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1 (3:50 p.m.) 

2 EXAMINER EZEANYIM: At t h i s p o i n t , c a l l 

3 Case 15023, a p p l i c a t i o n of COG Operating, LLC f o r a 

4 nonstandard spacing and p r o r a t i o n u n i t and compulsory 

5 pooling, Eddy County. 

6 C a l l f o r appearances. 

7 MR. RANKIN: Adam Rankin, H o l l a r d & Hart, 

8 Santa Fe. I've got two witnesses today. 

9 EXAMINER EZEANYIM: Any other appearances? 

10 Okay, Mr. Rankin. Let your witnesses stand 

11 up t o be sworn and s t a t e t h e i r names. 

12 MR. CLARK: Greg Clark. 

13 MR. DIRKS: Stuart Dirks. 

14 (Mr. Clark and Mr. Dirks sworn.) 

15 MR. RANKIN: Mr. Examiner, I'd c a l l my 

16 f i r s t witness, Mr. Stewart Dirks. 

17 STUART DIRKS, 

18 a f t e r having been f i r s t duly sworn under oath, was 

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

20 DIRECT EXAMINATION 

21 BY MR. RANKIN: 

22 Q. Mr. Dirks, f o r the record, s t a t e your name. 

23 A. Stuart Dirks. 

24 Q. Would you please s t a t e by whom you're employed 

25 and i n what capacity? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
4ff20c55-0840-4774-afb1-5e1b09cd292d 



Page 4 
1 A. I'm.employed by Concho Resources, as a 

2 petroleum landman. 

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

4 Divison? 

5 A. Yes, I have. 

6 Q. And have you had 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, they were. 

9 Q. Mr. Dirks, are you f a m i l i a r w i t h today's 

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

11 A. Yes, I am. 

12 Q. And are you f a m i l i a r w i t h the lands t h a t are 

13 subj ect t o today 1s a p p l i c a t i o n ? 

14 A. Yes, I am. 

15 MR. RANKIN: Mr. Examiner, I'd l i k e t o 

16 tender Mr. Dirks as an expert petroleum landman. 

17 EXAMINER EZEANYIM: Mr. Dirks i s so 

18 q u a l i f i e d . 

19 Q. (BY MR. RANKIN) Mr. Dirks, can you please t u r n 

20 t o what's been marked as E x h i b i t Number 1 i n the e x h i b i t 

21 packet? Please i d e n t i f y f o r the Examiners what i t 

22 shows, and please b r i e f l y s t a t e what i t i s t h a t COG i s 

23 requesting i n t h i s a p p l i c a t i o n . 

24 A. This i s a p l a t centered on Section 6, Township 

25 19 South, Range 26 East which shows the l o c a t i o n of our 
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1 proposed Arabian 6 Fee #6H. Our acreage i n Section 6 i s 

2 h i g h l i g h t e d i n yellow. E x i s t i n g h o r i z o n t a l w e l l s are 

3 shown i n black, and our proposed "well i s shown i n red. 

4 The square being our surface l o c a t i o n , and the c i r c l e 

5 being our bottom-hole l o c a t i o n . 

6 We seek the formation of a 159.67-acre 

7 nonstandard spacing and p r o r a t i o n u n i t comprising the 

8 east h a l f of the west h a l f of Section 6, 19 South, 26 

9 East f o r the d r i l l i n g of our Arabian 6 Fee #6H w e l l . We 

10 also seek the pooling of mineral i n t e r e s t s i n the Yeso 

11 Formation underlying our proposed nonstandard u n i t , and 

12 we ask t h a t COG Operating, LLC be named operator of the 

13 w e l l . 

14 Q. Mr. Dirks, i s there a designated pool t h a t ' s 

15 subject t o t h i s pooling a p p l i c a t i o n ? 

16 A. Yes, there i s . 

17 Q. What i s the name of t h a t pool? 

18 A. I t i s t h e Penasco Draw-San Andres-Yeso pool. 

19 Q. And, Mr. Dirks, t h a t has been es t a b l i s h e d 

20 through Order Number R-5353; i s t h a t correct? 

21 A. Yes. 

22 Q. Section 6 i s a l l fee lands; i s t h a t correct? 

23 A. Yes, they're a l l fee. 

24 Q. Now, Mr. D i r k s , can you please t u r n t o what ' s 

25 been marked as E x h i b i t Number 2? And j u s t i d e n t i f y f o r 
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1 the Examiners what t h i s e x h i b i t shows. 

2 A. This i s a p l a t of Section 6 w i t h our proposed 

3 nonstandard u n i t h i g h l i g h t e d i n gray showing the 

4 ownership broken down by t r a c t . 

5 Q. And the i n t e r e s t s t h a t you're seeking t o pool 

6 today, are those i d e n t i f i e d -- a c t u a l l y , l e t me back up 

7 r e a l quick. 

8 A l l the i n t e r e s t s you're seeking t o pool 

9 today, are they mineral i n t e r e s t s ; i s t h a t correct? 

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

11 Q. So a l l of the working i n t e r e s t owners have 

12 committed t o the w e l l ; i s t h a t c o rrect? 

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

14 Q. And those working i n t e r e s t owners are 

15 i d e n t i f i e d i n E x h i b i t 1; i s t h a t r i g h t ? 

16 A. Correct. 

17 Q. Mr. Dirks, can you please t u r n t o the next 

18 e x h i b i t , Number 3? And i d e n t i f y f o r the Examiners what 

19 t h i s e x h i b i t shows. 

20 A. E x h i b i t 3, yes. There i s a l i s t of a l l the 

21 mineral owners t h a t are uncommitted t o the w e l l . 

22 Q. And can you please i d e n t i f y -- or expl a i n t o 

23 the Examiners what e f f o r t s you've made t o contact and 

24 reach an agreement w i t h each of the i n t e r e s t owners? 

25 A. Yes. Mr. Jerry Thompson, we've been i n contact 
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1 w i t h him f o r the past s i x months. We've sent him f i v e 

2 formal o f f e r s t o lease. He has not returned any m a i l . 

3 He's not returned any phone c a l l s . He has not made any 

4 attempt t o contact us. We even went so f a r t o c a l l h i s 

5 brother, who d i d grant us a lease, and ask him t o c a l l 

6 Jerry, but t h a t d i d not work e i t h e r . 

7 Dorothy R. Thompson i s the mother of C e c i l 

8 Thompson and Deborah Brown. We have sent them many 

9 o f f e r s t o lease as w e l l , but she has i n d i c a t e d by phone 

10 t h a t she w i l l lease, and she w i l l advise her two 

11 c h i l d r e n t o lease. 

12 And then Linda McQuillan i s the 

13 stepdaughter of Dorothy Thompson, and she believes t h a t 

14 she has no claim t o any i n t e r e s t . 

15 Q. So as a consequence, you're having t o force 

16 pool these i n d i v i d u a l s ; i s t h a t correct? 

17 A. Correct. 

18 Q. You've not been able t o reach agreement or they 

19 have not accepted your o f f e r f o r lease or any other 

20 o f f e r ; i s t h a t correct? 

21 A. Correct. 

22 Q. Mr. Dirks, on the next e x h i b i t i d e n t i f i e d as 

23 E x h i b i t Number 4, there are some other i n d i v i d u a l s t h a t 

24 you're seeking t o pool; i s t h a t correct? 

25 A. Correct. 
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1 Q. Can you please e x p l a i n f o r the Examiners the 

2 nature of these i n t e r e s t s and why you are seeking t o 

3 pool them? 

4 A. Yes. A l l these owners represent owners of 

5 t i t l e t h a t ' s not marketable. These are a c t u a l l y — the 

6 record t i t l e i s i n the name of these people, who are 

7 deceased. 

8 Q. And so t h a t ' s the reason you're not able --

9 even though -- i n other words, the t i t l e i s n ' t secured 

10 because the i n d i v i d u a l s have been deceased, so you're 

11 not able t o reach agreement w i t h them; i s t h a t correct? 

12 A. Correct. Correct. 

13 Q. Now, Mr. Dirks, because of the unmarketable 

14 t i t l e and the issues a r i s i n g from the unmarketable 

15 t i t l e , was an advisement published i n the newspaper 

16 advising a l l the h e i r s or devisees of those i n t e r e s t s ? 

17 A. Yes. 

18 Q. I s t h a t i d e n t i f i e d i n E x h i b i t Number 5? 

19 A. Yes. 

20 Q. Thank you, Mr. Dirks. 

21 When you sent out the proposal l e t t e r s t o 

22 these i n d i v i d u a l s , i s t h a t what's i d e n t i f i e d i n E x h i b i t 

23 Number 6? 
24 A. Yes, i t i s . 

25 Q. This i s a sample of the w e l l proposal l e t t e r 
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1 t h a t was sent out t o a l l these i n d i v i d u a l s ; i s t h a t 

2 correct? 

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

4 Q. And was an AFE also included w i t h t h a t 

5 well-proposal l e t t e r ? 

6 A. Yes, i t was. 

7 Q. And t h a t ' s on the l a s t page of E x h i b i t 6; i s 

8 t h a t r i g h t ? 

9 A. Yes, i t i s . 

10 Q. Are these costs t h a t are i d e n t i f i e d i n the AFE 

11 commensurate w i t h the costs t h a t COG has charged f o r 

12 other wells s i m i l a r l y d r i l l e d , h o r i z o n t a l w e l l s , i n the 

13 area? 

14 A. Yes. 

15 Q. Has COG made an estimate of the costs t h a t w i l l 

16 be i n c u r r e d while d r i l l i n g and while producing t h i s 

17 well? 

18 A. Yes, we have. 

19 Q. What are those costs? 

20 A. $5,450 per month d r i l l i n g , $545 per month 

21 producing. 

22 Q. And does COG request t h a t these f i g u r e s be 

23 incorporated i n any order issued from the D i v i s i o n w i t h 

24 respect t o any of the i n t e r e s t owners who do not consent 

25 or have elected t o p a r t i c i p a t e i n the well? 
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1 A. Yes-. 

2 Q. And do you request t h a t these f i g u r e s be 

3 • adjusted w i t h the COPAS accounting procedures? 

4 A. Yes. 

5 Q. Thank you, Mr. Dirks. 

6 And does COG also request t h a t the 

7 customary 200-percent r i s k charge be assessed t o a l l 

8 i n t e r e s t s t h a t do not consent t o the well? 

9 A. Yes. 

10 Q. Mr. Dirks, have you also brought a ge o l o g i s t 

11 today t o t e s t i f y about the formation of the nonstandard 

12 p r o r a t i o n u n i t ? 

13 A. Yes. 

14 Q. Did you i d e n t i f y a l l the surrounding o f f s e t t i n g 

15 40-acre t r a c t s f o r purposes of n o t i c i n g them of the 

16 formation --

17 A. Yes. 

18 Q. And, Mr. Dirks, i s there an a f f i d a v i t attached 

19 i n E x h i b i t 7 — 

20 A. Yes, there i s . 

21 Q. -- which provides t h a t we have provided such 

22 not i c e t o those i n d i v i d u a l s and t o a l l a f f e c t e d p a r t i e s ? 

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

24 Q. And f o l l o w i n g t h a t i s a l e t t e r -- a sample 

25 l e t t e r -- two sample l e t t e r s , one to the o f f s e t t i n g 
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1 owners and one t o the a f f e c t e d i n t e r e s t owners seeking 

2 t o be pooled; i s t h a t correct? 

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

4 Q. Along w i t h a l l the green cards and r e c e i p t s 

5 i n d i c a t i n g r e c e i p t of the l e t t e r s ? 

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

7 Q. Mr. Dirks, d i d you prepare or oversee the 

8 pre p a r a t i o n of E x h i b i t s 1 through 6? 

9 A. Yes. 

10 MR. RANKIN: Mr. Examiner, I would l i k e t o 

11 move i n t o the record E x h i b i t s 1 through 7. 

12 EXAMINER EZEANYIM: 1 through 7 w i l l be 

13 admitted. 

14 (COG Operating E x h i b i t Numbers 1 through 7 

15 were o f f e r e d and admitted i n t o evidence.) 

16 MR. RANKIN: I have nothing f u r t h e r of the 

17 witness, and pass the witness. 

18 EXAMINER EZEANYIM: Any questions? 

19 EXAMINER BROOKS: No questions. 

20 EXAMINER GOETZE: I have one question. 

21 CROSS-EXAMINATION 

22 BY EXAMINER GOETZE: 

23 Q. You said the Yeso Formation, so we're looking 

24 t o the Drakard, the bottom of the Yeso --

25 A. Well, t o bottom of the Yeso, c o r r e c t . 
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1- EXAMINER EZEANYIM: From the surface? 

2 THE WITNESS: From the top of the Yeso t o 

3 the bottom of the Yeso. 

4 EXAMINER EZEANYIM: From j u s t the Yeso. 

5 And the pool name i s the Penasco Draw-San 

6 Andre-Yeso? 

7 THE WITNESS: Yes, s i r . That's c o r r e c t . 

8 EXAMINER EZEANYIM: This w e l l i s t o be 

9 d r i l l e d , r i g h t ? 

10 THE WITNESS: I'm sorry? 

11 EXAMINER EZEANYIM: I t ' s t o be d r i l l e d ? 

12 THE WITNESS: Yes, s i r . 

13 EXAMINER EZEANYIM: And do you have the API 

14 number f o r t h i s ? 

15 THE WITNESS: I t ' s r i g h t on the f r o n t page 

16 of the e x h i b i t s . 

17 EXAMINER EZEANYIM: Oh, okay. No f u r t h e r 

18 questions. 

19 MR. RANKIN: Thank you, Mr. Examiner. I'd 

20 l i k e t o c a l l my next witness, Mr. Greg Clark. 

21 GREG CLARK, 

22 a f t e r having been p r e v i o u s l y sworn under oath, was 

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

24 

25 
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1 DIRECT EXAMINATION 

2 BY MR. RANKIN: 

3 Q. Mr. Clark, can you please s t a t e your name f o r 

4 the record, by whom you're employed and i n what 

5 capacity? 

6 A. Greg Clark, employed by Concho Resources as a 

7 g e o l o g i s t . 

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

9 Division? 

10 A. Yes, I have. 

11 Q. And have you had your c r e d e n t i a l s as an expert 

12 i n petroleum geology made a matter of record? 

13 A. Yes. 

14 Q. Are you f a m i l i a r w i t h the a p p l i c a t i o n t h a t was 

15 f i l e d ? 

16 A. Yes. 

17 Q. Have you done a study of the geology t h a t i s 

18 subject t o t h i s a p p l i c a t i o n ? 

19 A. Yes. 

20 MR. RANKIN: Mr. Examiner, I would tender 

21 Mr. Clark as an expert i n petroleum geology. 

22 EXAMINER EZEANYIM: Mr. Clark i s so 

23 q u a l i f i e d . 

24 Q. (BY MR. RANKIN) Mr. Clark, w i l l you please t u r n 

25 t o what's been marked E x h i b i t Number 8? Please i d e n t i f y 
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1 f o r the Examiners b r i e f l y what t h i s e x h i b i t d e p i c t s . 

2 A. Sure. This i s a r e g i o n a l map of the Lakewood 

3 area and surrounding producing f i e l d s , s t r u c t u r e map, on 

4 top of the Paddock. The general dip d i r e c t i o n i s from 

5 the northwest to the southeast. We're showing the 

6 s t r u c t u r a l r e l a t i o n s h i p between the e x i s t i n g f i e l d s w i t h 

7 the area i n which we want t o d r i l l the Arabian 6 Fee 

8 #6H. As you w i l l see, we are on s t r u c t u r a l s t r i k e w i t h 

9 the Dayton and Dagger Draw. 

10 This map shows t h a t there i s no major 

11 f a u l t i n g or geologic impediments t h a t would keep us 

12 separated from the analogous f i e l d s i n which we're 

13 a s s o c i a t i n g the area i n which we want t o d r i l l the 

14 Arabian 6 Fee #6H. The Paddock producers are 

15 h i g h l i g h t e d i n red, and the Blinebry producers are 

16 h i g h l i g h t e d i n blue. And a l l the e x i s t i n g h o r i z o n t a l s 

17 are bold black. And the surface l o c a t i o n i s a square, 

18 and the bottom-hole l o c a t i o n would be a c i r c l e , and our 

19 acreage i s h i g h l i g h t e d i n yellow. 

20 Q. Thank you, Mr. Clark. 

21 Turn t o the next e x h i b i t , E x h i b i t Number 9. 

22 W i l l you review f o r the Examiners what t h i s shows? 

23 A. Yes. This i s a map of the same area w i t h the 

24 s t r u c t u r e taken o f f . The main purpose of t h i s map i s to 

25 show the l i n e of sec t i o n f o r the next e x h i b i t , which 
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1 w i l l be the cross section t h a t I ' l l be t a l k i n g about. 

2 We have picked w e l l s w i t h i n these c e r t a i n f i e l d areas 

3 t h a t we f e e l are c o r r e l a t i v e and re p r e s e n t a t i v e t o the 

4 area i n which we want to d r i l l the Arabian 6 Fee #6H. 

5 Q. Thank you, Mr. Clark. 

6 And t u r n i n g t o t h a t cross section, which i s 

7 marked as E x h i b i t Number 10, can you review f o r the 

8 Examiners t h a t cross section? 

9 A. Yes. This cross s e c t i o n goes from south t o 

10 north, which i s A to A prime. I t i s f l a t t e n e d on top of 

11 the Paddock. The s t r u c t u r e has been taken out i n order 

12 t o show the s t r a t i g r a p h i c r e l a t i o n s h i p t o the analogous 

13 f i e l d areas, t o where we would l i k e t o d r i l l our Arabian 

14 6 Fee 6H. You w i l l see t h a t the Paddock i s colored i n 

15 yellow, and the Blinebry i s colored i n green. Overall 

16 general thickness and log characters are very s i m i l a r 

17 throughout the area, and we f e e l w e ' l l have the same 

18 s i m i l a r c h a r a c t e r i s t i c s where we d r i l l the Arabian 6 Fee 

19 #6H. 

20 The l a t e r a l i n t e r v a l i n which we would l i k e 

21 t o land -- or are going t o land the w e l l i s represented 

22 by the brackets on the second w e l l from the l e f t . 

23 Also, there are three w e l l s , the second and 

24 t h i r d w e l l from the l e f t and the second w e l l from the 

25 r i g h t , t h a t have been completed and produced i n the 
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1 Paddock Formation. 

2 The t h i r d w e l l from the r i g h t i s a COG 

3 v e r t i c a l w e l l t h a t we've d r i l l e d , i n which we are 

4 v e r t i c a l l y e v a l u a t i n g the Blinebry. Y o u ' l l see a perf 

5 r i g h t below the top of the Blinebry on t h a t w e l l . 

6 The w e l l on the l e f t and the w e l l on the 

7 r i g h t are deep Morrow gas producers t h a t have not been 

8 completed back to the Paddock at t h i s p o i n t . 

9 Q. Now, Mr. Clark, based on your study and 

10 analysis of the geology w i t h i n the standard p r o r a t i o n 

11 u n i t i n the area, have you drawn any conclusions 

12 regarding the a b i l i t y or the p r o p r i e t y of d r i l l i n g a 

13 h o r i z o n t a l well? 

14 A. Yeah, I have. I f e e l t h a t there are no 

15 geologic impediments t h a t would keep us from developing 

16 t h i s area w i t h f u l l - s e c t i o n h o r i z o n t a l s . I also f e e l 

17 t h a t t h i s area can be e f f i c i e n t l y and economically 

18 developed by d r i l l i n g h o r i z o n t a l w e l l s , and I f e e l t h a t 

19 t h i s p r o r a t i o n u n i t w i l l , on average, more or less 

20 c o n t r i b u t e equally t o the e n t i r e production of the w e l l . 

21 Q. And f i n a l l y , Mr. Clark, t u r n i n g t o E x h i b i t 

22 Number 11, t h i s i s a -- i s t h i s r epresentative of the 

23 wellbore pathway, and does i t i n d i c a t e t h a t the 

24 w e l l w i l l be -- completed i n t e r v a l of the wellbore w i l l 

25 be w i t h i n the required setbacks? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
4ff20c55-0840-4774-afb1-5e1b09cd292d 



Page 17 

1 A. Yes. • 

2 Q. So i t w i l l not be an unorthodox l o c a t i o n ; i s 

3 t h a t c orrect? 

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

5 Q. Mr. Clark, based on your analysis and review, 

6 i s i t your b e l i e f t h a t approval of the gra n t i n g of the 

7 COG a p p l i c a t i o n w i l l p r o t e c t c o r r e l a t i v e r i g h t s and 

8 prevent waste? 

9 A. Yes. 

10 MR. RANKIN: Mr. Examiner, I have no 

11 f u r t h e r questions, and w i t h t h a t , I would l i k e t o move 

12 the admission of COG E x h i b i t s 8 through 11. 

13 EXAMINER EZEANYIM: E x h i b i t s 8 through 11 

14 w i l l be admitted. 

15 (COG Operating E x h i b i t Numbers 8 through 11 

16 were o f f e r e d and admitted i n t o evidence.) 

17 EXAMINER EZEANYIM: Any questions? 

18 EXAMINER BROOKS: No questions. 

19 EXAMINER GOETZE: No questions. 

20 EXAMINER EZEANYIM: No questions. 

21 MR. RANKIN: With t h a t , Mr. Examiner, I 

22 have nothing f u r t h e r i n t h i s case. 

23 EXAMINER EZEANYIM: Thank you, Mr. Rankin. 

24 At t h i s p o i n t , Case Number 15023 w i l l be 

25 taken under advisement. 
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(Case Number 15023 concludes, 4:08 p.m.) 
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