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1 

(9:13 a.m.) 

2 EXAMINER GOETZE: L e t ' s go ahead w i t h Case 

3 15114, a p p l i c a t i o n o f COG O p e r a t i n g , L.L.C. f o r a 

4 nonstandard s p a c i n g and p r o r a t i o n u n i t and compulsory 

5 p o o l i n g , Lea County, New Mexico. 

6 C a l l f o r appearances. 

7 MR. FELDEWERT: May i t p l e a s e t he Examiner, 

8 M i c h a e l F e l d e w e r t , w i t h t h e Santa Fe o f f i c e o f the law 

9 f i r m o f H o l l a n d & H a r t , a p p e a r i n g on b e h a l f o f t h e 

10 A p p l i c a n t . I have two w i t n e s s e s here today. 

11 EXAMINER GOETZE: W i l l t h e wi t n e s s e s please 

12 s t a n d , i d e n t i f y y o u r s e l v e s and be sworn i n ? 

13 MR. DaGIAN: David DaGian. 

14 MR. LIERLY: J e f f L i e r l y , L-I-E-R-L-Y. 

15 EXAMINER GOETZE: Proceed. 

16 {Mr. DaGian and Mr. L i e r l y sworn.) 

17 JEFF LIERLY, 

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

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

20 DIRECT EXAMINATION 

21 BY MR. FELDEWERT: 

22 Q. Please s t a t e your name, i d e n t i f y by whom you 

23 are employed and i n what c a p a c i t y . 

24 A. J e f f L i e r l y . I'm a landman f o r COG O p e r a t i n g , 

25 LLC on t h e i r New Mexico b a s i n a s s e t . 
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1 Q. And have you been p r e v i o u s l y t e s t i f i e d before 

2 t h i s D i v i s i o n ? 

3 A. No, I have not. 

4 Q. Would you please provide t o the Examiner your 

5 educational background? 

6 A. I graduated w i t h a B.B.A. i n economics and 

7 finance from the U n i v e r s i t y of Oklahoma i n December of 

8 2006 . I'm c u r r e n t l y a graduate student at U n i v e r s i t y of 

9 Oklahoma w i t h an Executive MBA i n the energy program and 

10 a completion date of March 2015. 

11 Q. And what has been your work h i s t o r y since you 

12 graduated from the U n i v e r s i t y of Oklahoma i n 2006? 

13 A. I worked f o r Bank of Oklahoma i n t h e i r wealth 

14 management department f o r approximately 18 months before 

15 moving t o Pi t t s b u r g h , Pennsylvania t o become an 

16 independent landman. I worked as an independent landman 

17 from Ju l y 2008 u n t i l September 2010, at which p o i n t , I 

18 obtained an in-house landman p o s i t i o n w i t h Chief O i l & 

19 Gas, where I worked from September of 2 010 u n t i l August 

20 2012. From August 2012 to present, I've been employed 

21 as a landman f o r COG Operating, LLC. 

22 Q. And since 2012, have your r e s p o n s i b i l i t i e s 

2 3 included the Permian Basin? 

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

25 Q. Are you a member of any p r o f e s s i o n a l 
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2 A. I'm a member of the Northern Appalachian 

3 Landman's Association, the Permian Basin Landman's 

4 Association and the American Association of Professional 

5 Landmen. 

6 Q. And how long have you been a member of the 

7 

8 

AAPL? 

A. Four years. 

9 Q. And what about the Permian Basin? 

10 A. Since employed w i t h COG Operating, so about two 

11 years. 

12 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 ' s 

13 been f i l e d i n t h i s case? 

14 A. Yes, I am. 

15 Q. And are you f a m i l i a r w i t h the status of the 

16 lands i n the subject area? 

17 A. Yes, I am. 

18 MR. FELDEWERT: I would tender Mr. L i e r l y 

19 as an expert witness i n petroleum land matters. 

20 EXAMINER GOETZE: He i s so q u a l i f i e d . 

21 Q. (BY MR. FELDEWERT} Would you please t u r n t o 

22 what's been marked as COG E x h i b i t 1? I d e n t i f y the 

23 e x h i b i t and e x p l a i n what the company seeks under t h i s 

24 ap p l i c a t i o n ? 

25 A. What's i d e n t i f i e d i n yellow i s COG Operating ' s 
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1 acreage p o s i t i o n i n Section 17, Township 19 South, Range 

2 3 5 East. We're seeking a 16 0-acre nonstandard spacing 

3 u n i t i n the west half-west h a l f of the se c t i o n . We1 re 

4 seeking t o pool a l l mineral i n t e r e s t s i n the Bone Spring 

5 Formation i n t h a t acreage. 

6 Q. W i l l t h i s be the f i r s t h o r i z o n t a l w e l l i n 

7 Section 17? 

8 A. Yes, i t w i l l . 

9 Q. I f I t u r n t o what's been marked as COG E x h i b i t 

10 Number 2, i s t h i s the a p p l i c a t i o n f o r permit t o d r i l l , 

11 which has been f i l e d and approved by the O i l 

12 Conservation D i v i s i o n f o r your proposed well? 

13 A. Yes, i t i s . 

14 Q. And does i t then provide the Examiner w i t h the 

15 API number? 

16 A. Yes, i t does. 

17 Q. As w e l l as the pool and the pool code? 

18 A. Yes, i t does. 

19 Q. Now, t h i s p a r t i c u l a r pool i s subject t o some 

20 s p e c i a l pool r u l e s , correct? 

21 A. Yes. 

22 Q. And w i l l the completed i n t e r v a l f o r t h i s w e l l 

23 comply w i t h the D i v i s i o n setback requirements f o r t h i s 

24 pool? 

25 A. Yes, they w i l l . 
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Q. I s S e c t i o n 17 comprised o f f e e lands? 

2 A. Yes. 

3 Q. I f I t u r n t o what's been marked as COG E x h i b i t 

4 Number 3, i s t h a t a leas e t r a c t map t h a t i d e n t i f i e s t h e 

5 i n t e r e s t s i n t h i s area f i r s t by t r a c t and t h e n by 

6 s p a c i n g u n i t on t h e bottom? 

7 

8 

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

Q. And how have you i d e n t i f i e d t h e uncommitted 

9 i n t e r e s t owners on t h i s e x h i b i t ? 

10 A. They're h i g h l i g h t e d i n y e l l o w i n T r a c t 4, b e i n g 

11 t h e F i r s t N a t i o n a l Bank o f Lubbock, t h e t r u s t and then 

12 V e l t a Jean D a i g n e a u l t . 

13 Q. Have you been a b l e t o l o c a t e b o t h t h e t r u s t e e 

14 f o r t h e t r u s t r e f l e c t e d on here, as w e l l as 

15 Ms. D a i g n e a u l t ? 

16 A. Yes, we have. 

17 Q. What i s t h e s t a t u s w i t h r e f e r e n c e t o reach 

18 agreement w i t h t h e t r u s t e e o f the t r u s t r e f l e c t e d on 

19 E x h i b i t Number 3? 

20 A. That bank i s a c t u a l l y now Western Bank. And 

21 t h e y have n o t i f i e d us t h a t t h e y don't have a t r u s t 

22 department, so t h e y don't have t h e c a p a c i t y t o e n t e r 

23 i n t o an agreement w i t h us. 

24 Q. But t h e y r e c e i v e d your p r o p o s a l as the t r u s t e e 

25 o f t h e T r u s t ? 
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1 A. Yes, they d i d . 

2 Q. And what about Ms. Daigneault? 

3 A. We have sent her several proposal l e t t e r s and 

4 o f f e r s t o lease and followed up w i t h numerous phone 

5 c a l l s , but she has been unresponsive. 

6 Q. And the address t h a t you used, i s i t a good 

7 address? I mean, are you g e t t i n g a r e t u r n card? 

8 A. Yes, we are. 

9 Q. I f I t u r n t o what's been marked as COG E x h i b i t 

10 Number 4, i s t h a t a copy of a well-proposal l e t t e r t h a t 

11 was sent out t o a l l of the i n t e r e s t owners i n your 

12 proposed spacing u n i t ? 

13 A. Yes, i t i s . 

14 Q. And does i t contain an AFE? 

15 A. Yes, i t does. 

16 Q. And are the costs r e f l e c t e d on t h i s AFE 

17 consistent w i t h what the company has in c u r r e d i n 

18 d r i l l i n g s i m i l a r h o r i z o n t a l w e l l s i n the area? 

19 A. Yes, t h a t i s c o r r e c t . 

20 Q. And does t h i s l e t t e r , on the f i r s t page about 

21 halfway down, i d e n t i f y f o r the Examiner the overhead 

22 rates t h a t you seek t o be incorporated i n t o t h i s order? 

23 A. Yes, they do. 

24 Q. And what are those rates? 

25 A. 6,500 a month w h i l e d r i l l i n g and 650 a month 
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1 while producing. 

2 Q. And have these r a t e s been, l i k e w i s e , 

3 incorporated -- i s there a JOA f o r t h i s property? 

4 A. Yes, there i s . 

5 Q. And have these r a t e s been incorporated i n t o 

6 t h a t JOA? 

7 A. Yes, they were. 

8 Q. Did the company i d e n t i f y the leased mineral 

9 i n t e r e s t owners i n the 40-acre t r a c t s surrounding your 

10 proposed nonstandard spacing u n i t ? 

11 A. Yes, we d i d . 

12 Q. And d i d the company include those known leased 

13 mineral i n t e r e s t owners i n the no t i c e of t h i s hearing? 

14 A. Yes, we d i d . 

15 Q. I f I t u r n t o what's been marked as COG E x h i b i t 

16 Number 5, i s t h a t an a f f i d a v i t prepared by my o f f i c e 

17 w i t h an attached l e t t e r p r o v i d i n g n o t i c e of t h i s hearing 

18 t o the a f f e c t e d p a r t i e s ? 

19 A. Yes, i t i s . 

20 Q. Mr. L i e r l y , were E x h i b i t s 1 through 4 prepared 

21 by you or compiled under your d i r e c t i o n and supervision? 

22 A. Yes, they were. 

23 MR.•FELDEWERT: Mr. Examiner, I would move 

24 i n t o evidence COG E x h i b i t s 1 through 5, which includes 

25 my n o t i c e of a f f i d a v i t . 
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1 EXAMINER GOETZE: E x h i b i t s 1 through 5 are 

2 so admitted. 

3 (COG Operating, L.L.C. E x h i b i t Numbers 1 

4 through 5 were o f f e r e d and admitted i n t o 

5 evidence.) 

6 MR. FELDEWERT: And th a t concludes my 

7 examination of t h i s witness. 

8 CROS S-EXAMINATION 

9 BY EXAMINER GOETZE: 

10 Q. So regarding c o n t a c t i n g t h i s i n d i v i d u a l , your 

11 s t a f f d i d i t , or d i d you do i t ? 

12 A. I d i d d i r e c t l y . 

13 Q. Did you a c t u a l l y get someone, or was i t j u s t an 

14 answering machine, or --

15 A. We t r i e d three d i f f e r e n t phone numbers. Two of 

16 them had voice mails t h a t were f u l l . One of them hadn't 

17 been set up. So we t r i e d c a l l i n g on four or f i v e 

18 d i f f e r e n t occasions. 

19 Q. Very good. 

20 EXAMINER GOETZE: No other questions f o r 

21 you. 

22 MR. FELDEWERT: C a l l our next witness. 

23 DAVID DaGIAN, 

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

25 questioned and t e s t i f i e d as f o l l o w s : 
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1 DIRECT EXAMINATION 

2 BY MR. FELDEWERT: 

3 Q. Would you please s t a t e your name, i d e n t i f y by 

4 whom you are employed and i n what capacity? 

5 A. Dave DaGian. I work f o r COG Operating, L.L.C. 

6 I'm a ge o l o g i s t on the New Mexico Delaware Basin team. 

7 Q. And how long have you been a ge o l o g i s t w i t h 

8 COG? 

9 A . I guess almost two years now. 

10 Q. And, Mr. DaGian, you have p r e v i o u s l y t e s t i f i e d 

11 before t h i s D i v i s i o n as an expert witness i n petroleum 

12 geology, c o r r e c t ? 

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 ' s 

15 been f i l e d i n t h i s case? 

16 A. Yes. 

17 Q. Have you conducted a study of the lands t h a t 

18 are the subject of t h i s hearing? 

19 A. Yes. 

2 0 MR. FELDEWERT: I would retender Mr. DaGian 

21 as an expert witness i n petroleum geology. 

22 EXAMINER GOETZE: He's so q u a l i f i e d . 

23 Q. (BY MR. FELDEWERT) Mr. DaGian, i f I t u r n t o 

24 what's been marked as COG E x h i b i t Number 6, would you 

25 please i d e n t i f y t h i s e x h i b i t f o r us and e x p l a i n what i t 
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1 shows? 

2 A. Sure. This i s a 3rd Bone Spring Sand s t r u c t u r e 

3 map on the top of the 3rd Bone Spring Sand i n the Scharb 

4 Bone Spring area, Section 17, i n yellow, 19 South, 3 5 

5 East. The contour i n t e r v a l on the top of the 3rd Bone 

6 Spring i s 100 f e e t , w i t h our l o c a t i o n shown i n red. The 

7 surface-hole l o c a t i o n i n the south of the west half-west 

8 h a l f of the s e c t i o n and the bottom-hole l o c a t i o n i n the 

9 n o r t h . 

10 Q. And have you u t i l i z e d the data t h a t i s shown on 

11 here i n red f o r these wells? 

12 A. Yes, I have. Those are -- the subsea po i n t s 

13 used t o make t h i s map are i n red. 

14 Q. And what do observe w i t h respect t o the 

15 s t r u c t u r e i n t h i s area? 

16 A. That the s t r u c t u r e i s dipping t o the southwest. 

17 We see no g e o l o g i c a l impediment from preventing us from 

18 d r i l l i n g a h o r i z o n t a l w e l l and no f a u l t i n g or 

19 pinch-outs. 

20 Q. Did you create a cross s e c t i o n f o r t h i s area? 

21 A. I d i d . 

22 Q. I f I t u r n t o what's been marked as COG E x h i b i t 

23 Number 7, does t h i s i d e n t i f y the w e l l s t h a t you u t i l i z e d 

24 f o r your cross section? 

25 A. Yes, i t does. 
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And t h i s runs what, n o r t h t o south? 

2 A. A t o A prime, n o r t h t o south. 

3 Q. And the we l l s t h a t you have chosen, they're 

4 w i t h i n the s e c t i o n , correct? 

5 A. Yes . 

6 Q. And i n your opinion, are they representative of 

7 the area t h a t you seek t o develop? 

8 A. Yes . 

9 Q. I f I then t u r n t o what's been marked as COG 

10 E x h i b i t Number 8, i s t h i s the corresponding cross 

11 s e c t i o n , A t o A prime? 

12 A. Yes, i t i s . 

13 Q. Why don't you walk us through t h i s e x h i b i t , 

14 please? 

15 A. This i s a t h r e e - w e l l cross section, s t r u c t u r a l 

16 cross s e c t i o n , A t o A prime, north being A, and A prime 

17 being south, over the 3rd Bone Spring Sand t h a t shows 

18 t h a t t h i s i s -- the sand i s contiguous across our 

19 acreage The cross s e c t i o n shows the top of the 3rd 

20 Bone Spring Sand i n purple -- i t ' s TBSG and the 

21 bottom of the 3rd Bone Spring i n red as the Wolfcamp. 

22 And the w e l l i n the middle of the cross section displays 

23 our proposed l a t e r a l i n t e r v a l . 

24 Q. What conclusions have you drawn from your 

25 study? 
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1 A. That there i s no g e o l o g i c a l impediment t h a t 

2 would prevent us from d r i l l i n g a h o r i z o n t a l w e l l and 

3 t h a t we can e f f i c i e n t l y and economically develop the 

4 acreage i n t h i s area using h o r i z o n t a l w e l l s and t h a t the 

5 proposed nonstandard u n i t w i l l more or less on average 

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

7 Q. Now, there was testimony t h a t the completed 

8 i n t e r v a l f o r t h i s w e l l w i l l comply w i t h the setback 

9 requirements under the sp e c i a l pool r u l e s , correct? 

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

11 Q. And you 1 re f a m i l i a r w i t h those sp e c i a l pool 

12 rules? 

13 A. Yes. 

14 Q. I f I t u r n t o what's been marked as COG E x h i b i t 

15 Number 9, i s t h i s a diagram showing compliance w i t h the 

16 setback requirements --

17 A. Yes. 

18 Q. - - under these s p e c i a l pool rules? 

19 A. Yes, i t i s . 

20 Q. I n your opinion, w i l l the g r a n t i n g of t h i s 

21 a p p l i c a t i o n be i n the best i n t e r e s t of conservation, the 

22 prevention of waste and the p r o t e c t i o n of c o r r e l a t i v e 

'23 r i g h t s ? 

24 A. Yes. 

25 Q. Were COG E x h i b i t s 6 through 9 prepared by you 
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1 or compiled under your d i r e c t i o n and supervision? 

2 A. Yes, they were. 

3 MR. FELDEWERT: Mr. Examiner, I would move 

4 the admission of E x h i b i t s COG E x h i b i t s 6 through 9. 

5 EXAMINER GOETZE: E x h i b i t s 6 through 9 are 

6 so admitted. 

7 (COG Operating, L.L.C. E x h i b i t Numbers 6 

8 through 9 were o f f e r e d and admitted i n t o 

9 evidence.) 

10 MR. FELDEWERT: And t h a t concludes my 

11 examination of t h i s witness. 

12 EXAMINER GOETZE: Very good. 

13 CROSS-EXAMINATION 

14 BY EXAMINER GOETZE: 

15 Q. The o r i e n t a t i o n of your w e l l , north-south, 

16 represents what you f e l t i s the best u t i l i z a t i o n of the 

17 acreage there? 

18 A. Yes. We believe t h a t t o be t r u e . 

19 Q. And east-west would not provide any more 

2 0 advantageous completion? 

21 A. We be l i e v e , through our study of t h i s area, 

22 t h a t north-south i s the p r e f e r r e d o r i e n t a t i o n f o r our 

23 w e l l . 

24 Q. And we have no o ther p o r t i o n o f the Bone Spring 

25 being p roduc t ive i n t h i s , t o your knowledge? 
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1 A. Our primary t a r g e t here i s the 3rd Bone Spring. 

2 And t h a t ' s not t o say t h a t the other Bone Spring Sands 

3 aren't perspective, but our primary t a r g e t w i l l be the 

4 3rd t o s t a r t w i t h . 

5 Q. So you are going t o o b t a i n i n f o r m a t i o n 

6 regarding the e n t i r e Bone Spring as f a r as when you're 

7 d r i l l i n g ? 

8 A. We'11 d r i l l through the upper zones as w e l l . 

9 Q. The only reason why I'm asking t h a t i s th a t 

10 we've had several a p p l i c a t i o n s f o r s a l t w a t e r disposal 

11 w e l l s i n t h i s area i n the Bone Spring. So your p o s i t i o n 

12 there makes a de c i s i o n regarding t h a t much d i f f e r e n t 

13 now. So t h a t ' s why I have those questions. 

14 EXAMINER GOETZE: No f u r t h e r questions f o r 

15 t h i s witness. 

16 MR. FELDEWERT: Thank you, Mr. Examiner. 

17 THE WITNESS: Thank you. 

18 MR. FELDEWERT: That concludes our 

19 p r e s e n t a t i o n . 

20 EXAMINER GOETZE: Case 15114 w i l l be taken 

21 under advisement. 

22 And l e t ' s take a ten-minute break. 

23 (Case Number 15114 concludes, 9:28 a.m.) 

24 

25 
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1 {9:40 a.m.) 

2 EXAMINER GOETZE: So we are back on t h e 

3 r e c o r d a g a i n , and we w i l l c o n t i n u e w i t h t h e next case, 

4 Case 15115, a p p l i c a t i o n o f COG O p e r a t i n g , L.L.C. f o r a 

5 nonstandard s p a c i n g and p r o r a t i o n u n i t and compulsory 

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

7 C a l l f o r appearances. 

8 MR. FELDEWERT: Mr. Examiner, Mic h a e l 

9 F e l d e w e r t , w i t h t h e Santa Fe o f f i c e o f H o l l a n d & H a r t , 

10 a p p e a r i n g on b e h a l f o f t h e A p p l i c a n t . I have two 

11 w i t n e s s e s here today. 

12 EXAMINER GOETZE: W i l l t h e w i t n e s s e s please 

13 s t a n d and i d e n t i f y y o u r s e l v e s f o r t h e c o u r t r e p o r t e r , 

14 and she w i l l swear you i n ? 

15 MR. CLARK: Greg C l a r k . 

16 MR. DIRKS: S t u a r t D i r k s . 

17 (Mr. D i r k s and Mr. C l a r k sworn.) 

18 MR. FELDEWERT: C a l l our f i r s t w i t n e s s . 

19 STUART DIRKS, 

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

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

22 DIRECT EXAMINATION 

23 BY MR. FELDEWERT: 

24 Q. Would you pl e a s e s t a t e f o r the r e c o r d your 

25 name, i d e n t i f y by whom you're employed and i n what 
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1 c a p a c i t y ? 

2 A. My name i s S t u a r t D i r k s . I work f o r Concho 

3 Resources as a p e t r o l e u m landman. 

4 Q. And, Mr. D i r k s , you have p r e v i o u s l y t e s t i f i e d 

5 b e f o r e t h i s D i v i s i o n on a number o f occas i o n s as an 

6 e x p e r t i n p e t r o l e u m l a n d m a t t e r s , c o r r e c t ? 

7 A. Yes, I have. 

8 Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n f i l e d i n 

9 t h i s case? 

10 A. Yes, I am. 

11 Q. And are you f a m i l i a r w i t h t h e s t a t u s o f t h e 

12 lands o f t h e subj e c t area? 

13 A. Yes, I am. 

14 MR. FELDEWERT: I would r e - t e n d e r Mr. D i r k s 

15 as an e x p e r t w i t n e s s i n p e t r o l e u m l a n d m a t t e r s . 

16 EXAMINER GOETZE: So q u a l i f i e d . 

17 Q. (BY MR. FELDEWERT) Would you t u r n t o what's 

18 been marked as COG E x h i b i t Number 1? F i r s t i d e n t i f y 

19 what t h i s e x h i b i t shows and then e x p l a i n t o t h e Examiner 

20 what the company seeks under t h i s a p p l i c a t i o n . 

21 A. Th i s i s a p l a t c e n t e r e d on S e c t i o n 9, Township 

22 19 South, Range 26 East i n Eddy County. COG'S acreage 

23 p o s i t i o n i n S e c t i o n 9 i s h i g h l i g h t e d i n y e l l o w . 

24 V e r t i c a l w e l l s are r e p r e s e n t e d w i t h t he d o t s . The 

25 h o r i z o n t a l w e l l s are r e p r e s e n t e d w i t h t he b l a c k l i n e s . 
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The red l i n e shows the l o c a t i o n of our proposed 

2 Stonewall 9 Fee #2H w e l l , the box showing the surface 

3 l o c a t i o n and the c i r c l e showing the proposed bottom-hole 

4 l o c a t i o n . 

5 We seek the c r e a t i o n of a 160-acre 

6 nonstandard spacing and p r o r a t i o n u n i t composing the 

7 

8 

east h a l f of the west h a l f of Section 9, 19 South, 26 

East. We'll be d r i l l i n g from the Stonewall 9 Fee #2H 

9 w e l l . We seek the po o l i n g of c e r t a i n mineral i n t e r e s t s 

10 w i t h i n the Yeso Formation w i t h i n our proposed 

11 nonstandard u n i t , and we ask t h a t COG Operating, L.L.C. 

12 be named operator. 

13 Q. Mr. Dirks, has the D i v i s i o n r e c e n t l y approved 

14 s i m i l a r - - or issued s i m i l a r p ooling orders f o r Section 

15 9? 

16 A. Yes, they have. 

17 Q. I f I look t o the w e l l t o the west on t h i s 

18 p a r t i c u l a r e x h i b i t , i n the west h a l f of the west h a l f , 

19 which w e l l i s that? 

20 A. That i s the Stonewall 9 Fee #1H. 

21 Q. And t h a t has been approved by the Division? 

22 A. Yes, i t has. 

23 Q. I t ' s a c t u a l l y been d r i l l e d ? 

24 A. Yes, i t has. 

25 Q. Same w i t h respect t o the w e l l t o the east? 

PAUL BACA PROFESSIONAL COURT REPORTERS 
3f61f7c2-7cf5-4271-8f3d-6446855f33c6 



1 A. 
Page 6 

Correct. 

2 Q. And t h a t has a c t u a l l y been d r i l l e d , correct? 

3 A. Yes, i t has. That i s the Stonewall 9 Fee #3H. 

4 Q- I f I then t u r n t o what's been marked as COG 

5 E x h i b i t Number 2, i s t h i s the a p p l i c a t i o n f o r permit t o 

6 d r i l l t h a t has been f i l e d AND approved by the D i v i s i o n 

7 f o r your Stonewall 2H well? 

8 A. Yes, i t i s . 

9 Q. And provides the API number f o r t h i s well? 

10 A. Yes, i t does. 

11 Q. I t i d e n t i f i e s the pool and the pool code; does 

12 i t not? 

13 A. Yes, i t does. 

14 Q. And as w i t h your other w e l l s i n t h i s area, w i l l 

15 the completed i n t e r v a l comply w i t h the D i v i s i o n setback 

16 requirements? 

17 A. Yes, i t w i l l . 

18 Q- I s Section 9 a l l fee lands? 

19 A. Yes, i t i s . 

20 Q- I f I t u r n t o what's been marked as COG E x h i b i t 

21 Number 3, i s t h a t a lease t r a c t map th a t i d e n t i f i e s the 

22 owners i n your proposed spacing u n i t , f i r s t by t r a c t , 

23 and then on the second page, towards the bottom, t h e i r 

24 consolidated i n t e r e s t i n the spacing u n i t ? 

25 A. Yes, i t i s . 
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1 Q. How have you i d e n t i f i e d on t h i s e x h i b i t the 

2 p a r t i e s t h a t you seek to pool? 

3 A. By bold l e t t e r i n g and by the i t a l i c i z e d 

4 l e t t e r i n g . 

5 Q. On the second page? 

6 A. Yes. 

7 Q. Now, i t looks l i k e you have bolded a number of 

8 h e i r s and devisees, f i v e d i f f e r e n t groups? 

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

10 Q. What e f f o r t s d i d the company undertake t o 

11 locate and lease the p o t e n t i a l h e i r s of these mineral 

12 estates? 

13 A. I d i d an extensive search of the records 

14 loo k i n g f o r any clues of anybody w i t h the same name that 

15 we could contact t h a t might be r e l a t e d or any addresses 

16 out of s t a t e where we could look at t h a t county t o f i n d 

17 i f any probate had been f i l e d i n t h a t county. 

18 Q. And have you located and found some of the 

19 heirs? 

20 A. We have located everybody whom we believe t o be 

21 an h e i r , yes. 

22 Q. And have you been able t o lease those 

23 i n d i v i d u a l s ? 

24 A. They are a l l leased, yes. 

25 Q. Are there t i t l e notices associated w i t h these 
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f i v e estates? 

2 A. Yes, there are. 

3 Q. Is t h a t why the company seeks to pool them at 

4 t h i s point? 

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

6 Q - Now, was n o t i c e of t h i s hearing provided i n a 

7 l o c a l newspaper d i r e c t e d at these estates? 

8 A. Yes . 

9 Q - Was i t published i n time f o r t h i s p a r t i c u l a r 

10 hearing? 

11 A. No, i t was not. 

12 Q. So i s there a need t o , i n t h i s case, continue 

13 the matter f o r two weeks to allow t h a t Notice of 

14 P u b l i c a t i o n t o meet the t i m e l i n e s t h a t apply under the 

15 D i v i s i o n s rules? 

16 A. Yes, there i s . 

17 Q. Now, the remaining p a r t y on here i s OXY Y - l , 

18 correct? 

19 A. Correct. 

20 Q. What i s the status w i t h respect t o that? 

21 A. They have elected t o p a r t i c i p a t e i n the w e l l 

22 and have signed and returned our AFE, but they w i l l not 

23 sign our operating agreement. 

24 Q - So you have no governing agreement? 

25 A. That 1s c o r r e c t . 
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Q. I f I t u r n t o what's been marked as COG E x h i b i t 

2 Number 4, i s t h a t the well-proposal l e t t e r t h a t was sent 

3 to OXY Y - l , as w e l l as a l l of the other i n t e r e s t owners 

4 i n the spacing u n i t ? 

5 A. Yes. 

6 Q. And does i t contain an AFE? 

7 

8 

A. Yes. 

Q. And are the costs r e f l e c t e d on t h i s AFE 

9 consistent what what the company has in c u r r e d f o r 

10 d r i l l i n g s i m i l a r h o r i z o n t a l w e l l s i n t h i s section? 

11 A. Yes. 

12 Q. I f I look about halfway down on the f i r s t page 

13 of E x h i b i t Number 4, does i t i d e n t i f y the overhead rates 

14 t h a t the company seeks under t h i s a p p l i c a t i o n ? 

15 A. Halfway down? I t should. 

16 Q. F i r s t page of E x h i b i t 4, the well-proposal 

17 l e t t e r . 

18 A. Oh, the f i r s t page. I'm sorry. Yes. Yes, i t 

19 does. I'm sorry. 

20 Q. Which of the rates on there does the company 

21 seek t o incorporate i n t o t h i s order? 

22 A. The second one l i s t e d f o r h o r i z o n t a l w e l l s , 

23 $5,450 per month d r i l l i n g , $545 per month producing. 

24 Q. And are these overhead rates consistent w i t h 

25 the JOA f o r t h i s area? 
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1 A. Yes, i t i s . 

2 Q. Did the company i n d i c a t e the e f f o r t t o locate 

3 the leased mineral i n t e r e s t owners i n the 40-acre t r a c t 

4 surrounding the proposed nonstandard spacing u n i t ? 

5 A. Yes. 

6 Q. And d i d the company include these known leased 

7 mineral i n t e r e s t owners i n the n o t i c e of t h i s hearing? 

8 A. Yes. 

9 Q. I f I t u r n t o what's been marked as COG E x h i b i t 

10 Number 5, i s t h a t an a f f i d a v i t prepared by my o f f i c e 

11 w i t h the attached l e t t e r s p r o v i d i n g n o t i c e of the 

12 hearing of those a f f e c t e d p a r t i e s ? 

13 A. Yes, i t i s . 

14 Q. Mr. Dirks, were E x h i b i t s 1 through 4 prepared 

15 by you or compiled under your d i r e c t i o n and supervision? 

16 A. Yes, they were. 

17 MR. FELDEWERT: At t h i s p o i n t , 

18 Mr. Examiner, I'd move admission i n t o evidence of COG 

19 E x h i b i t s 1 through 5, which includes my a f f i d a v i t . 

20 EXAMINER GOETZE: E x h i b i t s 1 through 5 are 

21 admitted. 

22 (COG Operating, L.L.C. E x h i b i t Numbers 1 

23 through 5 were o f f e r e d and admitted i n t o 

24 evidence.) 
25 MR. FELDEWERT: That concludes my 
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1 examination of t h i s witness. 

2 BY EXAMINER GOETZE: So the only 

3 outstanding issue we have i s A f f i d a v i t of Publication? 

4 THE WITNESS: Yes, s i r . 

5 EXAMINER GOETZE: So we w i l l look f o r t h a t . 

6 Otherwise, I have no questions f o r you, 

7 s i r . Thank you. 

8 THE WITNESS: Thank you. 

9 MR. FELDEWERT: Mr. Examiner, w i t h your 

10 permission, I 'd c a l l the next witness. 

11 EXAMINER GOETZE: Very good. 

12 GREG CLARK, 

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

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

15 DIRECT EXAMINATION 

16 BY MR. FELDEWERT: 

17 Q. Would you please s t a t e your name, i d e n t i f y by 

18 whom you're employed and i n what capacity? 

19 A. Greg Clark, Concho, as a petroleum g e o l o g i s t . 

20 Q. Mr. Clark, you have l i k e w i s e p r e v i o u s l y 

21 t e s t i f i e d before t h i s D i v i s i o n on numerous occasions, 

22 correct? 

23 A. Yes, I have. 

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

25 petroleum geology been accepted and made a matter of 
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1 p u b l i c record? 

2 A. Yes. 

3 Q. Are you f a m i l i a r w i t h t h i s a p p l i c a t i o n ? 

4 A. Yes, I am. 

5 Q. And have you conducted a geologic study of the 

6 areas -- the lands t h a t are the subj ect of t h i s 

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

8 A. Yes, I have. 

9 MR. FELDEWERT: Mr. Examiner, I would 

10 re-tender Mr. Clark as an expert witness i n petroleum 

11 geology. 

12 EXAMINER GOETZE: He i s so q u a l i f i e d , and 

13 also as a very good Paddock producer expert. 

14 MR. FELDEWERT: I'm going t o add that t o my 

15 questioning. 

16 EXAMINER GOETZE: (Laughter.) 

17 Q. (BY MR. FELDEWERT) Mr. Clark, would you t u r n t o 

18 what's marked been as COG E x h i b i t Number 6? F i r s t 

19 i d e n t i f y i t and then e x p l a i n what i t shows. 

20 A. Yes. This i s a r e g i o n a l s t r u c t u r e map on top 

21 of the Paddock showing the various o f f s e t f i e l d s i n 

22 blue. I t also represents our -- our acreage i s 

23 represented i n yellow i n Section 9, and i t also shows 

24 the w e l l and o r i e n t a t i o n i n which we propose to d r i l l 

25 the Stonewall 9 Fee #3H. 
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1 You'11 see t h a t we have a r e g i o n a l d r i p 

2 t h a t goes from the northwest t o the southeast basinward, 

3 and the contour i n t e r v a l i s 25 f e e t , w i t h every 2 50 f e e t 

4 bolded. You can also see th a t there are i d e n t i f i e d 

5 producers i n the Paddock and Blinebry, w i t h the Paddock 

6 w e l l s represented i n red and the Bl i n e b r y w e l l s 

7 represented i n blue. 

8 The purpose of t h i s map i s to show t h a t 

9 there are no r e g i o n a l or l o c a l geologic impediments t h a t 

10 would keep us from d r i l l i n g and developing the Stonewall 

11 9 Fee #3H as a f u l l - s e c t i o n h o r i z o n t a l w e l l . 

12 Q. Did you create a cross s e c t i o n f o r t h i s 

13 section? 

14 A. Yes, I d i d . 

15 Q. Turn t o what's been marked as COG E x h i b i t 

16 Number 7. Does t h a t i d e n t i f y the wells t h a t you have 

17 u t i l i z e d f o r your cross section? 

18 A. Yes, i t does. 

19 Q. And have you r e f i n e d your cross - sect i o n 

20 a n a l y s i s , Mr. Clark? 

21 A. Yes, I have. Previously - - at previous 

22 hearings, we would show a cross s e c t i o n t h a t showed a 

23 more r e g i o n a l r e l a t i o n s h i p i n terms of the s t r a t i g r a p h y 

24 and the rock c h a r a c t e r i s t i c s t h a t extend from Cemetery 

25 and zigzag t o Dayton l i k e a l i g h t n i n g rod, and we have 
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1 since decided t o shorten t h a t cross-section i n t e r v a l t o 

2 focus more l o c a l l y , since we have proven up the area t o 

3 be productive. 

4 Q. With respect t o t h i s p a r t i c u l a r cross section, 

5 you have a c t u a l l y been able t o u t i l i z e a p i l o t hole i n 

6 Section 9, correct? 

7 A. That i s c o r r e c t . 

8 Q. And i n your opinion, are the we l l s t h a t you 

9 have r e f i n e d here r e p r e s e n t a t i v e of the area of 

10 i n t e r e s t ? 

11 A. Yes, they are. 

12 Q. I f I then t u r n t o what's been marked as COG 

13 E x h i b i t Number 8, i s t h i s the corresponding 

14 s t r a t i g r a p h i c cross s e c t i o n A to A prime? 

15 A. Yes, i t i s . 

16 Q. Would you please walk us through t h i s e x h i b i t ? 

17 A. I sure w i l l . Again, t h i s i s a s t r a t i g r a p h i c 

18 cross s e c t i o n . The s t r u c t u r a l component has been taken 

19 out i n order t o focus on the s i m i l a r i t i e s and the 

20 s t r a t i g r a p h y and the l o t c h a r a c t e r i s t i c s . So y o u ' l l see 

21 the w e l l t o the l e f t , which i s the p i l o t hole f o r the 

22 Stonewall 9 Fee #1H, th a t we d r i l l e d , and then also the 

23 p i l o t hole f o r the Lee 3 Fee #6H i n which we d r i l l e d the 

24 h o r i z o n t a l w e l l , and then a w e l l t o the south pa r t of 

25 the Dayton f i e l d t h a t shows the produced i n t e r v a l i n the 
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1 Paddock t h a t i s represented by the red polygon i n the 

2 middle of the depth t r a c k . 

3 So i f you look at t h i s , y o u ' l l see the 

4 G l o r i e t a . The top of the G l o r i e t a i s i n yellow. The 

5 top of the Paddock i s i n red, and then the Blinebry, 

6 which i s the base of the Paddock i n t e r v a l , i s i n blue. 

7 You'11 see no major t h i c k e n i n g or t h i n n i n g throughout 

8 the s t r a t i g r a p h i c i n t e r v a l i n t h i s l o c a l i z e d area. And 

9 i f you look at the p o r o s i t y curves, which are on the 

10 r i g h t of the depth t r a c k and the gamma rays, you 111 see 

11 t h a t the rock c h a r a c t e r i s t i c s are very s i m i l a r . 

12 Q. What conclusions have you drawn, Mr. Clark? 

13 A. I've concluded t h a t t h i s area can be 

14 e f f i c i e n t l y and economically developed using 

15 f u l l - s e c t i o n h o r i z o n t a l s , t h a t there are no geologic 

16 impediments s t r u c t u r a l l y or s t r a t o g r a p h i c a l l y t h a t would 

17 keep us from developing these w e l l s using f u l l - s ection 

18 h o r i z o n t a l s and t h a t the e n t i r e producing i n t e r v a l w i l l 

19 c o n t r i b u t e more or less on average t o the t o t a l 

20 production of the w e l l . 

21 Q. And w i l l t h i s p a r t i c u l a r w e l l comply w i t h the 

22 D i v i s i o n ' s setback requirements? 

23 A. Yes, i t w i l l . 

24 Q. And i f I t u r n to what ' s been marked as COG 

2 5 E x h i b i t Number 9, i s t h i s a diagram showing compliance 
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2 A. Yes, i t i s . 

3 Q. I n your opinion, w i l l the g r a n t i n g of t h i s 

4 a p p l i c a t i o n be i n the best i n t e r e s t of conservation, the 

5 prevention of waste and the p r o t e c t i o n of c o r r e l a t i v e 

6 r i g h t s ? 

7 

8 

A. Yes, i t w i l l . 

Q. Mr. Clark, were COG E x h i b i t s 6 through 9 

9 prepared by you or compiled under your d i r e c t i o n and 

10 supervision? 

11 A. Yes, they were. 

12 MR. FELDEWERT: Mr. Examiner, I'd move the 

13 admission i n t o evidence of COG E x h i b i t s 6 through 9. 

14 EXAMINER GOETZE: E x h i b i t s 6 through 9 are 

15 so added. 

16 (Alamo Permian Resources, LLC E x h i b i t 

17 Numbers 6 through 9 were o f f e r e d and 

18 admitted i n t o evidence.) 

19 MR. FELDEWERT: And t h a t concludes my 

20 examination of t h i s witness. 

21 CROS S-EXAMINATION 

22 BY EXAMINER GOETZE: 

23 Q. One question f o r you, Mr. Clark. 

24 A. Sure. 

25 Q. With regard t o your two other Stonewalls, how 
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1 has the production been on those? 

2 A. The production i s s t i l l very -- you know, very 

3 soon. We don't have a l o t of production on i t , but i t ' s 

4 meeting -- i t ' s meeting our economic and production 

5 models at the time, both of them. 

6 Q. So no surprises? 

7 A. No sur p r i s e s , no, s i r . 

8 Q. Very good. 

9 EXAMINER GOETZE: I have no f u r t h e r 

10 questions f o r t h i s witness. 

11 MR. FELDEWERT: Mr. Examiner, t h a t 

12 concludes our presenta t i o n , and I'd ask t h a t the matter 

13 now be continued f o r two weeks t o allow the submission 

14 at t h a t time of the Notice of A f f i d a v i t f o r the l o c a l 

15 newspaper d i r e c t e d at the f i v e estates. 

16 EXAMINER GOETZE: At your request, we w i l l 

17 t h i s t o the May 15th hearing, and we'11 wait f o r 

18 a f f i d a v i t at t h a t time. Thank you. 

19 (Case Number 15115 concludes, 9:55 a.m.) 

20 
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