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1 (10:00 a.m.) 

2 EXAMINER GOETZE: That w i l l b r i n g us t o 

3 Case 15276, 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, New Mexico. 

6 C a l l f o r appearances. 

7 MS. KESSLER: Mr. Examiner, Jordan Kessler 

8 w i t h H o l l a r d & Hart f o r the Appli c a n t . 

9 EXAMINER GOETZE: Do you have any 

10 witnesses? 

11 MS. KESSLER: Two witnesses today. 

12 EXAMINER GOETZE: No other appearances? 

13 Let the witnesses stand, i d e n t i f y 

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

15 MR. YOUNG: Aaron Young. 

16 MR. BURKE: Steven Burke, COG. 

17 (Mr. Young and Mr. Burke sworn.) 

18 MS. KESSLER: Mr. Examiner, I f d l i k e t o 

19 c a l l my f i r s t witness. 

20 EXAMINER GOETZE: Proceed. 

21 AARON YOUNG, 

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 MS. KESSLER: 

3 Q. Can you please s t a t e your name f o r the record 

4 and t e l l the Examiner by whom you are employed and i n 

5 what capacity? 

6 A. My name i s Aaron Young. I'm employed by COG 

7 Operating, LLC as a landman. 

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. No, I have not. 

11 Q. Can you please o u t l i n e your educational 

12 background f o r the Examiners? 

13 A. I have a BBA i n energy management from the 

14 U n i v e r s i t y of Oklahoma. I graduated December 2011. 

15 Q. And could you o u t l i n e your work experience 

16 since graduating? 

17 A. I began working f o r COG Operating i n January of 

18 2012, focusing on the Permian Basin. 

19 Q. What are your r e s p o n s i b i l i t i e s at COG? 

20 A. I handle southeast New Mexico, Eddy and Lea 

21 Counties. 

22 Q. Has your experience been p r i m a r i l y i n the 

23 Permian Basin? 

24 A. Yes, i t has. 

25 Q. Are you a member of any p r o f e s s i o n a l 
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1 associations? 

2 A. Yes, I am, the AAPL and the PLA. 

3 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 

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

5 A. Yes. 

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

7 lands i n the subject area? 

8 A. Yes, I am. 

9 Q. Has an APD been approved f o r t h i s well? 

10 A. Yes, i t has. 

11 MS. KESSLER: Mr. Examiner, I would tender 

12 Mr. Young as an expert i n petroleum land matters. 

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

14 Q. (BY MS. KESSLER) Let's begin by discussing the 

15 a p p l i c a t i o n f i l e d by COG. I f you could t u r n t o what's 

16 been marked as COG E x h i b i t Number 1 and i d e n t i f y what 

17 COG seeks under t h i s a p p l i c a t i o n . 

18 A. COG seeks t o create a 160-acre nonstandard 

19 spacing u n i t comprising of the east h a l f - e a s t h a l f of 

20 Section 16, Township 18 South, Range 30 East of Eddy 

21 County. 

22 Q. And do you seek t o pool a l l of the mineral 

23 i n t e r e s t s i n the Bone Spring Formation? 

24 A. Yes. 

25 Q. What i s t he API number f o r t h i s w e l l ? 
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1 A. The API number i s 3001542439. 

2 Q. And what pool i s involved i n t h i s a p p l i c a t i o n ? 

3 A. This i s the Loco Hills-Bone Spring East pool. 

4 Q. Do you have the pool code f o r that? 

5 A. I do. I t i s 39513. 

6 Q. Has the surface hole changed since t h i s 

7 a p p l i c a t i o n was submitted t o the Division? 

8 A. Yes, i t has. A f t e r ongoing n e g o t i a t i o n s w i t h 

9 operating r i g h t s owners and then o f f s e t owners, we have 

10 moved the l o c a t i o n on lease t o as r e f l e c t e d i n the 

11 current p l a t . 

12 Q. I understand i t was o r i g i n a l l y located o f f 

13 lease? 

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

15 Q. So w i l l i t be necessary f o r COG to re- a d v e r t i s e 

16 the new surface-hole l o c a t i o n i n the D i v i s i o n docket? 

17 A. Yes, i t i s . 

18 Q. What i s the character of the lands involved? 

19 A. I t i s s t a t e acreage. 

20 Q. Do sp e c i a l pool r u l e s apply? 

21 A. No. Statewide r u l e s apply, 330-foot setback. 

22 Q. When do you plan t o spud the well? 

23 A. June of t h i s year. 

24 Q. I f you could t u r n t o COG E x h i b i t Number 2, 

25 which I b e l i e v e i s the ownership o u t l i n e , and i d e n t i f y 
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1 the ownership by t r a c t . 

2 A. Yes. Tract 1 consists of 80 acres. The 

3 working i n t e r e s t owners are COG Operating, LLC w i t h 

4 roughly 66.79 percent, Concho Resources, LLC w i t h 

5 roughly 3.51 percent, Read & Stevens, Incorporated w i t h 

6 roughly 4.68 percent, and EOG Resources, Incorporated 

7 w i t h .5 percent. 

8 Tract 2 also consists of 80 acres, w i t h EOG 

9 Resources having 100 percent working i n t e r e s t . 

10 Q. And what i n t e r e s t do you seek to pool? 

11 A. EOG Resources. 

12 Q. And they're h i g h l i g h t e d i n bold on t h i s 

13 e x h i b i t ? 

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

15 Q. Is EOG a working i n t e r e s t owner? 

16 A. Yes, they are. 

17 Q. Is E x h i b i t 3 a well-proposal l e t t e r you sent to 

18 EOG? 

19 A. Yes, i t i s . 

20 Q. What date was t h i s l e t t e r sent? 

21 A. The l e t t e r sent September 9th, 2014. 

22 Q. And i s E x h i b i t 4 a copy of the AFE? 

23 A. Yes, i t i s . 

24 Q. Are the costs r e f l e c t e d on t h i s AFE cons is ten t 

25 w i t h what COG has i ncu r r ed f o r d r i l l i n g s i m i l a r we l l s i n 
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1 t h i s area? 

2 A. Yes, i t i s . 

3 Q. And does your well-proposal l e t t e r i d e n t i f y the 

4 requested overhead and a d m i n i s t r a t i v e costs while 

5 d r i l l i n g t h i s w e l l and producing i t should you be 

6 successful? 

7 A. Yes, i t does. 

8 Q. What are those rates? 

9 A. I t i s 7,000 a month, 700 a month while 

10 producing. 

11 Q. Are these costs i n l i n e w i t h what COG and other 

12 operators i n t h i s area charge f o r s i m i l a r wells? 

13 A. Yes, i t i s . 

14 Q. Do you ask t h a t these a d m i n i s t r a t i v e costs be 

15 incorporated i n t o any order r e s u l t i n g from t h i s hearing? 

16 A. Yes, I do. 

17 Q. And do you ask as w e l l t h a t be adjusted i n 

18 accordance w i t h the appropriate accounting procedures? 

19 A. Yes. 

20 Q. With respect to the uncommitted i n t e r e s t owner, 

21 EOG, do you request t h a t the D i v i s i o n impose a 200 

22 percent r i s k penalty? 

23 A. Yes. 

24 Q. Did COG i d e n t i f y the o f f s e t operators or 

25 lessees i n the 40-acre t r a c t surrounding the proposed 

, 
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1 nonstandard u n i t ? 

2 A. Yes, we d i d . 

3 Q. And i s a p l a t , along w i t h a l i s t of those 

4 operators or lessees contained i n E x h i b i t 5? 

5 A. Yes, i t i s . 

6 Q. And i s E x h i b i t 6 an a f f i d a v i t prepared by my 

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

8 hearing t o both the p a r t y t o be pooled and the o f f s e t 

9 operators or lessees? 

10 A. Yes, i t i s . 

11 Q. Was i t necessary t o p u b l i s h n o t i c e , or were you 

12 able t o locate the i n t e r e s t owner whom you seek t o pool? 

13 A. No. We were able t o locate the i n t e r e s t owner. 

14 Q. Were E x h i b i t s 1 through 5 prepared by you or 

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

16 A. Yes, they were. 

17 MS. KESSLER: Mr. Examiner, I'd move i n t o 

18 admission E x h i b i t s 1 through 6, which includes my 

19 a f f i d a v i t . 

20 EXAMINER GOETZE: And your Number 6 i s the 

21 a f f i d a v i t t o the o f f s e t s and r e t u r n receipts? 

22 MS. KESSLER: The a f f i d a v i t t o o f f s e t s and 

23 t o -- and the l e t t e r t o the pooled p a r t y . 

24 EXAMINER GOETZE: Very good. E x h i b i t s 1 

25 through 6 are so entered. 
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1 (COG Operating, LLC E x h i b i t Numbers 1 

2 through 6 were o f f e r e d and admitted i n t o 

3 evidence.) 

4 EXAMINER GOETZE: Do you have any 

5 questions? 

6 EXAMINER WADE: I do not. 

7 EXAMINER GOETZE: I don't have any 

8 questions f o r t h i s witness. 

9 Continue on w i t h your next witness. 

10 Thank you. 

11 STEVEN BURKE, 

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

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

14 DIRECT EXAMINATION 

15 BY MS. KESSLER: 

16 Q. Can you please s t a t e your name f o r the record 

17 and t e l l the Examiners by whom you are employed and i n 

18 what capacity? 

19 A. My name i s Steven Burke. I'm employed by COG 

20 Operating, and I'm a petroleum g e o l o g i s t t h a t works the 

21 area we're going t o be t a l k i n g about today. 

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

23 Division? 

24 A. Yes, I have. 

25 Q. And were your c r e d e n t i a l s as a p e t r o l e u m 
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1 geologist accepted and made a matter of record? 

2 A. Yes, they were. 

3 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 

4 t h i s case? 

5 A. Yes, I am. 

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

7 lands t h a t are the subject of t h i s a p p lication? 

8 A. I have. 

9 MS. KESSLER: Mr. Examiner, I tender 

10 Mr. Burke as an expert i n petroleum geology. 

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

12 Q. (BY MS. KESSLER) Mr. Burke, could you t u r n to 

13 E x h i b i t 7, please, and i d e n t i f y what t h i s e x h i b i t is? 

14 A. This i s a s t r u c t u r e map th a t I've prepared at 

15 the top of the Bone Spring Formation, and i t shows th a t 

16 the Bone Spring Formation i s dipping to the southeast. 

17 Some of the features I'd l i k e to point out to you are 

18 the cross section on the p u r p l i s h color, going A t o A 

19 prime, west to east, which w i l l be my next e x h i b i t . 

20 The red h o r i z o n t a l wellbore labeled "Cookie 

21 Tosser State Com #1H," which i s the w e l l f o r t h i s u n i t 

22 t h a t we're proposing, and the color-coded t h i c k e r 

23 wellbores, which are wells t h a t have been completed i n 

24 the Bone Spring Formation, the h o r i z o n t a l s -- longer 

25 wellbores, and the v a r i a t i o n and the c o l o r i n g i s an 
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1 i n t e r n a l c a t e g o r i z a t i o n of which zone i t came from. So 

2 l i k e the orange w e l l s w i l l be 2nd Bone Spring sand. The 

3 browner ones back up to the northeast there, those are 

4 1st Bone Spring sand. 

5 Q. What have you i d e n t i f i e d w i t h respect t o the 

6 s t r u c t u r e of the Bone Spring? 

7 A. Well, what I see i n t h i s area, there are no 

8 geo l o g i c a l impediments i n the area. There seem t o be no 

9 f a u l t s , no t r u n c a t i o n s [ s i c ] or r a p i d l y t h i n n i n g of the 

10 formation i n any way. I t ' s p r e t t y much uniform across 

11 the area. 

12 Q. And w i t h respect t o the l i n e A t o A prime, I 

13 understand t h a t t h i s d epicts w e l l s t h a t are on the next 

14 e x h i b i t . Do you consider these w e l l s r e presentative of 

15 w e l l s i n the area? 

16 A. Yes, I do. 

17 Q. Turn t o E x h i b i t 8, please, and i d e n t i f y t h i s 

18 e x h i b i t f o r us. 

19 A. Yes. This i s a west-east cross section using 

20 standard logs t h a t are run i n the v e r t i c a l w e l l s 

21 p r i m a r i l y i n t h i s area. I t ' s a combination of a den s i t y 

22 neutron w i t h a dual l a t e r a l and a mud log, i f I have i t . 

23 I t ' s not at the top of the Bone Spring Formation. I t ' s 

24 a c t u a l l y down i n the t a r g e t zone. We'll be t a r g e t i n g 

25 t h i s w e l l , which i s a 2nd Bone Spring, at a measured 
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1 depth of about 8,200 fe e t to 8,000 f e e t . And what I'm 

2 r e a l l y t r y i n g t o demonstrate here i s t h a t you p r e t t y 

3 much have a consistent thickness of sand about 400 fee t 

4 across the area. 

5 I f y o u ' l l look at the mud logs, y o u ' l l 

6 see you have -- the dark p a r t close to the depth tr a c k 

7 i s the o i l shows i n the area. Marked on the actual 

8 wellbore there, the second-from-the-left w e l l , that's --

9 tha t ' s — i t says " h o r i z o n t a l t a r g e t . " That's a c t u a l l y 

10 where w e ' l l go l a t e r a l l y . 

11 Bone Spring i n t h i s area i s -- the v e r t i c a l 

12 completions have t y p i c a l l y been subeconomic. I t ' s kind 

13 of a b a i l o u t zone. However, we found i n t h i s p a r t i c u l a r 

14 area we could d r i l l h o r i z o n t a l wells and d r i l l economic 

15 wells and capture reserves and prevent waste v i a the 

16 h o r i z o n t a l w e l l s . 

17 Q. What conclusions have you drawn based on your 

18 geologic study of t h i s area? 

19 A. You know, I f e e l l i k e i t ' s a p r e t t y uniform 

20 r e s e r v o i r , has enough homogeneity t h a t I t h i n k , when we 

21 complete i t , when we frac k i t , w i l l produce uniformly up 

22 and down the wellbore equally, and i t should make a 

23 p r e t t y good w e l l t h a t otherwise probably would never be 

24 d r i l l e d and capture resources. 

25 Q. Have you i d e n t i f i e d any geologic impediment 
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1 w i t h i n t h i s nonstandard spacing area? 

2 A. I have not seen any. 

3 Q. And you beli e v e t h a t a h o r i z o n t a l w e l l would be 

4 an e f f i c i e n t and economical way to develop t h i s acreage? 

5 A. Absolutely. 

6 Q. Okay. And you also believe t h a t each t r a c t 

7 w i l l more or less c o n t r i b u t e t o the production of the 

8 well? 

9 A. Yes, I do. 

10 Q. W i l l the completed i n t e r v a l be beyond the 330 

11 f e e t from the leaseline? 

12 A. Right. There w i l l be no p e r f o r a t i o n s closer 

13 than 330 f e e t . 

14 Q. And i s t h i s r e f l e c t e d on E x h i b i t 9? 

15 A. Yes. That i s r e f l e c t e d there. 

16 E s s e n t i a l l y , we j u s t stopped the w e l l 330 

17 fe e t short, shore [ s i c ] up the toe of i t , make sure i t ' s 

18 not, you know, too close, and then we c a l c u l a t e where we 

19 do the f i r s t p e r f o r a t i o n i n the heel. 

20 Q. I n your opinion, w i l l the gr a n t i n g of COG'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. I do [ s i c ] . 

25 Q. And d i d you prepare E x h i b i t s 7 through 9? 

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



Page 

1 A. Yes. 

2 MS. KESSLER: Mr. Examiner, I ' d move 

3 admission of E x h i b i t s 7 through 9. 

4 EXAMINER GOETZE: E x h i b i t s 7 through 9 ar 

5 so entered. 

6 (COG Operating, LLC E x h i b i t Numbers 7 

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

8 evidence.) 

9 MS. KESSLER: That concludes my 

10 examination. 

11 EXAMINER GOETZE: Counsel? 

12 EXAMINER WADE: No questions. 

13 CROSS-EXAMINATION 

14 BY EXAMINER GOETZE: 

15 Q. S i r , l e t ' s go t o E x h i b i t 7. This w e l l , the 

16 Cookie Tosser State Com #1H, adjacent t o i t i n the west 

17 h a l f of the east h a l f , i s t h a t also a COG producer? 

18 A. I t w i l l be. 

19 Q. I t w i l l be. 

20 So t h a t i s a proposed w e l l --

21 A. Yes. 

22 Q. — from the same surface l o c a t i o n ? 

23 A. Yes, s i r . 

24 Q. And then who's been d r i l l i n g on the west h a l f 

25 o f Sect ion 16? 
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1 A. I believe t h a t to be Mewbourne O i l . 

2 Q. And then w i t h regards t o -- i t ' s been a 

3 haphazard, Section 9. Anyone's doing anything -- a l l 

4 sorts of things i n d i r e c t i o n s , so we won't go there. 

5 15, do you have any i n t e r e s t i n t h a t , as 

6 f a r as COG goes, or do you know who does the h o r i z o n t a l ? 

7 A. I know the h o r i z o n t a l i s a Mewbourne w e l l . 

8 I t ' s a c t u a l l y been a q u i t e good w e l l . I t ' s made 26,000 

9 ba r r e l s the f i r s t year and came on w i t h 800 ba r r e l s a 

10 day. I don't know what the other i n t e r e s t s are i n the 

11 area? 

12 Q. So i t ' s not a COG i n t e r e s t , though? 

13 A. No. 

14 Q. And f i n a l question: Do you f e e l t h a t a l l four 

15 40-acre parcels w i l l c o l l e c t i v e l y -- w i l l each 

16 c o n t r i b u t e to the o v e r a l l i n an equal amount? 

17 A. Yes, I do. I f e e l c e r t a i n of t h a t . 

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

19 questions f o r t h i s witness. 

20 MS. KESSLER: Thank you, Mr. Examiner. I'd 

21 ask t h i s be continued to the next docket so we can 

22 advertise i n the D i v i s i o n docket. 

23 EXAMINER GOETZE: You t h i n k you can make i t 

24 by t h a t date? 

25 MS. KESSLER: You know, that j u s t passed, 
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so i t would be a month from now, which would be the --

EXAMINER GOETZE: 16th. 

MS. KESSLER: -- 16th. 

EXAMINER GOETZE: Let's go ahead and put 

you on f o r the A p r i l 16th docket. 

MS. KESSLER: Thank you, Mr. Examiner. 

EXAMINER GOETZE: Case 15276 i s continued 

to the A p r i l 16th docket. 

Thank you. 

(Case Number 15276 concludes, 10:17 a.m.) 

« « • : • ; 7:' tor. 

&2 c j 

- ~ * r«-ord of 

*5erverflori 
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