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1 (8:51 a.m.) 

2 EXAMINER GOETZE: Next, Case 15245, 

3 a p p l i c a t i o n of MRC Permian Company f o r compulsory 

4 pooling and approval of an unorthodox gas w e l l l o c a t i o n , 

5 Eddy County, New Mexico. 

6 C a l l f o r appearances. 

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

8 Santa Fe representing the Applicant, i n association w i t h 

9 Dana Arnold, in-house counsel f o r MRC Permian. 

10 I have two witnesses, one of whom i s the 

11 engineer t h a t we previously q u a l i f i e d , but I have a new 

12 land witness. 

13 EXAMINER GOETZE: I d e n t i f y y o u r s e l f t o the 

14 court r e p o r t e r and be sworn i n . 

15 MR. CARLTON: Chris Carleton, landman f o r 

16 Matador Resources. 

17 (Mr. Carleton sworn, and Mr. Williamson 

18 previously sworn.) 

19 EXAMINER GOETZE: Before you s t a r t , 

20 Mr. Bruce, any other appearances i n t h i s case? 

21 Very w e l l . Mr. Bruce, continue. 

22 CHRIS CARLETON, 

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

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

25 
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1 DIRECT EXAMINATION 

2 BY MR. BRUCE: 

3 Q. Mr. Carleton, where do you reside? 

4 A. Piano, Texas. 

5 Q. And who do you work f o r and i n what capacity? 

6 A. Matador Resources Company as a landman. 

7 Q. Have you pr e v i o u s l y t e s t i f i e d before the 

8 Division? 

9 A. No. 

10 Q. Can you please summarize your educational and 

11 employment background f o r the Examiners? 

12 A. I received a bachelor's degree i n business 

13 a d m i n i s t r a t i o n from Texas Tech U n i v e r s i t y i n 2014 i n the 

14 Energy Commerce Program at the business school, which i s 

15 t h e i r landman program. 

16 I d i d a summer i n t e r n s h i p w i t h Matador 

17 Resources Company i n 2 013 and a winter i n t e r n s h i p w i t h 

18 Matador Resources Company i n 2013/2014, and 1 1ve been a 

19 f u l l - t i m e landman i n the Permian Basin f o r Matador 

20 Resources Company since June 2014. 

21 Q. Does your area of r e s p o n s i b i l i t y w i t h Matador 

22 include t h i s p o r t i o n of southeast New Mexico? 

23 A. Yes. 

24 Q. And are you f a m i l i a r w i t h t he l a n d m a t t e r s 

25 i n v o l v e d i n t h i s case? 
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1 A. Yes. 

2 MR. BRUCE: Mr. Examiners, since 

3 Mr. Carleton doesn't have, you know, as much experience 

4 as Mr. F i l b e r t does, I don't t h i n k I ' l l q u a l i f y him as 

5 an expert i n t h i s hearing concerning the f a c t s of the 

6 case. 

7 EXAMINER GOETZE: So we're going t o have 

8 him as a f a c t u a l witness and not an expert witness? 

9 MR. BRUCE: Yes. 

10 EXAMINER GOETZE: Then we w i l l so q u a l i f y 

11 you as a f a c t u a l witness t o provide the i n f o r m a t i o n 

12 regarding land matters f o r t h i s case. 

13 Q. (BY MR. BRUCE) Would you i d e n t i f y E x h i b i t 1 f o r 

14 the Examiners, Mr. Carleton? 

15 A. E x h i b i t 1 i s an a e r i a l photo which shows 

16 Section 12 of Township 23 South, Range 27 East. Matador 

17 Resources Company seeks an order pooling a l l i n t e r e s t s 

18 i n the Wolfcamp Formation and a standard 320-well u n i t 

19 comprised of the south h a l f of Section 12 and approving 

20 an unorthodox gas w e l l l o c a t i o n . 

21 Q. And could you i d e n t i f y E x h i b i t 2 f o r the 

22 Examiner? I d e n t i f y the w e l l and give the beginning and 

23 end of the producing i n t e r v a l s ? 

24 A. E x h i b i t 2 i s a C-102 f o r the w e l l . I t i s a Tom 

25 Walters 12-23 South-27 East RB Well #203H h o r i z o n t a l 
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1 w e l l . The f i r s t producing i n t e r v a l w i l l be unorthodox 

2 w i t h a pe n e t r a t i o n p o i n t of 2,262 f e e t from the south 

3 l i n e and 330 fee t from the west l i n e . The l a s t 

4 p e r f o r a t i o n p o i n t w i l l be 2,263 f e e t from the south l i n e 

5 and 330 fee t from the east l i n e of Section 12. 

6 Q. And t h a t l o c a t i o n i s unorthodox because the 

7 normal setbacks are 660 f e e t , correct? 

8 A. Correct. 

9 Q. And w i l l the t e c h n i c a l witness discuss the 

10 reasons f o r the unorthodox l o c a t i o n ? 

11 A. Yes. 

12 Q. And what i s E x h i b i t 3, Mr. Carleton? 

13 A. E x h i b i t 3 i s a l i s t of a l l the p a r t i e s i n the 

14 w e l l i n d i c a t i n g which p a r t i e s have not yet j o i n e d . I 

15 believe the one you have at the end there i s h i g h l i g h t e d 

16 i n yellow, who have not j o i n e d the w e l l . That includes 

17 a l l ' the p a r t i e s except Jean C. Place, the second on the 

18 l i s t . We seek to pool these p a r t i e s who are unleased 

19 fee mineral owners. 

2 0 Q. What approximately i s the t o t a l acreage or 

21 percentage i n t e r e s t involved i n the pooling? 

22 A. Approximately 30 percent, give or take. 

2 3 Q. Is t h i s a l l fee land i n t h i s w e l l u n i t ? 

24 A. Correct. 

25 Q. And I wou ld imag ine , be s ides these p e o p l e , 
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1 there are qu i t e a few i n t e r e s t owners -- mineral 

2 i n t e r e s t owners i n t h i s w e l l u n i t . And are they leased 

3 e i t h e r by Featherstone or by MRC Permian? 

4 A. Correct. 

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

6 A. E x h i b i t 4 contains a copy of our proposal 

7 l e t t e r s t o the p a r t i e s who have not yet j o i n e d the w e l l . 

8 Q. Looking at E x h i b i t 4, t h i s i s a w e l l proposal, 

9 and an AFE was contained i n t h i s w e l l proposal; was i t 

10 not? 

11 A. Correct. 

12 Q. And j u s t i n the f i r s t one, there's also a lease 

13 attached t o the -- to the proposal l e t t e r . Did you 

14 o f f e r t o lease t h e i r i n t e r e s t ? 

15 A. Yes, s i r . 

16 Q. Now, I d i d n ' t copy a l l the r e s t of the leases 

17 to the various p a r t i e s , but was every p a r t y i n t h i s 

18 package also o f f e r e d the option t o lease? 

19 A. Yes. 

2 0 Q. And were the terms of the proposed leases the 

21 same, the three years and o n e - f i f t h r o y a l t y ? 
I 

22 A. Yes. 

23 Q. So they were a l l o f f e r e d equal terms i n a f 

24 proposed lease? 

25 A. Yes, s i r . 
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1 Q. Are you continuing t o negotiate w i t h these 

2 p a r t i e s ? 

3 A. Yes. 

4 Q. And do you hope t o reach terms w i t h some of 

5 them so t h a t they would not be subject t o force pooling? 

6 A. Yes. 

7 Q. And i f you do reach terms w i t h any of these 

8 i n t e r e s t owners, w i l l you n o t i f y the D i v i s i o n so they 

9 are not subject to a forced pooling order? 

10 A. Yes. 

11 Q. Has MRC made a good-faith e f f o r t t o ob t a i n the 

12 voluntary j o i n d e r of a l l the fee owners i n the 320 acres 

13 comprising t h i s w e l l u n i t ? 

14 A. We have. 

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

16 A. E x h i b i t 5 i s an AFE f o r the w e l l . 

17 Q. And what i s the completed w e l l cost? 

18 A. I t 1 s an estimated completed w e l l cost of 8.96 

19 m i l l i o n . 

20 Q. And based on have you reviewed other AFEs 

21 f o r other proposed Wolfcamp wells i n t h i s area? 

22 A. Yes. 

2 3 Q. And i s t h i s cost i n l i n e w i t h the cost of other 

24 wells being proposed by MRC i n t h i s area? 

25 A. Yes. 
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1 Q. Who do you request be appointed operator of the 

2 well? 

3 A. Matador Production Company. 

4 Q. And do you have a recommendation of the amounts 

5 MRC should be paid f o r supervision and a d m i n i s t r a t i v e 

6 expenses? 

7 A. We request $7,000 per month while d r i l l i n g and 

8 $700 per month while producing. 

9 Q. And i n other are those equivalent -- are 

10 those rates the same as i n the JOA f o r t h i s w e l l u n i t ? 

11 A. Yes. 

12 Q. And are those the rates normally charged by MRC 

13 f o r other Wolfcamp w e l l s i n t h i s area? 

14 A. Yes. 

15 Q. Do you request the overhead rates be adjusted 

16 p e r i o d i c a l l y as provided by the COPAS accounting 

17 procedure? 

18 A. Yes. 

19 Q. And does MRC request a maximum cost plus 200 

20 percent r i s k charge i f any working i n t e r e s t owner goes 

21 nonconsent? 

22 A. We do. 

23 Q. And were t he p a r t i e s b e i n g p o o l e d n o t i f i e d o f 

24 t h i s hea r ing? 

25 A. Yes. And E x h i b i t 6 i s an A f f i d a v i t o f N o t i c e . 
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1 MR. BRUCE: Mr. Examiner, at the end of 

2 t h i s hearing, I would request t h a t t h i s case be 

3 continued because, once again, I have not received back 

4 a l l the green cards, so I can come back on the 8th and 

5 show a l l the -- I have received back about 80 percent of 

6 the green cards, but I s t i l l do not have them a l l back. 

7 EXAMINER GOETZE: We'll go ahead w i t h the 

8 continuance f o r p r o v i d i n g proper n o t i f i c a t i o n , but w e ' l l 

9 continue on. 

10 MR. BRUCE: I want to submit them a l l at 

11 once r a t h e r than piecemeal. 

12 EXAMINER GOETZE: We appreciate t h a t . We 

13 don't l i k e them d r i b b l i n g i n , so one package w i l l be 

14 very nice. 

15 Q. (BY MR. BRUCE) And what i s E x h i b i t 7, 

16 Mr. Carleton? 

17 A. E x h i b i t 7 l i s t s the o f f s e t operators or working 

18 i n t e r e s t owners t o the unorthodox w e l l l o c a t i o n . 

19 Q. And were those persons n o t i f i e d of the hearing? 

20 A. They were. 

21 Q. And i s th a t r e f l e c t e d i n my A f f i d a v i t of Notice 

22 marked as E x h i b i t 8? 

23 A. Yes. 

24 MR. BRUCE: Once again, Mr. Examiner, I ' m 

25 w a i t i n g on one green card to come back, and so I w i l l 
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1 submit t h a t , hopefully, at the January 8th hearing. As 

2 usual, i t ' s Chevron U.S.A. I t takes -- I've had — I 

3 don't know what i t i s , but i t takes two to three weeks 

4 t o get back a green card from them. 

5 Q. (BY MR. BRUCE) Were Exh i b i t s 1 through 8 e i t h e r 

6 prepared by you or under your supervision or compiled 

7 from company business records? 

8 A. They were. 

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

10 admission of Exh i b i t s 1 through 8, and I w i l l supplement 

11 E x h i b i t s 6 through 8 at the next hearing. 

12 EXAMINER GOETZE: Exh i b i t s 1 through 8 are 

13 so entered. 

14 (MRC Permian Company E x h i b i t Numbers 1 

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

16 evidence.) 

17 MR. BRUCE: I have no f u r t h e r q u e s t i o n s f o r 

18 t h i s w i t n e s s . 

19 CROS S-EXAMINATION 

20 BY EXAMINER GOETZE: 

21 Q. So w e ' r e s t a t i n g t h a t w h a t ' s r e m a i n i n g , 30 

22 pe rcen t o f the acreage, i s uncommit ted , and 7 0 p e r c e n t 

23 between Matador and Fea thers tone i s i n agreement? 

2 4 A. I suppose the commit ted i n t e r e s t f r o m Matador 

25 i s 57.24 p e r c e n t , and f r o m Fea the r s tone , 12.5 p e r c e n t . 

PAUL BACA PROFESSIONAL COURT REPORTERS 
500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102 



Page 13 

1 Just by doing the math i n my head, I t h i n k i t ' s about 

2 70, but I wouldn't want t o say exactly. 

3 Q. You're not here f o r math, so w e ' l l go w i t h 70 

4 percent. Very good. 

5 EXAMINER GOETZE: I have questions f o r your 

6 next witness. I have no more questions f o r t h i s 

7 witness. 

8 Thank you. 

9 THE WITNESS: Thank you. 

10 MR. BRUCE: Mr. Examiner, i f the record 

11 could r e f l e c t t h a t the engineer, Mr. Williamson, has 

12 previously been sworn and q u a l i f i e d as a witness. 1 

13 EXAMINER GOETZE: Mr. Williamson i s s t i l l 

14 q u a l i f i e d as an expert witness i n petroleum engineering. 

15 JERON R. WILLIAMSON, 

16 a f t e r having been previously sworn under oath, was 

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

18 DIRECT EXAMINATION 

19 BY MR. BRUCE: 

20 Q. F i r s t , would you i d e n t i f y E x h i b i t 9 f o r the 

21 Examiners? 

22 A. Ex h i b i t 9 i s a Wolfcamp s t r u c t u r e map. 

23 Q. And, again, i s the st r u c t u r e p r e t t y f l a t i n 

24 t h i s area? 

25 A. I t i s , yes. 
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1 Q. I s t h i s w e l l being d r i l l e d from east t o west? 

2 A. That i s co r r e c t . 

3 Q. And so the terminus of the w e l l w i l l be 

4 s l i g h t l y updip? 

5 A. Correct. 

6 Q. And t h i s i s i n a designated gas pool, i s i t 

7 not, Mr. Williamson? 

8 A. Correct. 

9 Q. Does MRC hope or a n t i c i p a t e t h a t there w i l l be 

10 a l o t of l i q u i d s produced from t h i s zone? 

11 A. That i s cor r e c t , yes. 

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

13 and t a l k about the t a r g e t zone f o r the -- the proposed 

14 Wolfcamp t a r g e t zone f o r the well? 

15 A. You mean E x h i b i t 10? 

16 Q. E x h i b i t 10. 

17 A. E x h i b i t 10 i s the cross section i n the f o r 

18 the immediate area, Section 12. So we've got two wel l s 

19 t h a t we've i l l u s t r a t e d across Section 4. There i s a 

20 w e l l j u s t t o the north of the proposed w e l l l o c a t i o n 

21 noted on E x h i b i t 10. I t has the Meridian B i r d Com 1 

22 designated by l e t t e r A and then a w e l l j u s t t o the 

23 south, i n t o Section 13, the Meridian BKE #1 w e l l 

24 designated w i t h the l e t t e r B. And shown on the cross 

25 section i s the ta r g e t window o u t l i n e d i n red of the 
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1 Wolfcamp -- the p o r t i o n of the Wolfcamp Formation t h a t 

2 we w i l l t a r g e t f o r t h i s w e l l . 

3 Q. Although we're not j u s t i f y i n g a nonstandard 

4 u n i t , based on your review of the data i n t h i s area, 

5 would you expect the Wolfcamp t o be continuous across 

6 the w e l l u n i t ? 

7 A. Yes. 

8 Q. Now, i n looking at your map, o f f to the l e f t , 

9 you place c e r t a i n wells i n Section 12. Are those a l l 

10 planned and Wolfcamp tests? 

11 A. That would be a mix of Wolfcamp and Bone Spring 

12 t e s t s [ s i c ] . 

13 Q. Now, i s i t MRC's u l t i m a t e i n t e n t , assuming 

14 success w i t h the f i r s t w e l l , t o d r i l l m u l t i p l e Wolfcamp 

15 wells i n t h i s section? 

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

17 Q. Let's move to your E x h i b i t 11 and discuss some 

18 reasons f o r the unorthodox l o c a t i o n . F i r s t of a l l , by 

19 using the unorthodox l o c a t i o n at l e a s t i n the east and 

20 west d i r e c t i o n s , w i l l you maximize the production of the 

21 wellbore? 

22 A. Not given the current scenario, no. 

23 Q. No. But I mean by having i t 330 o f f of each 

24 A. Oh. Off the ends of the l a t e r a l s ? 

25 Q. Yes. 
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1 A. Yes. Yes, t h a t 1 s c o r r e c t . 

2 Q. Okay. Now, t e l l the Examiners what you mean i n 

3 E x h i b i t 11 by current spacing? 

4 A. So the current spacing requires t h a t our 

5 l a t e r a l be 660 fee t o f f the lease edge, which would 

6 re q u i r e us to s i t u a t e our l a t e r a l as shown i n t h i s 

7 e x h i b i t . And our r e s e r v o i r modeling exercises on one of 

8 our -- one of our own Wolfcamp we l l s , the Rustler Briggs 

9 [phonetic] 12-24-27 RB #204H, i n d i c a t e s t h a t our 

10 h y d r a u l i c f r a c t u r e h a l f - l e n g t h s are i n the neighborhood 

11 of 200 to 300 f e e t , designated i n t h i s e x h i b i t as the 

12 yellow area. 

13 And because the matrix p e r m e a b i l i t y i s so 

14 low i n the Wolfcamp, we don't expect t o be able t o d r a i n 

15 the areas o u t l i n e d i n the green on t h i s e x h i b i t , so we 

16 w i l l be leaving behind hydrocarbons should we develop i n 

17 t h i s scenario. 

18 Q. So f i r s t of a l l , i f you had the w e l l 660 f e e t , 

19 say, 1,980 feet from the south l i n e of the section or 

20 660 f e e t from the north l i n e of t h i s south-half w e l l 

21 u n i t , you would be leaving reserves i n the ground? 

22 A. Yes. 

23 Q. And, a lso , because of the drainage on ly 200 t o 

24 300 f e e t f rom the we l lbo re , do you be l i eve t h a t you w i l l 

25 be adversely a f f e c t i n g o f f s e t t i n g i n t e r e s t owners by 
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1 having your unorthodox l o c a t i o n ? 

2 A. No. 

3 Q. Let's move on to E x h i b i t 12 and discuss your 

4 proposed spacing. 

5 A. E x h i b i t 12 i s our proposed spacing i l l u s t r a t e d . 

6 So instead of developing 660 f e e t from the u n i t edge, we 

7 would be p l a c i n g our w e l l 330 fee t away, thereby, 

8 allowing us t o more e f f e c t i v e l y d r a i n t h a t northern 

9 p o r t i o n of the u n i t and leaving us room to then d r i l l a 

10 second w e l l t o the south designated here as the f u t u r e 

11 a d d i t i o n a l w e l l t h a t would allow us to recover 

12 approximately twice the reserves as the previous 

13 scenario. 

14 Q. Now, the w e l l u n i t i s the south h a l f of Section 

15 12, but what you're looking at r i g h t here i s simply the 

16 north h a l f - s o u t h h a l f of Section 12? 

17 A. That's c o r r e c t , yes. 

18 Q. So marching that down to the south, you could . 

19 have, i n t h i s p a r t i c u l a r Wolfcamp zone, up to four wells 

20 i n the south h a l f of Section 12? 

21 A. Correct. 

2 2 Q. And i n your opinion, w i l l t h a t allow you to 

23 recover a l l reserves and prevent waste? 

24 A. Yes. 

25 Q. And s i n c e t he d r a i n a g e i s s m a l l , i s l i m i t e d i n 
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1 t h i s r e s e r v o i r -- again, you mentioned t h a t there would 

2 be no adverse e f f e c t on o f f s e t s , but would MRC have any 

3 ob j e c t i o n to an o f f s e t d r i l l i n g m i r r o r l o c a t i o n s i n 

4 o f f s e t acreage? 

5 A. No. 

6 Q. And f i n a l l y , what i s E x h i b i t 13? 

7 A. Ex h i b i t 13 i s the d i r e c t i o n a l plan f o r the Tom 

8 Walters 203H. 

9 Q. And how many completion stages would you 

10 a n t i c i p a t e i n the Wolfcamp completion? 

11 A. 18 frack stages. 

12 Q. And i n your opinion, i s the granting of t h i s 

13 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 

14 prevention of waste? 

15 A. Yes. 

16 Q. Were Ex h i b i t s 9 through 12 prepared by you or 

17 under your supervision? 

18 A. Yes. 

19 Q. And was E x h i b i t 13 compiled from company 

20 business 'records? 

21 A. Yes. 

22 MR. BRUCE: Mr. Examiner, I'd move the 

23 admission of MRC's Exhi b i t s 9 through 13. 

24 EXAMINER GOETZE: Ex h i b i t s 9 through 13 are 

25 so entered. 
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1 (MRC Permian Company E x h i b i t Numbers 9 

2 through 13 were of f e r e d and admitted i n t o 

3 evidence.) 

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

5 of the witness. 

6 EXAMINER GOETZE: Counselor? 

7 EXAMINER WADE: No questions. 

8 CROSS-EXAMINATION 

9 BY EXAMINER GOETZE: 

10 Q. What i s the basis of determining the 

11 hydrocarbon p o t e n t i a l f o r t h i s Wolfcamp target? Is t h i s 

12 based on density or j u s t h i s t o r i c a l i n t h i s area, or 

13 what are we using as a model? 

14 A. Yes. So E x h i b i t — the cross-section e x h i b i t , 

15 E x h i b i t 10, i l l u s t r a t e s the log c h a r a c t e r i s t i c s of the 

16 formation i n t h i s area. So the rightmost t r a c t s of 

17 these two cross sections show the neutron p o r o s i t y , 

18 density p o r o s i t y , i n d i c a t i o n s t h a t we've got at least --

19 the area shaded i n red are areas where we have at le a s t 

20 10 percent p o r o s i t y . So we are t a r g e t i n g the highest 

21 p o r o s i t y u n i t i n the section. So we're very hopeful. 

22 Q. So you've used a s i m i l a r model f o r the other 

23 wells i n the area? 

24 A. Yes. Yes. 

25 Q. And east-west seems to be f avorab le , based upon 
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1 your experience out here, as f a r as Wolfcamp 

2 completions? 

3 A. Yes. 

4 Q. Is t h i s the Cass [phonetic] --

5 MR. CARLETON: Yes. This i s the Cass Draw 

6 [phonetic], a l l --

7 EXAMINER GOETZE: Would you l i k e to 

8 rephrase t h a t f o r him? 

9 (Laughter.) 

10 MR. CARLETON: Sorry, Mr. Goetze. 

11 Q. (BY EXAMINER GOETZE) So what i s the — 

12 A. Cass Draw [phonetic]. 

13 Q. Very good. There i s a v e r t i c a l there t h a t i s 

14 s i m i l a r . 

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

16 questions f o r t h i s witness. 

17 Do you have anything else f o r t h i s witness? 

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

19 the witness. 

20 EXAMINER GOETZE: Very good. Then Case 

21 15245 w i l l be continued to January 8th based on 

22 n o t i f i c a t i o n . 

2 3 Let's take a ten-minute break, f o l k s , and 

24 then w e ' l l come back and s t a r t w i t h the next case. , , 
I tf»h«r«by «r t l fy lha t the foregolr| 

25 (Case Number 15245 coaq^ude^, r S i ^ o y m ? ) 0 ^ 6 ^ i j V j r 
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