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1 EXAMINER BROOKS: I ' l l c a l l Case 14883, 

2 a p p l i c a t i o n of Nadel and Gussman Permian, LLC, f o r 

3 approval of a nonstandard o i l spacing and p r o r a t i o n u n i t 

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

5 C a l l f o r appearances. 

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

7 Santa Fe, rep r e s e n t i n g the a p p l i c a n t . I have two 

8 witnesses. 

9 EXAMINER BROOKS: And you're appearing? 

10 MS. LEACH: I'm Carol Leach, and I'm 

11 appearing f o r COG Operating, LLC. 

12 MR. FELDEWERT: Mr. Examiner, Michael 

13 Feldewert, of the Santa Fe o f f i c e of Holland & Hart. We 

14 have entered a w r i t t e n appearance on behalf of a number 

15 of e n t i t i e s , and you don't need t o w r i t e these down, but 

16 i t would be f o r Yates Petroleum Corporation; Yates 

17 I n d u s t r i e s , LLC; Yates Brothers; John A. Yates Trust f o r 

18 Peggy A. Yates, M a r t i n Yates; Charborough Holdings, LLC; 

19 Charborough Energy, LLC; and Legacy Royalty, LLC. I'm 

20 also here e n t e r i n g an appearance on. behalf of DHA, LLC. 

21 And out of an abundance of caution, since 

22 there are some t i t l e issues, I'm also e n t e r i n g an 

23 appearance on behalf of A r r i n g t o n O i l & Gas Operating, 

24 LLC. 

25 We have - - on b e h a l f o f DHA, L L C , t h e r e a p p e a r 
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1 t o be some questions w i t h respect t o the t i t l e here, 

2 p a r t i c u l a r l y w i t h respect t o the ownership i n t e r e s t s . 

3 And there are, according t o my c l i e n t , s u b s t a n t i a l 

4 v a r i a t i o n s i n the E x h i b i t A t o the ope r a t i n g agreement 

5 t h a t has been proposed. 

6 DHA, LLC, t h e r e f o r e asks t h a t t h i s -- I know 

7 t h a t Mr. Bruce has h i s witnesses here today. We don't 

8 mind i f t h a t goes forward. But we do ask t h a t the matter 

9 be continued u n t i l the next docket, which I t h i n k would 

10 be November 29th, f o r purposes of a l l o w i n g DHA, LLC, and 

11 the a p p l i c a n t here t o work through some of these t i t l e 

12 issues and h o p e f u l l y come t o an agreement on the j o i n t 

13 operating agreement. 

14 EXAMINER BROOKS: Do you have any 

15 witnesses? 

16 MR. FELDEWERT: I do not have any 

17 witnesses. 

18 EXAMINER BROOKS: And you don't, e i t h e r , 

19 Ms. Leach? 

20 MS. LEACH: No. 

21 MR. BRUCE: Mr. Examiner, we do not object 

22 t o a continuance, and I ' l l e x p l a i n more at the end of my 

23 landman's testimony why. 

24 The landman w i l l t e s t i f y t h a t there are 

25 several p a r t i e s they are s t i l l working w i t h t h a t they 
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1 expect t o get JOAs signed w i t h , and one of them i s DLH. 

2 So we do not ob j e c t t o a continuance t o continue t o work 

3 w i t h them. 

4 The only reason -- and I would consent t o a 

5 continuance. I've already used up my t h i r d continuance, 

6 although I don't t h i n k t h a t i s a problem, as such --

7 EXAMINER BROOKS: My understanding of the 

8 way we do these t h i n g s i s t h a t the other p a r t y also has 

9 three continuances. So i f i t ' s DHA's motion, then we can 

10 go ahead. 

11 MR. BRUCE: Then we do not o b j e c t . 

12 EXAMINER BROOKS: Let's get the witnesses 

13 sworn, please. 

14 W i l l the witnesses please stand and s t a t e your 

15 names f o r the record? 

16 MS. McGINNIS: C r y s t a l Emerald McGinnis. 

17 MR. MATTEUCCI: Michael Matteucci. 

18 (Two witnesses were sworn.) 

19 CRYSTAL EMERALD McGINNIS 

20 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 : 

21 DIRECT EXAMINATION 

22 BY MR. BRUCE: 

23 Q. Please s t a t e your name and c i t y of residence, 

24 please. 

25 A. C r y s t a l Emerald McGinnis, Midland , Texas. 
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1 Q. Who do you work f o r , and i n what capacity? 

2 A. Nadel and Gussman Permian, as a land manager. 

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

4 Di v i s i o n ? 

5 A. Yes. 

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

7 petroleum landman accepted as a matter of record? 

8 A. Yes. 

9 Q. Does your area of r e s p o n s i b i l i t y at Nadel and 

10 Gussman include t h i s area of Southeast New Mexico? 

11 A. Yes, i t does. 

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

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

14 A. Yes. 

15 MR. BRUCE: Mr. Examiner, I tender 

16 Ms. McGinnis as an expert petroleum landman. 

17 EXAMINER BROOKS: So q u a l i f i e d . 

18 Q. (By Mr. Bruce) Could you i d e n t i f y E x h i b i t 1 

19 and describe what Nadel and Gussman seeks i n t h i s case? 

20 A. E x h i b i t 1 h i g h l i g h t s the 160-acre p r o r a t i o n 

21 u n i t t h a t we in t e n d t o designate f o r Super Chief Number 

22 IH w e l l . And we seek an approval f o r a nonstandard w e l l 

23 u n i t i n the Glorieta-Yeso formation, and i t would 

24 comprise the east h a l f of west h a l f of Section 24. 

25 Q. And what i s the name of the proposed well? 
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A. Super Chief Number IH. 

2 Q. And do we have a g e o l o g i s t here today t o 

3 t e s t i f y more about the --

4 A. Yes, we do. 

5 Q. Could you i d e n t i f y E x h i b i t 2 f o r the Examiner? 

6 A. Yes. E x h i b i t 2 l i s t s the working i n t e r e s t 

7 owners i n the w e l l u n i t , together w i t h t h e i r percentage 

8 of mineral i n t e r e s t s . 

9 Q. And the people who are h i g h l i g h t e d are the 

10 ones who are not being pooled? 

11 A. Yes. And du r i n g my t r a v e l time here, we 

12 managed t o work something out w i t h Cimarex and Nuevo 

13 Seis, so they're also waived. 

14 Q. Let's go down t h i s a l i t t l e b i t . I be l i e v e 

15 t h a t C i r r u s E x p l o r a t i o n entered an appearance i n t h i s 

16 case, but they have j o i n e d i n the w e l l ; correct? 

17 A. Yes, s i r , they have. 

18 Q. And one of the h i g h l i g h t e d p a r t i e s i s Yates 

19 Brothers, which Mr. Feldewert represents. They have 

20 j o i n e d i n the w e l l ; correct? 

21 A. They have i n d i c a t e d t h a t they i n t e n d t o . 

22 Q. But you're not seeking t o force pool them? 

23 A. No, s i r . 

24 Q. What about -- you said, "Nuevo Seis"? 

25 A. Nuevo Seis i s r i g h t under A r t e s i a O i l & Gas. __ ,....... > .............̂ • PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 I was informed t h a t they returned t h e i r JOA t h i s morning 

2 since I've been here. 

3 Q. So they signed? 

4 EXAMINER BROOKS: Who i s t h i s ? 

5 THE WITNESS: Nuevo Seis, LP. 

6 MR. BRUCE: I f you go down t o about the 

7 middle of the page, Mr. Examiner r i g h t under, the 

8 h i g h l i g h t e d " A r t e s i a O i l & Gas." 

9 EXAMINER BROOKS: Okay. 

10 Q. (By Mr. Bruce) Now, j u s t f o r general 

11 i n f o r m a t i o n purposes, i t looks l i k e there's a l o t of 

12 p a r t i e s t o force pool here. But has Nadel and Gussman 

13 already leased a s u b s t a n t i a l number of i n t e r e s t owners i n 

14 t h i s well? 

15 A. Yes, we have. We began le a s i n g e f f o r t s about 

16 two years ago, so we've c o n t i n u a l l y leased since t h a t 

17 time. 

18 Q. So i t ' s p r e t t y u g l y t i t l e up there? 

19 A. I t ' s very ugly. 

20 Q. And what are e x h i b i t s -- without going i n t o 

21 d e t a i l , what are E x h i b i t s 3A and 3B? 

22 A. 3A are the l e a s i n g o f f e r l e t t e r s t h a t we 

23 s t a r t e d sending out i n approximately August t o September 

24 of 2010. We've continued through t h i s time t o t r y and 

25 work w i t h mineral owners t o lease t h e i r i n t e r e s t s . 
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1 E x h i b i t 3B i s the w e l l proposals t h a t we j 

2 s t a r t e d sending out i n approximately February of 2 012, 

3 proposing the Super Chief Number 1 w e l l . And i n t h a t 

4 l e t t e r we also o f f e r e d t o e i t h e r lease or secure term 

5 assignment or farmout of people's mineral i n t e r e s t s 

6 and/or leasehold i n t e r e s t s . 

7 Q. So some p a r t i e s being pooled had leasehold 

8 i n t e r e s t s , and a l o t of them are unleased mineral owners? 

9 A. Yes. 

10 Q. As you've said, you've been working on t h i s 

11 prospect f o r , l o o k i n g a t August 2010, l i k e 26 or 27 

12 months? 

13 A. Yes. 

14 Q. And there are unlocatable owners, are there 

15 not? 

16 A. Yes. The m a j o r i t y of the -- I would say the 

17 m a j o r i t y of the people we are seeking t o force pool were 

18 unlocatable. 

19 Q. What d i d you do t o locate those i n t e r e s t 

2 0 owners? 

21 A. We searched the county records, I n t e r n e t 

22 research, and then also j u s t the t y p i c a l 411 telephone 

23 d i r e c t o r y . We also t r i e d t o work w i t h any f a m i l y members 

24 t h a t seemed t o maybe be r e l a t e d t o these members t o t r y 

25 and t r a c k people down or seek them out. 
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1 Q. I n your o p i n i o n , has Nadel and Gussman made a 

2 g o o d - f a i t h e f f o r t t o o b t a i n the v o l u n t a r y j o i n d e r of the 

3 i n t e r e s t owners i n the well? 

4 A. Yes. 

5 Q. Could you i d e n t i f y E x h i b i t 4 and discuss the 

6 cost of the proposed well? 

7 A. E x h i b i t 4 i s the AFE t h a t we sent out i n 

8 February. This i s an updated v e r s i o n . I'm probably not 

9 an expert i n discussing the cost of the w e l l . That may 

10 be more of a geologist/engineer question. 

11 Q. But what i s the t o t a l w e l l cost? 

12 A. The t o t a l w e l l cost i s 2.96059 m i l l i o n . 

13 Q. And what i s the recommendation f o r the amounts 

14 which Nadel and Gussman should be paid f o r supervision 

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

16 A. 6,000 a month f o r d r i l l i n g costs and 600 a 

17 month f o r producing w e l l s . 

18 Q. Are these amounts equivalent t o those normally 

19 charged by Nadel and Gussman and other operators i n t h i s 

20 area f o r w e l l s of t h i s depth? 

21 A. Yes, very t y p i c a l . 

22 Q. Do you request t h a t these rates be adjusted 

23 p e r i o d i c a l l y under the COPAS accounting procedures? 

24 A. Yes. 

25 Q. Do you request a maximum cost p lus 2 00 percent 
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1 r i s k charge i f any i n t e r e s t owner goes nonconsent i n the 

2 well? 

3 A. Yes, s i r . 

4 Q. And was n o t i c e sent out t o the various 

5 i n t e r e s t owners, w r i t t e n notice? 

6 A. Yes. 

7 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 5? 

8 A. Yes. 

9 Q. Was n o t i c e published as t o the unlocatable 

10 p a r t i e s ? 

11 A. Yes. 

12 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, the A f f i d a v i t 

13 of Publication? 

14 ' A. Yes. 

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

16 under your supervision? 

17 A. Yes, s i r . 

18 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 

19 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 

2 0 prevention of waste? 

21 A. Yes. 

22 MR. BRUCE: Mr. Examiner, one reason I do 

23 not o b j e c t t o a continuance i s because, f o r the f i r s t 

24 time i n my l i f e , I f o r g o t t o send out n o t i c e t o the 

25 o f f s e t s of t h i s w e l l . I have a l e t t e r on my computer, 
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1 but I can't f i n d a signed l e t t e r , nor can I f i n d green 

2 cards t o the people I n o t i f i e d -- t h a t I was supposed t o 

3 n o t i f y . 

4 But w i t h t h a t , Mr. Examiner, I would move the 

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

6 EXAMINER BROOKS: E x h i b i t s 1 through 6 are 

7 admitted. 

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

9 MR. BRUCE: And I pass the witness. 

10 EXAMINER BROOKS: Very good. 

11 Mr. Feldewert? 

12 MR. FELDEWERT: I j u s t have a couple of 

13 questions. I j u s t wanted t o c l a r i f y a few t h i n g s . 

14 CROSS-EXAMINATION ' 

15 BY MR. FELDEWERT: 

16 Q. I f I look at E x h i b i t Number 2, t h a t contains 

17 at t h i s p o i n t the l i s t of p a r t i e s t h a t you seek t o pool, 

18 w i t h the exception of those t h a t are hig h l i g h t e d ? 

19 A. Yes, and those t h a t I mentioned. 

20 Q. Okay. I t may not show up on any copy, but I 

21 j u s t want t o make sure. With respect t o the Yates 

22 Brothers, which i s about a t h i r d of the way down --

23 , A. Yes. 

24 Q. - - you show them as being h ighl ighted , which 

25 means you don' t seek to pool them; correct? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
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1 A. Correct. I t h i n k there's a n o t a t i o n t o the 

2 r i g h t where I've i n d i c a t e d I ' d l i k e t o dismiss them. 

3 Q. I went through the l i s t , and I don't see any. 

4 I j u s t want t o make sure whether you're aware of any. 

5 Are there any other Yates e n t i t i e s on t h i s l i s t ? 

6 A. None t h a t I'm aware o f . I've been working 

7 w i t h Chuck e x t e n s i v e l y . I t h i n k we've t i e d them a l l up. 

8 I t h i n k t h a t ' s a l l the Yates e n t i t i e s wrapped up i n the 

9 Yates Brothers. 

10 Q. With respect t o DHA, LLC, I see t h a t they show 

11 up twice here. I guess they have an i n t e r e s t i n both 

12 parcels? 

13 A. Based on the p u b l i c records, yes, they do. 

14 Q. And at t h i s p o i n t , you're s t i l l working w i t h 

15 DHA t o address the t i t l e concerns t h a t they have? 

16 A. I honestly wasn't aware t h a t there were t i t l e 

17 concerns u n t i l t h i s morning. Since I've been here, I 

18 haven't had a chance t o v i s i t w i t h Calina. I int e n d t o 

19 when I get back. 

2 0 But I was under the impression i t was j u s t a 

21 f o r m a l i t y of s i g n i n g the JOA, and I a c t u a l l y received a 

22 signed AFE t h i s morning. So I ' l l address those when I 

23 get back t o Midland. 

24 Q. At t h i s p o i n t i n time, at l e a s t w i t h respect 

25 t o them, we w i l l be c o n t i n u i n g the matter t o address 
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whether there's a c t u a l l y a need t o pool? 

2 A. Yes. 

3 Q. Do you know when you plan t o d r i l l t h i s well? 

4 A. I t ' s obviously f l u i d . Due t o the land issues 

5 i n v o l v e d , we would l i k e t o d r i l l i t before the end of the 

6 year. That's probably not going t o happen. So my guess 

7 i s i t ' s going t o happen as soon as we s o r t out a l l the 

8 land issues and we can s l i d e i t i n t o the d r i l l schedule, 

9 which i s p r e t t y f l u i d . I t could be e a r l y f i r s t q uarter. 

10 Q. But at t h i s p o i n t , i t ' s not on any d r i l l i n g 

11 schedule? 

12 A. I t has been on our d r i l l i n g schedule 

13 c o n t i n u a l l y . I t ' s been pushed due t o the hearing. Mike 

14 i s probably much more knowledgeable than I am of the 

15 d r i l l i n g schedule; 

16 I t h i n k the emails t h a t I was sending t o 

17 Calina a t DHA and probably COG, as w e l l , i n d i c a t e d -- the 

18 ones I sent back i n September s a i d we'd l i k e t o d r i l l 

19 l a t e f a l l . But forced p o o l i n g hearings get pushed, and 

20 there's a l o t going on. So I guess i t ' s r e a l l y a land 

21 issue. 

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

23 have. Thank you. 

24 EXAMINER BROOKS: Ms. Leach? 

25 
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1 CROSS-EXAMINATION 

2 BY MS. LEACH: 

3 Q. You're also working w i t h COG t o work out a 

4 j o i n t o p e r a t i n g agreement? 

5 A. Yes, ma'am. 

6 Q. We don't have t h a t y e t , do we? 

7 A. I t ' s not executed y e t . 

8 Q. And they've expressed some concerns about the 

9 p r o p e r t y ownership? 

10 A. They have. I made some notes. They have. I 

11 j u s t don't -- I t h i n k t h i s i s an i n t e r e s t t h a t o r i g i n a t e d 

12 from P i t c h , and i t ' s a mineral i n t e r e s t t h a t ' s owned 

13 o u t r i g h t . So I don't know i f -- what more they need i n 

14 order t o be -- I'm r e l a t i v e l y comfortable w i t h t h e i r 

15 i n t e r e s t . I ' l l work w i t h them as much as I can t o make 

16 them comfortable, as w e l l . 

17 Q. Y o u ' l l continue t o work w i t h them? 

18 A. Yes. Katie and I have been working very 

19 c l o s e l y . 

20 MS. LEACH: Thank you. 

21 EXAMINATION 

22 BY EXAMINER BROOKS: 

23 Q. So everybody on E x h i b i t 2, except the ones 

24 t h a t are h i g h l i g h t e d and the ones you mentioned, are, at 

25 t h i s p o i n t , t o be force pooled? 
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1 A. Yes, s i r . 

2 Q. But you said you've leased some of them? 

3 A. A c t u a l l y , the p a r t i e s t h a t we have leased are 

4 not on here. That's how vast the ownership i s i n t h i s 

5 area. This i s simply the people we have not leased. But 

6 we have taken a s i g n i f i c a n t amount of leases. 

7 Q. When I look at E x h i b i t 6, there are q u i t e a 

8 l o t of unlocated p a r t i e s ; c o r r e c t ? 

9 A. Yes, s i r . 

10 Q. Are a l l these p a r t i e s unlocated, or was t h i s a 

11 p r e l i m i n a r y l i s t ? 

12 A. I a c t u a l l y have a separate l i s t , and I can 

13 submit the d e t a i l s , of the p a r t i e s t h a t were unlocatable 

14 and the ones t h a t we a c t u a l l y received a green card back 

15 from, but j u s t never were able t o contact them i n any 

16 way. So not a l l of these were unlocatable. Most of them 

17 were, but some were l o c a t a b l e . We j u s t never were able 

18 t o correspond v e r b a l l y or by mail or anything. 

19 Q. Although we u s u a l l y don't put t h a t i n f o r m a t i o n 

2 0 i n the order, i t would be h e l p f u l t o have t h a t i n the 

21 record. 

22 A. I have t h a t l i s t . 

23 Q. Would you review f o r us the d i l i g e n c e t h a t you 

24 used t o loca t e the addresses of the p a r t i e s who 

25 u l t i m a t e l y were unlocatable? 
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A. Sure. My memory may be a l i t t l e foggy. We 

2 s t a r t e d t h i s about two years ago. 

3 S t a r t i n g about two years ago, we d i d what 

4 everybody does and ordered a t a k e o f f and j u s t s t a r t e d 

5 checking -- you know, searching every I n t e r n e t database 

6 t h a t we could t h i n k o f . Tax records sometimes can help 

7 you get there, Eddy County records, l o o k i n g at o l d 

8 assignments w i t h addresses, and t r i e d t o reverse engineer 

9 t h a t . 

10 There 1s a l o t of Muncys i n here. So anybody 

11 w i t h the name Muncy, we would t a l k t o and say, "Do you 

12 know so-and-so?" There was a c t u a l l y a l o t of Canadians, 

13 so we were going through Canadian records, as w e l l , phone 

14 records. And then j u s t simply 411, which works 

15 sometimes, too. 

16 So I t h i n k we d i d e v e r y t h i n g t h a t I know t o do 

17 t o l o c a t e these people. j 

18 EXAMINER BROOKS: Okay. Thank you. 

19 Mr. Jones? 

20 EXAMINATION 

21 BY EXAMINER JONES: 

22 Q. About how much percent i s nonlocated? 

23 A. Well, i t looks here l i k e our force pooled I 

24 i n t e r e s t i s 24 percent. I would say three-quarters of | 

25 t h a t i s unlocated. There was also q u i t e a few strangers 
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i n the t i t l e s i n t h i s deal, so some of these people we 

2 don't know where t h e i r i n t e r e s t was derived from. I t ' s a 

3 very complicated area. 

4 EXAMINER JONES: I had a question about 

5 the pool, but we could probably wait u n t i l the next 

6 witness. 

7 

8 

EXAMINER BROOKS: That might be more 

appropriate f o r the next witness. 

9 Okay. Well, I have nothing f u r t h e r . Any 

10 follow-up by anybody? 

11 MR. BRUCE: Not by me. 

12 MR. FELDEWERT: No, Mr. Examiner. 

13 EXAMINER BROOKS: Very good. The witness 

14 may step down. You may c a l l your next witness. 

15 MR. BRUCE: I c a l l Mr. Matteucci. 

16 MICHAEL MATTEUCCI 

17 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 : 

18 DIRECT EXAMINATION 

19 BY MR. BRUCE: 

20 Q. Would you please s t a t e your f u l l name f o r the 

21 record? ( 

22 A. Michael Nicholas Matteucci. 

23 Q. Where do you reside? 

24 A. Midland, Texas. 

25 Q. Who do you work f o r and i n what capacity? j 
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A. Nadel and Gussman Permian, as lead g e o l o g i s t . 

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

3 D i v i s i o n ? 

4 A. I have. 

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

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

7 A. Yes. 

8 Q. Are you f a m i l i a r w i t h the geology i n v o l v e d i n 

9 t h i s case? 

10 A. Yes. 

11 MR. BRUCE: Mr. Examiner, I tender 

12 Mr. Matteucci as an expert petroleum g e o l o g i s t . 

13 EXAMINER BROOKS: So q u a l i f i e d . 

14 Q. (By Mr. Bruce) Could you i d e n t i f y E x h i b i t 7 

15 f o r the Examiner and discuss the geology i n t h i s area? 

16 A. E x h i b i t 7 i s a 3-by-3 s e c t i o n s t r u c t u r e map on 

17 the top of the G l o r i e t a Sand t h a t we used t o c o n t r o l the 

18 Yeso subsurface geology. 

19 The blue c i r c l e s i n d i c a t e Yeso production. | 

20 The few orange c i r c l e s here i n d i c a t e San Andres 

21 production. The f i e l d t h a t i s o f f s e t t i n g Section 24 i s 

22 the Atoka-Yeso f i e l d . The f i e l d t h a t i s being depth 

23 severed a t 2,700 f e e t t o the northwest i s the Atoka-San 

24 Andres f i e l d . 

25 Regional d i p i s northwest t o southeast. You 
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1 can see on the bottom r i g h t - h a n d corner there t h a t the 

2 Yeso s e c t i o n and the top of the G l o r i e t a a c t u a l l y cease 

3 t o e x i s t as you go basinward. And these are hundred-foot 

4 contour i n t e r v a l s i n here. 

5 Q. I n t h i s area -- I t h i n k on your p l a t you have 

6 three proposed w e l l s i n t h i s s e c t i o n ; correct? 

7 A. We do, yes, s i r . 

8 Q. Those are Nadel and Gussman Permian proposed 

9 wells? 

10 A. Yes. 

11 Q. I s s t r u c t u r e important i n t h i s area? 

12 A. St r u c t u r e i s the -- i n terms of a r e g i o n a l 

13 sense, i s the primary f a c t o r t h a t we're concerned about. 

14 We b e l i e v e , as you go down i n t o the basin, t h a t there i s 

15 a r e g i o n a l increase of water r i s k . And as such, we 

16 p r e f e r north/south o r i e n t a t i o n s t o reg u l a t e the r i s k per 
17 wellbore, instead of exposing an east/west wellbore t o j 

18 the o v e r a l l r i s k of water being downdip. 

19 Q. What i s E x h i b i t 8? j 

20 A. E x h i b i t 8 i s a cross-section, a southwest t o 

21 northeast cross-section, t h a t was marked p r e v i o u s l y on 

22 E x h i b i t 7, showing the two w e l l s t h a t we are using f o r 

23 h o r i z o n t a l c o n t r o l i n our p r o j e c t area. 

24 Q. And i s the -- you i n d i c a t e your plan t o 

25 t a r g e t . I s i t continuous across the proposed w e l l u n i t ? j 
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A. Yes. These are o l d e r logs, but we believe 

2 t h a t the s e c t i o n i s r e l a t i v e l y continuous over the 

3 p r o j e c t area. 

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

5 s e c t i o n c o n t r i b u t e more or less e q u a l l y t o production? 

6 A. Yes. 

7 Q. And i n your opinion, w i l l t h i s w e l l 

8 e f f i c i e n t l y and economically d r a i n t h i s p o r t i o n of the 

9 Yeso r e s e r v o i r ? 

10 A. Yes, s i r . 

11 Q. Could you i d e n t i f y E x h i b i t 9 f o r the Examiners 

12 and discuss b r i e f l y how the w e l l w i l l be d r i l l e d and 

13 completed? 

14 A. Yes. E x h i b i t 9 i s a t h i r d - p a r t y w e l l plan f o r 

15 the Super Chief Number IH w e l l . We are planning a 

16 10-degree per hundred f e e t curve landing, and a TVD of 

17 3,100 f e e t , i n which we w i l l then climb approximately 70 

18 f e e t t o the bottomhole l o c a t i o n a t the t e r m i n a t i o n of the 

19 wellbore. 

20 Q. And approximately how many completion stages? 

21 A. Based on our previous work i n the area, we're 

22 planning about 20 stages. This i s going t o be open-hole 

23 completion. 

24 Q. And regarding the estimated j u s t under 3 

25 m i l l i o n cost of the wellbore, are you f a m i l i a r , w i t h w e l l 
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2 A. I am f a m i l i a r , and t h a t i s i n l i n e w i t h 

3 previous w e l l costs i n t h i s area. 

4 Q. That i s a f a i r and reasonable w e l l cost? 

5 A. Yes. 

6 Q. Were E x h i b i t s 7 and 8 compiled by you? 

7 A. Yes, they were. 

8 Q. Was E x h i b i t 9 compiled from company business 

9 records? 

10 A. Yes, under my supervision. 

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 prevent i o n of waste? 

14 A. I t i s . 

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

16 admission of E x h i b i t s 7, 8 and 9. 

17 EXAMINER BROOKS: Seven, 8 and 9 are 

18 admitted. 

19 ( E x h i b i t s 7, 8 and 9 were admitted.) 

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

21 the witness. 

22 CROSS-EXAMINATION 

23 BY MR. FELDEWERT: 

24 Q. I'm lo o k i n g a t E x h i b i t Number 7. 

25 A. Yes. 

I 
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1 Q. You show a h o r i z o n t a l w e l l up i n Section 13? 

2 A. Yes. 

3 Q. I t looks l i k e i t ' s o r i e n t e d -- i s t h a t west t o 

4 east? 

5 A. That i s a west-to-east w e l l . Devon, i n about 

6 2007, o r i g i n a l l y t r i e d some very e a r l y attempts of a 

7 h o r i z o n t a l Yeso i n t h i s p a r t of the tr e n d . That w e l l was 

8 not d r i l l e d , and t h a t ' s , f o r a l l i n t e n t s and purposes, a 

9 dead permit. 

10 Q. So t h a t w e l l i n Section 13 has not been 

11 d r i l l e d ? 

12 A. Correct. I should c l a r i f y . Orange h o r i z o n t a l 

13 i n d i c a t o r s here are w e l l s t h a t have permits or some s o r t 

14 of plan t o d r i l l i n the p u b l i c record. You can see down 

15 there i n Section 34, i n the very southwest corner of the 

16 map, t h a t ' s a Yates Petroleum w e l l t h a t i s o r i e n t e d 

17 north/south. And they've had some degree of success i n 

18 t h a t w e l l . 

19 EXAMINER BROOKS: Excuse me. Which 

2 0 e x h i b i t -- are we lo o k i n g a t 7? 

21 THE WITNESS: Yes, s i r . 

22 EXAMINER BROOKS: Go ahead. 

23 Q. (By Mr. Feldewert) That w e l l i n Section 34, 

24 t h a t ' s i n the Glorieta-Yeso formation? 

25 A. Yes, i t i s i n the Yeso. 
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1 Q. I s t h a t the only h o r i z o n t a l w e l l i n t h i s area 

2 depicted on E x h i b i t 7 t h a t ' s c u r r e n t l y d r i l l e d i n the 

3 Glorieta-Yeso formation? 

4 A. Yes, s i r , i t i s . 

5 Q. And the w e l l s then t h a t you show i n Sections 

6 24 and 19, those are planned w e l l s by Nadel and Gussman? 

7 A. Yes, they are. 

8 Q. And the one we're d e a l i n g w i t h now i s the 

9 second -- i n Section 24, i t ' s the second from the l e f t ? 

10 A. I t ' s the f u r t h e s t west w e l l i n Section 24. So 

11 i t ' s i n the east h a l f of the west h a l f . 

12 MR. FELDEWERT: Okay. That's a l l the 

13 questions I have. Thank you. 

14 MS. LEACH: No questions. 

15 EXAMINER BROOKS: Very good. 

16 I don't see i n t h i s d r i l l i n g plan, E x h i b i t 9, 

17 a p l a t showing the completed i n t e r v a l i n r e l a t i o n t o the 

18 setbacks. We would appreciate being f u r n i s h e d w i t h t h a t . 

19 THE WITNESS: I can provide t h a t . 

20 EXAMINER BROOKS: Okay. Good. 

21 Mr. Jones, do you have questions? 

22 EXAMINATION 

23 BY EXAMINER JONES: 
24 Q. The contour map, i s i t above sea level? 

25 A. Yes. This i s a -- I apologize f o r the 
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1 discrepancy here. I f you look at the contour i n t e r v a l s , 

2 those are sub c value contours. And the a c t u a l numerics 

3 a l l o c a t e d t o each one of those w e l l s i s not a sub c. 

4 That's the v e r t i c a l depth of the G l o r i e t a . 

5 Q. So what's the e l e v a t i o n out here, about the 

6 e l e v a t i o n out here? 

7 A. Off the top of my head, you know, these are --

8 we're l o o k i n g at p o s i t i v e 600 values i n terms of the 

9 depth of the Yeso. So approximately 2,100 f e e t , I 

10 b e l i e v e . 

11 Q. So i t ' s above sea le v e l ? 

12 A. Yeah, the Yeso i s above sea l e v e l . 

13 Q. So t h i s contour map shows t h a t i t ' s d i p p i n g 

14 toward the southeast? 

15 A. Yes, t h a t ' s c o r r e c t . 

16 Q. So s t r i k e i s northeast --

17 A. Um-hum. 

18 Q. -- d i p i s southeast? 

19 And the purple means Glorieta-Yeso? 

20 A. Yes, s i r . Those are w e l l s i n some Yeso 

21 formations. I n t h i s case, the Atoka-Yeso and the 

22 Glorieta-Yeso f i e l d s . 

23 Q. So i t ' s mainly Yeso? 

24 A. Yes, i t ' s mainly Yeso. This was a Ralph Nix 

25 operated f i e l d o r i g i n a l l y . Some of the p e r f o r a t i o n s 
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1 strayed down i n t o the Tubb. Some of those p e r f o r a t i o n s 

2 also strayed up i n t o the G l o r i e t a also. 

3 Q. This i s the Atoka-Glorieta Yeso pool? 

4 A. Um-hum. 

5 Q. And not the Dayton-Yeso pool? 

6 A. Yeah. I would plan f o r t h i s t o be i n the 

7 Atoka-Yeso f i e l d , due t o the p r o x i m i t y . 

8 Q. No s p e c i a l pool r u l e s and no p i l o t hole? 

9 A. We w i l l be t a k i n g a p i l o t hole and the 

10 subsequent science i n v o l v e d w i t h t h a t . 

11 Q. I t h i n k your AFE i n the a p p l i c a t i o n had one 

12 f o r the p i l o t hole and one not f o r the p i l o t hole? 

13 A. I t may have. At t h i s p o i n t , we are going t o 

14 be d r i l l i n g a p i l o t hole. 

15 Q. So 3,200-feet p i l o t hole? So i t w i l l be a 

16 l i t t l e more expensive. Does t h a t r e f l e c t i n E x h i b i t 4? 

17 A. I don't have E x h i b i t 4 i n f r o n t of, me. 

18 Okay, yeah. I f you look at the top l e f t - h a n d 

19 corner there, i t gives the p r o j e c t e d depth. I have a 

20 measured depth of the h o r i z o n t a l , a 3,000-foot TVD, which 

21 i s more or less e q u i v a l e n t , as w e l l as a 3,200-foot p i l o t 

22 hole. So t h i s $2,969 m i l l i o n AFE cost i s r e f l e c t i v e of 

23 the p i l o t hole. 

24 Q. No API y e t , because i t ' s a fee w e l l ; r i g h t ? 

25 A. I t i s a fee w e l l , so I don't have an API y e t . 
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Q. Just f o r my personal question here, w i t h i n the 

2 Yeso, your planned t a r g e t , you've got a red arrow. Does 

3 t h a t have a member of the Yeso? 

4 A. At t h i s p o i n t , we k i n d of d i s t i n g u i s h between 

5 an upper Yeso p o r o s i t y i n t e r v a l t h a t you can see i n the 

6 Depco w e l l here a t approximately 3,000 f e e t , and the 

7 lower Yeso t a r g e t i n t e r v a l between 3,100 and 3,200 f e e t . 

8 You can see r e l a t i v e p o r o s i t y increases f o r both of those 

9 members. I t i s n ' t something t h a t we f o r m a l l y have 

10 i s o l a t e d . You're going t o -- we bel i e v e t h a t s t i m u l a t i o n 

11 i s going t o move up approximately 200 f e e t . 

12 Q. But the pool i s the Atoka-Glorieta-Yeso, so i t 

13 you includes the e n t i r e Yeso? 

14 EXAMINER JONES: I don't have anymore 

15 questions. 

16 EXAMINER BROOKS: Okay. Any f o l l o w up 

17 from anyone? 

18 MR. FELDEWERT: I j u s t have one, out of 

19 c u r i o s i t y . 

20 FURTHER CROSS-EXAMINATION 

21 BY MR. FELDEWERT: 

22 Q. I f I look at E x h i b i t 7, down there i n Sections 

23 32 and 33, what are those squiggly l i n e s ? 

24 A. Those are deep d i r e c t i o n a l l y - d r i l l e d 

25 h o r i z o n t a l w e l l s . I be l i e v e those were Pennsylvanian 
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1 depth w e l l s . 

2 EXAMINER JONES: I'm sorry, what s e c t i o n 

3 was that? 

4 THE WITNESS: 33 and 32. You can also see 

5 I've marked those w i t h "NS." That's the G l o r i e t a s e c t i o n 

6 i s not present i n those sections. 

7 EXAMINER BROOKS: The only squiggly l i n e s 

8 I saw were the contour l i n e s . I f those were h o r i z o n t a l 

9 w e l l s , they were r e a l l y long ones. 

10 THE WITNESS: We're not q u i t e there y e t . 

11 EXAMINER BROOKS: Okay. Anything f u r t h e r , 

12 Mr. Bruce? 

13 MR. BRUCE: I have nothing f u r t h e r . I ' d 

14 j u s t request t h a t i t be continued f o r fo u r weeks. 

15 EXAMINER BROOKS: Okay. The witness may 

16 step down. 

17 Mr. Feldewert, anything f u r t h e r ? 

18 MR. FELDEWERT: No, Mr. Examiner. 

19 EXAMINER BROOKS: Ms. Leach? 

20 MS. LEACH: No. 

21 EXAMINER BROOKS: Very good. Case Number 

22 14883 w i l l be continued t o November 29th. And I'm going 

23 t o put " f o r n e g o t i a t i o n s " here. Because i f I put " f o r 

24 supplementation of the record," then I ' l l f o r g e t and I ' l l 

25 ask what was t o be added t o the record. 
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1 I f there's nothing f u r t h e r , t h i s docket w i l l 

2 stand adjourned. 

3 MR. BRUCE: I've got one more f o r Hunt O i l 

4 Company. 

5 MR. FELDEWERT: Since we're on the record, 

6 I j u s t wanted t o c l a r i f y , Case 14913, which i s on page 3 

7 of 4, t h a t ' s been continued t o November 29th; correct? 

8 EXAMINER JONES: Yes. 

9 MR. FELDEWERT: A l l r i g h t . 

10 * * * 

11 

12 

13 

14 

16 « m m ^ ' e " - ; i S f n ©f Case No. J X ^ 

17 n w d by me <>•--. 

1 8 *oM Conservation '•-̂ !*! 

19 

20 

21 

22 

23 

24 

25 
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