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1 EXAMINER JONES: I ' l l c a l l Case 14723, 

2 A p p l i c a t i o n of EOG Resources, Inc., f o r approval of a 

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

4 po o l i n g , Eddy County, New Mexico. C a l l f o r appearances? 

5 MR. BRUCE: Mr. Examiner, Jim Bruce, of 

6 Santa Fe, representing the a p p l i c a n t . I have two 

7 witnesses, the same two witnesses who t e s t i f i e d i n the 

8 p r i o r matters of record. 

9 EXAMINER JONES: The record w i l l show t h a t 

10 both witnesses are already sworn. 

11 DOUGLAS HURLBUT 

12 Having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 

13 DIRECT EXAMINATION 

14 BY MR. BRUCE: 

15 Q. Could you b r i e f l y i d e n t i f y E x h i b i t 1, 

16 Mr. Hurlbut? 

17 A. E x h i b i t 1 i s a land p l a t t h a t shows our 

18 u n i t i z e d JOA created working i n t e r e s t u n i t , which 

19 consists of the east h a l f of 17 and the west h a l f of 16. 

2 0 Q. And we're here today t o force pool a 

21 h o r i z o n t a l Bone Spring well? 

22 A. Correct. 

23 Q. And what i s the l e g a l d e s c r i p t i o n f o r t h i s 

24 well? 

25 A- I t ' s a 160-acre p r o j e c t area, and i t i s the 
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1 south h a l f of the northeast quarter of 17 and the south 

2 h a l f of northwest quarter of 16 i n 1830. 

3 Q. And Mr. Hurlbut, I've discussed w i t h you some 

4 issues regarding crossing s e c t i o n l i n e s f o r matters of 

5 force p o o l i n g these wells? 

6 A. Correct. 

7 Q. W i l l the g e o l o g i s t also discuss the reason why 

8 these w e l l s i n t h i s area have been formed the way -- the 

9 w e l l u n i t s have been formed the way they are? 

10 A. Correct, he w i l l . 

11 Q. But l o o k i n g at your w e l l u n i t , there are some 

12 e x i s t i n g w e l l s t h a t have already been d r i l l e d t o the west 

13 of t h i s w e l l ; correct? 

14 A. Correct. 

15 Q. And those take 8 0 acres out of one s e c t i o n and 

16 add 80 acres t o another section? 

17 A. Correct. I t ' s j u s t a s i m i l a r deal t h a t we d i d 

18 back -- oh, i t ' s been a couple of years ago. We've 

19 already d r i l l e d f o u r w e l l s i n there, f o u r h o r i z o n t a l 

20 w e l l s i n the Bone Spring. 

21 Q. Just from a land standpoint, i n s o f a r as any 

22 issues t h a t may come up about p o t e n t i a l l y s t r a n d i n g 

23 anyone, i f you look i n the west h a l f of 18, which was 
24 excluded or not put i n the w e l l u n i t s , f o r those Section 

25 17 and 18 w e l l s , i t looks l i k e EOG c o n t r o l s t h a t acreage? 
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1 A. Well, at one time we d r i l l e d a Morrow w e l l i n 

2 there, but t h a t w e l l got turned over t o Yates. Yates 

3 subsequently, a f t e r t h a t , completed a Bone Spring w e l l i n 

4 there. So t h a t ' s what the h i s t o r y on t h a t west h a l f i s . 

5 Q. I f you look on the east h a l f of Section 16, i t 

6 l i s t s Marbob. That i s now COG? 

7 A. Correct. 

8 Q. And EOG looks l i k e i t owns some i n t e r e s t i n 

9 t h a t east h a l f of Section 16? 

10 A. Yes, as w e l l as -- yeah, COG. 

11 Q. And has COG agreed t o the w e l l u n i t s t h a t are 

12 being proposed by you i n the east h a l f of 17 and the west 

13 h a l f of 16? 

14 A. Yes, they have. They signed a JOA. 

15 Q. So they own an i n t e r e s t i n these wells? 

16 A. Correct. Yeah. We pooled and combined the 

17 leases under the JOA, and they had t h e i r i n t e r e s t around 

18 about 3 0 percent. 

19 Q. So nobody i s being excluded from --

2 0 A. Oh, no. 

21 Q. -- these proposed w e l l u n i t s against t h e i r 

22 w i l l ? 

23 A. No. 

24 Q. Who do you seek t o - - w e l l , would you i d e n t i f y 

25 E x h i b i t 2 f o r the Examiners? 
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1 A. Okay. E x h i b i t 2 was a w e l l proposal t h a t I 

2 sent out t o a l l of the i n t e r e s t owners i n t h a t proposed 

3 u n i t . 

4 Q. Have a l l the -- w e l l , l e t ' s make i t simple. 

5 Which of these i n t e r e s t owners have not yet j o i n e d i n the 

6 well? 

7 A. Margaret Rhea, Wir t Rhea Estate. 

8 Q. And t h a t ' s on the f i n a l page of the w e l l 

9 proposal; cor r e c t ? 

10 A. Correct. I t says, "Wirt Rhea, deceased." His 

11 w i f e i s Margaret Rhea. 

12 Q. Those are the only i n t e r e s t s t h a t have not 

13 j o i n e d i n the well? 

14 A. Correct. 

15 Q. What i s the approximate working i n t e r e s t of 

16 the --

17 A. From what I can f i g u r e , she's got l i k e a h a l f 

18 of 1 percent working i n t e r e s t i n t h a t 160 p r o j e c t area. 

19 Her i n t e r e s t i s a c t u a l l y derived from an i n t e r e s t i n the 

20 northeast q u a r t e r of 17. I mean t h a t ' s -- you know, 

21 t h a t ' s what I c o n t r i b u t e -- t h a t ' s where her i n t e r e s t 

22 came from. 

23 Q. Have you at tempted any o the r contacts w i t h 

24 Margaret Rhea? 

25 A. Yes, I have. I have sent her t h i s proposal by 
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1 c e r t i f i e d m a i l , which we sent a l l the other ones by 

2 c e r t i f i e d m a i l . And t h i s one we never d i d get a 

3 response, and f i n a l l y the c e r t i f i e d mail package came 

4 back. She d i d n ' t p i c k i t up. 

5 And she's also over there i n Section -- the 

6 other s e c t i o n t o the west i n t h a t JOA. She's i n t h a t 

7 deal. And I sent a w e l l proposal on the 18 5H, which we 

8 r e c e n t l y d r i l l e d over there, and same t h i n g happened 

9 there. I t never got picked up. So I thought, "That's 

10 strange." 

11 So I c a l l e d her on the phone. I had her phone 

12 number. She l i v e s i n Dallas. And I t h i n k I c a l l e d her 

13 at l e a s t a couple dozen times. I mean I c a l l e d and 

14 c a l l e d and c a l l e d u n t i l I was blue i n the face. She used 

15 t o have an answering machine. No answering machine, 

16 nothing p i c k s up. 

17 So I s t a r t e d t h i n k i n g maybe she's working, 

18 maybe she don't want t o pi c k up her c e r t i f i e d m a i l . So I 

19 thought I ' l l c a l l her on a weekend, Saturday, Sunday, 

20 a f t e r hours, whatever. No answer. 

21 So then I thought maybe i f I send her j u s t a 

22 r e g u l a r l e t t e r i n the m a i l , maybe she d i d n ' t want t o p i c k 

23 up c e r t i f i e d m a i l . So I sent her a re g u l a r l e t t e r i n the 

24 m a i l about a month ago, and she never responded. I said, 

25 "Please give me a c a l l . I need t o discuss w i t h you the 
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1 formation of a u n i t over there i n which you have acreage. 

2 Please give me a c a l l . " And I've t a l k e d t o her i n the 

3 past. I don't know where she's gone. 

4 Q. Did you check w i t h your d i v i s i o n or department 

5 t o see i f she was i n other w e l l s operated by you? 

6 A. She i s i n the u n i t t o the west. She's i n the 

7 Sand Tank 18 Fed Com Number 2H, 3H and 4H. She's i n 

8 those w e l l s and she p a r t i c i p a t e d as a working i n t e r e s t 

9 owner. 

10 Q. And she i s being p a i d at t h a t same address? 

11 A. Correct. I t ' s j u s t k i n d of a mystery t o me 

12 where she's a t . 

13 Q. I n your o p i n i o n , have you made a g o o d - f a i t h 

14 e f f o r t t o o b t a i n v o l u n t a r y j o i n d e r of the estate and 

15 Mrs. Rhea i n the well? 

16 A. I have. 

17 Q. What i s E x h i b i t 3? 

18 A. That i s the AFE t h a t we sent out t o a l l the 

19 working i n t e r e s t owners f o r the cost of the w e l l , how 

20 much the w e l l was going t o cost t o d r i l l and complete the 

21 dry hole or completed costs. 

22 Q. And the completed cost i s about four and a 

23 t h i r d m i l l i o n d o l l a r s . I s t h a t cost f a i r and reasonable 

24 and i n l i n e w i t h the costs of other w e l l s d r i l l e d of t h i s 

25 depth? 
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1 A. Yes. 

2 Q. And you have immediate experience i n the 

3 o f f s e t w e l l s , d r i l l i n g these wells? 

4 A. Yes. 

5 Q. So EOG has a good handle on the costs? 

6 A. Correct. 

7 Q. What overhead r a t e s do you request? 

8 A. I n t h a t p a r t i c u l a r one, 6,000 d r i l l i n g w e l l 

9 rates and 600 producing w e l l r a t e s . 

10 Q. Are those overhead r a t e s common f o r w e l l s of 

11 t h i s depth i n t h i s area? 

12 A. Yes. 

13 Q. Do you request t h a t the maximum cost plus 2 00 

14 percent p e n a l t y be a p p l i e d against any nonconsenting 

15 i n t e r e s t owners? 

16 A. Yes, I do. 

17 MR. BRUCE: Mr. Examiner, E x h i b i t 4 i s my 

18 n o t i c e l e t t e r t o Margaret Rhea and the Estate of Wirt 

19 Rhea, the same address used by Mr. Hurlbut, but you can 

20 see t h i s one was picked up. So she d i d receive a c t u a l 

21 n o t i c e --

22 THE WITNESS: She did? 

23 MR. BRUCE: - - o f the a p p l i c a t i o n . 

24 THE WITNESS: Oh, she did? | 

25 MR. BRUCE: That's E x h i b i t 4. 
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1 EXAMINER BROOKS: I t looks l i k e i t . 

2 THE WITNESS: I don't know why she picked 

3 up yours and not mine. 

4 MR. BRUCE: I'm much more charming. 

5 THE WITNESS: I guess she d i d n ' t l i k e me. 

6 Q. (By Mr. Bruce) Does E x h i b i t 5 acc u r a t e l y 

7 r e f l e c t the o f f s e t operators t o the proposed w e l l u n i t ? 

8 A. Yes, i t does. 

9 Q. And so other than EOG, the only o f f s e t 

10 operator i s COG? 

11 A. Correct. Not t o be confused w i t h COG. 

12 MR. BRUCE: Mr. Examiner, E x h i b i t 6 i s my 

13 a f f i d a v i t of n o t i c e t o COG, and they received a c t u a l 

14 n o t i c e . 

15 Q. (By Mr. Bruce) Mr. Hurlbut, were E x h i b i t s 1 

16 through 6 prepared by you or under your supervision or 

17 compiled w i t h i n company business records? 

18 A. Yes. 

19 Q. I n your opinion, i s the g r a n t i n g of t h i s 

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

21 prev e n t i o n of waste? 

22 A. Yes, i t i s . 

23 MR. BRUCE: Mr. Examiner, I move the 

24 admission of E x h i b i t s 1 through 6. 

25 EXAMINER JONES: E x h i b i t s 1 through 6 w i l l 
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1 be admitted. 

2 ( E x h i b i t s 1 through 6 were admitted.) 

3 EXAMINATION 

4 BY EXAMINER JONES: 

5 Q. Margaret Rhea i s -- so she does own a small, 

6 small working i n t e r e s t ? 

7 A. Yes, she has a small working i n t e r e s t . 

8 Q. Over what time p e r i o d d i d you t r y t o contact 

9 her? Because t h i s one was signed on the 8th of --

10 A. When I see t h a t , t h a t ' s k i n d of l i k e news t o 

11 me. Because she has not signed any of my c e r t i f i e d cards 

12 or sent them back. Like I sa i d , I t r i e d t o c a l l her, no 

13 response. I'm t r y i n g t o t h i n k over what pe r i o d of time. 

14 I guess May 19th was the date t h a t we sent the l e t t e r s 

15 out t o the working i n t e r e s t owners, i n c l u d i n g her. So 

16 I've been t r y i n g t o get something from her since, from 

17 t h a t date forward or a l i t t l e a f t e r t h a t date. 

18 Q. Maybe she was out of the country or something. 

19 A. I don't get i t . 

20 EXAMINER JONES: Well, I ' l l t u r n t h i s over 

21 t o David. 

22 EXAMINATION 

23 BY EXAMINER BROOKS: 

24 Q. You t o l d me, but - - t o l d us, but I ' v e 

25 f o r g o t t e n . What percentage i n t e r e s t does Ms. Rhea own? 
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1 A. She has l i k e a h a l f of 1 percent working 

2 i n t e r e s t i n the w e l l . 

3 Q. When you say, "working i n t e r e s t , " does she 

4 have an i n t e r e s t i n the lease? 

5 A. She's a leasehold owner. She's not a mineral 

6 owner. 

7 Q. Not an unleased mineral i n t e r e s t ? 

8 A. Correct. 

9 Q. I s t h i s a l l fee land, or i s there any State 

10 land involved? 

11 A. There's no fee lands i n v o l v e d at a l l . 

12 Q. No fee lands? 

13 A. No fee lands? The west h a l f of 16 i s a l l 

14 State, and the west h a l f of 17 i s a l l f e d e r a l . 

15 MR. BRUCE: You mean the east h a l f of 17. 

16 THE WITNESS: I'm sorr y . The east h a l f of 

17 17 i s a l l f e d e r a l , and the west h a l f of 16 i s State. 

18 Q. (By Examiner Brooks) Okay. 17 i s the se c t i o n 

19 t h a t you have s p l i t between your two sets of h o r i z o n t a l s ; 

20 r i g h t ? You've d r i l l e d h o r i z o n t a l s o f f t o the west i n 17 

21 and 18; i s t h a t r i g h t ? Are those EOG wells? 

22 A. Okay. The p l a t t h a t you have there, yeah, the 

23 u n i t t o the west, which i s k i n d of o u t l i n e d there, k i n d 

24 of dark o u t l i n e d , 18 and 17, t h a t ' s our f i r s t u n i t t h a t 

25 we created i n there under a JOA. And Margaret Rhea has 
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an i n t e r e s t i n t h a t , and she d i d si g n the JOA i n t h a t 

2 case. But over there i n t h i s new u n i t t h a t we 

3 put together by sending out the May 19th l e t t e r w i t h a 

4 JOA c r e a t i n g t h i s u n i t , she has not responded t o t h a t . 

5 Q. The east h a l f of 17 i s State lands. I s the 

6 west h a l f State lands? 

7 A. No, no. The east h a l f of 17 i s a l l f e d e r a l . 

8 Q. That's f e d e r a l . The west h a l f of 16 i s State? 

9 A. State. I n f a c t , a l l of 16 i s State. 

10 Q. Okay. I s the Commissioner okay w i t h what 

11 you're doing down there? 

12 A. I've not been t o l d anything d i f f e r e n t . 

13 EXAMINER BROOKS: Very good. 

14 EXAMINATION 

15 BY EXAMINER JONES: 

16 Q. You have other w e l l s t h a t have crossed s e c t i o n 

17 l i n e s t o the west th e r e ; i s t h a t r i g h t ? Am I seeing t h a t 

18 c o r r e c t l y ? 

19 A. Correct. That s t u f f i n 18, they're d r i l l e d 

20 i n -- they're c a l l e d Sand Tank 18. They went from 18 

21 i n t o 17. 

22 Q. There's f o u r w e l l s t h a t have crossed the 

23 section? 

24 A. Correct. They're a l l second Bone Spring 

25 w e l l s . We may be going i n there and p o s s i b l y down the 
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1 l i n e maybe going i n there and d r i l l i n g some f i r s t Bone 

2 Spring h o r i z o n t a l w e l l s on the same -- l i k e on the same 

3 pad, but not i n the same borehole. 

4 Q. Do you know offhand i f any of those were State 

5 lands? 

6 A. I n which section? 

7 Q. Section 18. 

8 A. 18 i s a l l f e d e r a l , 17 i s a l l f e d e r a l , and 16 

9 i s a l l State. 

10 Q. So t h a t was a l l federal? 17 and 18 are 

11 federal? 

12 A. Correct. 

13 Q. This i s the f i r s t time i n t h i s area you 

14 crossed State -- d r i l l e d i n t o State lands across s t a t e 

15 l i n e s , s t a t e s e c t i o n l i n e s ? 

16 A. Correct. 

17 EXAMINER JONES: Okay. I have no more 

18 questions. 

19 EXAMINER BROOKS: Nor do I . 

20 THE WITNESS: Predominantly i n a l l 

21 townships i n New Mexico, i t ' s not gospel, but 

22 predominantly the State i s Section 16. Section 16 i s 

23 probably predominantly State. I t h i n k there was f o u r 

24 sections t h a t they ended up g e t t i n g , and they were 

25 Sections 2, 16, 32 and 36. 
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1 EXAMINER BROOKS: There are a l o t of 

2 places where they traded o f f ? 

3 THE WITNESS: Right, they've done trades 

4 back and f o r t h over a p e r i o d of time. So t h a t k i n d of 

5 changes. But predominantly, they were given four 

6 sections out of each township. 

7 EXAMINER JONES: .Thank you. 

8 JAMES MORRIS 

9 Having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 

10 DIRECT EXAMINATION 

11 BY MR. BRUCE: 

12 Q. Mr. Morris, could you i d e n t i f y E x h i b i t 7 f o r 

13 the Examiner? 

14 A. E x h i b i t 7 i s a s t r u c t u r e map on the base of 

15 the second Bone Spring F sand, which i s the o b j e c t i v e 

16 horizon. I t shows t h a t the formation i s dipping o f f one 

17 t o two degrees t o the southeast. 

18 Q. What i s E x h i b i t 8? 

19 A. E x h i b i t 8 i s a gross i n t e r v a l icopach of the 

20 pay sand t h a t shows the -- there's going t o be about 50 

21 f o o t across the w e l l path of the 17 3H w e l l . 

22 Q. From a geologic standpoint, we've already 

23 discussed t h a t the west h a l f of 18 was not included i n 

24 some h o r i z o n t a l wellbores. I s there a geologic reason 

25 f o r that? 
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1 A. Yes. You can see the w e l l i n the west h a l f 

2 there shows a number of 50 f e e t gross i n t e r v a l o v e r a l l . 

3 These other w e l l s have 70 or 80 f e e t . We wanted t o be i n 

4 the t h i c k e s t p a r t of the r e s e r v o i r , so t h a t ' s why we put 

5 the w e l l s i n the east h a l f and d r i l l e d across i n t o 

6 Section 17, t o optimize our pro d u c t i o n rates and have a 

7 b e t t e r chance of making a good w e l l . 

8 Q. Of course stand-up w e l l s could be d r i l l e d i n 

9 the west h a l f of 18; could they not? 

10 A. Yes, they could. 

11 Q. And what i s E x h i b i t 9? 

12 A. E x h i b i t 9 i s a cro s s - s e c t i o n t h a t goes from 

13 Section 18. I t takes the south-most w e l l of Section 18 

14 through the 17-3 p i l o t hole w e l l t h a t we had d r i l l e d and 

15 includes the Sand Tank 17 Fed 1 and the w e l l i n Section 

16 16. And i t shows the c o n t i n u i t y of the second Bone 

17 Spring F sand across t h i s whole i n t e r v a l , and i t ' s about 

18 50 f o o t t h i c k o v e r a l l . I t ' s shown i n green. 

19 Q. So the thickness going from Section 18 east 

20 i n t o Section 16 i s p r e t t y s i m i l a r thickness? 

21 A. Right, s i m i l a r thickness o v e r a l l . 

22 Q. And you would expect each q u a r t e r / q u a r t e r 

23 s e c t i o n t o c o n t r i b u t e t o production? 

24 A. Yes, I would. 

25 Q. And f i n a l l y , what i s E x h i b i t 10? 
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1 A. E x h i b i t 10 i s our APD and plans on how we are 

2 going t o d r i l l the w e l l . And we have d r i l l e d a p i l o t 

3 hole w e l l . We d r i l l a 4,000 -- are d r i l l i n g a 4,000 f o o t 

4 l a t e r a l across t h a t s e c t i o n . 

5 Q. And again, how many completion stages i n t h i s 

6 well? 

7 A. This i s going t o be the same as the Parkway. 

8 Six stages, w i t h f o u r c l u s t e r s per stage. 

9 Q. Were E x h i b i t s 7 through 10 prepared by you or 

10 under your supervision or compiled of company business 

11 records? 

12 A. Yes, they were. 

13 Q. I n your o p i n i o n , i s the g r a n t i n g of t h i s 

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

15 prevention of waste? 

16 A. Yes. 

17 MR. BRUCE: Mr. Examiner, I move the 

18 admission of E x h i b i t s 7 through 10. 

19 EXAMINER JONES: E x h i b i t s 7 through 10 

20 w i l l be admitted. 

21 ( E x h i b i t s 7 through 10 were admitted.) 

22 MR. BRUCE: I have no f u r t h e r questions of 

23 the witness. 

24 

25 
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EXAMINATION 

2 BY EXAMINER JONES: 

3 Q. Okay. So t h i s s t r u c t u r e map shows i t ' s about 

4 4,000 fee t below sea l e v e l ? 

5 A. I t ' s 4,600 f e e t below sea l e v e l . Elevations 

6 out there are about 3,500 f e e t . So the depths are 8,100 

7 f e e t , approximately. 

8 Q. But you could d r i l l some stand-up w e l l s i n the 

9 west h a l f of 18; i s t h a t correct? 

10 A. Yes, we could, and we may l i k e l y . Yates i s 

11 c u r r e n t l y d r i l l i n g a w e l l i n Section 13. 

12 Q. Stand-up? 

13 A. No. I t ' s a lay-down across the n o r t h h a l f of 

14 the n o r t h h a l f . 

15 •Q. So you're going t o watch and see what happens 

16 there? 

17 A. Right. 

18 Q. Do most people l i k e t o d r i l l the p i l o t holes . 

19 out here? 

20 A. Yes, f o r the most p a r t . Although the w e l l s i n 

21 Section 20 are d r i l l e d by Mewbourne, and they do not have 

22 p i l o t holes. 

23 Q. So i t k i n d of i n d i c a t e s a l i t t l e data there? 

24 A. I don't have i t . There was no w e l l logs 

25 there. They d i d not penetrate the marker t h a t I'm using 
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1 f o r my map. 

2 Q. Which i s un f o r t u n a t e . 

3 A. Yes, i t i s . 

4 Q. But I guess they t h i n k they can save some 

5 money doing that? 

6 A. Right. You know, you can probably save a 

7 qua r t e r m i l l i o n , q u arter t o a h a l f a m i l l i o n d o l l a r s not 

8 d r i l l i n g a p i l o t hole. 

9 Q. But i f i t saves you from d r i l l i n g a w e l l t h a t 

10 you shouldn't d r i l l l a t e r --

11 A. Right. The f a c t t h a t they made successful 

12 w e l l s down there gave us the encouragement t o d r i l l our 

13 w e l l s i n 17 t o the west. So we were a l i t t l e nervous 

14 about t h a t . 

15 Q. Do you expect more c o n t r i b u t i o n s from Section 

16 18 and Section 17 -- I mean 17 and 16 i n these wells? 

17 A. I can't r e a l l y t e l l . I don't r e a l l y know. 

18 Q. You're w e l l coached by your attorney. 

19 A. No, he d i d n ' t -- the p o r o s i t i e s are s i m i l a r . 

2 0 The p o r o s i t y i s lower here i n 17 and 16 than what i t was 

21 i n 18. So we're a l i t t l e nervous about them, but I t h i n k 

22 a l l 40 acres w i l l d e f i n i t e l y c o n t r i b u t e . 

23 Q. But you don't consider t h i s a shale, do you? 

24 A. No, i t ' s not a shale. I t ' s a s i l t y sand. 

25 Q. S i l t y sand? And people are d r i l l i n g i n shale, 
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1 i s what they c a l l i t . Or do you c a l l them shales? 

2 A. Right. Right. Yeah. We're d r i l l i n g a number 

3 of w e l l s t o the south, t h a t Avalon or Leonard Shale 

4 s e c t i o n . 

5 Q. Okay. I know the Bakken had some sands around 

6 i t t h a t may have been h o l d i n g a l o t of t h a t o i l there? 

7 A. Right. The Bakken had a s i l t stone r i g h t i n 

8 the middle of i t t h a t probably was a c a r r i e r bed f o r most 

9 of the r e s e r v o i r . 

10 Q. Right. 

11 A. And t h i s may be s i m i l a r . We've been d r i l l i n g 

12 our l o c a t i o n s where the zone i s t h i c k e s t and has the best 

13 p o r o s i t y , but i t may be pro d u c t i v e i n t i g h t e r s ections. 

14 This w e l l i s k i n d of t e s t i n g t h a t . 

15 Q. Not considering the l i m i t a t i o n s of f r a c t u r i n g , 

16 you would p r e f e r t o stay i n the conduit sand, wouldn't 

17 you? 

18 A. Right. We plan t o stay i n the green i n t e r v a l 

19 there. So t h a t i s where the best p o r o s i t y i s and -- so 

2 0 yeah. 

21 Q. I f they can f r a c k i n t o something else, t h a t ' s 

22 great. But at l e a s t you've got something t h a t you --

23 A. Right. And i t ' s been our experience t h a t you 

24 want t o d r i l l i n the best r e s e r v o i r rock you can f i n d , 

25 and you're going t o make a b e t t e r w e l l o v e r a l l . 
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1 Q. Do you consider a l l f o u r of these standard 

2 40-acre t r a c t s you want t o b i s e c t t o c o n t r i b u t e t o the 

3 w e l l , do you p r e d i c t t h e y ' l l a l l c o n t r i b u t e t o t h i s well? 

4 A. I do. 

5 Q. Why aren't you d r i l l i n g another 2,600 feet? 

6 Why do you stop there? 

7 A. Just convention, I guess. We don't have as 

8 large an i n t e r e s t i n t h a t , so we're going t o have a 

9 bigger i n t e r e s t i n the l o c a t i o n t h a t we're d r i l l i n g 4,000 

10 f e e t . I t ' s probably a matter of economics, and we have 

11 more c o n t r o l on i t . 

12 Q. So you would be spending more money and t a k i n g 

13 the same r i s k , b a s i c a l l y , geologic r i s k ? 

14 A. I t h i n k the sand i s there i n t h a t p a r t of i t . 

15 Q. So there's geologic c e r t a i n t y , but there's not 

16 commercial c e r t a i n t y ? 

17 A. Right. 

18 Q. So you have commercial r i s k ? 

19 A. Right. That's p a r t l y why we're l i m i t i n g i t . 

20 But we want t o see i f t h a t lower q u a l i t y pay i s going t o 

21 be economic or not. 

22 Q. But from your conversations w i t h d r i l l i n g 

23 engineers, they can j u s t keep going; i s t h a t correct? 

24 A. They could, yes. And we have d r i l l e d some of 

25 the shale w e l l s t o the south t h a t distance. So yes, i t ' s 
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1 very f e a s i b l e t o do, and we could have done i t , I guess. 

2 We j u s t never thought t o do i t . 

3 Q. I guess I'm way out of date. Ten t o 12 years 

4 ago, the r i s k , the d r i l l i n g r i s k was p r e t t y s i g n i f i c a n t 

5 f o r h o r i z o n t a l w e l l s . You might lose your w e l l by 

6 keeping going, and you were d r i l l i n g t o i n t e r s e c t 

7 f r a c t u r e s . But you're not wo r r i e d about t h a t , f r a c t u r e s , 

8 here? 

9 A. No. I don't t h i n k there's a s i g n i f i c a n t 

10 amount of f r a c t u r e s . I t h i n k most of these r e s e r v o i r s i s 

11 c o n t r i b u t i n g by the mat r i x of the formation. 

12 Q. As opposed t o i f you had a shale, i f you're 

13 d r i l l i n g i n shale, you'd s t i l l be t r y i n g t o i n t e r s e c t 

14 f r a c t u r e s ; i s t h a t correct? 

15 A. Yes, we would. 

16 Q. Even though, however, f r a c t u r i n g i s b e t t e r 

17 now, but you s t i l l go f o r those n a t u r a l f r a c t u r e s i n the 

18 shale? 

19 A. Yeah. The n a t u r a l f r a c t u r e s are going t o 

2 0 increase your production r a t e s and whatever i f you can 

21 i n t e r s e c t them or whatever. 

22 Q. I digress a l i t t l e b i t . 

23 A. That's why we f r a c k them and put these huge 

24 fracks on them, i s t o create f r a c t u r e s f o r i t t o flow 

25 i n t o . 
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1 Q. Does your people t e l l you t h a t -- do you 

2 c o n t r i b u t e i n f o r m a t i o n t o the reserves c a l c u l a t i o n s on 

3 these? 

4 A. Only i n t h a t they may use my isopach maps t o 

5 determine how much pay there i s i n d i f f e r e n t p a r t s of the 

6 s e c t i o n or something l i k e t h a t . 

7 Q. B a s i c a l l y , t h i s i s i t , then? This green 

8 s e c t i o n i s what? 

9 A. That's p r e t t y much what I t h i n k i s the paying 

10 i n t e r v a l f o r t h i s sand. I'm not- -- i t ' s possible some of 

11 those i n t e r v a l s or the sand above here may be 

12 c o n t r i b u t i n g as w e l l . That's i f they f r a c k up i n t o t h a t . 

13 Whether they do or not, I'm not an expert i n t h a t area. 

14 Q. They're not t e l l i n g you about that? 

15 A. No. I t hasn't been easy f o r our r e s e r v o i r 

16 engineers t o come up w i t h c a l c u l a t i o n s t o put a l l the 

17 reserves i n t h a t zone t h a t we're a c t u a l l y g e t t i n g out of 

18 them. 

19 Q. Sounds l i k e the coalbed methane versus sand 

2 0 conundrum? 

21 A. We get more out of them than what we 

22 a n t i c i p a t e d or what we would c a l c u l a t e under normal 

23 c o n d i t i o n s . So there may be some unconventional nature 

24 too. That's another reason t h a t gave us the impetus t o 

25 go i n t o t h i s lower q u a l i t y rock. 
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1 EXAMINER JONES: Thank you very much. 

2 EXAMINATION 

3 BY EXAMINER BROOKS: 

4 Q. Okay. From what you sa i d i n response t o Mr. 

5 Jones' questions, I gather you do not consider the 

6 r e s e r v o i r t o be i n f e r i o r i n the east h a l f of 16 t o what 

7 i t i s i n the west h a l f ? 

9 r i g h t side of the cross-s e c t i o n , the Hurl State Com 1, 

10 i t ' s i n spot A. To me, t h a t looks t o be as good a 

11 q u a l i t y of rock there as the w e l l we d r i l l e d i n the 17 

12 3H. So I see no reason why at t h i s p o i n t i t ' s not 

13 prospective over t h e r e . 

14 Q. I t looks l i k e i n Sections 7 and 8 they they've 

15 d r i l l e d stand-ups? 

16 A. Right. Those are our w e l l s . We d r i l l e d 

17 those. 

18 Q. I s there any reason t o p r e f e r stand-ups or 

19 lay-downs, one way or the other, i n t h i s area? 

20 A. My boss p r e f e r s d r i l l i n g east/west l a r g e l y 

21 because of the s t r e s s f i e l d s t h a t are out there are going 

22 t o i n t e r s e c t more f r a c t u r e trends or can produce i t 

23 b e t t e r or f r a c k i t b e t t e r by d r i l l i n g east/west w e l l s . 

24 EXAMINER BROOKS: Very good. That's a l l I 

2 5 have. 

8 A . Not r e a l l y . I f you look a t t h a t w e l l on the 
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1 MR. BRUCE: Nothing f u r t h e r . Now t h a t 

2 Mr. Bassore set the precedent, can I come i n shorts and a 

3 T - s h i r t t o these hearings? 

4 EXAMINER BROOKS: You know I don 11 enforce 

5 any dress r u l e s here. 

6 MR. BRUCE: Be c a r e f u l what you say. 

7 EXAMINER BROOKS: There were dress r u l e s 

8 f o r us imposed by J e n n i f e r Salsbury, I b e l i e v e . I 

9 haven't t a l k e d t o John about them. 

10 EXAMINER JONES: Thank you a l l . With 

11 t h a t , w e ' l l take Case 14 723 under advisement, and the 

12 docket i s closed. 
13 * * * 

14 

15 

16 

17 

18 ' ^ h*<8oy ^ r i l f y that ffe9 forafetty 

a sompiese record c f fh® p r o c e e d i n g !n 
19 fc« Examiner hearing of Case No. * 
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