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" DEDICATION AND AN EXCEPTION TO THE SPECIAL RULES AND

- EXAMINER HEARING - ' ..*
September 29, 2011 = ,23_
Santa ‘Fe, New. Mexico C
BEFORE:  WILLIAM VvAJONES,'Techhical Examiner . Lu_
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

N 1
IN THE MATTER OF THE HEARING CALLED ' (
BY THE OIL CONSERVATION DIVISION FOR '
THE PURPOSE OF CONSIDERING:

CASE: 14738
14739 -

APPLICATION OF EOG. RESOURCES INC., FOR SIMULTANEOUS

REGULATIONS FOR THE RED HILLS Bone Sprlng POOL, LEA. COUNTY
NEW. MEXICO. : ‘

s

REPORTER'S TRANSCRIPT OF PROCEEDINGSG

DAVID K. BROOKS, Legal Examiner &= . -t

This matter came on for hearlng before ‘the New

'MexicofOil Conservation Division, WILLIAM V. JONES, Technlcal
‘Examiner, and DAVID K. BROOKS, Legal Examiner, on September -

29, 2011, at the New Mexico Energy, Minerals and Natural
Resources Department, 1220 South St. Francis, Drive, Room
102, Santa Fe, New Mexico. : ‘

REPORTED BY: .Irene Delgado, NM CCR. 253

Paul Baca Professional Court Reporters
500 Fourth Street, NW, Suite 105
" Albuquerque, New Mexico 87102
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Page 3
EXAMINER JONES: Let's call a couple of cases

-together, I think.

MR. FELDEWERT: Yes.

_EXAMINER JONES: Case 14738 and Case 14739, both of

them appear to be applications of EOG Resources Incorporated
for simultaneous dedication and an exception to the special
rules'andAregulations for the Red Hills-Bone Spring Pool in

u_Lea County, New Mexico. Call for appearances.

"MR"FELDEWERT- If it please the Examiner; Michael

‘;Feldewert w1th the Santa Fe offlce of . the law flrm of Holland

& Hart appearlng on behalf of the EOG Resources Inc ‘and I

~have three witnesses here today

EXAMINER JONES: Any otheriappearances?:h
(No response.) | 7 -
. EXAMINER JONES: Will the"Witnessesrplease-stand-and
state YOursnames. . | | |
‘ - MR. HOLDER: bouglas W. Hurlbut. -

HMR.VROBERTSONr' Ste&en;b; Robertson.
MR. MORRIS: William J. Morris. - .
:EXAMIﬁER JONES: Will the court reporter please'

snear the,nitnessesh | | .. ;

(Oath.administered.)

PAUL BACA PROFESSIONAL COURT REPORTERS
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Page 4 |
DOUGLAS HURLBUT \

'(Having been sworn, testified as follows:)

DIRECT EXAMINATION

"BY MR. FELDEWERT:

AfQ, Wouid‘YOu.please state. your full name fer the'
record?v | |
CAL “Douglas W. Hurlbut.
V'Q;= 'By whom are you employed and in what capa01ty°
;A._7 EOG Resources, as petroleum landman
4hQ: .1Mr..Hurlbut; have you prev1eusly testified beforej

"this Division? .

A, - Yes, I have.

Q. . -Were your credentials as a petroleum 1andman -

.:aceepted and made a matter of'public record?

. A. Yes,vthey have‘

-iijg Are you famlllar w1th the two appllcatlons that EOG_ i_

has flled 1n these consolldated cases° .

- A:t Yes, Iram;
aQi"izAre;YOu familiar with the étatus'of‘lands ih'thej'
subjeet_area?”‘ | | |
| 'A; ,_ies, I .am.

'MR. FELDEWERT: Mr. Examiner, I would tender

eri~Hurlbut as expert withess in petroleum land matters.

EXAMINER JONES A So"qualified._

Q. Would you turn to EOG Exhibit Number 1 and 1dent1fy‘?

PAUL BACA PROFESSIONAL COURT REPORTERS
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yBone Sprlngs Pool° _

Page 5

what you seek under these two applications? -

A. First seek a.plan of developnent for the area, and
we alsoAare seeking perniseion to drill numerous horizontal
wells. in the Lebnard'ShaleA;—'Leonard Shale in the Red Hill-
Bone Springs Pool.ae'depioted.on these two areas that'we.have
here outlined in red.

Q. ﬁow, you have twovseparateyspacing unite identified
in red on:the-plath'oorrect? |

A. . Correct. . |

Q. 'How many acres is'comprised into these two stand¥up_"$

“A. 440 acresﬁinﬁeach[-
Q. Do you 1ntend to dedlcate each spacing unit to the '
three wells 1dent1f1ed ‘on the plat°

CA. Yes, we do

Q:- What are your current horlzontal drllllng plans for

the Leonard Shale portlon of the Red ‘Hills- Bone Sprlngs PoolV

fHow far apart do you 1ntend to space these wells9“

AL Okay Well we - are on d01ng an 880 foot spac1ng

'Q.;' And is your target the Leonard Shale portlon of the

“ AL YeS,”ltulS, It is a shale.

Q. H:And_where iéhthat -- to your knowledge, where is

‘that located‘within the geology of-the Bone Springsr

.Formation? -

T
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A. At about 9,000 feet.

Q. Do you have a geologist that's going to confirm that

A. Yes, we do.

Q. Is there a possibility, Mr. Hurlbut that, as you
proceed with your development of this acreage, that you may
add addltlonal horlzontal wells at some p01nt in time if
that's deemed neceseary? |

A; It's possibie;

Q. But at thie pOint} though, you plan‘on drilling

. A. Correct..

Q. Is the'areafthatfs'atnissue here subject to special -

A. "Yes,,they are

.A'Q. And they have been marked as EOG EXhlblt Number 29 |
A. 'Yes; they have been |
er And what - 1s the ——'what are the. exceptlons that you

seek for purposes_of,theee;wells from-these spe01a1 pool -

‘A. Well we want to bas1cally have. an 1ncreased dens1ty'f

"Q. " 'So if I look at the_current-pool.rules, they require

T e ————

A. 'Correct.

PAUL BACA PROFESSIONAL COURT REPORTERS
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Page 7
Q. And i1f I then loock at Rule 2 under the special pool

rules, they, at this time, only allow one well per quarter

‘quarter section?

A. That s correct.

Q. And then under Rule 4, is it not true that each well

is required to be no closer than 330 feet to any governmental

quarter quarter section?
A. That's correct.

Q. Were these -- this Exhibit 2 reflects that these

‘pool rules were enacted firstrin'1994‘and then amended in

© 1995

Al That's right{d

0. ~ At. that pointfin’time,,Mr. Hurlbut, was EOG or

fanyone‘else drillinngells‘in the:Leonard;Shaleiportion of

' the Bone Springs Formation?'

'1A}.‘ No, they were not

Q. Now, if I then 1ook back at your development plan

_here,with,the Leonard Shale_portlon;of the»Bone Springs

‘"Eornation,‘you‘need an'egception topthesehspecial pool rules, . %
.doqyouAnot?t. S L . 4_‘.. SR B
‘OA. Yes,.we do ‘ : o | g
, Q;. In fact, if I look at your plat here and I look at g

the southwest quarter of the northwest quarter, it would

appear that you are going’to have a total of three wells in

that particular quarter quarter.section?

PAUL BACA PROFESSIONAL COURT REPORTERS
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-A, That's correct. -
Q. Okay. And then since you are doing horizontal

wells, internally the horizontal wells are not going'to

comply with the internal 330-foot setbacks?

A.  That's correct.
- Q. All right.v Will the producing interval of your

proposed horizontal wells remain at least 330 feet from the

5‘outerubbundary of.your designated spacing.unit?

AL Yes, they w1ll be.

‘Q]. If I turn to EXhlblt Number 3 'is that ——'does that
1dent1fy the current footage locatlons for your proposed
wells?a |

a:A.f:'Yes, it does

‘ZOQ:_ ~And dld you meet’ w1th the BLM- for purposes of

udeveloplng these surface locatlons for these wells’

As Yeahy We met~w1th BLM 'and of the six 1ocationS‘

1here, ‘we had ‘to change flve of them

'QjﬂjﬁI know, for'example, the Dlllon Fed Com Number 3H.
has”a"surface‘location of 580 feet@fromAthe north‘llne?

':A.’_.Correct. And_the‘reason for that/ there was surface

reasons for -- for moving all five‘of~the'six'pipelines or

roads, ‘and’ on that " particular one there is a callche p1t I

‘,thlnk it was. 4_That's.the»reason we had to moverlt south of

the caliche pit.

Q. But for each of these six wells. your penetration

PAUL BACA PROFESSIONAL COURT REPORTERS
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point 1s going to remain 330 feet from the outer boundary of
the spacing unit?

A.. That's correct,

Q. Now, if I~1ook.baok‘at EOG Exhibit Numberll, it
shows, Mr.,Hurlbut, an existing horizontal well in -the north
half of Section 6. | |

A. .Correct. ,

dO}'J'And'you have outlined the spacing'unit and_prOject
area in green?d" - | - A
AL O That}s correct‘.

lefl, It's 1abeled the Dlamond 6 Federal Number 2 d.Where‘

VlS that partlcular ex1st1ng well completed°

',34A.' In the Thlrd Bone Sprlngs Sand

- Q. And to your knowledge, roughly,OWhere'is the sand

portlon ‘of the Bone Sprlngs formatlon in relatlon to ‘the -

vLeonard Shale portlon°

A-. 12, OOO'feet

;é; '1And the Leonard Shale portlon 1s where'>
AL 4_':9 000. | o |

Q. »Okay..'b

A. 'There is about‘a 3, 000-foot. difference. N
,Qt "_And I'kﬁow you are.not a geologlst and you re g01ng _%

to have a geologlst testlfy here today, but to your

knowledge, is the Third Bone Sprlngs Sand a‘dlfferentvi

producing interval from a shaliower shale?

PAUL BACA PROFESSIONAL COURT REPORTERS
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A Yes, it is.

Q. And since we then, we kind of circle back then( if I
look at this map and I lookjat,the southwest quarter of  the
northwest quarter, because of that existing welivand new
develoément plan, you.actually have three wells completedain

the Bone Springs Formation in that particular quarter

A. That's correct.
Q. Or I shculdVsaYeQuarterAquarterAsection[
-A.  Right. |
Q. 'Is:that‘another reason;why'you need the excebtioh téi}%

‘the denéity'requirements:and‘epecial pocl'rules?

“A. That's correct
jQ.»,.Okay; Then dld you 1dent1fy, Mr. Hurlbut and
prov1de notlce of thlS hearlng to all of the known 1nterest

owners in .the quarter quarter-sectlons surroundlng each of'

A. ‘,Yes}'we'didgh

Q. If I turn to Exhibit Number 4, which is an affidavit

west half»ofgSectioh 31?“-
AL fes( it is.

Q. _And-the'northwest quarter of Section 6?

“A. Yes, -it is. .

A R S RS R oy
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a2251e95-26d8-49f8- 98d5-95coe7969a97




10 -
11

13
14
"151.
: _. 16
17
118
1:9.

.20

21

22

23

24

25

_ _ Page 11
Q. And then Exhibit Number 5, which is.the affidavit

and notice for Case 14739, does that correspond then with the
spacing unit for the east half of Seotion 31 and the |
northeast quarter'of Section 6°?

A. Yes, it does. |

Q." And on each of those exhlblts, the third page

reflects, does it not, that you had addresses for each of the- f

interest owners?

'A; _Yes. Yes, we dld
' Qi | Okayb .Now, then to’ wrap thlS up,.does ﬁkhibit
Number 6 contain the. aff1dav1ts for the publlcatlon in the
Lov1ngton Leader for. each of those cases° h
A. Yes, it doeS' | |

' QL‘ And 'does EOG 1ntend to present a geologlst and

g productlon englneer here today to further explaln your

development plan?.

A.f_ Yes, we do.
Qﬂ,: In your oplnlon, w1ll the grantlng of thls

appllcatlon be in the. best 1nterest of conservatlon, the :

-'prevent;on_of waste, and,protectlon_of correlative rights?

A. 'Yes, it w1ll be

Q. . And were EOG Exhlblts 1 through 6 prepared by you or

complled under your dlrectlon and superv1s1on9
A. . Yes..

~MR. FELDEWERT: Mr. Ekaminer, I‘moVe into evidence

PAUL BACA PROFESSIONAL COURT REPORTERS
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EXAMINER JONES: E#hibits 1 through 6 will be
admiﬁted. | |

(Exhibits 1 throuéh‘6 admitted.)

MR. FELDEWERT: That concludes my examination of
this witneés. |

'EXAMINER JONES : Okay. These -- youvjust want to’

~drill.wells longer, horizdntal‘Wells, is that correct, rather

’ than,——:You-ddn't~want to hold it within one section?

" THE WITNESS: Yeah,. oﬁr plan. -- yeah. Our plans are’

 #6 drill longer horizontal wélls, mile‘aﬁd,a‘half.'

i:f-EXAMINER:JQNES: ~Iﬁstead'of»drilling é6mé:Wélis'j.
in'f— iniéecﬁidn 6, lay dbwh'wells;EYOu wéﬁt'to_déill.
Véfgicalfe; I mean,HYOu waﬁ£f£o'drillvﬁofth4Southfwelis?
THE WITNESS : 3dorré§t;,_ |
B ‘EXAMINER_JQNEQ:..Yéu Qant.to dfiil sik‘horizontal
1Wélls*with the th_qﬁiﬁs,“is ﬁhéticbrféct? _ N |
"THE WITNESS : :C6rfeéﬁ. >”l
EXAMINER JONES: “Two -~
.' THE WITNESS: Two pfoﬁéct area.
EXAMINER JONES: wa*prcject“aréaé.
- THE WITNESS: 'Rightu | |

EXAMINER JONES: Now, didn't BLM form any kind of -

. ‘units for these, 6r;did --,they_justAappered your wells, but

did‘yéu go to them for any kind of unitization on this? .

PAUL BACA PROFESSIONAL COURT REPORTERS
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_of ownershlp between Sectlon 6 and Sectlon 319'

‘do is to establlsh a unlt operatlng agreement and-have‘_;

_everybody s1gn up under a unlt operatlng agreement on the

.anticipating'that everybddy will 51gn on. I don t think

- there is going to be anjbddy that's not. -

'even~3,000.feet deeper? EXpecting 0il wells?

Page 13
THE WITNESS: No.

EXAMINER JONES: Okay. Is it'--r
‘THE-WITNESS: We're not really forming a unit.
EXAMINER‘JONES: You arevdefinitely not forming two
units here,-or even one unit,_but‘what about ownerehip-within
the‘SectiOn 31 and Section 67? |
| THE WITNESS: There.are ether.owners involved in
that -- in those particular. areas.

EXAMINER JONES: There is -- is there7a difference -

THE WITNESS ' Yes; there is. What we are’ 901ng to

spread of thelr 1nterest so we “are 901ng to do that
EXAMINER JONES JOkay.f And you_antieipatefeverybody i
w1ll 51gn on?

.THE WITNESS: Yeah.

'“EXAMINER,JONESE]]BeCause you didn't ask for .
compulsory pooling here.
THE WITNESS: No, we didn't ‘do that but I'

EXAMINER JONES: And is this still -- still oil,

THE WITNESS: Oh, yes, yes.

'PAUL BACA PROFESSIONAL COURT REPORTERS
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Batateb it - . R ‘ N

" have, for example, that --

| Page 14
EXAMINER JONES: And that existing well, did it -- 1

is that the green outline on exhibit --

e WITNESS: What that is, that's the project area
for that particular well. It's a 240-acre project for that
particular well. | , |

EXAMINER.JONES% 'Okéy. So it excluded thé-east'half §
of the northeast quarﬁer? ' o
THE-WITNESS:. cOfreét.‘ Correct.
EXAMINER JONES£: Aha'why was that? Dé youAkﬁow'why?
_THE WITNESS: JI‘m.ﬁoﬁrsure; | I |
_iMR;*FELDEWERT;; Mr; Examiﬁer,Aif,I may,Tthéispegiélu

pool fUlés‘require‘SO—acfé spaciﬁgfunits for ‘these wélis,;so

EXAMINER JONES : 'Okay,:;~
: ,MR.VFELDEWERT:._Ff-thétapartiéular 80-a§ies'perhaps
éxciuded;:bﬁt tﬁey cQuld;stiil7deVelop'that;' R
-~_EXAM;NER-JOﬁEs:_'$§ that is an oii~well? .j
ﬂ'THE WITNEése 'cb££eét} |
'EXAMINER JONES;‘iOkaykl That's an oil'wéllzin'ﬁhé;
Red ﬁills—Boﬁe'Springs'péol?
:THE'WITNEéS:l'Pool;:'And it's in the saﬁd,Vthe

Second Bone Springs Sand.

'EXAMINER JONES: ' And it's in the sand? -

THE WITNESS: Right.

PAUL BACA PROFESSIONAL COURT REPORTERS
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Page 15

EXAMINER JONES: And it's still producing?

THE WITNESS: Correct.

EXAMINER JONES: So it:'e still going to maintain
its -- but it's a different 3,000 foot --

THE WITNESS: Yeah, a difference of about 3;000
feet. |

EXAMINER JONES: Okay. _Se‘yeu've got several
exceptions you are askingAfor here’ Just about everythlng in.

that Red Hills spe01al pool rule 1s belng -- so baS1cally, as

‘far asvthe same dedlcatlonf all»the notlces went out to-

- everyone surrounding -- -

THE WITNESS: Correct.
| EXAMINER JONES : -—"-thi_‘s-"aereage? L
THE WITNESS: - Correct . | |
EXAMINER JONEé; And'YOu'have;net_received —;ewere
yeufable to locate everybody° ' |
) THE WITNESS: - I thlnk it went out to- everybody I

think there was one green card that dldn't come back .and'

I don't have any idea. But'that's_thelr.address_we have used ;

in the past, so -- we operate most of that area in there,

'so -- so what we did, we sent out notices -- we sent out

notices' to the non-operators as well. -
'EXAMINER JONES: Okay. Did the BLM have any other

comments or restrictions?

OO T A OIS

PAUL BACA PROFESSIONAL COURT REPORTERS
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-1feaeral.  The north half of 6 and,westihalfbof 31 is all

‘federal.
1nterest_owners commltted?
'have them commltted at thlS p01nt but I thlnk we' w1ll I

.you are g01ng to do a com. agreement°

Abh"this. It will be communltlzlng_ln the~west~halfL

_ . Page 16 |
THE WITNESS: Not that I know of. 5

EXAMINER JONES: That you know of?

THE WITNESS: ﬁp. |

EXAMINER JONES: I have ho more land questions.

EXAMINER BROOKS: Okay. Is this private land,
federal land, state land?

THE WITNESS: It's -a combination. Over there in 31,

the east half of 31 is fee, and,thewrestAef the land is

EXAMINER BROOKS: Okay fSO YOu:would antieipate --
you sald you were g01ng to unltlze it at a later date, and

you 1ndlcated that you got all -- you have all the worklng

THE WITNESS-' Well-'We ddn‘t have-them-—— we don't

‘don't see a problem w1th it.

:EXAMINER BROOKS : So you wouldAantigipate‘then that
THE WITNESS: Yes, we will be d01ng a com agreement

communitizing these two federal leaees, and, ‘in the east
half the fee w1th the federal
' EXAMINER BROOKS: And there is no state land

involved?

PAUL BACA PROFESSIONAL COURT REPORTERS
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THE WITNESS: There is no state land involved.

EXAMINER BROOKS: Okay.. Very poorly drafted rule
provisionl No more questions.

EXAMINER JONES: I have one more question. The Red
Hills;Bone Spring Pool, does that encompass all of this area
and all surrounding areas?

THE WITNESS: Well, I don't know for sure exactly.

I think,'when it was established, that Red Hill-Bone Springe

, Poolhwas established‘for the Red Hille unit that EOG .or Enron

or o not Enron, but HNG had put together, that was

'establlshed for that for the Thlrd Bone Sprlngs, and there s

'been other wells that we've drllled out there, development

wells, and I guess: they are utlllzlng that Red Hllls Bone

Sprlngs Pool so I don't,——'

rf EXAMINER JONES: So the vertical limits of it
include -all the Bone Springe?

(THE WITNESS: Correct. And I think that"swhy this

‘,one is klnd of in. that pool because it's rlght next door to

the unlt

MR.  FELDEWERT : Mr. Examiner, I think it's within a

mlle of the pool boundary.

' EXAMINER JONES: - 8o we elther contract the pool ‘and

. create- a new pool so you can do this development, or we get

exceptions every time you want to drill?

THE WITNESS: " Well, either that, or just amend the

; PAUL BACA PROFESSIONAL COURT REPORTERS
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Page 18

rule to allow for drllllng horizontal wells 1nto the shale, -

because these are going to be, you know, shale wells‘and not

sand wells. |
EXAMINER JONES: Yeah, there's --

‘THE WITNESS: Because we plan on drilling a bunch of

- shale wells in there.

- EXAMINER JONES: A bunch of them?

THE WITNESS: Yeah, several of them.. At least these

six and some more.

 EXAMINER JONES: Some more.
THE WITNESS: We plan on drilling in this area.
'EXAMINER'JONES:Z.HOW maﬁy other workihgjinterest”

owners do you thlnk would be in thlS pool9 In*otherJWOrds,

Tthe ex1st -~ well I take that back. Not worklng 1nterestvh
"owners, but operators in the Red Hlllu Bone Sprlng Pool you

,would have to work with them to get the. pool rules --

THE WITNESS: I thlnk thatithat's‘f<=thefoperatortin
moetvcases 1s‘g01ng to be EOG. o | |
' 'EXAMINER JONES: Yeah;
THE WITNESS: 'Because we oﬁn most of thatvaereage:in_

there.. We do have some, you know, non-operators’ -- we are

wells.

" EXAMINER JONES: You just have toVWOrkiwith‘the

operators of the pool plus the --

PAUL BACA PROFESSIONAL COURT REPORTERS
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.p01nts of all of these wells, ‘that is, where they 1ntersect

vpresent rules we work from the - where they 1ntersect the’
top of the Bone Sprlng Formatlon not where. they 1ntersect at"
" the top of the shale where 1t's going to be produ01ng from,‘”'

‘S0 I wanted to make 1t clear that you are g01ng to be w1th1n

Page19
THE WITNESS: Right.

EXAMINER JONES: -- a mile around.

THE WITNESS: Right.

EXAMINER JONES: I have no more questions.

EXAMINER BROOKS: I do have another question I
forgot. I think'I understood this, but I want to be suré I'm

correct. Are the -- did I hear you say that the penetration’

where the wellbore will intersect the top of the Bone Sprlng é

- Formatlonlls w1th1n the setbacks? ]

ITHE'WITNESS- Yes.

EXAMINER BROOKS Yeah _because -- all right‘«‘Our

the setbacks'and yOu're not going to need nOn-standard
locations for these'wells;_
EXAMINER JONES: I think thatvwould'mean‘that]the'

vertlcal - that the well ‘would have to be spotted within 330

of the boundary Do you know 1f that s the case°

- THE® WITNESS ‘Well, the actual surface locations?. |
EXAMINER JONES ~ Well, you've got them in here.
MR. FELDEWERT: ' We do, and we have a ---

EXAMINER JONES: Yeah, these are -- two'of them

PAUL BACA PROFESSIONAL COURT REPORTERS
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.é o o '-'.A' - WiLLiAM”J;'MORRIs

'Aloﬁ: f S (Hav1ng been sworn testlfled as follows l
'“,111l; :o L_l”ﬂfi" "'ﬁl‘ DIRECT [EXAMINATION

12 BY MR, FELDEWERT -

_13 m Qf - Would you.please state your name‘for the record°
.14_‘ |

] 15 -

L7 ___Q; ' Have you'previously testified before this »«:1 |

20 Q. Were your credentlals as a petroleum geologlst

21 accepted ‘and made a matter of record'>

Page 20 f

1 are -- actually four of them are.

2 MR. FELDEWERT:'{We-have an engineer that will
3 testify.
4 - EXAMINER JONES: Okay.

5 . MR. FELDEWERT: I have no further questions.

A S T

6 EXAMINER JONES: Okay. Thanks a lot.
7 THE WITNESS: ' Okay. |

8" - “MR. FELDEWERT: Our next witness.

>

'Wlll;am.J, Morrrs.

By Wth'afe YOU-employed.and in'What'Capacity?~‘ T§A

16 EOG\Resouroesjr I'm a petroleum geologist. 
18..'Division? _

19 A. 'Yes,.I have.

22 A. Yes;_theyrwere. o T _ : ol
23 Q. Are you likewise familiar with the applications
24 filed by EOG in"theee»consolidated'cases?‘

25 . A. Yes. .~ - - o . ?ﬂ

PAUL BACA PROFESSIONAL COURT REPORTERS
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Q. Have you conducted a study of the lands that are the

subject of this'application?
A Yes, I have.

MR. FELDEWERT: I would tender Mr..Morris_as an

- expert witness in petroleum geology.

EXAMINER JONES: He is so qualified.
AQ;' "Mr. Morris, before-We_get to any more exhibits,

would you just generally outline for the Examiners the

. various producing intervals in the Bone Springs Formation in

thisfsubject area.

'AQ.‘fOkay; In this tWO'or three township‘area, the Bone

{Sprlng Formatlon produces from the Thlrd Bone Sprlng Sand
‘which is near the - base of the formatlon ) Also the»Leonard
1;Sha1e-prOduces from someihOrlzontal wells,jand~that's located

near the top of the formatlon

vQ. ' And what depth are . the sands versus the shale'p

A. The Thlrd Bone Sprlng;Sands_are-at an approx1mate

_depth of'12,000 feet, and the-Leonard'Shale is at a depth of

.approx1mate1y 9 000 feet

Q. And has EOG drllled horlzontal wells both 1n the

deeper Bone SprlngvSand as well;ln separate wells in the

' shallower Leonard Shale area? -

A. Yes, they have.

Q. If youlthen turn<to'F— pnll out or turn to and pull

outvwhat\s.been marked as EOG Exhibit Number 7. Would you

PAUL BACA PROFESSIONAL COURT REPORTERS
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. Page 22
first identify this exhibit, and then also descrlbe where EOG

has drllled both horizontal wells in the sand and then

separate horlzontal wells in the. shallower Leonard Shale.

A, Okay.. This is a structure map.
Q. Why don't you hold off one minute?
(Pause.)

Q. ”Go ahead.
AL ThlS is a structure map over the Red Hills area that
1s on the top of the Bone Sprlng Formatlon . The red.outllne

is our Red Hllls unlt that EOG operates The sub]ect wells

h are located just north of that red outllne in Sectlon 31 and

Sectlon.6.-l'
Q. Are those wells 1dent1f1ed in- green°
.fAﬁl' nght The horlzontal wells that we . propose to

drlll are shown w1th green laterals on them The wells that

_are'hlghllghted brown are wellS'that.PrOduce from'the Third

Bone»Spring Sand ‘and:thefwells’that'are highlighted with

green outllnes are those wells that we have drllled produc1ng
from the" Leonard Shale
‘?QQ So 1f T look at thlS map up there 1n the north half -
of - Sectlon 6, there is a Well in brown in the northwest
quarter ofVSeotlon 6, that is the Dlamond 6 Federal Number 2
that we_talked about.the ex1st1nguwells,'correct? |
A. : That is oorreotf |

Q. :'As'completed_in‘the_Sand?

PAUL BACA PROFESSIONAL COURT REPORTERS
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Page 23 |
A. 'As completed in the Third Bone Spring Sand. ;
Q. And there is a blue line here that corresponds‘with
the‘crOSS section/ and we will get to that here ln a‘minute,
but if I follow that line south I get down to an area then
that has a -- looks llke a blue shading or green_-— 4
1 A. Yes,'llght green shade. |
Q,f Light green. What doee that depict’.fj
A, hThat's our Lomas Rojas project area Where we;drilled
a'number ot Leonard.éhale‘wells on somewhat different spacing . |
ln therelt' | | | | R

'Q; 1 Okay.' And in'your.LomasvRojae'project area;Athat's

.down in Sectlon 267':‘

A nght
Q. "Of 25 South 33 East?
A '_Correct

’ Q.A. Now, in that particular area, you sald you drllled

'wells in- the Leonard Shale portlon of the Bone Sprlngsf’

,Formatlon'>

,'A!,” Thatlis'correct;'yes.
Q.. Is that the same. target area’ as the proposed

horizontal wells?

'A. 'Right. 1It's the samé zone that we- intend to drill

north of the --

Q. Okay. Is the geology of the Bone.Springs Formation

- consistent throughout this subject area?

PAUL BACA PROFESSIONAL COURT REPORTERS
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1 A. Yes, I have a cross section that will show that the i
2 zones are continuous throughout the entire area.
3 Q. Okay. If we then leave this map out, turn to EOG

4 Exhibit Number 8, and‘pull that out,.why don't you identify

5 EOG Exhibit Number‘8 for the Examiners.

6 A. This ie a three’well.croesiseotion that.depicte>the
7  entire Bone Spring Formation in‘this area.ilThe'first-well on
'8 »the left_is'the‘Lomas Rojas 26_State Number 4'Weii. dIt's

9 located in the very'south part of the map. The second --.

10 . Q. Let me -- “the map belng EXhlblt Number 79
11 A, Belng EXhlblt Number 7 'correct
,N12 -:Q. . So 1ook1ng at EXhlblt Number 7 down in Sectlon 26

13 where the green wells are,'and.that's the-start of‘yourvcrOSSQ 1
14 - sectlon?
15 A;"JRight. The well. thatis h1gh11ghted with a hlue 11ne

16 . that extends from it towards the north

18 - » A;f The second well of the cross sectlon is thebwell 1n
19 'Sectlon 6. that was drllled 1n the thlrd -- 1t's the pllOt
.‘.20' 'hole for the well that was drllled laterally 1n Sectlon 6 in:
21 Athe Third Bone Sprlngs”Sand; and_lt's the»Dlamond 6 Federal -
22! _Weil.- | | | N o

23 ~ The last well. to thetright'is the Morrow, it's.the .

24 '.Deep‘Morrow Well'that was drilled in Section 31, and it shows

25 the entire Bone Spring-Formation‘there.a The .cross section

|

|

|
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further highlighted in brown at the base, the Third Bone

Spring Sand Pay, that has been drilled throughout the Red
Hills unit, thlS log is. very representatlve of those.

. And on the upper part is the Leonard Shale, and you

- can see that the shale characteristics carry across the

entire region, and our target zone is shown in green there.

.Q. "Is ‘there a continuity‘throughout the area of these

producing zones?

| A. Yes. The Third Bone Sprlng Sand is. contlnuous )

throughout the Red Hllls area. - And the'shale, to my

knowledge, encompasses the entlre mapped area on here It's

’contlnuous throughout,the area.

Q. ~Is there communication ofithese -- expected

"jcommunlcatlon between. the Bone Sprlng Sand produc1ng 1ntervalf.%'

'and Bone Sprlng Leonard Shale produc1ng 1nterva1°

A, y.No. They have totally dlfferent produ01ng

propertles
jQI And do you expect any of ‘the -- from a geologlc-“
-standp01nt -- any characterlstlcs of these zones,-are they

: completely dlfferent°'

"A.  Yes.- They would be'—— well the upper one is‘a

shale_unit,vand 1t's-very,t1ghtf..And the other'unlt, the

- Third Bone Spring Sand is a -- it's an older pressure sand

zone.

Q. 'Okayr Thenvjust_for'the record, in your opinion,

PAUL BACA PROFESSIONAL COURT REPORTERS
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" Springs Formation, correct?

~ in the shale?

the results of your horlzontal drllllng program in- the

Leonard Shale portlon of the Bone Sprlngs Formatlon down here

the start of your cross section?

’sthe results that EOG observed down here in Sectlon 26 1n the
~_Lomas_Ro;as study‘area,,are the results of thatA—— of-those

,”wells applioable to the ‘area that is the subject of the

present down -in Section 26 will befvery similar to that in

Page 26
w1ll that ex1st1ng well that's up there in the north half of

Section 6 completed in the Third Bone Springs Sand, that's

not going to drain from the Leonard Shale portion of the Bone

A. I don't think it possibly could.
- Q. - Okay. In your oplnlon, then, are separate

horlzontal wells needed in thls area to .recover the reserves

A. _.Yes,_they are.

1Q.' Is EOG presentlng a productlon englneer to dlscuss

if the Lomas,Rojas.study area?
:A;r HCorrect. “We have. an engineer present.

“IEQ.: And that's the area down here in Section 26'that was

'A. Right. .

Q. h Okay Almost finished here In your oplnlon, are '

‘

application up there’in'Sectlon 31 and Section 6?

V'A. We believe the geological parameters that are

Section Blvto the northﬁ

PAUL BACA PROFESSIONAL COURT REPORTERS
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Q. Okay. Will the granting of EOG's appllcatlon here - ‘

be in the best interest of conservation and the prevention of
waste andyprotection of correlative riéhts?

A. Yes.

Q. _WereiEQGzExhibits 7 and 8 prepared byiyon or
compiled-under your dlrection and supervision?

“A. Yes, they were.’ | '

| YMRg'FELDEWERT: That completes my exanination of

this witnéSs: | o

EXAMINER JONES Okay; So really there is not

much -- there is not much vertlcal separatlon between the top.~§

:of the Bone Sprlng and the target 1nterval°‘

THE WITNESS “Right. That's rlght :It's;right:at

‘the very top

. 'EXAMINER .JONES: At the very top.
THE WITNESS:_ I think that answers the question that
you had'asked*earlierh

EXAMINER JONES: = Yes. bAnd-Mr "Brooks ha‘d asked,

',tool. We don't look -- we always look at the wells, thelplans

for the wells, and you have those. plans for those wells in-
your -- probably your proposal to the BLM and to Mrl Dillon
or whatever the'—- |

. THE WITNESS: I'm-sure they are.

' - EXAMINER JONES}T Yeah, they are'brobably in our

files;"We‘ll find»them‘one way or the other.

PAUL BACA PROFESSIONAL COURT REPORTERS
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'country located° Is 1t close to Maljamar or someth1ng7

_ Page28
MR. FELDEWERT: If not, we can get them to you.

EXAMINER JONES: Okay. And this is pretty big>j—_
and you call‘this'Leohafd targetezone, and this is Leonardian
Age Permian, but is that the -- is that what‘the geologists
are g01ng to call the shale in the Bone Spring there? |

THE WITNESS I thlnk a lot of. companles may call 1t
Avalon Shale, whatever. I mean, our.company calls it Leonard
Shale, that's»what-we've always'called,it so that's pretty

much, I guess, the name we are stlcklng with.

EXAMINER JONES Where is thls‘area part of the-

' THE WITNESS:. I»thlnk_lt's closer to Jal; .It‘s'in
the south'part“ef-—; | | | |
| .EXAMINER'JoNEsQflSd;sOdth'oﬁ Lea cOunty?_g

"THE WITNESS Yeah'lveri-south:part of Lea Ceﬁnty!"
Yoﬁ'te ebout 12.—— 15 miles north of the state llne, |
somethlng llke that |

'EXAMINER JONES: okay.' Bﬁtlsouth‘of jail ;_.Jai?

THE WITNESS: T thlnk so. It's, I think it's a
little -- o

MR.'FELDEWERT; we have --

- 'THE WITNESS: ‘Allittle to the”West of Jal.. -

MR. FELDEWERT: We have roughly 20 miles west of

~Jal.- Did-yeu say Jal or jail?

EXAMINER JONES: Jal. That's a Freudian slip.. - -

PAUL BACA PROFESSIONAL COURT REPORTERS
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1 MR. FELDEWERT: I called 1t Leonld Shale, but they
2 corrected me. |
3 EXAMINER JCNES: This, within this -- this is about
4 100-foot zone you have located here.
5 | | THE WITNESS: Right.
e . EXBMINER JONES: Where are yo_ul going to drill your
7 well? _ ' - |
s o THE WITNESS: -1 think they are going to drill it in

.:9 '1the -- just near. the middle part of 1t but just in the lower fa
10 -part of the mlddle sectlon . ‘ ‘ A

Mo EXAMINER JONES:. You.'v'e got markers there that you .1'
12 ,1..o_ok‘-at-’..?l | o ’_ -

- 13 _ : T'HE WITNESS: Yeah tbere‘.,"sa.'cduple of littlebline
dl4,‘~markers in there,'and you kuew,tue run gamma ray as we drlll 8
iiS " through rt, so we can keep ‘a pretty good stab as ‘to where

16. - we're at. .

f17-.~ | i EXAMINER JONEéf.:iﬁkuew'tbere;is'a.new tool.that yeu i
18 can use it tduiook‘furtheer Do‘ybu'use:that?. i g
~19 . -uTﬂE WITNESS:_ We have not used that no. 'E
20 e-_ EXAMINER JQNES; And your gamma ray.is Stlll 30 feet §
él back ﬁrom the bit; ;
22 ".‘_ "THE WITNESS: iYeah.:.I think it's probably,moreuiike:ji
23 40,.453' | | ;
24  EXAMINER JONES: After a stabilizer? _'

, ‘ .
25 THE WITNESS: Right.
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. Lovington, whatever the first Bone Spring Sand produces, the hf

in between ‘also produce.

" somewhere in' the cbunty}‘but~in thisfparticulariarea“——

fdrlll on. the wells that -drill through 1t

- Page 30
EXAMINER JONES: 2And all of this zone below --

between this, this big shale and the traditional Third Bone
Spiings Sand is not productive?

THE WITNESS: It's not productive in this area. It

"is productive in other parts of the county.

EXAMINER JONES: Of the county?

.THE WITNESS: - Yes. To the_north; up south of

.Second Bone'Spring‘Sand produces up in there.
EXAMINER JONES: Okay.

THE WITNESS: And actually semefof-these'carbenates Ol

EXAMINER JONES: Okay.

THE WITNESS: So thevwhdlevsectiOn'does produce
EXAMINER JONES-_ You are not seelng shows when you'

THE'WITNESS- I'm not. famlllar w1th all of that. 1I.
thlnk we have seen some . of shows, but 1t's not as prospectlwe
as theAzones that we are-drllllng now; |

EXAMINER JONES | Yeah It seems yoa pretty muchA
testlfled thls is a dlfferent source of supply than ~- or

what we call a different pool than ——.:g

THE WITNESS: .Well,rlt's deflnltely a dlfferent

‘pool, I think.

PAUL BACA PROFESSIONAL COURT REPORTERS
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‘ Page 31
EXAMINER JONES: Yeah, it should be.

THE WITNESS: Yeah.

EXAMINER JONES: And that horlzontal well: you
drilled in the Third Bone Sprlng Sand was not any good?

THE WITNESS: No. It -- the Third Bone Spring Sands
down there are very, very good. | - |

EXAMiNER JONES: So horizontal wells, you showed ns
arhorisontal'weli that was drilled in that‘—e in Section 6?

THE WITNESS: Yeah. We developed those, you know,

- ten -- ten years ago or so.

“EXAMINER JONES: Oh. And you-drilled that one
east west didn't’you5'

THE WITNESS A 1ot of those Thlrd Bone Sprlng wells. f

‘we. drllled were largely east-west, correct

_EXAMINER JONES- And now you want to go north south

' THE WITNESS: Yeah the. Thlrd Bone Sprlng Sand 1s a .

'.llttle blt more limited. ]USt because 1t's a sandstone the way:f‘

1thidep051ted, ,The shale covers.the:whole:bas;n,or,the*;-

entlre part of thlS area

EXAMINER JONES: So was it a geologic ‘decision or a

_land dec181on to drlll north-south versus eaSt:west?-

- THE WITNESS: I wasn't involved-in that. I think -
it's largely based on the regional pressure trends and

stuff'e—

EXAMINER JONES: There you go. There YOu go.
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THE WITNESS: -- that we are looking at.

EXAMINER JONES: Well coached witness here. Okay}
Let's ~- I guess I-better not ask any(more.questions;
Mr. Brooks? |

EXAMINER BROOKS: Well, the terﬁ "pool" isda legal
term, as it's used in theiOCD, so when you were:saying - I
wasn't sure totally uhat you were saying was aﬁdifferent pdqi

from'what'else,fbut’I thought you were suggesting. that the

~.shale and the Bone Spring Sands were a different pool than

‘the generic sense of that term. Is that what you‘Were;

saying? -
“THE WITNESS: . Yeah they are different reserv01rs
.1EXAMINER'BROOKS: nght;V In other words, they arev

not in communication with each other in terms of movement“of'

]the hydrecarbdns?

" THE WITNESS: Correct.
“EXAMINER’BROOKS: Which is the way the term “pool" =

is supposed to "be used but at the same time we have a

‘class1f1catlon system, and they are'ln'the.same onl-under_ﬁ

Qur'elassifieationAsYStem.
THE:WiTNESS:- Right. You are correct.
"’EXAMINER vBROOKS: . Just wanted to clarify. . Ne
further,questiohs;.v
' MR. FELDEWERT: Mr. Examiner.; I wguld' ‘._fLike.' to leave

EOG Exhibit Number 7 Qut,vI:don't thihk we will go back ‘to -

"PAUL BACA PROFESSIONAL COURT REPORTERS
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Page 33 ;

Exhibit Number 8, and then I will call my next w1tness
STEVEN D. ROBERTSON
(Having been SWOrn, testified as follows)
DIRECT EXAMINATIOﬁ
BY MR. FEhDEWERT:
Q Would you-please state your name for the record?
A. Steven D. Robertson.
Q And by whom aretyouuempioyedvand in what Canacity?
A EOG‘Resources. I'm a’reseruoir:engineer.
Q. Mr..Robertson,'have you also previbusiy testified
before this Diﬁision?rri | |
A. Y’evs, I | have'. :
Q. .Were your credentlals as a petroleum engineer 3
accepted and made a matter of publlc record'>
A.n Yes, they were. |
Q. And are you llkew1se famlllar w1th the appllcatrons if
that have been‘frled in these'consolldated cases?
A .Yes,;igam:' | |

QL And you “have conducted a study of the area that is .

'_the subject of this appllcatlon°

AL Yes, I have.
MR. FELDEWERT: I would tender Mr. Robertson as an |
expert .witness in petroleum engineer.

EXAMINER JONES: He is so qualified.

Q. Mr. Robertson, I want you to turn back to Exhibit
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Number 1, EOG Exhibit Number 1. Is this the development plan |

that you put together for the Leonard Shale interval in the

‘Bone Springs Formation?

A. Yes, it is.

Q. Okay.‘ And just to -- since you putithis‘together,
how far apart did you 1nstruct that these wells should be
spaced to approprlately draln the Leonard Shale’

A. 880 feet.‘ .

Q.  And what is the havsis for this 880-foot drilling
pattern in-the~Leonard Shale? |

bA;-f The ba51s is a. pattern spa01n§ test we conducted in
the Lomas.ROJas sectlon area of Sectlon 26 |

Q. So- if I look at EOG" EXhlblt Number 7 down at Sectlon .

A26 and 25 South 33 East there is a number of wells that haveu‘
'h'a green shadlnglon there,‘is that your_Lomas Rojas study

area?

zlAﬁﬂ ers;iit-is.
-Q. N Okay Before we get to that Study waslthat ---was .

that study area that you dlscussed or. that the company
representat;ves drscussed wrth the DlVlsron prior to
implementing that project? |

A Yes, it is.

Q. Did company representatives come up and meet with

the Division_about this Lomas Rojas study area?

A, Yes,’they did.
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0il saturation and thickness that aredtypical‘for this

‘_Sectlon 26 and 25 South 33 East°

_thls partlcular study area sectlon

1nterfere w1th each other And S0 you see Well Number 2H on

that flgure has an average spa01ng of about 1320 feet from

:Number 4H. has an average spac1ng of about 880 feet from its
_adjacentrwells,'and those -- those two wells are confined, so
, they,have,that:characteristic spacing. Of‘course you have

the in'member wells that are unconfinedAon the east and'west,

i
Page 35 |
Q. Why did you conclude that the partlcular area here
down in Section 26 provided a good study ground for the

Leonard Shale component of the Bone Springs Formation?

‘A. Because it has reservoir properties of porosity and

Leonard Shale Formation all the way across this area.
Q. Would you then turn to -- leave Exhibit 7 out --
turn to what's-been'marked as EOG~Exhibit Number 9. And let

me first asktyou, is that then a close- -up view of the same

WOA,A Yes, it ;s;'
'AQ;" So. this is a:slide of your Lomas Rojas study area?
AL Yes; itOiS"

.Qf‘ Why don't you then explaln what the company did in

-A.‘ In this sectlon, we 1mplemented a- test in order to‘

test dlfferent well spa01ngs to see 1f these wells would

its adjacent wells;l And then you w1ll see Number -- Well

and so this was_basically‘a test to see if we could squeeze
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another well into each half section and not hurt our reserves
on the‘adjacent wells.

Q. Then if I turn to what's been marked as EOG Exhibit
Number 10, does that depict the results of your study?

“A. Yes, it does. |

Q; This shows the estimated ultimate recoveries on

'these five‘uells. Andlthese‘recoveries were normalized for
 treated welljlengths,‘oil in place per Section, foot, and net
.pay thickness,usolbasiCally tryingito‘compare apples ahd
h.apoles"by normaliiingFfor these:smalltchanges'in these-

vparameters

And you can see that the Well Number 2H has a

l}spac1n§, average spac1ng of about 1300 feet and 1t'

i;recovery is about 165 MBO The-We11.4H has-an-average’
'spac1ng of about 900 feet ‘and it has an estlmated recovery
.of about 165 MBO So by spa01ng these wells closer,‘we did

"- not 1mpact the reserves’ on. the closer spaced well.

r-Q‘_ And based'ongthls study,'you have,concluded that to . é

_adequately drain reserves, these wells:shouldabe spaced 880"

'feet'apart?'.

A Yes, that was our  conclusion.
- ’Q. - Which results in six wells per section?
A. .. That's correct.

_Q; -Okay: -Are you concerned about waste if'your

proposed'QBOQfoot spacihgspatterh is not followed by the
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company in horizontal development of the Leonard Shale°

A. Yes. We.believe that by not drilling that extra

‘well, we are'basically not recovering about 165 MBO per half

section.- So in a standard—length well, if we can drill an

extra two wellspper'section, that would be an extra 330 MBO

_per section.

Q. As_applied to the particular area that is the

“subject of our application, Section 31 in the north half of
‘Section é 'whatdwould-YOu‘Calculate to‘beAthe'oil'left in

place if you dldn't follow your path°

LA. Yeah those wells are expected to be about 7 OOO

feet long, so more'reserves per well. -So by drllllng an

extra two wells per sectlon, in- that sectlon and a half we

"would gain ‘an addltlonal 576 MBO

Q. Okay ' Now,‘I want to now turn just to a- d1fferent~
toplc,'and the ex1st1ng spec1al pool rules whlch have been

marked as EOG EXhlblt Number 2. Flrst before we talk about

.them,'ln,your oplnlon, as ‘a productionxenglneer,'are the

'production-characteristics in the sand interval of the

Leonard Shale portion different from the production

characteristics in the shallower shalefportion,of the Bone

. Springs Formation?

A. Yesf,they are. The sand is much more permeable and
drains a much further distance than the shale does.

Q. ~ From a production engineeringistandpoint, do you
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look at the shale then differently from the sand?

. A.

Q.

Yes, we do.

Okay. Did you examine the record from the hearings

that resulted in the adoptlon of the spec1a1 pool rules for

the Red Hills Bone Springs Pool°

A. Yes, I did.
Q. Okay. And were the existing pool rules based on
drainage calcuiations and analysis that were”—-Athat are

.applioable to the sand'component of thevBone Springs‘
‘Formation?
A,

Yes, they were dlrected towards the sand.

In your oplnlon, does that -F those drainage

calculatlons and analys1s that resulted 1n these spe01al pool

.rules are they appllcable to the shale of the Bone Sprlngs
'Formatlon° o

A. - | theykare not

'Q.” At the tlme that these rules ‘were adopted in 1994

and 1995 was anyone drllllng in a Leonard Shale portlon of'

A,

Q.

7the Bone Sprlngs Formatlon, to your knowledge'>

No, they weren't.

In your opinion, are ekceptions'to'both the density

and the internal setback requirements infthese'rules

AL

necessary in order to adequately drain the reserves in the

dLeonard‘Shale component‘ofithe'Bone Springs. Formation?

'Yes.
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Q. In your opinion, will waste occur‘if EOG is limited

under these pool rules to two wells in an 80-acre spacing
unit for the Leonard Shale development in these project

.areas?

CA. Yes.
Q. In your opinion, how many wells --- I thlnk you have

already sald you need at least three in each 480 -acre project

,iarea to adequately drain? =

';A.p' Yes. That's what we require.

Q. And just'to confirm this for the record and there

'were some’ questlon about thls, do your drllllng plans for'
1these horrzontal wells, are they —-;w111 they malntaln the
330 setback from'the'outer boundarles in each'of these

,'4804aore1spaoing«units?

"ffA.  Yes. Those w1ll be malntalned the penetratlon

-p01nt of the Bone Sprlngs

'Q; In'your,oplnlon,'ls thevgranting“of[this.applieation. i'

bfor‘thesevapplioations‘in'the'best.interest“of’conservation

" and prevention of waste and the protection of correlative

A, Yes,’ they are.
',.Q, Were EOG Exhibits: 9 and 10. prepared by you or
complled under your dlrectlon and superv1s1on°'

A. Yes, they were.

MR. FELDEWERT : 'Mr;.Examiner, I move the admissionA
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of Exhibits 9 and 10.

EXAMINER JONES: Exhibits 9 and 10 will be admitted.
(Exhibits 9 and 10 admitted.)
MRL.FELDEWERT:' And that concludes my- examination.

' EXAMINER JONES: Now, Mr. Robertson, I think mainly

- what you have done here is reservoir engineering work?

- THE WITNESS:_'Yeah. Production engineering is a

. misnomer. It's more reservoir. That's my.speéialty.

EXAMINER -JONES: So you would ba51cally be d01ng the

e‘predlctlng reserves and economics for these'—— these wells?

.=,THE_WITNESS: ?That's correct.’

EXAMINER JONES : - You had to sell 1t -- your team had

to sell 1t to the management

THE WITNESS: Yes.
'5 EXAMIﬁER3JONES:ijlready?
" THE WITNESS : :Yés. |
'”EXAMINER.JQNES}-aPrehabiy.
f;:THE WITNEss;'th,.yeé.*VYés.:

LEXAMINER JONES: Was there a,big.difference in the

frac jobs on these -- within these various wells in Section

267

THE WITNESSf. No.' We tried to keep ‘the fracs all

con51stent SO that we dldn't have another varlable affectlng

1the EURs .

EXAMINER JONES: Was there a-lot of water production ' |
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9 drive, in- other words? -
“101_ o THE WITNESS : nght ’ Yééh it's po.ssibllé." We don't 1
:11',_know for sure where the water 1s coming from, toAhehhoneet;_
12 - EXAMINER JONEsgggSQ rneitu water?. o

13 .t'::’:_ THEkWITNESS:h Riéht._VSome_ofait.is insitu,feomehofrr

14° it isfoutside'the“zone,of interest.

-16 ‘allowable modlflcatlon for thlS area, you just want to Sthk o

17 'w:Lth Rule 6 of the Red H111s'>

22° . EXAMINER JONES: The allowable here is set for an .

24 would be --

25 - - THE WITNESS: Right.; Right.' You could aotuallyﬁ

Page 41

1 with these, or --

2 THE WITNESS: Typically there is a fair amount of

3 water production, about a 50 percent water.cut, typically.

4 . EXAMINER JONES: And what happens to it over time?
5 _-Does it go up? o |

6 . THE WIT_NESS:' It stays about the same. 'stays, ‘about
7 the same. | ‘ | | |

8 - ' “EXAMINER JONES: ~Okay. ~So you basioallyv—f no water 1|

15° ~ °  EXAMINER JONES: And you are not asklng for

8 “THE WITNESS Sometlmes it very, 1n1t1a11y will

19 'produce more than that allowable I ‘mean, just for. a few

20 days, 1f at all but 1t ——‘1t's not a problem, ;flwe-needed.

21 *toereduce it lnltlally., You know what I mean?

23 80-acre proration unit; standard proration unit, so that
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so it -- it's -j‘ln some cases that GOR w111 -- w1ll rlse,
~but if it's based=on,the orlg;nal_01l allowable, I th1nk we
will have'plentynof room there for the GOR or for the gas

production.
the ones that was done ‘on Section 262

. same type of frac.
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multiply that up, so we wouldn't actually -encroach on that
allowable, that's true.
EXAMINER JONES: What about the 2000 limiting GOR

2000, but that would be .times your maximum oil allowable

anyway.

THE WITNESS: Okay. Yeah, so that would probably be .

allkright. ‘Although this isda totaliy different animal and. .

EXAMINER JONES:" What about the frac jobs you are

going to put on this new:area, 1s 1t.—— was it dlfferent than

THE WITNESS ' Essentially the'same ‘I mean, we do .. .

"contlnue to 1mprove our technology,_but 1t's essentlally the _'

mean, as far as casings, and perforations, open hole or --

THE WITNESS: Y'eah we dr'ill a five-and-a-half-inch

'EXAMINER JONES: How would the wells be completed, I

ca81ng around the curve and cement it- in place, and then use Ali

.plug and perfs to create this multlstaged frac job and 1nject

many several mllllon'pounds of'sand to proppant.

EXAMINER'JONES; So there will be some sand going in f

the frac job, 'it's not just.a click water,job.'
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1 , THE WITNESS: Yeah.‘ Yeah. Definitely lots of sand,
2 yeah.
3 . EXAMINER JONES: Okay. Well, I don't have any more
- 4 questions.
5 i . EXAMINER BROOKS: I was referred to you by the land :
6 ’witness.: I want to'make'sﬁre”that these'welle are -- since %

7 you are not asking for:non—standard locationebas such, I want

-8 h to make sure that these wells*are within the setback as per

9 our'definitiohs And per our deflnltlons, that depends on
10';_the p01nt where the wells -

ii S - j" THE-WITNESS-, Penetrate

':_iz:","_ - EXAMINER BROOKS - penetrate the . top of the Bone -h33

hl3ha'Spr1ng Formatlon v

14 ° . THE WITNESS : Correct Correct

15 . EXAMINER BROOKS Is that p01nt g01ng to. be, in each"

16 case, more than 330 feet from the outer boundarles of -- -

i7 - : THE WITNESS: -Yes, it w1ll be :
18 . . EXAMINER BROOKS-; Okay. Thank you |
i . ' MR;'FELDEWERT‘ I ‘have no further questlons today,

20 and that_concludes our presentatlon

,21' . EXAMINER JONES: Okay."Thank‘you for coming in.
22 'THE WITNESS: Thank you.
23 : E ©  EXAMINER JONES:- Stay arouhd_tOmorrow'end see the

24 balloons. We'll take these'cases,-Case 14738 and Case 14739

25 uhder advisement .
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EXAMINER JONES: And let's take a ten-minute break

% * * %
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~above-captioned cases were taken before me and that I -did

-related to nor contracted w1th any of the partles or

_ attorneys in thlS case;and_that I have no,lnterestwwhatsoever
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CERTIFY THAT ON September.29, 2011, proceedings in the

report in stenographic shorthand the proceedings‘Set forth
herein, and the foregoing pages are a true and correct
transcriptien to the best of my ability

I FURTHER CERTIFY that I am nelther employed by nor -

ih.the»fiﬁal dispeeitioﬁ,eftthis‘easefin-any court.
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