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This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID K. BROOKS, Hearing 

Examiner, on Thursday, November 11th, 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. 

* * * 

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



2 

I N D E X 

November 1st, 2 001 
Examiner Hearing 
CASE NO. 12,749 

PAGE 

EXHIBITS 3 

APPEARANCES 3 

APPLICANT'S WITNESSES: 

PATRICK J. TOWER (Landman) 
D i r e c t Examination by Mr. Carr 4 
Examination by Examiner Brooks 13 

DAVID A. GODSEY (Geologist) 
D i r e c t Examination by Mr. Carr 14 
Examination by Examiner Brooks 22 
Examination by Examiner Catanach 2 3 

REPORTER'S CERTIFICATE 2 6 

* * * 

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



3 

E X H I B I T S 

A p p l i c a n t 1 s I d e n t i f i e d Admitted 

E x h i b i t 
E x h i b i t 
E x h i b i t 

1 8 
2 8 
3 10 

13 
13 
13 

E x h i b i t 
E x h i b i t 
E x h i b i t 

4 11 
5 
6 13 

13 

13 

E x h i b i t 
E x h i b i t 
E x h i b i t 

7 16 
8 18 
9 19 

* * * 

22 
22 
22 

A P P E A R A N C E S 

FOR THE APPLICANT: 

HOLLAND & HART, L.L.P., and CAMPBELL & 
110 N. Guadalupe, Suite 1 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: WILLIAM F. CARR 

CARR 

ALSO PRESENT: 

DAVID R. CATANACH 
Hearing Examiner 
New Mexico O i l Conservation D i v i s i o n 
1220 South Saint Francis Drive 
Santa Fe, NM 87501 

* * * 

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 

4 

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

8:55 a.m.: 

EXAMINER BROOKS: We'll c a l l Case Number 12,749, 

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 an unorthodox gas w e l l l o c a t i o n , Lea County, New 

Mexico. 

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 Holland and 

Hart, L.L.P. We represent EOG Resources, I n c . , i n t h i s 

matter, and I have two witnesses. 

EXAMINER BROOKS: Very good, you may proceed. 

Let's see, we need t o swear the witnesses. W i l l 

the witnesses stand and i d e n t i f y themselves f o r the record? 

MR. TOWER: P a t r i c k J. Tower, T-o-w-e-r. 

MR. GODSEY: David A. Godsey. 

(Thereupon, the witnesses were sworn.) 

EXAMINER BROOKS: You may proceed. 

MR. CARR: Thank you Mr. Brooks. 

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 r e c o r d , please? 

A. P a t r i c k J. Tower. 

STEVEN T. BRENNER, CCR 
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Q. Mr. Tower, where do you reside? 

A. Midland, Texas. 

Q. By whom are you employed? 

A. EOG Resources, Inc. 

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

I n c . ? 

A. P r o j e c t landman. 

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

the New Mexico O i l Conservation 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 witness 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, I am. 

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

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 BROOKS: Yes, they are accepted. 

Q. (By Mr. Carr) Mr. Tower, would you i n i t i a l l y 

review f o r Mr. Brooks what i t i s t h a t EOG i s seeking i n 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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t h i s case and also e x p l a i n which p o r t i o n s of the 

A p p l i c a t i o n may now be dismissed? 

A. Yes. EOG Resources, I n c . , i s seeking an order 

p o o l i n g a l l mineral i n t e r e s t s i n a l l formations from the 

surface t o the base of the Morrow i n the described spacing 

u n i t s and p r o r a t i o n u n i t s I'm going t o mention i n a minute 

as f a r as the east h a l f of Section 13, Township 18 South, 

Range 3 2 East, i n Lea County, New Mexico, w i t h the 

formations or the spacing u n i t s we are seeking t o be the 

east h a l f of Section 13 f o r a l l formations or pools 

developed on 32 0-acre spacing, which includes but i s not 

n e c e s s a r i l y l i m i t e d t o the undesignated South Corbin-Morrow 

Gas Pool; then i n a d d i t i o n a l l formations and pools on 160-

acre spacing, being the southeast q u a r t e r ; and the n o r t h 

h a l f of the southeast quarter f o r a l l f o r m a t i o n pools 

developed on 80-acre spacing, which would i n c l u d e but again 

not be l i m i t e d t o the undesignated South Corbin-Wolfcamp 

Pool. 

And then i n s o f a r as the A p p l i c a t i o n had l i s t e d 

the northeast of the southeast quarter f o r a l l 40-acre 

pools t h a t were developed t h a t would i n c l u d e the 

Undesignated Querecho Plains-Upper Bone Spring Pool, we are 

t o — requesting go ahead and e l i m i n a t e t h a t 40-acre t r a c t , 

and the reason being, EOG has no ownership r i g h t s i n t h a t 

4 0 acres, and i n a d v e r t e n t l y we l i s t e d i t i n the 

STEVEN T. BRENNER, CCR 
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A p p l i c a t i o n . So we're agreeable t o dismiss the northeast 

southeast quarter as t o any 40-acre pools. 

Q. What about the s t a t u s of the request f o r and 

unorthodox w e l l l o c a t i o n ? 

A. EOG i s proposing t o d r i l l i t s Mantaray 13 Fed Com 

Number 1, and i t ' s a t an unorthodox l o c a t i o n l o c a t e d 2306 

f e e t from the south l i n e and 936 f e e t from the east l i n e . 

However, i n i t i a l l y we have a p p l i e d and rec e i v e d 

A d m i n i s t r a t i v e Order Number NSL-4 656 t h a t was issued by the 

D i v i s i o n on October 2 2nd of t h i s year. I t was our thought 

t h a t we would f i l e t h a t , and we expected t o have v o l u n t a r y 

agreement and could then dismiss t h i s hearing, although as 

I get i n t o the land testimony there are some i n t e r e s t s t h a t 

are not f i n a l i z e d , and I w i l l address those. And hence, 

we're j u s t coming before you f o r the compulsory p o o l i n g 

aspect of t h i s case. 

Q. So Mr. Tower, you i n i t i a l l y thought maybe you 

could get a v o l u n t a r y agreement as t o the i n t e r e s t owners 

i n t h i s u n i t ? 

A. Yes. 

Q. And you obtained an a d m i n i s t r a t i v e order 

approving the lo c a t i o n ? 

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

Q. But you now have t o go forward w i t h p o o l i n g 

because th e r e are c e r t a i n i n t e r e s t owners who s t i l l may 

STEVEN T. BRENNER, CCR 
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need t o have — 

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

Q. — through a po o l i n g order? 

A. Yes. 

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

Brooks, please? 

A. E x h i b i t Number 1 i s a land map, and i t d e p i c t s 

the spacing and p r o r a t i o n u n i t based on the deepest 

fo r m a t i o n , which are the primary t a r g e t s o u t l i n e d i n pu r p l e 

or red t h e r e , being the east h a l f of Section 18. I t also 

shows the proposed l o c a t i o n t h a t I mentioned f o r the 

Mantaray 13 w e l l and shows the general ownership i n the 

area. 

Q. What i s the primary o b j e c t i v e i n the w e l l ? I s i t 

the Morrow? 

A. The primary o b j e c t i v e i s the Morrow, and also a 

secondary o b j e c t i v e t h a t i s also of prime importance i s the 

w i l d c a t Strawn formation j u s t above the Morrow. 

Q. And the w e l l l o c a t i o n i s standard i n t h e Strawn? 

A. I t i s — Yeah, the w e l l l o c a t i o n i s standard f o r 

the Strawn formation. 

Q. Let's go t o EOG E x h i b i t Number 2. 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 breakdown of the p a r t i e s 

STEVEN T. BRENNER, CCR 
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being force-pooled or t h a t we're applying f o r by spacing 

u n i t . And i f you n o t i c e , the f i r s t grouping i s the 320-

acre spacing u n i t , being the prime o b j e c t i v e s t h a t we're 

a f t e r , and th e r e i s approximately 17 — or 18 percent 

uncommitted. 

Then the second grouping l i s t s t he southeast 

q u a r t e r being the 160-acre spacing, and we have 

approximately 21 1/2 percent uncommitted. 

And then the 8 0-acre spacing, the n o r t h h a l f , 

southeast, r e f l e c t s t h a t there's approximately 3 7 1/2 

percent uncommitted. 

But I w i l l p o i n t out, i n the deepest p o o l , the 

32 0 acres, only 12 1/2 percent of t h a t i s probably going t o 

be uncommitted, and we hope t o work a deal. The remaining 

p a r t i e s below Devon i s a t i t l e problem. They owe a 

reassignment t o Exxon, Exxon has committed t o a v o l u n t a r y 

agreement w i t h EOG, they owe a reassignment t o Exxon, and 

we have agreed t h a t once t h a t reassignment i s given t o 

Exxon and t i t l e i s back t o Exxon, which w i l l be i n EOG, we 

w i l l dismiss the fou r p a r t i e s l i s t e d t h e r e below Devon, and 

t h a t w i l l only apply i n s o f a r as the 320-acre spacing u n i t . 

The remaining p a r t i e s i n the southeast q u a r t e r 

and the n o r t h h a l f , southeast, the m a j o r i t y owner t h e r e , 

being Lowe Partners, L.P., they have v o l u n t a r i l y i n d i c a t e d 

they w i l l l i k e l y make a v o l u n t a r y t r a d e . However, we have 
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no w r i t t e n c o n f i r m a t i o n , or they do not have management 

approval. I a n t i c i p a t e t h a t w i l l happen, and as soon as 

any of these p a r t i e s commit t o t h a t , we w i l l immediately 

n o t i f y and dismiss them from t h i s issue. But a t t h i s p o i n t 

i n time we have nothing committed i n w r i t i n g from the 

p a r t i e s l i s t e d here. 

Q. Mr. Tower, what are EOG's plans f o r the 

commencement of d r i l l i n g ? What's your time frame? 

A. We have t h i s on our r i g schedule coming up i n the 

near term, and t h a t ' s why we're pushing forward w i t h t h i s . 

We als o — t h i s i s i n — The BLM has had recent meetings on 

t h e i r p r a i r i e chicken s t a t u s , and my understanding, they've 

got two areas t h a t they — a f t e r doing a l o t of c l e a r 

l i s t i n g , and t h i s i s i n one of t h e i r prime areas of 

p r o t e c t i o n . 

So t h e r e f o r e , we're also l o o k i n g a t a window 

coming up e a r l y s p r i n g t h a t we need t o be i n and out of 

here p r i o r t o t h a t i s the l i k e l y case. So t h e r e f o r e , we're 

k i n d of pushing t h i s forward. And otherwise, we would 

spend a l i t t l e more time t r y i n g t o meet v o l u n t a r y 

agreements, but t h a t ' s why we're before you. 

Q. Mr. Tower, i d e n t i f y and review f o r the Examiner 

EOG E x h i b i t 3. 

A. Okay, E x h i b i t 3 i s a co m p i l a t i o n of a l l the 

correspondence and dealings w i t h the p a r t n e r s i n w r i t t e n 

STEVEN T. BRENNER, CCR 
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form. I w i l l t e s t i f y there's been numerous a d d i t i o n a l 

discussions over the phone, i n a d d i t i o n t o a l l t h i s 

correspondence. 

What you w i l l n o t i c e i s the i n i t i a l c o ntact w i t h 

the a f f e c t e d owners was i n J u l y , approximately J u l y 17th, 

t r y i n g t o e n t e r t a i n a v o l u n t a r y agreement. 

What y o u ' l l also n o t i c e i s , subsequent t o t h a t 

a f t e r f u r t h e r discussions, the w e l l proposal was issued t o 

them September 2 7th of t h i s year. And then of l a t e — the 

l a s t correspondence here, October 29th, which i s a l e t t e r 

t o p r i m a r i l y the shallower owners, not the 32 0-acre owners, 

k i n d of going through some of the summary of — we w i l l 

dismiss the 4 0 acres, some of the t r a d e aspects and some of 

the discussions we've had, t h a t once we r e c e i v e t h i s t i t l e 

clearance we w i l l dismiss them. 

So i t puts i n w r i t i n g a l l the agreements EOG has 

e n t e r t a i n e d once we have received the proper documentations 

f o r d i s m i s s i n g those i n t e r e s t s . 

Q. You've been able t o l o c a t e a l l the i n t e r e s t 

owners i n the spacing u n i t ? 

A. Yes, we have. 

Q. And you've been i n contact w i t h a l l of them? 

A. Yes, I have. 

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

A. E x h i b i t Number 4 i s the d r i l l i n g cost estimate 

STEVEN T. BRENNER, CCR 
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f o r t h i s proposed Mantaray 13 Fed Com Number 1. 

Q. Would you review the t o t a l s on t h i s e x h i b i t , 

please? 

A. Yes. I n essence, i t s estimate shows i t ' s f o r a 

Morrow t e s t w i t h the dryhole cost estimated t o be $900,300 

and the t o t a l completed w e l l cost t o be $1,547,300. 

Q. Has EOG 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. And 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 the d r i l l i n g of s i m i l a r wells? 

A. Yes, they are. 

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 t h e w e l l 

and also w h i l e producing i t i f i t i s successful? 

A. Yes, I have. 

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

A. I would recommend t h a t t h a t d r i l l i n g w e l l r a t e be 

$6000 and the producing w e l l r a t e be $600. 

Q. And how do these f i g u r e s compare t o the 2 000-2 001 

Ernst and Young f i g u r e s f o r w e l l s a t t h i s depth? 

A. A c t u a l l y , they're on the low si d e , but we t h i n k 

these are reasonable. 

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

in c o r p o r a t e d i n t o the order t h a t r e s u l t s from t h i s hearing? 

A. Yes, I do. 

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 

13 

Q. I s E x h i b i t Number 6 an a f f i d a v i t t h a t confirms 

t h a t n o t i c e of t h i s hearing has been provided t o the 

a f f e c t e d i n t e r e s t owners i n accordance w i t h the Rules of 

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

A. Yes, i t i s . 

Q. W i l l EOG be c a l l i n g an a d d i t i o n a l witness t o 

review the t e c h n i c a l p o r t i o n s of the case and the r i s k 

associated w i t h the d r i l l i n g of t h i s w e ll? 

A. Yes, we w i l l . 

Q. Were E x h i b i t s 1 through 4 and 6 prepared by you 

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

A. Yes, they were. 

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

the admission i n t o evidence of E x h i b i t s 1 through 4 and 6. 

EXAMINER BROOKS: Okay, E x h i b i t s 1 through 4 and 

6 are admitted. 

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

examination of Mr. Tower. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Okay, l e t me be sure e v e r y t h i n g I have here i s 

c o r r e c t . The east h a l f i s Undesignated South Corbin-

Morrow; i s t h a t — 

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

Q. And the n o r t h h a l f of the northeast q u a r t e r w i t h 

STEVEN T. BRENNER, CCR 
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80-acre spacing i s undesignated South Corbin-Wolfcamp? 

A. Yes, s i r . 

Q. Do you know of any other pools t h a t are affe c t e d ? 

A. No. 

Q. And the l o c a t i o n i s 2306 from the south and 936 

from the east? 

A. Yes. 

Q. Okay. Your A d m i n i s t r a t i v e Order i s NSL-4 656 — 

A. Yes, s i r . 

Q. — g i v i n g the lo c a t i o n ? 

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

EXAMINER BROOKS: Okay, i t looks l i k e I have 

e v e r y t h i n g t h a t I need. Thanks very much. 

THE WITNESS: A l l r i g h t , thank you. 

MR. CARR: May i t please the Examiner, a t t h i s 

time we would c a l l David Godsey. 

DAVID A. GODSEY. 

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 f o r the re c o r d , 

please? 

A. David A. Godsey. 

Q. And where do you reside? 

STEVEN T. BRENNER, CCR 
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A. Midland, Texas. 

Q. By whom are you employed? 

A. EOG Resources. 

Q. Mr. Godsey, 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 witness i n petroleum geology 

accepted and made a matter of record? 

A. Yes, they were. 

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 i n t h i s 

case? 

A. Yes, I am. 

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

which i s inv o l v e d i n t h i s A p p l i c a t i o n ? 

A. Yes. 

Q. And what have you attempted t o do? 

A. Well, I've attempted t o assess the r i s k 

associated w i t h the d r i l l i n g of the s u b j e c t w e l l . 

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

g e o l o g i c a l work w i t h Mr. Brooks? 

A. Yes, I am. 

MR. CARR: We tender the witness as an expert i n 

petroleum geology. 

EXAMINER BROOKS: His c r e d e n t i a l s are accepted. 
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Q. (By Mr. Carr) Mr. Godsey, 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 Resources E x h i b i t 

Number 7, and I ' d ask you t o f i r s t i d e n t i f y t h i s and then 

e x p l a i n t o the Examiner what the e x h i b i t shows. 

A. Okay. E x h i b i t 7 i s a p r o d u c t i o n map f o r the 

area. This i s a 49-square-mile area, centered around 

Section 13 of Township 18 South, 32 East. The map scale i s 

1 t o 2000, and we're only p o s t i n g w e l l s t h a t are 12,800 

f e e t or deeper, which would e f f e c t i v e l y show only the 

Morrow p e n e t r a t i o n s . The production posted on here i s f o r 

the Morrow only, and t h a t ' s what the purpose of t h i s 

e x h i b i t i s . 

Now, i n red o u t l i n e on here i s i n d i c a t e d the 320-

acre u n i t where the Mantaray l o c a t i o n would be s p o t t e d , and 

i n y e l l o w i s i n d i c a t e d the EOG acreage p o s i t i o n . 

Posted below the w e l l spots on the map are the 

w e l l names and w e l l numbers, and above the l o c a t i o n s would 

be the gas and o i l production as of 1-1-2001, gas being i n 

red, o i l being i n green r e s p e c t i v e l y . The s i z e of the 

bubbles t h a t are i n d i c a t e d i n green here, t h a t i s the 

Morrow production, the gas production bubble r e l a t i v e t o 

i t s cumulative production. 

There are two exceptions t o the date of the 

cumulative production t h a t ' s posted on here. There are two 

EOG w e l l s , one i n Section 18, being the Corbin 18 Fed Com 
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Number 1, and i n the northeast northeast of Section 21, 

being the Corbin 21 Number 1. The pro d u c t i o n posted t h e r e 

i s as of September of 2 001. 

The purpose of the e x h i b i t r e a l l y i s t o i n d i c a t e 

the Morrow pen e t r a t i o n s i n the area and the p r o d u c t i o n 

associated w i t h i t . I f you look at t h i s , t h e r e are 51 

w e l l s i n t h i s 49-square-mile area t h a t have penetrated the 

Morrow. Of t h a t , there have been 25 w e l l s t h a t found some 

type of produc t i o n out of the Morrow. 

Eight of the w e l l s are s t i l l a c t i v e i n the area, 

and those are the ones w i t h the red-centered h i g h l i g h t s 

over the green bubbling. 

But of those 25 producers only 15 w e l l s are 

economic producers, which i s p r e t t y t y p i c a l f o r the Morrow 

pr o d u c t i o n throughout southeast New Mexico. B a s i c a l l y i n 

t h i s area of southeast New Mexico, your success p r o b a b i l i t y 

f o r f i n d i n g a commercial producer i n the Morrow i s less 

than 3 0 percent, and t h a t ' s what t h i s map i s i n d i c a t i n g . 

Q. You've had 51 p e n e t r a t i o n s , you have 15 

commercial w e l l s ; i s t h a t — 

A. Correct. 

Q. — what you said? 

I f I look a t t h i s map i t also appears t h a t t he 

proposed w e l l l o c a t i o n i s toward the n o r t h end of what 

appears t o be the bulk of the Morrow play i n t h e area; i s 
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t h a t f a i r t o say? 

A. That i s f a i r t o say. 

Q. Let's go t o E x h i b i t Number 8. Would you i d e n t i f y 

and review t h a t ? 

A. E x h i b i t Number 8 i s what I've l a b e l e d the Hudson 

net sand isopach. Now, we've zeroed i n s p e c i f i c a l l y around 

Section 13. I t covers nine square m i l e s . The map scale i s 

now one inch t o 1000 f e e t . 

The l a b e l i n g i s very s i m i l a r a l l the way through. 

The 320-acre u n i t i s o u t l i n e d i n red again, EOG's acreage 

p o s i t i o n i s i n yellow, the Morrow producers are i n d i c a t e d 

w i t h the green bubbling. Again, the w e l l name and number 

i s posted below the w e l l spot. 

Above the w e l l spot are posted two numbers, not 

pro d u c t i o n t h i s time. The top number i n k i n d of a l i g h t 

blue i s a net porous sand number. The second number, which 

i s i n red, i s the net clean sand number. This i s f o r the 

Hudson Sand U n i t , which i s what I've i d e n t i f i e d as the main 

producing middle Morrow sand i n t h i s area. And t h a t 

number, the net clean sand, i s what i s isopached here. 

The isopach map i s a t e n - f o o t contour i n t e r v a l of 

the Hudson sand t h a t I've i d e n t i f i e d through t h i s area, 

which i s p a r t of an o v e r a l l north-northwest-to-south-

southeast-trending f l u v i a l d e l t a i c sand de p o s i t . 

What you can see from t h i s map i s , I have, you 
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know, reasonable geologic expectation of encountering a 

t h i c k body of Hudson sand. The Hudson sand d e s i g n a t i o n i s 

j u s t an i n t e r n a l designation t h a t I have given t o keep the 

m u l t i p l e sands s t r a i g h t w i t h i n our o f f i c e . 

Q. Let's go t o E x h i b i t Number 9, your c r o s s - s e c t i o n . 

A. Okay, E x h i b i t Number 9 i s a s t r a t i g r a p h i c cross-

s e c t i o n . I t ' s the cross-section you're seeing designated 

as l e f t t o r i g h t on both of the previous e x h i b i t s . 

V e r t i c a l scale i s one inch t o 100 f e e t , h o r i z o n t a l scale i s 

i n d i c a t e d a t the top w i t h the distance between w e l l spots 

i n d i c a t e d t h e r e towards the top of the c r o s s - s e c t i o n . 

On the l e f t end i s the Ralph Lowe Yates Federal 

Number 1. I t ' s the nearest p o i n t of w e l l c o n t r o l t o the 

southwest of the proposed l o c a t i o n . I n the middle i s our 

proposed l o c a t i o n , the Mantaray. And then on the r i g h t 

side i s the nearest p o i n t of Morrow w e l l c o n t r o l t o t h e 

east, which i s the EOG Resources Corbin 18 Fed Com Number 

1. 

Now, what we're i n d i c a t i n g here, as f a r as 

annotations on the cross-section, obviously we've l a b e l e d 

s e v e r a l of the major formations i n here. This r e a l l y 

covers from the Strawn down i n t o the M i s s i s s i p p i a n i n t h i s 

area. 

DSTs are i n d i c a t e d i n red, i n a h a l f - t r i a n g l e 

shape along the depth column. P e r f o r a t i o n s are black boxes 
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on the r i g h t side of the depth column. And then i n a green 

box would be p e r f o r a t i o n s t h a t are t e s t e d or produced 

to g e t h e r . 

So what you see here on the l e f t s ide i s the 

Ralph Lowe w e l l t h a t had numerous DSTs i n the Morrow 

s e c t i o n , encountering various combinations of gas, o i l and 

water. 

On the r i g h t side i s the Corbin 18 Fed Com Number 

1. That w e l l i s a recent w e l l by EOG. We've made about 60 

m i l l i o n cubic f e e t of gas and 11,000 b a r r e l s of o i l so f a r . 

Current r a t e out of the Morrow i s averaging 500 MCF a day, 

and the Strawn i s averaging 4 0 b a r r e l s a day. 

Because of the r e l a t i v e l y low r a t e s i n here, t h a t 

w e l l i s downhole commingled such t h a t the gas i s a s s i s t i n g 

i n l i f t i n g the o i l out of the Strawn. Okay? 

The purpose of t h i s e x h i b i t i s t w o f o l d , r e a l l y , 

t o show the s t r a t i g r a p h i c r e l a t i o n s h i p of the Strawn 

through the Atoka-Morrow i n t o the M i s s i s s i p p i a n here, and 

t o i l l u s t r a t e the complex i n d i v i d u a l s t r a t i g r a p h i c 

r e l a t i o n s h i p s between the various Morrow sands i n t h e area. 

Q. Mr. Godsey, are you prepared t o make a 

recommendation t o the Examiner concerning the r i s k p e n a l t y 

t h a t should be assessed against any n o n p a r t i c i p a t i n g 

i n t e r e s t owner i n t h i s proposed well? 

A. Yes, we're seeking f u l l 2 00-percent p e n a l t y . 
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Q. And I ' d ask you t o summarize f o r the Examiner 

your reasons f o r t h i s 2 0 0-percent penalty. 

A. Well, as we've i n d i c a t e d here and i s p r e v a l e n t 

throughout southeast New Mexico, the Morrow i s h i g h - r i s k 

p l a y t o d r i l l i n . You have a p r e t t y tough r i s k assessment, 

b a s i c a l l y less than 3 0 percent f o r an economic success i n 

here. EOG f e e l s l i k e i f we're having t o c a r r y someone's 

i n t e r e s t i n t h a t , we would l i k e t h a t t o be o f f s e t w i t h the 

maximum penalty. 

Q. You t e s t i f i e d t h a t you, based on your work, have 

a reasonable expectation of encountering p r o d u c t i v e Morrow 

sands? 

A. Yes, I do. 

Q. At the same time, do you b e l i e v e t h e r e i s a 

chance t h a t a t t h i s l o c a t i o n you could d r i l l a Morrow w e l l 

t h a t would not be an economic success? 

A. Absolutely. I'm p r e t t y good, but I draw my maps 

i n p e n c i l . 

Q. That's the reason you're seeking the r i s k 

penalty? 

A. Yes. 

Q. Does EOG seek t o be designated the operator of 

the w e l l ? 

A. Yes, we do. 

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 
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be in the best interests of conservation, the 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 r i g h t s ? 

A. Yes. 

Q. Were EOG E x h i b i t s 7 through 9 prepared by you? 

A. Yes. 

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

move the admission i n t o evidence of EOG E x h i b i t s 7 through 

9 . 

EXAMINER BROOKS: E x h i b i t s 7 through 9 w i l l be 

admitted. 

MR. CARR: That concludes my d i r e c t examination 

of t h i s witness. 

EXAMINER BROOKS: Okay. I want t o c o n g r a t u l a t e 

you on t h i s — I don't know i f i t ' s o r i g i n a l w i t h you, but 

I haven't seen i t before, of making the bubble around the 

w e l l the si z e of the cumulative p r o d u c t i o n . I t h i n k i t ' s a 

grea t way t o i l l u s t r a t e i t , makes i t a l o t e a s i e r t o see 

what i s being shown. 

EXAMINATION 

BY EXAMINER BROOKS: 

Q. Just l o o k i n g a t your isopach, i t doesn't look 

l i k e i t ' s based on a great deal of w e l l c o n t r o l . What i s 

your reason f o r t h i n k i n g t h a t there's a much g r e a t e r 

t h i c k n e s s t h e r e i n the middle? I don't know i f i t has 

anything t o do w i t h the A p p l i c a t i o n , but I'm j u s t c u r i o u s . 
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A. Well, obviously I've mapped a much larger area 

than t h i s . Also, I used whatever i n f o r m a t i o n I could get. 

For example, i n the Corbin 18 Fed Com Number 1, we do have 

s t r a t i g r a p h i c dipmeter which would i n d i c a t e s e v e r a l sands, 

p a r t i c u l a r l y the Hudson sand, should be t h i c k e n i n g t o t h e 

west of t h a t wellbore. 

Also i n the — the w e l l on the l e f t side of the 

cr o s s - s e c t i o n , the Yates Federal Number 1, w h i l e I do not 

have a dipmeter t h e r e , I have good c o r r e l a t i v e sands t h e r e 

and an i n d i c a t i o n t h a t i n my experience I t h i n k t h e y ' r e 

close t o a t h i c k e r sandbody, though you are h i t t i n g upon a 

l o t of the r i s k s t h a t I know other g e o l o g i s t s i n t h i s room 

are very f a m i l i a r w i t h i n d r i l l i n g f o r the Morrow. 

Part of i t i s , I've mapped i t , and I b e l i e v e t h i s 

i s the way i t i s . There are other Morrow sands t h a t we, 

you know, can encounter also. 

EXAMINER BROOKS: Very good. Well, any 

questions, Mr. Catanach? 

EXAMINER CATANACH: Just one. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. What i s the p o t e n t i a l i n the Strawn, Mr. Godsey? 

A. Well, the nearest producers t o us are a c t u a l l y t o 

the southeast of us, and they've done about 50,000 b a r r e l s 

of o i l . 
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However, as you see on the c r o s s - s e c t i o n , what 

we're r e a l l y l o o k i n g f o r i s t h e , quote, unquote, Lusk pay. 

This w i l l be, you know, c o r r e l a t i v e t o the very p r o l i f i c 

pay i n the Lusk f i e l d . There are h a l f - a - m i l l i o n - b a r r e l -

type w e l l s i n t h e r e , though the nearest w e l l of t h a t s i z e 

i s s e v eral miles a way. 

So the r e a l i s t i c — probably the — the g r e a t e s t 

p r o b a b i l i t y of production out of the Strawn i s i n the 

50,000-to-100,000-barrel range, w i t h a much lower 

p r o b a b i l i t y of something t h a t much b e t t e r i f we're r i g h t i n 

our i n t e r p r e t a t i o n . 

The l o c a t i o n t h a t we picked f o r t h i s i s a 

l o c a t i o n where we d i d use 3-D seismic t o help us p i c k our 

Strawn l o c a t i o n based on some t h i c k e n i n g i n the Strawn 

u n i t . We t h i n k t h a t can be an i n d i c a t i o n of Strawn a l g a l 

mound b u i l d u p , which i s commonly used throughout t h e p l a y . 

The s p e c i f i c l o c a t i o n we picked i s not the 

absolute best l o c a t i o n f o r the Strawn nor the absolute best 

f o r the Morrow. Those two are i n d i f f e r e n t spots. 

But i t ' s a compromise l o c a t i o n t h a t would be 

standard f o r the Strawn, would be acceptable f o r the Strawn 

according t o the 3-D seismic, and s t i l l acceptable f o r the 

Morrow. 

EXAMINER CATANACH: Okay, t h a t ' s a l l I have. 

EXAMINER BROOKS: Thank you very much. 
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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 BROOKS: Very good. Case Number 12,749 

w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

9:24 a.m.) 
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