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WHEREUPON, the f o l l o w i n g proceedings were had a t 

1:48 p.m.: 

EXAMINER ASHLEY: At t h i s time the D i v i s i o n c a l l s 

Case 12,454, A p p l i c a t i o n of EOG Resources, I n c . , f o r 

compulsory p o o l i n g and a nonstandard spacing and p r o r a t i o n 

u n i t , Eddy County, New Mexico. C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. We represent EOG Resources, I n c . , i n 

t h i s matter, and I have two witnesses. 

EXAMINER ASHLEY: A d d i t i o n a l appearances? 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

i n a s s o c i a t i o n w i t h Tom K e l l a h i n of K e l l a h i n and K e l l a h i n 

of Santa Fe, representing — e n t e r i n g an appearance on 

behalf of P h i l l i p s Petroleum Company. I have no witnesses. 

EXAMINER ASHLEY: A d d i t i o n a l appearances? 

W i l l the witnesses please r i s e t o be sworn in? 

(Thereupon, the witnesses were sworn.) 

EXAMINER ASHLEY: Mr. Carr? 

PATRICK J. TOWER, 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the record, please? 

STEVEN T. BRENNER, CCR 
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A. P a t r i c k J. Tower. 

Q. Where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. EOG Resources, Inc. 

Q. Mr. Tower, what i s your p o s i t i o n w i t h EOG 

Resources, Inc.? 

A. P r o j e c t landman. 

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

D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum land matters accepted 

and made a matter of record? 

A. Yes. 

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 

t h i s case? 

A. Yes. 

Q. Are you f a m i l i a r w i t h the s t a t u s of the lands i n 

the s u b j e c t area? 

A. Yes, I am. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER ASHLEY: They are. 

Q. (By Mr. Carr) Mr. Tower, would you b r i e f l y 

STEVEN T. BRENNER, CCR 
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summarize f o r the Examiner what i t i s t h a t EOG Resources, 

I n c . , seeks w i t h t h i s A p p l i c a t i o n ? 

A. Yes, EOG seeks an order p o o l i n g a l l minerals from 

a depth of 3100 f e e t subsurface t o the top hundred f e e t of 

the M i s s i s s i p p i a n Chester formation under the n o r t h - h a l f 

e q u i v a l e n t of Section 7, Township 17 South, Range 29 East 

i n Eddy County, n o r t h h a l f t o form a 292.32-acre 

nonstandard u n i t f o r a l l pools and formations developed on 

32 0-acre spacing, which includes the Undesignated South 

Empire-Morrow Gas Pool and the Undesignated North Empire 

Atoka Gas Pool, and the northwest q u a r t e r f o r a l l pools and 

formations developed 160-acre spacing, which would include 

the V a n d e g r i f f Keyes-Queen Gas Pool. 

MR. CARR: May i t please the Examiner, both of 

these are nonstandard u n i t s . Both of them are w i t h i n the 

t o l e r a n c e provided f o r i n Rule 104.D.(2)(a), and they are 

the r e s u l t of a v a r i a t i o n i n the US Public Land Survey. 

Q. (By Mr. Carr) Mr. Tower, t o what w e l l do you 

propose t o dedicate these proposed spacing and p r o r a t i o n 

u n i t s ? 

A. To EOG's Warp Speed 7 Federal Com Number 1 w e l l . 

Q. And where w i l l t h a t w e l l be d r i l l e d ? 

A. At a standard l o c a t i o n , 1980 f e e t from the n o r t h 

l i n e and 800 f e e t from the west l i n e i n the southwest 

q u a r t e r of the northwest quarter of U n i t E of Section 7. 
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Q. Mr. Tower, l e t ' s go t o what has been marked f o r 

i d e n t i f i c a t i o n as EOG E x h i b i t Number 1. Would you i d e n t i f y 

t h a t and review the i n f o r m a t i o n thereon? 

A. E x h i b i t Number 1 i s a land p l a t d e p i c t i n g the 

area f o r the Warp Speed. The red o u t l i n e shows the spacing 

u n i t , 320-acre spacing — or 300 — excuse me, 292.32-acre 

spacing u n i t , t o be dedicated t o t h i s w e l l . And the red 

dot shows the proposed l o c a t i o n w i t h the a d d i t i o n a l land 

data behind i t , showing the ownership i n the area. 

Q. And what i s the primary o b j e c t i v e i n t h i s w e ll? 

A. The primary o b j e c t i v e i s the Morrow f o r m a t i o n . 

Q. Let's go t o E x h i b i t Number 2. Would you e x p l a i n 

what t h i s i s , please? 

A. E x h i b i t Number 2 i s d e p i c t s the i n t e r e s t s t h a t 

are not v o l u n t a r i l y committed t o t h i s spacing u n i t a t t h i s 

time, which as you w i l l see i s one p a r t y , being P h i l l i p s 

Petroleum Company. And t h e i r working i n t e r e s t percentage 

i n t h i s 3 2 0-acre spacing u n i t — or, excuse me, the spacing 

u n i t — i s roughly 58, 59 percent, w i t h the decimal shown 

t h e r e on the e x h i b i t . 

Q. And EOG owns the other 41, approximately? 

A. EOG owns the remaining i n t e r e s t , yes. 

Q. What i s your understanding of the s t a t u s of the 

P h i l l i p s i n t e r e s t i n t h i s acreage? 

A. P h i l l i p s ' i n t e r e s t a t t h i s p o i n t , they are i n the 
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process of t r y i n g t o s e l l t h i s i n t e r e s t t o t h i r d p a r t i e s . 

They have no trades a t hand, i n d i c a t i n g they d i d not -- are 

not ready t o do anything — or — but they are i n the 

process of t r y i n g t o trade t h i s acreage. 

Q. Has EOG Resources d r i l l e d other Morrow w e l l s i n 

t h i s area? 

A. Yes, we have. 

Q. Let's go t o E x h i b i t Number 3. Would you i d e n t i f y 

t h a t and review the i n f o r m a t i o n on the e x h i b i t ? 

A. E x h i b i t Number 3 i s the w e l l cost estimate or the 

AFE f o r t h i s Warp Speed w e l l , showing i t ' s t o be d r i l l e d as 

a 10,800-foot Morrow gas w e l l , w i t h the estimated dryhole 

cost a t $454,100 and the completed w e l l cost estimated t o 

be $842,700. 

Q. Are these costs i n l i n e w i t h the costs a c t u a l l y 

i n c u r r e d by EOG i n d r i l l i n g s i m i l a r w e l l s i n the area? 

A. Yes, they are. 

Q. I n your o p i n i o n , have you made a good f a i t h 

e f f o r t t o o b t a i n the v o l u n t a r y p a r t i c i p a t i o n of P h i l l i p s i n 

t h i s w e l l ? 

A. Yes, we have. 

Q. Would you summarize your e f f o r t s ? 

A. Yes. I f we could go t o E x h i b i t Number 4, i t i s a 

grouping of the correspondence i n d e a l i n g w i t h P h i l l i p s . 

The date of f i r s t contact, y o u ' l l n o t i c e , i s on January 
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21st of the year 2000. And i t ' s a c t u a l l y done through an 

independent landman, Frank Nix, and a t l a t e r dates EOG 

stepped i n t o h i s p o s i t i o n . 

And you w i l l note subsequent t o t h i s t he w e l l 

proposal i n May 23rd, and i n a subsequent correspondence, 

J u l y 6 t h , and the r e have been approximately — oh, I would 

say t e n d i f f e r e n t conversations w i t h P h i l l i p s , and a c t u a l l y 

some meetings i n v o l v i n g EOG personnel and P h i l l i p s 

r e g a r d i n g not nec e s s a r i l y j u s t t h i s general w e l l , but the 

general area. 

So th e r e have been a s u b s t a n t i a l amount of 

conversations concerning t h i s . 

Q. At t h i s time i n your o p i n i o n , i s t h e r e any 

p o s s i b i l i t y t h a t P h i l l i p s w i l l v o l u n t a r i l y p a r t i c i p a t e i n 

t h i s w e l l ? 

A. They have advised us t h a t ' s not l i k e l y t o be the 

case on P h i l l i p s ' p a r t . 

Q. I s E x h i b i t Number 5 a copy of an a f f i d a v i t w i t h 

attached l e t t e r s c o n f i r m i n g t h a t n o t i c e of t h i s A p p l i c a t i o n 

and hearing have been provided t o P h i l l i p s i n accordance 

w i t h the r u l e s and r e g u l a t i o n s of the O i l Conservation 

D i v i s i o n ? 

A. Yes, i t i s . 

Q. Have you made an estimate of the overhead and 

a d m i n i s t r a t i v e costs t o be i n c u r r e d w h i l e d r i l l i n g the w e l l 
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and al s o w h i l e producing i t , i f i t i s successful? 

A. Yes, we have. 

Q. And what are those f i g u r e s ? 

A. We're recommending, pursuant t o the 2 000 Ernst 

and Young survey, t o use a d r i l l i n g w e l l r a t e of $5938 and 

a producing w e l l r a t e of $650, and t h i s i s a r r i v e d a t from 

the t h i r d q u a r t i l e of t h a t survey. 

Q. So you're l o o k i n g a t the new 2 000 survey, Ernst 

and Young 2 000 survey? 

A. Yes. 

Q. And you're recommending the use of the t h i r d 

q u a r t i l e ? 

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

Q. Why are you recommending the use of the t h i r d 

q u a r t i l e ? 

A. This survey d i f f e r i n g from past Ernst and Young 

where they grouped i t by w e l l c l a s s i f i c a t i o n and by, I 

b e l i e v e , depth. This one i s a c u l m i n a t i o n of a l l w e l l s . 

And i f y o u ' l l — For New Mexico i t r e f e r s t o a l l counties, 

3140 w e l l s . 

And i f y o u ' l l note, even i f you go back t o 

E x h i b i t 1, t h i s i s an i d e a l case i n p o i n t . The m a j o r i t y of 

w e l l s i n the survey are going t o be shallow. They don't 

d i f f e r e n t i a t e , even throwing i n j e c t i o n w e l l s i n t o t h i s 

survey. 
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Therefore, i f you n o t i c e even on our p l a t , most 

of the w e l l s depicted are shallow, Grayburg, Yates, San 

Andres. There's not t h a t many deep w e l l s , which i s 

somewhat r e p r e s e n t a t i v e of the survey, where the costs i n 

t h a t t h i r d q u a r t i l e would be more r e p r e s e n t a t i v e of a deep 

Morrow gas w e l l . 

Q. Do you recommend t h a t these f i g u r e s be 

inc o r p o r a t e d i n t o any order which r e s u l t s from today's 

hearing? 

A. Yes, I do. 

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

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

A. Yes, they were. 

Q. W i l l EOG also be c a l l i n g a g e o l o g i c a l witness t o 

review the r i s k p o r t i o n s of t h i s case? 

A. Yes. 

MR. CARR: At t h i s time, Mr. Examiner, we would 

move the admission i n t o evidence of EOG E x h i b i t s 1 through 

5. 

EXAMINER ASHLEY: E x h i b i t s 1 through 5 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Tower. 

EXAMINER ASHLEY: Mr. Bruce? 

MR. BRUCE: No questions. 

STEVEN T. BRENNER, CCR 
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EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Tower, do you have a secondary t a r g e t ? 

A. I ' l l t e l l you what, i f i t ' s a l l r i g h t , I might 

de f e r and l e t the g e o l o g i s t get i n t o t h a t . 

Q. That sounds f i n e . 

I s t h i s an i n f i l l w e l l on t h i s 320? 

A. No, i t i s n ' t . This i s the i n i t i a l w e l l . 

EXAMINER ASHLEY: Thank you, I have no t h i n g 

f u r t h e r . 

MR. CARR: Mr. Examiner, a t t h i s time we c a l l 

Barry Zinz. 

BARRY L. ZINZ. 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARR: 

Q. Would you s t a t e your name f o r the re c o r d , please? 

A. Barry L. Zinz. 

Q. Where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. EOG Resources, Inc. 

Q. What i s your p o s i t i o n w i t h EOG Resources, Inc. ? 

A. Geologist. 

STEVEN T. BRENNER, CCR 
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Q. Mr. Zinz, have you p r e v i o u s l y t e s t i f i e d before 

t h i s D i v i s i o n and had your c r e d e n t i a l s as an expert witness 

i n petroleum geology accepted and made a matter of record? 

A. Yes, I have. 

Q. Have you made a g e o l o g i c a l study of the area 

which i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes, s i r . 

Q. Are you prepared t o share the r e s u l t s of t h a t 

work w i t h Mr. Ashley? 

A. Yes, s i r . 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER ASHLEY: They are. 

Q. (By Mr. Carr) Mr. Zinz, what i s the primary 

o b j e c t i v e i n t h i s well? 

A. The Morrow sands. 

Q. Are there secondary o b j e c t i v e s ? 

A. R e f e r r i n g back t o the question you asked Pat, the 

l a s t e x h i b i t t h a t I ' l l show w i l l cover t h a t . I t w i l l show 

the producing r e s e r v o i r s w i t h i n the area. The Atoka could 

p o s s i b l y be an o b j e c t i v e , as w e l l as the Strawn. 

Q. Let's go t o what has been marked f o r 

i d e n t i f i c a t i o n as EOG E x h i b i t Number 6. Would you f i r s t 

j u s t i d e n t i f y what t h i s e x h i b i t i s ? 

A. E x h i b i t 6 i s a s t r u c t u r e map on the lower Morrow 
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marker as we see i t . Also i t shows the p r o r a t i o n u n i t 

o u t l i n e d i n r e d , shows t h e Warp Speed l o c a t i o n . 

Note, i f you would, there's an e r r o r t h e r e t h a t 

w i l l show up on a l l these maps. I t says 10,300 underneath 

the l o c a t i o n , and the depth t h a t we're d r i l l i n g the w e l l t o 

i s 10,800. 

Also shown on the map i s a l i n e of c r o s s - s e c t i o n , 

s t r a t i g r a p h i c c ross-section A-A'. Again, the s t r u c t u r e map 

d e p i c t s r e g i o n a l d i p t o the southeast w i t h some occasional 

s t r u c t u r a l nosing i n the area. 

Q. A l l r i g h t , l e t ' s go t o the c r o s s - s e c t i o n A-A'. 

The t r a c e i s on the preceding e x h i b i t , and I ' d ask you t o 

review the i n f o r m a t i o n on t h i s e x h i b i t . 

A. The f o u r - w e l l c r o s s - s e c t i o n , what I would l i k e t o 

demonstrate w i t h the cross-section s t a r t s up t o the 

northwest and works i t s way down t o the southeast. 

The l a t e s t w e l l d r i l l e d i n the area, by Mewbourne 

O i l and Gas, i s the t h i r d w e l l on the c r o s s - s e c t i o n from 

the l e f t . I t ' s the Empire 7 Fed Number 1. They o f f s e t the 

General American Green "B" w e l l . And on the i n f o r m a t i o n 

t h a t I have, I know they completed i t as a gas w e l l i n the 

Morrow, but I have no i n f o r m a t i o n , r e a l l y , r e l a t i n g t o what 

i n t e r v a l s they p e r f o r a t e d . But I do know t h a t i t i s a gas 

w e l l . That's the l a t e s t w e l l t h a t ' s been d r i l l e d i n the 

area. And our proposed l o c a t i o n w i l l be northwest of t h a t 
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newest w e l l . 

Also on the cross-section what I ' d l i k e t o p o i n t 

out i s the f a c t t h a t i n the w e l l s up t o the n o r t h , 

northwest, you have a t h i n Morrow i n t e r v a l . The Morrow 

i n t e r v a l would be represented on the c r o s s - s e c t i o n from 

middle Morrow down t o t h a t wavy l i n e t h e r e , B a r n e t t , which 

i s the e r o s i o n a l unconformity t h a t we p i c k i n the area. 

Also the datum t h a t the c r o s s - s e c t i o n i s hung on 

i s t he lower Morrow, which i s E x h i b i t 6. That's what t h a t 

s t r u c t u r e map i s on. And n o t i c e t h a t when you get down t o 

the southwest — excuse me, the southeast, the l a s t w e l l on 

the c r o s s - s e c t i o n , the Morrow i s considerably t h i c k e r , and 

there's where you developed your sands t h a t are producing. 

And the t a r g e t s t h a t we're a f t e r w i l l be the both middle 

and lower Morrow i n t e r v a l s t h a t show up on the cross-

s e c t i o n . 

As f a r as a secondary i n t e r v a l , i f you go back t o 

the c r o s s - s e c t i o n — and i t ' s the f i r s t w e l l on the cross-

s e c t i o n , on the f a r l e f t — you can see t h a t w e l l was 

a c t u a l l y p e r f o r a t e d i n the Atoka. There's a sand t h e r e , 

and they made a l i t t l e b i t of gas out of t h a t . So 

t h e r e f o r e we consider t h a t sand also an o b j e c t i v e . 

Q. Let's go t o the Morrow gross isopach, E x h i b i t 

Number 8. 

A. E x h i b i t 8 i s a gross isopach of the Morrow 
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i n t e r v a l . Again, on the cross-section i t goes from t h a t 

marker c a l l e d the middle Morrow down t o the B a r n e t t , and 

you can see t h a t the w e l l s up t o the n o r t h are t h i n , the 

w e l l s down t o the south are t h i c k . 

The Green "B" w e l l , which i s the best producer 

t h a t our l o c a t i o n i s c l o s e s t t o , i s 228 f e e t t h i c k , and 

I've p o s t u l a t e d running through t h e r e one of these 

e r o s i o n a l v a l l e y s . That's what we look f o r , the erosion of 

the M i s s i s s i p p i a n Barnett, subsequently f i l l e d i n w i t h 

Morrow sediments, and h o p e f u l l y t h e y ' l l be gas-bearing sand 

r e s e r v o i r s . 

Q. What i s E x h i b i t 9? 

A. E x h i b i t 9 i s a net Morrow sand isopach which i s 

based on a gamma-ray c u t o f f . I've also used p i c k i n g sands 

on the logs where I've had neutron d e n s i t y , newer logs w i t h 

P curves, crossover e f f e c t on the neutron d e n s i t y t o a r r i v e 

a t these values f o r each w e l l . And you can see t h a t the 

newest w e l l t h a t was d r i l l e d i n the area, t h a t Empire 7 Fed 

by Mewbourne, had 13 f e e t of sand, as opposed t o the b e t t e r 

w e l l i n t h e r e t h a t had 44 f e e t of t o t a l sand. 

And again, I've p o s t u l a t e d t h a t w i t h i n the 

e r o s i o n a l t h i c k , the sands w i l l get t h i c k e r a t our proposed 

l o c a t i o n , and as a r e s u l t w e ' l l f i n d e i t h e r the same sands 

or new sands w i t h i n t h a t cut. 

Q. When you f i n d the same sands, those sands may 
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have been drained by the o f f s e t t i n g development, c o r r e c t ? 

A. There's a good chance t h a t i t w i l l be pressure-

a f f e c t e d . Like I say, I do not know the r e s u l t s of the 

Mewbourne w e l l , but i f you look on the c r o s s - s e c t i o n , they 

do have s i m i l a r i n t e r v a l s . Yet the sand q u a l i t y appears t o 

be much poorer, don't meet my c u t o f f s t h a t I used t o map 

w i t h . As a r e s u l t , the sand d i f f e r e n c e s you see on the map 

t h e r e . 

Q. And you're r e a l l y hoping t o encounter not only 

the o l d sands, but i n t e r c e p t new, undrained p o r t i o n s of the 

r e s e r v o i r ? 

A. That would be the i d e a l s i t u a t i o n , get i n the 

deeper p a r t of the cut and encounter new sands. 

Q. Let's go t o your EUR map. Can you e x p l a i n t o the 

Examiner the purpose of t h i s e x h i b i t ? 

A. Just t o show the Morrow produ c t i o n and other 

producing zones w i t h i n the area. You can see t h a t we are 

stepping out, away from where the major producing w e l l s 

are. There's not very much w e l l c o n t r o l back up t o the 

n o r t h northwest a t a l l , so the lack of w e l l c o n t r o l t h e r e 

and p r o d u c t i o n adds t o the r i s k of t h i s l o c a t i o n . 

Q. And what do you estimate the r i s k t o be? What 

r i s k p e n a l t y do you recommend? 

A. The 200 percent. 

Q. I n your o p i n i o n , could you d r i l l a w e l l a t t h i s 
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l o c a t i o n t h a t would not be an economic success? 

A. D e f i n i t e l y . 

Q. Does EOG Resources, I n c . , seek t o be designated 

operator of the proposed well? 

A. Yes, s i r . 

Q. I n your opinion, w i l l approval of t h i s 

A p p l i c a t i o n and the d r i l l i n g of the sub j e c t w e l l be i n the 

best i n t e r e s t of conservation, the pre 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 r i g h t s ? 

A. I b e l i e v e i t w i l l . 

Q. Were E x h i b i t s 6 through 10 prepared by you? 

A. Yes, s i r . 

MR. CARR: At t h i s time, Mr. Ashley, we move the 

admission i n t o evidence of EOG Resources, I n c . , E x h i b i t s 6 

through 10. 

EXAMINER ASHLEY: E x h i b i t s 6 through 10 w i l l be 

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Zinz. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Zinz, the w e l l s t h a t you have on here are 

spotte d as o i l wells? 

A. They're workovers. 

Q. Okay. 
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A. Plugged back. 

Q. Plugged back from the Morrow? 

A. Yes. A l l the w e l l s you see on your maps i n f r o n t 

of you t h e r e penetrated the Morrow. 

Q. Okay. 

A. They're deep w e l l s , as opposed — I f you look a t 

E x h i b i t 1, back a t the land p l a t , you can see a l l the w e l l s 

t h a t are a c t u a l l y i n the area. 

Q. Okay, f o r example i n s e c t i o n — I guess Section 

18. 

A. Okay. 

Q. — the 10 B — 

A. Yes, s i r . 

Q. — t h a t shows t h a t t h a t d i d produce 3.2 B from 

the Morrow? 

A. Yes. 

Q. And what's t h a t c u r r e n t l y completed in? 

A. I t ' s c u r r e n t l y completed i n Queen, Grayburg — 

Q. Okay. 

A. I t ' s the shallow Permian s t u f f . 

Q. Okay. 

A. And the same goes f o r t h a t 12 B down t h e r e . 

Q. Okay. 

A. Mewbourne also d r i l l e d — they were able t o d r i l l 

another gas w e l l t h a t shows t h a t recent completion t h e r e i n 
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the southeast of 18. They j u s t o f f s e t a plugged-out Morrow 

w e l l t h e r e . 

EXAMINER ASHLEY: I have nothing f u r t h e r . Thank 

you. 

MR. CARR: That concludes our p r e s e n t a t i o n i n 

t h i s case. 

(Thereupon, these proceedings were concluded a t 

2:13 p.m.) 

* * * 

heard by me on 7 - /" 00 J ^ - ' 
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