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1 (Time i s 8:42 a.m. ) 

2 EXAMINER McMILLAN: At t h i s time, I would 

3 l i k e t o c a l l case No. 15296, A p p l i c a t i o n of COG 

4 Operating LLC f o r a non-standard o i l spacing and 

5 p r o r a t i o n u n i t and compulsory p o o l i n g , Lea County, New 

6 Mexico. 

7 C a l l f o r appearances. 

8 MR. LARSON: Gary Larson of Hinkle Shanor i n 

9 Santa Fe f o r the App l i c a n t , COG Operating. 

10 EXAMINER McMILLAN: Any other appearances? 

11 (No responses.) 

12 MR. LARSON: I have two witnesses, 

13 Mr. Examiner. 

14 EXAMINER McMILLAN: Can you please get them 

15 sworn i n . 

16 (Whereupon, the witnesses were administered 

17 the oath.) 

18 DAVID MICHAEL WALLACE 

19 having f i r s t been duly sworn, was examined and t e s t i f i e d 

20 as f o l l o w s : 

21 DIRECT EXAMINATION 

22 BY MR. LARSON 

23 Q. Good m o r n i n g , Mr . W a l l a c e , w i l l you p l e a s e s t a t e 

24 your f u l l name f o r t h e r e c o r d . 

25 A. Dav id M i c h a e l W a l l a c e . 

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



Page 5 

1 Q. And, Mr. Wallace, where do you reside? 

2 A. Midland, Texas. 

3 Q. And by whom are you employed and i n what 

4 capacity? 

5 A. I am a senior landman w i t h COG Operating LLC. 

6 Q. And what i s the focus of your r e s p o n s i b i l i t i e s as 

7 a senior landman f o r COG? 

8 A . I handle southeast Lea County, New Mexico, a l l 

9 land issues. 

10 Q. Are you f a m i l i a r w i t h the land matters p e r t a i n i n g 

11 t o COG's a p p l i c a t i o n i n t h i s case? 

12 A. Yes. 

13 Q. And have you p r e v i o u s l y t e s t i f i e d at a D i v i s i o n 

14 hearing? 

15 A. I have. 

16 Q. And during those hearings, d i d the Examiner 

17 q u a l i f y you as an expert landman? 

18 A. Yes. 

19 MR. LARSON: I move t h a t Mr. Wallace be 

20 q u a l i f i e d as an expert i n land matters f o r purposes i n 

21 t h i s case. 

22 EXAMINER McMILLAN: So q u a l i f i e d . 

23 Q. {By Mr. Larson:) I d i r e c t your a t t e n t i o n t o 

24 E x h i b i t 1. And would you please i d e n t i f y i t f o r the 

25 record. 
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1 A. This i s our C-102 p l a t f o r the Coachman Fee Com 

2 4H. 

3 Q. And does i t i d e n t i f y the proposed p r o j e c t area 

4 f o r the Coachman Fee well? 

5 A. I t does. 

6 Q. Would you next i d e n t i f y the document marked as 

7 E x h i b i t No. 2. 

8 A. This i s my land ownership map f o r the Coachman 

9 Fee Com 4H p r o j e c t area. 

10 Q. And d i d you prepare t h i s document? 

11 A. I d i d . 

12 Q. And i f you t u r n t o page 2 of E x h i b i t 2, have you 

13 i d e n t i f i e d a l l of the uncommitted mineral i n t e r e s t 

14 owners and t h e i r percentage of ownership? 

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

16 Q • And I next ask you to i d e n t i f y the document 

17 marked as E x h i b i t No. 3. 

18 A. This i s a sample w e l l proposal t h a t we sent out 

19 t o a l l the i n t e r e s t owners i n the p r o j e c t area. 

20 Q- And d i d you d r a f t t h i s l e t t e r ? 

21 A. I d i d . 

22 Q. And what documents d i d you enclose w i t h your 

23 proposal l e t t e r s ? 

24 A. An AFE and JOA. 

25 Q. And were you able t o lo c a t e a l l of the mineral 
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1 i n t e r e s t owners i d e n t i f i e d on E x h i b i t No. 2? 

2 A. Yes. I'm sorry. No. There i s one owner,. 

3 Thomas W. B u t l e r , who i s deceased, t h a t we could not 

4 lo c a t e . 

5 Q. And were there any o f f s e t i n t e r e s t s you were 

6 unable t o locate? 

7 A. Yes. There were two o f f s e t i n t e r e s t s t h a t we 

8 could not l o c a t e . 

9 Q. And what e f f o r t s d i d you undertake t o t r y t o 

10 locate those i n d i v i d u a l s ? 

11 A. I d i d I n t e r n e t searches, used NexisLexis and 

12 searched the county records. 

13 Q. R e f e r r i n g back t o E x h i b i t 3, were a l l of the w e l l 

14 proposal l e t t e r s sent the same date i n d i c a t e d on t h i s 

15 l e t t e r , which i s March 17, 2015? 

16 A. We sent out proposal l e t t e r s t o everyone i n our 

17 ownership. Three of them we had to send out 

18 subsequently, when we discovered t h a t other e n t i t i e s 

19 owned the i n t e r e s t . 

20 Q. And what i n t e r e s t l e t t e r s d i d you send out 

21 subsequent t o March 17th? 

22 A. On March 26th, I sent out proposals t o the Moore 

23 Mineral Group, which consists of several of the Moore 

24 e n t i t i e s i n here, and Red Mountain Resources, which was 

2 5 a subsequent i n t e r e s t owner -- one of the e n t i t i e s i n 
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1 our spacing u n i t p r o j e c t area -- I'm sor r y . 

2 Q. And how about Apache? 

3 A. I hand-delivered a w e l l proposal t o them on 

4 A p r i l 24th when I discovered t h a t they owned an i n t e r e s t 

5 i n the p r o j e c t area t h a t we had proposed t o a d i f f e r e n t 

6 e n t i t y . 

7 Q. Apache was a successor of t h a t --

8 A. A subsequent i n t e r e s t owner t o t h a t i n t e r e s t . 

9 Q. And you hand-delivered the l e t t e r as soon as you 

10 r e a l i z e d t h a t Apache was the successor? 

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

12 Q. And have you subsequently communicated w i t h Red 

13 Mountain regarding the w e l l proposal? 

14 A. I have. I have spoken t o them on a couple of 

15 occasions, and they expressed t h a t they do not want to 

16 p a r t i c i p a t e i n the w e l l . 

17 Q. And how about Moore Minerals? 

18 A. I've negotiated; they have a r e p r e s e n t a t i v e who 

19 handles a l l the a f f a i r s of t h e i r t r u s t s and t h e i r 

2 0 i n d i v i d u a l i n t e r e s t s . And I have negotiated leases w i t h 

21 them. 

22 Q. And, l a s t l y , have you communicated w i t h Apache 

2 3 about the w e l l proposal? 

2 4 A . I have. We are i n the process of n e g o t i a t i n g a 

25 lease. 
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1 Q, And other than Apache, Red Mountain and Moore 

2 Minerals, have you subsequently communicated w i t h 

3 uncommitted mineral i n t e r e s t owners about p a r t i c i p a t i n g 

4 i n the w e l l and otherwise e n t e r i n g i n t o an agreement 

5 w i t h COG? 

6 A. I've spoken t o almost a l l of them, and I've 

7 negotiated leases w i t h a m a j o r i t y of them. 

8 Q. And i s t i m i n g an issue w i t h regards t o COG's 

9 requests f o r a po o l i n g owner? 

10 A. Correct. 

11 Q. And why i s that? 

12 A. Because we have lease e x p i r a t i o n issues i n t h i s 

13 p r o j e c t area. 

14 Q. Would you next i d e n t i f y the document marked as 

15 E x h i b i t No. 4. 

16 A. This i s the AFE t h a t we sent out w i t h our 

17 proposal packet t o the p a r t i e s i n our p r o j e c t area. 

18 Q. And are the w e l l costs i d e n t i f i e d on the AFE 

19 s i m i l a r t o costs i n c u r r e d by COG f o r other T h i r d Bone 

20 Spring h o r i z o n t a l wells? 

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

22 Q. Would you next i d e n t i f y the document marked as 

23 E x h i b i t No. 5. 

2 4 A. T h i s i s t h e n o t i f i c a t i o n l e t t e r we sen t ou t f o r a 

2 5 h e a r i n g t o t h e i n t e r e s t owners i n our p r o j e c t a r e a . 
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1 Q. Does i t also include a l i s t of the uncommitted 

2 mineral i n t e r e s t owners? 

3 A. That i s c o r r e c t , as w e l l as the green cards f o r 

4 r e c e i p t . 

5 Q. And were these l e t t e r s sent at your d i r e c t i o n ? 

6 A. Yes. 

7 Q. And r e f e r r i n g back t o E x h i b i t 2, d i d you i d e n t i f y 

8 any o f f s e t i n t e r e s t s t h a t would be e n t i t l e d t o receive 

9 n o t i c e of the a p p l i c a t i o n i n today's hearing? 

10 A. Yes, I d i d . 

11 Q. Would you next i d e n t i f y the document marked as 

12 E x h i b i t No. 6. 

13 A. This i s the n o t i f i c a t i o n l e t t e r t h a t was sent out 

14 to the o f f s e t i n t e r e s t owners, as w e l l as a l i s t and 

15 green cards f o r r e c e i p t . 

16 Q. And were the l e t t e r s sent t o the o f f s e t i n t e r e s t 

17 at your d i r e c t i o n ? 

18 A. Yes. 

19 Q. And d i d COG also p u b l i s h n o t i c e of today's 

20 hearing? 

21 A. Yes, we d i d . 

22 Q. Could you i d e n t i f y COG E x h i b i t 7 f o r the record. 

23 A. This i s the a f f i d a v i t of p u b l i c a t i o n t h a t we 

24 published i n the paper. 

25 Q. And i n which paper was that? 

— : : : — — -rrrr-r. 
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1 A. That was the Hobbs New Mexico paper. 

2 Q. So the Sun News? 

3 A. The Sun News, yes. 

4 Q. And what date was the n o t i c e published i n the 

5 Hobbs Sun News? 

6 A. May 2nd. 

7 Q. Do you have a recommendation f o r the amounts COG 

8 should be paid f o r supe r v i s i o n and a d m i n i s t r a t i v e 

9 expenses? 

10 A. Yes. $7,000 a month f o r d r i l l i n g and $700 a 

11 month f o r producing. 

12 Q. And are those amounts consistent w i t h and s i m i l a r 

13 t o those charged by COG f o r other T h i r d Bone Spring 

14 h o r i z o n t a l wells? 

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

16 Q. And do you also recommend t h a t the rates f o r 

17 supervision and a d m i n i s t r a t i v e expenses be adjusted 

18 p e r i o d i c a l l y pursuant t o the Copas accounting 

19 procedure? 

20 A. Yes. 

21 Q. I s COG also requesting a 2 00 percent charge f o r 

22 the r i s k of d r i l l i n g and completing the Coachman Fee Com 

23 No. 4H well? 

24 A. Yes. 

25 Q. And i n your o p i n i o n , w i l l the g r a n t i n g o f COG's 
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1 a p p l i c a t i o n serve the i n t e r e s t s of conservation and the 

2 pr e s e r v a t i o n [ s i c ] of waste? 

3 A. Yes. 

4 Q. And given the lease t e r m i n a t i o n issue you've 

5 t e s t i f i e d about, do you have a request w i t h regard t o 

6 the D i v i s i o n ' s order addressing COG's pool i n g 

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

8 A. Yes. We would request an expedited order, i f 

9 possible, f o r the same lease e x p i r a t i o n issues. 

10 MR. LARSON: I move the admission of COG 

11 E x h i b i t s 1, 2, 3, 4, 5, 6, and 7. 

12 EXAMINER McMILLAN: E x h i b i t s 1, 2, 3, 4, 5, 

13 6, and 7 now may be accepted as p a r t of the record. 

14 (Whereupon, COG Operating LLC's E x h i b i t s 

15 1 through 7 were o f f e r e d and accepted as pa r t of the 

16 record.) 

17 MR. LARSON: And I pass the witness. 

18 EXAMINATION BY EXAMINER McMILLAN 

19 EXAMINER McMILLAN: The f i r s t question I got 

20 i s May the 2nd, i s t h a t a Saturday? 

21 MR. LARSON: I be l i e v e i t was. 

22 EXAMINER McMILLAN: Okay. So — 

23 MS. MARKS: I was t r y i n g t o b r i n g up my 

24 calendar on the phone and I couldn't. 

25 EXAMINER McMILLAN: Because, t e c h n i c a l l y , 
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1 today would be nine business days. 

2 MS. MARKS: 19.15.4.12(b). 

3 EXAMINER McMILLAN: Such proof s h a l l 

4 consist of a copy of a l e g a l advertisement t h a t was 

5 published at l e a s t ten business days before the hearing 

6 i n a newspaper of general c i r c u l a t i o n " which was the 

7 Hobbs Sun News — " i n the county or counties i n which 

8 the property i s located, or, i f the a p p l i c a n t 1 s e f f e c t 

9 i s statewide, i n a newspaper of general c i r c u l a t i o n i n 

10 t h i s s t a t e together w i t h a newspaper's a f f i d a v i t of 

11 p u b l i c a t i o n . " 

12 So the 2nd i s r e a l l y not the important date, 

13 because i t ' s a Saturday. Monday would be the s t a r t . I 

14 t h i n k you're o f f a day. 

15 MR. LARSON: Mr. Examiner, we made the 

16 request e a r l i e r t h a t week. That was the f i r s t day t h a t 

17 they could get the n o t i c e i n the paper. 

18 EXAMINER McMILLAN: As I'm reading the 

19 r e g u l a t i o n s , i t ' s saying i t i s ten business days, and 

20 you are on the n i n t h today. 

21 MR. LARSON: I understand. And we were 

22 watching the green cards as they were coming back w i t h 

23 the c e r t i f i e d l e t t e r s and we r e a l i z e d we needed t o 

24 p u b l i s h . So there was a timeframe there from the time 

2 5 we sent out the n o t i c e l e t t e r s ; t h a t i s the day i t was 
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1 published. 

2 EXAMINATION BY EXAMINER McMILLAN 

3 EXAMINER McMILLAN: Okay. Let's see. I s 

4 i t fee and s t a t e or j u s t fee? 

5 THE WITNESS: Just fee. 

6 EXAMINER McMILLAN: And i t ' s f o r a l l the 

7 Bone Spring, correct? 

8 THE WITNESS: Correct. 

9 EXAMINER McMILLAN: I r e a l l y have no f u r t h e r 

10 questions at t h i s time. 

11 MR. LARSON: I have no f u r t h e r questions, 

12 e i t h e r . 

13 EXAMINER McMILLAN: Thank you. 

14 MR. LARSON: May I proceed? 

15 EXAMINER McMILLAN: Yes. Go ahead. 

16 CARRIE M. MARTIN 

17 having f i r s t been duly sworn, was examined and t e s t i f i e d 

18 as f o l l o w s : 

19 DIRECT EXAMINATION 

20 BY MR. LARSON 

21 Q. Ms. Martin, would you please s t a t e your complete 

22 name f o r the record. 

23 A. Carrie M. Mar t i n . 

24 Q. And where do you reside? 

25 A. Midland, Texas. 
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1 Q. And by whom are you employed and i n what 

2 capacity? 

3 A. COG Operating as a g e o l o g i s t . 

4 Q. And what i s the focus of your r e s p o n s i b i l i t i e s as 

5 a ge o l o g i s t at COG? 

6 A. A l l g e o l o g i c a l matters r e l a t e d t o southern Lea 

7 County. 

8 Q. And are you f a m i l i a r w i t h the g e o l o g i c a l aspect 

9 of the proposed Coachman Fee Com No. 4H w e l l and the 

10 matters addressed i n COG's a p p l i c a t i o n ? 

11 A. Yes. 

12 Q. And have you p r e v i o u s l y t e s t i f i e d at a D i v i s i o n 

13 hearing? 

14 A. Yes. 

15 Q. During t h a t hearing, d i d the Examiner accept your 

16 q u a l i f i c a t i o n s as an expert i n petroleum geology? 

17 A. Yes. 

18 MR. LARSON: Mr. Examiner, I move f o r 

19 Ms. Martin's q u a l i f i c a t i o n s as an expert petroleum 

2 0 ge o l o g i s t t o be accepted f o r the purposes of t h i s 

21 hearing. 

22 EXAMINER McMILLAN: So accepted. 

23 Q. Ms. Marti n , were you involved i n COG's ev a l u a t i o n 

24 of the prospects f o r Coachman Fee Com No. 4H well? 

25 A. Yes. 
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1 Q. Does COG have any experience w i t h T h i r d Bone 

2 Spring w e l l s i n the area of the proposed Coachman well? 

3 A. Yes. We have d r i l l e d a number of wel l s j u s t 

4 across the s t a t e l i n e i n Texas. 

5 Q. And have those T h i r d Bone Spring w e l l s across the 

6 s t a t e l i n e been productive? 

7 A. Yes. 

8 Q. And what was your assessment of the prospects f o r 

9 the Coachman Fee on the New Mexico side of the s t a t e 

10 l i n e ? 

11 A. The geology around the Coachman Fee Com No. 4H i s 

12 s i m i l a r t o what we see across the s t a t e l i n e i n Texas. 

13 Q. Could you i d e n t i f y the document marked as E x h i b i t 

14 No. 8? 

15 A. This i s a s t r u c t u r e map of the T h i r d Bone Spring 

16 Sand w i t h a 50-foot contour i n t e r v a l . The dashed l i n e 

17 i s the l o c a t i o n of the Coachman Fee Com No. 4H proposed 

18 l o c a t i o n . And the red dot shows a re g i o n a l type log f o r 

19 the area. 

20 Q. And d i d you prepare t h i s document? 

21 A. Yes. 

22 Q. And what r o l e d i d the s t r u c t u r e map have i n your 

23 g e o l o g i c a l analysis of the prospects f o r the Coachman 

24 well? 

25 A. This shows t h a t we had no s t r a t o g r a p h i c 
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1 pinch-outs i n the area, no f a u l t i n g i n the area, and no 

2 ge o l o g i c a l impediments t o d r i l l i n g a h o r i z o n t a l w e l l . 

3 Q. And what other w e l l s i n the area at the proposed 

4 Coachman w e l l d i d you look at? 

5 A. I looked a t a l l a v a i l a b l e r e g i o n a l w e l l s i n the 

6 area, and t h a t t h i s i s s i m i l a r t o what we see i n the 

7 Coachman Fee Com No. 4H. 

8 Q . I next ask you to i d e n t i f y the document marked as 

9 E x h i b i t No. 9. 

10 A. This i s the type l o g f o r the area around the 

11 Coachman Fee Com No. 4H, showing the top of the T h i r d 

12 Bone Spring Sand and the base of the T h i r d Bone Spring 

13 Sand, which i s the top of the Wolf Camp Formation. 

14 Q. And d i d you prepare t h i s document? 

15 A. Yes. 

16 Q. And what r o l e d i d t h i s document have i n your 

17 analysis of the prospects f o r the Coachman Fee Com No. 

18 4H well? 

19 A. This shows t h a t the -- t h i s type l o g i s 

20 r e p r e s e n t a t i v e of the T h i r d Bone Spring i n the area. 

21 Q. And could you next i d e n t i f y the document marked 

22 as E x h i b i t 10. 

23 A. This i s a w e l l plan diagram f o r the Coachman Fee 

24 Com No. 4H. 

25 Q. And d i d you p r e p a r e t h i s document? 
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1 A. Yes. 

2 Q. And w i l l the completed Coachman Fee Com No. 4H 

3 w e l l comply w i t h the D i v i s i o n setback requirements? 

4 A. Yes. 

5 Q. And i n your opinion, w i l l the w e l l be productive 

6 a long the e n t i r e length of the completed i n t e r v a l ? 

7 A. Yes. 

8 Q. And i n your opinion, w i l l the g r a n t i n g of COG1s 

9 a p p l i c a t i o n serve the i n t e r e s t s of conservation and the 

10 p r e s e r v a t i o n [ s i c ] of waste? 

11 A. Yes. 

12 MR. LARSON: Mr. Examiner, I move the 

13 admission of COG E x h i b i t s 8, 9, and 10. 

14 EXAMINER McMILLAN: E x h i b i t s 8, 9, and 10 

15 may be accepted as p a r t of the record. 

16 (Whereupon, COG Operating LLC's E x h i b i t s 8, 

17 9, and 10 were o f f e r e d and accepted as p a r t of the 

18 record.) 

19 EXAMINATION BY EXAMINER McMILLAN 

20 EXAMINER McMILLAN: When you looked at an 

21 isopach, d i d you see any v a r i a t i o n or i s i t the same? 

22 THE WITNESS: This whole area has s i m i l a r 

23 thickness w i t h i n the T h i r d Bone Spring Sand. 

24 EXAMINER McMILLAN: I have no f u r t h e r 

25 questions at t h i s time. 
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Case No. 15296 w i l l be continued u n t i l 

May 2 8th f o r d e f e c t i v e n o t i c e . 

MR. LARSON: I s t h a t the p u b l i c a t i o n notice? 

EXAMINER McMILLAN: Yes. 

MR. LARSON: Thank you. 

EXAMINER McMILLAN: Thank you very much now. 

What we are going t o do now i s we are going 

t o take about a five-minute break. And I bel i e v e then 

we w i l l hear the Devon case. Thank you. 

(Time noted 9:00 a.m.) 
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