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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

APPLICATION OF EOG RESOURCES, INC., 
FOR COMPULSORY POOLING, LEA COUNTY, 
NEW MEXICO 

CASE NO. 1 2 , 6 1 1 

ORIGINAL 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: MICHAEL E. STOGNER, Hearing Examiner 

March 8th, 2 001 

Santa Fe, New Mexico <"x> 

This matter came on f o r hearing before the Wew 

cn 

Mexico O i l Conservation D i v i s i o n , MICHAEL E. STOGNER, 

Hearing Examiner, on Thursday, March 8th, 2001, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

1220 South Saint Francis Drive, Room 102, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:15 a.m.: 

EXAMINER STOGNER: C a l l t h i s hearing t o order, 

and a t t h i s time I ' l l c a l l Case Number 12,611, which i s the 

A p p l i c a t i o n of EOG Resources f o r compulsory p o o l i n g , Lea 

County. 

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 law f i r m Holland and Hart, L.L.P. 

We represent EOG Resources, and I have two witnesses. 

EXAMINER STOGNER: Any other appearances? 

W i l l the witnesses please stand t o be sworn? 

(Thereupon, the witnesses were sworn.) 

MR. CARR: At t h i s time we c a l l L a r r y Cunningham. 

LARRY D. CUNNINGHAM, 

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 f u l l name and place of 

residence? 

A. Larry D. Cunningham, I'm located i n Midland, 

Texas. 

Q. For whom do you work? 

A. EOG Resources, Inc. 
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Q. What i s your j o b w i t h EOG? 

A. P r o j e c t landman. 

Q. Mr. Cunningham, have you p r e v i o u s l y t e s t i f i e d 

before the O i l Conservation D i v i s i o n ? 

A. Yes. 

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

A. Yes. 

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

acceptable? 

EXAMINER STOGNER: They are. 

Q. (By Mr. Carr) Mr. Cunningham, would you 

i n i t i a l l y summarize f o r Mr. Stogner what i t i s t h a t EOG 

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

A. Mr. Examiner, we are seeking the order p o o l i n g 

a l l minerals from the surface t o the top 100 f e e t of the 

M i s s i s s i p p i a n formation under the west h a l f of Section 7, 

Township 24 South, Range 3 4 East, Lea County, New Mexico. 
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This u n i t i s t o be dedicated t o our B e l l Lake U n i t Well 

Number 8, t o be d r i l l e d a t a standard l o c a t i o n of 1980 f e e t 

from the n o r t h l i n e and 660 f e e t from the west l i n e i n U n i t 

E of Section 7. 

Q. And you're only seeking the p o o l i n g of formations 

developed on 320 acres? 

A. Yes, s i r , t h a t ' s c o r r e c t . 

Q. Let's go t o what has been marked as EOG E x h i b i t 

Number 1. Would you i d e n t i f y and review t h i s , please? 

A. Yes, s i r , t h a t ' s a land map. The o u t l i n e of the 

p r o r a t i o n u n i t f o r t h i s w e l l i s o u t l i n e d i n red. The 

l o c a t i o n f o r the w e l l i s located w i t h a red dot, and i t 

shows the ownership of the lands i n the p r o r a t i o n u n i t and 

the surrounding 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 l l ? 

A. The South B e l l Lake-Morrow Gas Pool. 

Q. Let's go t o E x h i b i t Number 2, would you i d e n t i f y 

and review t h i s ? 

A. E x h i b i t Number 2 i s a summary of the working 

i n t e r e s t ownership i n the p r o r a t i o n u n i t f o r t h i s w e l l . I t 

shows EOG Resources, Inc., w i t h 30.997793 percent; 

ExxonMobil Corporation w i t h 4.350210 percent; Brady Lowe, 

Trustee of the Brady Lowe Family Trust w i t h 1.259214 

percent; the Bass f a m i l y e n t i t i e s comprising 7.326338 

percent; and Kaiser-Francis O i l Company w i t h 56.066455 
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percent. 

Q. And what i s the s t a t u s of the acreage commitment 

at t h i s time? 

A. We have committed EOG1s 30.997793 percent. We 

have agreement w i t h ExxonMobil Corporation whereby they 

w i l l g r ant EOG a term assignment, and we are c u r r e n t l y 

w a i t i n g on paperwork t o be completed f o r t h a t . 

The i n t e r e s t of Bass, we have an i n d i c a t i o n t h a t 

they would l i k e t o p a r t i c i p a t e , and we're w a i t i n g on 

paperwork from them so we can dismiss them from t h i s case. 

And Kaiser-Francis O i l has i n d i c a t e d they do not 

want t o p a r t i c i p a t e , and we have received no w r i t t e n 

v e r i f i c a t i o n , only v e r b a l . 

Q. Brady Lowe, what i s the s t a t u s of t h a t i n t e r e s t ? 

A. Brady Lowe, the i n i t i a l i n d i c a t i o n on one of the 

r e t u r n s of our i n i t i a l l e t t e r s was t h a t they d e s i r e d not t o 

p a r t i c i p a t e . They d i d not o f f e r any o p p o r t u n i t y f o r a 

farmout or term assignment and, as of t h i s p o i n t , have not 

come up w i t h anything they would l i k e t o do other than be 

fo r c e pooled. 

Q. Now, Mr. Cunningham, l e t ' s go t o EOG E x h i b i t 

Number 3, the correspondence, and I would ask you t o r e f e r 

t o t h i s m a t e r i a l and review your e f f o r t s t o reach v o l u n t a r y 

agreements f o r the development of t h i s 320-acre spacing 

u n i t . 
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A. The f i r s t proposal f o r t h i s w e l l was mailed out 

November 29th of 2000. P r i o r t o t h a t we had had numerous 

telephone conversations w i t h the p a r t i e s , t r y i n g t o e i t h e r 

acquire farmouts or term assignments. Again, on November 

29th, 2000, we proposed the w e l l along w i t h an AFE and a 

j o i n t o p e r ating agreement f o r the w e l l . 

Subsequent t o t h a t , i n numerous other telephone 

conversations, we amended the w e l l l o c a t i o n t o become an 

orthodox l o c a t i o n a t the 1980 footage mark. 

We sent out another l e t t e r on January 12th of 

2001 where the l o c a t i o n was amended, and again requested 

p a r t i c i p a t i o n or farmout term assignments. 

Then again on February 27th, 2 001, we again sent 

out a l e t t e r requesting p a r t i c i p a t i o n or some form of t r a d e 

t o get t h i s w e l l moving along. 

Q. At t h i s time, the working i n t e r e s t committed t o 

the w e l l i s j u s t the EOG 3 0.99 percent? 

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

Q. You p r e v i o u s l y i n d i c a t e d the s t a t u s of the Bass 

and the other — and the Exxon i n t e r e s t t h a t you b e l i e v e 

w i l l u l t i m a t e l y be committed t o the well? 

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

Q. Let's go t o what has been marked as EOG E x h i b i t 

Number 4, the AFE. Would you i d e n t i f y and review t h a t ? 

A. Yes, s i r , t h a t ' s an AFE t h a t has the w e l l 

STEVEN T. BRENNER, CCR 
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l o c a t i o n , the depth t o be d r i l l e d t o 14,500 f e e t . The 

estimated cost f o r d r i l l i n g t o t o t a l depth i s $1,419,625. 

Cost f o r completion i s estimated a t $557,500, f o r a t o t a l 

completed w e l l cost of $1,977,125. 

Q. EOG has d r i l l e d other Morrow w e l l s i n the area? 

A. Yes, s i r , we have, and we — 

Q. Are these costs c o n s i s t e n t w i t h what i s charged 

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

A. Yes, s i r . 

Q. The date on the AFE i s March the 2nd, 2 001. This 

i s o bviously not the AFE p r e v i o u s l y submitted t o the 

working i n t e r e s t owners; i s t h a t r i g h t ? 

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

Q. And how does t h i s compare t o the e a r l i e r AFE? 

A. I t i s a l i t t l e b i t lower. There was a change i n 

the estimated amount of days r e q u i r e d t o perform the 

d r i l l i n g . 

Q. And these numbers are, i n f a c t , accurate and 

would be the numbers upon which you would ask 

n o n p a r t i c i p a t i n g i n t e r e s t owners t o commit t o the we l l ? 

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

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 

and also w h i l e producing i t i f , i n f a c t , i t i s successful? 

A. Yes, s i r , we have an estimated cost d u r i n g 

STEVEN T. BRENNER, CCR 
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d r i l l i n g of $5800 a month and durin g p r o d u c t i o n of $580 a 

month. 

Q. Now, how do these f i g u r e s compare w i t h what i s 

being charged f o r s i m i l a r w e l l s i n t h i s area? 

A. These are a c t u a l l y a l i t t l e b i t lower. I f you go 

by the new Ernst & Young numbers which j u s t r e c e n t l y came 

out, t h e r e i s an average f o r a w e l l of t h i s depth i n New 

Mexico, would be $6750 a month f o r the d r i l l i n g and $718 a 

month on average f o r the production. 

Q. And these costs are up because of what? 

Increased r i g costs? 

A. That's b a s i c a l l y i t , and other costs. 

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

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

hearing? 

A. Yes, s i r . 

Q. I s EOG E x h i b i t Number 5 a copy of the j o i n t 

o p e r a t i n g agreement f o r t h i s well? 

A. Yes. 

Q. Does t h i s agreement provide f o r adjustment of 

overhead and a d m i n i s t r a t i v e costs pursuant t o an attached 

COPAS accounting procedure f o r j o i n t operations? 

A. Yes. 

Q. Do you request t h a t the overhead and 

a d m i n i s t r a t i v e costs set by the order which w i l l r e s u l t 

STEVEN T. BRENNER, CCR 
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from t h i s hearing also provide f o r the overhead and 

a d m i n i s t r a t i v e costs t o be adjusted i n accordance w i t h 

these COPAS procedures? 

A. Yes, s i r . 

Q. I s E x h i b i t Number 6 an a f f i d a v i t 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 hearing has been provided i n accordance w i t h 

O i l Conservation D i v i s i o n r u l e s and r e g u l a t i o n s ? 

A. Yes. 

Q. Were E x h i b i t s 1 through 6 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. 

MR. CARR: Mr. Stogner, a t t h i s time we would 

move the admission i n t o evidence of EOG Resources, I n c . , 

E x h i b i t s 1 through 6. 

EXAMINER STOGNER: E x h i b i t s 1 through 6 w i l l be 

admitted i n t o evidence. 

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

examination of Mr. Cunningham. 

EXAMINER STOGNER: Mr. Carr — 

MR. CARR: Yes. 

EXAMINER STOGNER: — I have an item here from 

Mr. K e l l a h i n — 

MR. CARR: Correct. 

EXAMINER STOGNER: — t o be made p a r t of the 

record. Do you see t h a t a copy of t h i s l e t t e r was sent t o 

STEVEN T. BRENNER, CCR 
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you? 

MR. CARR: Yes, i t was sent t o us, and I've 

discussed i t w i t h Mr. K e l l a h i n . 

EXAMINER STOGNER: Okay. Just f o r the record, a 

l e t t e r from Mr. K e l l a h i n who represents Kaiser-Francis, 

dated March 6th, t h a t was faxed t o the O i l Conservation 

D i v i s i o n on t h a t day. He i d e n t i f i e d Kaiser-Francis as an 

adversely a f f e c t e d i n t e r e s t owner t o enter an appearance i n 

t h i s matter. 

Also they go on, on page 2, Comes Kaiser-Francis 

O i l Company by i t s a t t o r n e y K e l l a h i n and K e l l a h i n and 

enters i t s appearance i n t h i s case as an i n t e r e s t p a r t y i n 

op p o s i t i o n . 

MR. CARR: Right. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Okay, so I ' l l ask you, Mr. Cunningham, what do 

you b e l i e v e your — EOG Resources' r e l a t i o n s h i p now w i t h 

Kaiser-Francis t o be i n t h i s instance? 

A. I be l i e v e t h a t Kaiser-Francis i s s t i l l i n a 

p o s i t i o n t h a t they do not want t o p a r t i c i p a t e i n t h i s 

l o c a t i o n , i n a w e l l d r i l l e d a t t h i s l o c a t i o n , and simply 

are seeking t o preserve the o p t i o n t o p a r t i c i p a t e i n a 

second w e l l t h a t might be d r i l l e d on the p r o r a t i o n u n i t a t 

a l a t e r date. 

STEVEN T. BRENNER, CCR 
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Q. Okay. Now, r e f e r r i n g t o E x h i b i t Number 1, I show 

— or i t ' s p r e t t y c l e a r t o me t h a t the n o r t h h a l f i s 

f e d e r a l acreage, but I'm not sure about what the r o y a l t y 

i n t e r e s t i s i n the south h a l f . 

A. The south h a l f i s comprised of fee leases. 

Q. Now, i n looking a t t h a t , i s Kaiser Francis's 

i n t e r e s t only i n the n o r t h h a l f ? 

A. No, s i r , they also have some i n t e r e s t under HBP 

leases i n the southwest quarter of Section 7. 

Q. Okay, how many fee leases i n the south h a l f are 

there? 

A. There are approximately 14. 

Q. Now, the name of t h i s w e l l i s the B e l l Lake U n i t . 

What's the r e l a t i o n s h i p of t h a t p r operty or t h i s p r o r a t i o n 

u n i t i n t h a t Conoco B e l l Lake Unit? 

A. The n o r t h h a l f of Section 7 i s s t i l l l o c a t e d 

w i t h i n the confines of the B e l l Lake U n i t . The south h a l f 

of Section 7 was deleted from the u n i t several years ago. 

And so since the l o c a t i o n i s on a t r a c t l o cated w i t h i n the 

B e l l Lake U n i t , we were r e q u i r e d t o name i t a B e l l Lake 

U n i t w e l l . 

Q. Do you know where the nearest p a r t i c i p a t i n g area 

f o r the Morrow production or any deep gas p r o d u c t i o n i s i n 

t h a t B e l l Lake area? 

A. Mr. Examiner, I'm not e x a c t l y sure. I know the 

STEVEN T. BRENNER, CCR 
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p a r t i c i p a t i n g area i s somewhere n o r t h of t h i s l o c a t i o n . 

I'm not e x a c t l y sure of the o u t l i n e of t h a t p a r t i c i p a t i n g 

area. 

Q. Well, I guess I'm a l i t t l e confused. Why are the 

proceeds going t o the lease, as opposed t o the u n i t , i n 

t h a t n o r t h h a l f ? 

A. I'm s o r r y , I don't f o l l o w your question. 

Q. Okay, i f t h i s i s a u n i t i z e d area, and you s a i d 

the n o r t h h a l f i s s t i l l a p a r t of t h a t u n i t , c o r r e c t ? 

A. Yes, s i r . 

Q. Why aren't the proceeds f o r t h a t n o r t h e r n p o r t i o n 

of t h i s proposed p r o r a t i o n u n i t going t o the u n i t , as 

opposed t o the lease? I t looks l i k e you've j u s t got the 

lessees' i n t e r e s t shown on here. I n t h a t — 

A. Well, I'm assuming t h a t the p a r t i c i p a t - — Yeah, 

the p a r t i e s w i t h i n the u n i t are the only p a r t i c i p a n t s 

w i t h i n what i s l e f t i n the n o r t h h a l f of Section 7 a l s o . 

I t ' s the same p a r t i e s . I t ' s a l l f e d e r a l acreage, so the 

r o y a l t y i n t e r e s t w i l l be t o the f e d e r a l government. 

Q. But don't the proceeds t o a u n i t go t o p a r t i e s 

t h a t have j o i n e d t h a t u n i t agreement over an area? 

A. Yes, s i r . 

Q. Okay. 

A. And i t ' s my understanding of t h i s i s t h a t i t ' s 

the same people which we have named or which were w i t h i n 

STEVEN T. BRENNER, CCR 
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the northwest quarter of Section 7, are the same people, 

ownershipwise, throughout the e n t i r e u n i t . 

Q. Where does Conoco f i t in? 

A. Conoco was the previous operator of t h i s u n i t . 

Q. Okay, so who i s the u n i t operator? 

A. Kaiser-Francis. 

Q. Okay, t h a t 1 s — 

A. Sorry, I should have been able t o see t h a t , and I 

d i d not understand, I apologize. 

Q. Okay. Do you know when Kaiser-Francis took over? 

A. No, s i r , I do not. 

Q. Well, I was t a l k i n g apples, and you were t a l k i n g 

oranges. 

A. I apologize. 

EXAMINER STOGNER: I have no f u r t h e r questions of 

Mr. Cunningham. You may be excused. Thank you, s i r . 

THE WITNESS: Thank you. 

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

Randy Cate. 

RANDALL S. CATE, 

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? 
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A. Randall Cate, C-a-t-e. 

Q. Where do reside? 

A. I res i d e i n Midland, Texas. 

Q. By whom are you employed? 

A. EOG Resources. 

Q. And what i s your p o s i t i o n w i t h EOG Resources? 

A. I'm p r o j e c t r e s e r v o i r engineer. 

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 accepted and made a matter of record? 

A. Yes, they were. 

Q. And you were q u a l i f i e d as a petroleum or 

r e s e r v o i r engineer a t t h a t time? 

A. Yes, s i r . 

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, I am. 

Q. You're the engineer on the p r o j e c t ? 

A. Yes. 

Q. And you have worked w i t h the g e o l o g i s t and 

prepared a t e c h n i c a l study of the area which i s i n v o l v e d 

t h i s A p p l i c a t i o n ? 

A. Yes, I have. 
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Q. And are you prepared t o share the r e s u l t s of your 

work w i t h the Examiner? 

A. Yes. 

Q. B a s i c a l l y , Mr. Cate, what were you asked t o 

attempt t o do i n your t e c h n i c a l review? 

A. To assess the r i s k associated w i t h the d r i l l i n g 

and completion of the proposed w e l l . 

MR. CARR: We tender Mr. Cate as an expert 

witness i n petroleum engineering. 

EXAMINER STOGNER: Mr. Cate i s so q u a l i f i e d . 

Q. (By Mr. Carr) Let's go t o what has been marked 

as EOG E x h i b i t Number 7. I ' d ask you t o i d e n t i f y t h a t and 

review i t f o r Mr. Stogner. 

A. Okay, t h i s i s a s t r u c t u r e map. They put i t on 

top of — we hung i t on top — or the data i s on top of the 

Morrow C zone. Our primary i n t e r v a l w i l l be the Morrow. 

I ' l l show you t h a t i t w i l l a c t u a l l y be the Morrow D sands, 

i s what we be l i e v e have the most chance of being p r o d u c t i v e 

i n t h i s spacing u n i t . 

But the Morrow C marker i s one t h a t we use 

throughout t h i s area. P i t c h f o r k Ranch f i e l d i s a b i g 

Morrow C f i e l d . I t ' s about ten miles t o the south and 

southeast. The Antelope Ridge area i s j u s t due n o r t h and 

east of t h i s B e l l Lake area i n Lea County. 

I t ' s h i g h l y f a u l t e d . The f e a t u r e n o r t h of our 
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p r o r a t i o n u n i t i s approximately 500 t o almost 1000 f e e t 

upthrown, f a u l t e d up from our proposed l o c a t i o n . 

The sands — There are some p r o l i f i c Morrow D 

pr o d u c t i o n sands up i n Section 5 t o the n o r t h and east of 

our proposed l o c a t i o n , the B e l l Lake U n i t 8, and we map 

t h a t those sands might p o s s i b l y come i n t o t h i s downthrown, 

f a u l t e d f e a t u r e , and t h a t ' s what we're l o o k i n g f o r . 

Q. Do you see the sands on the downthrown side of 

t h i s f e a t u r e elsewhere i n t h i s immediate area? 

A. Yes, we do. I f you go down t o the Sims w e l l 

which i s — on t h i s d i s p l a y , i t ' s i n the lower l e f t - h a n d 

corner, Section 13 — t h a t w e l l a c t u a l l y produced 640 

m i l l i o n cubic f e e t out of the D sands. So we do have 

evidence t h a t the sands do produce i n t h i s lower f a u l t 

block. 

Q. A l l r i g h t , Mr. Cate, l e t ' s go t o E x h i b i t Number 

8, the isopach map. This i s on the Morrow D sand? 

A. Yes, i t ' s what we've designated as the Morrow 

D-2, and I ' l l s p e c i f y t h a t on the cro s s - s e c t i o n i n the next 

e x h i b i t . But the sands i n t h i s area t r e n d from the 

northeast t o the southwest. 

Again, the production t h a t I had r e f e r r e d t o 

e a r l i e r up i n Section 5, the B e l l Lake U n i t 14 and Madera 

Number 1 together have produced 3 7 BCF of gas from t h i s 

Morrow D-2 i n t e r v a l . And so we are simply t a k i n g the sands 
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from t h a t area i n Section 5 and hoping t h a t they continue 

through the proposed l o c a t i o n and t i e down t o the Sims 

w e l l , down i n Section 13. 

The net pays t h a t are shown here i n footages i n 

blue represent 8-percent den s i t y w i t h crossover. We 

be l i e v e t h a t ' s the k i n d of c u t o f f i t w i l l take t o make 

prod u c t i o n . 

The r i s k s associated w i t h t h i s , though, as you 

can see, 640 m i l l i o n out of t h a t Sims w e l l , t h a t would not 

be commercial. So we know we've got some p o s s i b i l i t i e s of 

e x t r a f a u l t s i n here t h a t could e i t h e r cause l i m i t e d 

r e s e r v o i r s — The w e l l s up i n Section 5 also produced i n 

excess, I t h i n k , of 200,000 b a r r e l s of water. So we know 

we have water i n these sands i n the upthrown blocks. 

And the B e l l Lake w e l l t h a t w e ' l l t a l k about on 

the c r o s s - s e c t i o n , the B e l l Lake w e l l d i r e c t l y n o r t h and 

east, the B e l l Lake Unit 16 of our l o c a t i o n , i t a c t u a l l y 

t e s t e d the D sands as wet. 

So along w i t h the s t r a t i g r a p h i c nature of the 

sands and the p o t e n t i a l t o be f a u l t e d or l i m i t e d , we do 

also have p o t e n t i a l f o r water problems. 

Q. There's a tr a c e on t h i s e x h i b i t f o r the cross-

s e c t i o n ; i s t h a t correct? 

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

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

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

20 

E x h i b i t Number 9, and I ' d ask you now t o review t h a t f o r 

Mr. Stogner. 

A. The c r o s s - s e c t i o n a l t r a c e s t a r t s i n the Sims w e l l 

i n the southwest or the lower l e f t - h a n d p o r t i o n of the 

previous e x h i b i t s . As can be seen, i t encountered only 

f i v e f e e t of net sand and produced 654 m i l l i o n cubic f e e t . 

The next 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 s the Enron O i l and Gas, or now EOG Resources, B e l l Lake 7 

U n i t Well t h a t we d r i l l e d approximately t h r e e years ago and 

— b a s i c a l l y on the same premises and d i d not encounter 

commercial sands. That w e l l i s i n the east h a l f of Section 

7. 

But as can be seen i n the yellow markings on the 

gamma-ray l o g , we do b e l i e v e we p o s s i b l y are close on the 

edge of the sands coming through, the D sands coming 

through t h i s l o c a t i o n t h a t we've now chosen f o r the B e l l 

Lake U n i t 8. 

The next w e l l i s the Conoco — w e l l , now the 

Kaiser-Francis B e l l Lake Unit Number 16, which I r e f e r r e d 

t o e a r l i e r . I t ' s i n the northwest — or, excuse me, the 

northeast corner of Section 7, and they d i d t e s t these 

lower D sands, designated i n yellow and red, as wet. 

They d i d manage t o go up the hole t o p e r f o r a t i o n s 

a t 13,802 t o -83 0, which i s Morrow C sand, and the made a 

noncommercial Morrow C w e l l t h a t produced 492 m i l l i o n cubic 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

21 

f e e t and also 8400 b a r r e l s of water. That w e l l i s upthrown 

or f a u l t e d up from our proposed l o c a t i o n . 

And then I show you the w e l l up i n Section 5, the 

B e l l Lake U n i t 14 on the f a r r i g h t of our c r o s s - s e c t i o n , 

and t h a t i s one of the e x c e l l e n t w e l l s i n the area t h a t d i d 

produce over 33 BCF of gas from the D-2 pay i n t e r v a l . 

Q. Are you prepared t o make a recommendation t o the 

Examiner as t o the r i s k penalty t h a t should be imposed on 

those i n t e r e s t owners who do not v o l u n t a r i l y p a r t i c i p a t e i n 

the w e l l ? 

A. Yes, I am. 

Q. And what i s that? 

A. That would be f o r 2 00 percent. 

Q. And j u s t b r i e f l y summarize the reasons f o r t h a t . 

A. Okay. Again I alluded t o them e a r l i e r , but the 

s t r a t i g r a p h i c nature of these D-2 sands. We j u s t d r i l l e d a 

w e l l 2000 f e e t from t h i s one a few years ago t h a t missed 

a l l the sands, and t h a t one was a c t u a l l y dry and abandoned. 

The f a u l t e d nature of t h i s area can cause l i m i t e d 

r e s e r v o i r s and cause noncommercial prod u c t i o n even i f 

encountered. And then being a downthrown f a u l t block, 

t h e r e can be water problems associated w i t h the p r o d u c t i o n . 

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

operator of the proposed well? 

A. Yes, we do. 
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Q. Were E x h i b i t s 7, 8 and 9 prepared by you or 

compiled under your d i r e c t i o n and w i t h your input? 

A. Yes, they were. 

MR. CARR: Mr. Stogner, we would move the 

admission of EOG E x h i b i t s 7, 8 and 9. 

EXAMINER STOGNER: E x h i b i t s 7, 8 and 9 w i l l be 

admitted i n t o evidence a t t h i s time. 

MR. CARR: That concludes my d i r e c t of Mr. Cate. 

EXAMINATION 

BY EXAMINER STOGNER: 

Q. Mr. Cate, the w e l l t h a t you al l u d e d t o t h a t EOG 

had d r i l l e d , or t h a t you had d r i l l e d , r e sponsible f o r 

d r i l l i n g a few years ago — 

A. Yes. 

Q. — was t h a t the one, the B e l l Lake 7 U n i t Number 

1? 

A. Yes, s i r , i t i s . 

Q. Okay. What depth d i d you go on t h a t one? 

A. We a c t u a l l y went down t o the Devonian once we 

found out t h a t the Morrow sands were not going t o be 

pro d u c t i v e , we took i t t o the Morrow, but — I mean t o the 

Devonian. I don't remember the exact TD. Probably 15,9 00 

or 16,000 f e e t . But again i t t e s t e d noncommercial i n the 

Devonian also and was l a t e r plugged. 

Q. And what depth are you t a k i n g t h i s w e l l ? 
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A. This one would be 14,500 f e e t . 

Q. Has EOG gone through the p e r m i t t i n g process w i t h 

the BLM at t h i s time on t h i s well? 

A. I b e l i e v e we have, yes. 

Q. Okay. So the l o c a t i o n i s e s t a b l i s h e d and been 

approved? 

A. Yes, perm i t t e d , yes. 

Q. What time frame are you l o o k i n g a t on d r i l l i n g 

t h i s w e ll? 

A. I t h i n k we have a r i g t h a t can be th e r e w i t h i n 3 0 

days; i s t h a t r i g h t , Larry? 

MR. CUNNINGHAM: (Nods) 

THE WITNESS: Yes, I t h i n k i t ' s very soon on our 

r i g schedule. 

EXAMINER STOGNER: I have no other questions of 

t h i s witness. You may be excused. 

THE WITNESS: 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. 

EXAMINER STOGNER: I f nobody else has anything 

f u r t h e r i n Case 12,611, then t h i s matter w i l l be taken 

under advisement, and t h i s hearing as adjourned. 

(Thereupon, these proceedings were concluded a t 

t *m her 
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