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1 (9:40 a.m.) 

2 EXAMINER GOETZE: So we are back on the 

3 r e c o r d again, and we w i l l continue w i t h the next case, 

4 Case 15115, a p p l i c a t i o n of COG Operating, L.L.C. f o r a 

5 nonstandard spacing 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, Michael 

9 Feldewert, w i t h the Santa Fe o f f i c e of Holland & Hart, 

10 appearing on behalf of the A p p l i c a n t . I have two 

11 witnesses here today. 

12 EXAMINER GOETZE: W i l l t h e witnesses please 

13 stand and i d e n t i f y yourselves f o r the co u r t r e p o r t e r , 

14 and she w i l l swear you in? 

15 MR. CLARK: Greg Clark. 

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

17 (Mr. Di r k s and Mr. Clark sworn.) 

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

19 STUART DIRKS, 

20 a f t e r having been f i r s t d u l y sworn under oath, was 

21 questioned 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 please 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 apacity? 

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 petroleum 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 before t h i s D i v i s i o n on a number of occasions as an 

6 expert i n petroleum l a n d matters, 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 the 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 the s t a t u s of the 

12 lands of the subject area? 

13 A. Yes, I am. 

14 MR. FELDEWERT: I would re-tender Mr. Dirks 

15 as an expert witness i n petroleum land matters. 

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 the Examiner 

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

21 A. T h i s i s a p l a t centered on Section 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 Section 9 i s h i g h l i g h t e d i n ye l l o w . 

24 V e r t i c a l w e l l s are represented w i t h the dots. The 

25 h o r i z o n t a l w e l l s are represented w i t h the black l i n e s . 
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1 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 east h a l f of the west h a l f of Section 9, 19 South, 26 

8 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 p o o l i n g of c e r t a i n m i neral 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 ope r a t o r . 

13 Q. Mr. D i r k s , 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 o o l i n g 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 t h a t ? 

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

21 Q. And t h a t has been approved by the D i v i s i o n ? 

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? 
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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 , c o r r e c t ? 

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 w e l l ? 

8 A. Yes, i t i s . 

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

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 t h 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 c o n s o l i d a t e d 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 t o pool? 

3 A. By bol d 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 l o c a t e and lease the p o t e n t i a l h e i r s of these m i n e r a l 

12 estates? 

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

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

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 a t 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 l o c a t e d and found some of the 

19 h e i r s ? 

20 A. We have l o c a t e d everybody whom we b e l i e v e 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 t h e r e t i t l e n o t i c e s a s soc ia ted w i t h these 
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f i v e estates? 

2 A. Yes, t h e r e are. 

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

4 t h i s p o i n t ? 

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 p r o v i d e d 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 p u b l i s h e d 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 t h e r e a need t o , i n t h i s case, continue 

13 the matter f o r two weeks t o al l o w 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 r u l e s ? 

16 A. Yes, t h e r e i s . 

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

18 c o r r e c t ? 

19 A. Correct. 

20 Q. What i s the s t a t u s w i t h respect t o t h a t ? 

21 A. They have e l e c t e d 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 r e t u r n e d our AFE, but they w i l l not 

23 s i g n our o p e r a t i n g agreement. 

24 Q. So you have no governing agreement? 

25 A. That 1s c o r r e c t . 
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1 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 w e l l - p r o p o s a l l e t t e r t h a t was sent 

3 t o 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 c o n t a i n an AFE? 

7 A. Yes. 

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

9 c o n s i s t e n t what what the company has i n 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 r a t e s 

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 we11-proposal 

17 l e t t e r . 

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

19 does. I'm s o r r y . 

20 Q. Which of the r a t e s on the r e does the company 

21 seek t o i n c o r p o r a t e 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 r a t e s c o n s i s t e n t 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 l o c a t e 

3 the leased m i n e r a l i n t e r e s t owners i n the 4 0-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 i n c l u d e these known leased 

7 m i n e r a l 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. M r . D i r k s , 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 i n c l u d e s 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 w i tness. 

2 BY EXAMINER GOETZE: So the only 

3 o u t s t a n d i n g issue we have i s A f f i d a v i t of P u b l i c a t i o n ? 

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 c o r r e c t ? 

23 A. Yes, I have. 

2 4 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 subject 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 t h a t t o my 

15 q u e s t i o n i n g . 

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 v a r i o u s 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 als o shows 

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

25 the Stonewall 9 Fee #3H. 
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1 Y o u ' l l 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'250 f e e t 

4 bolded. You can also see t h a t t h e r e are i d e n t i f i e d 

5 producers i n the Paddock and B l i n e b r y , w i t h the Paddock 

6 w e l l s represented i n r e d and the B l 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 t o show t h a t 

9 t h e r e are no 'regional or l o c a l g e o l o g ic 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 cr e a t e 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 w e l l s 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 c r o s s - s e c t i o n 

2 0 a n a l y s i s , Mr. Clark? 

21 A. Yes, I have. P r e v i o u s l y — a t 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 c r o s s - s e c t i o n 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 p r o d u c t i v e . 

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

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, c o r r e c t ? 

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

8 Q. And i n your o p i n i o n , are the w e 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 t o 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, t h a t we d r i l l e d , and then a l s o 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 p a 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 a t t h i s , you'11 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 ye l l o w . The 

5 top of the Paddock i s i n red, and then the B l i n e b r y , 

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

7 Y o u ' l l 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 a t 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, y o u ' l l 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 t h e r e 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 e c t i o n 

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 les s on average t o the t o t a l 

20 p r o d u c t i o n 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 t o wha t ' s been marked as COG 

25 E x h i b i t Number 9, i s t h i s a diagram showing compliance 
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w i t h the D i v i s i o n 1 s setback requirements? 

2 A. Yes, i t i s . 

3 Q. I n your o p i n i o n , w i l l t h e 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 p r e v e n t i o n 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 s u p e r v i s i o n ? 

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 w i t n e s s . 

21 CROSS-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 p r o d u c t i o n been on those? 

2 A. The p r o d u c t i o n i s s t i l l very — you know, very 

3 soon. We don 1 1 have a l o t of p r o d u c t i o n on i t , but i t 1 s 

4 meeting — i t ' s meeting our economic and p r o d u c t i o n 

5 models at the time, both of them. 

6 Q. So no sur p r i s e s ? 

7 A. No s u r 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 p r e s e n t a 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 a l l o w the submission 

14 at t h a t time o f 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 a t the f i v e e s t a t e s . 

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

17 t h i s t o the May 15th hearing, and w e ' l l w a i t f o r 

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

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

20 

21 
f €o h«f©Dy certify iha! fhe foregomg fs 

oo c eom-Seie recast of the orocecdinas in 

the Examiner h«crinq of Case NcJ5/(tt_ . 

2 3 - J w * n ^ b y me on ffmfel Z P I T „ _ J 
2 4 i?^ j£NT7 Examiner 

Olj Conservation Di«sio« 
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