKS: No questions. 

24 EXAMINER EZEANYIM: What i s the name of 

25 the pool? I s t h i s Wolfcamp? I know i t ' s the same pool 
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1 you were t a r g e t i n g i n the l a s t case. What, i s the name of 

2 the pool; do you know? 

3 THE WITNESS: I b e l i e v e i t ' s producing i n 

4 t h i s w e l l i n Section 9. I n t h i s case, I believe i t ' s 

5 Culebra B l u f f South i s what I be l i e v e t h i s one i s . I 

6 haven't done the permit yet on t h i s one. 

7 EXAMINER EZEANYIM: Counsel, i s t h i s i n 

8 your a p p l i c a t i o n ? 

9 MR. BRUCE: I w i l l give you pool names. 

10 THE WITNESS: I be l i e v e the Marra would 

11 l i k e l y be a d i f f e r e n t pool because there was production 

12 i n Section 13, and i t was a d i f f e r e n t pool than the Woods 

13 w e l l here. 

14 EXAMINER EZEANYIM: But you're not going 

15 i n t o the Morrow? 

16 THE WITNESS: No. The Marra w e l l t h a t we 

17 d i d i n the l a s t hearing. 

18 EXAMINER EZEANYIM: Oh, okay. 

19 I have nothing f u r t h e r . 

20 Okay. At t h i s p o i n t , Case 14933 w i l l be taken 

21 under advisement. 

22 Let's take about a 10-minute break. 

23 * * * 
2 4 , 4 * hereby certify that the foregoing is 

25 
@ ©orn-pieie record of the proc<t-ed!^igsJ^cq^^_^ 
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REPORTER 1S CERTIFICATE 

3 

4 I , JACQUELINE R. LUJAN, New Mexico CCR #91, DO 

5 HEREBY CERTIFY t h a t on November 29, 2012, pr o c e e d i n g s i n 

6 t h e above c a p t i o n e d case were t a k e n b e f o r e me and t h a t I 

7 d i d r e p o r t i n s t e n o g r a p h i c s h o r t h a n d t h e pr o c e e d i n g s s e t 

8 f o r t h h e r e i n , and t h e f o r e g o i n g pages are a t r u e and 

9 c o r r e c t t r a n s c r i p t i o n t o t h e b e s t o f my a b i l i t y . 

10 I FURTHER CERTIFY t h a t I am n e i t h e r employed by 

11 n or r e l a t e d t o nor c o n t r a c t e d w i t h any o f t h e p a r t i e s o r 

12 a t t o r n e y s i n t h i s case and t h a t I have no i n t e r e s t 

13 whatsoever i n t h e f i n a l d i s p o s i t i o n o f t h i s case i n any 

14 c o u r t . 

15 WITNESS MY HAND t h i s 1 1 t h day o f December, 

16 2012. 

17 

18 

19 

20 

21 
rcquelipe R. L u j a n , CQR #31 

22 ^ x p i r e s ^ 12/31/2012 

23 
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