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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING CALLED : 0 R ‘ G' N A L
BY THE OIL CONSERVATION DIVISION FOR - -
THE PURPOSE OF CONSIDERING:

-CASE: 14738
14739

~ APPLICATION OF -EOG RESOURCES INC., FOR SIMULTANEOUS
. DEDICATION AND AN EXCEPTION TO THE SPECIAL RULES AND

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

o

'REPORTER'S TRANSCRIPT OF PROCEEDINGS

EXAMINER HEARING : o iﬁ

September 29, 2011 N

Santa Fe, New Mexico LS

T

BEFORE : WILLIAM V. JONES, Technical Examiner ~**
DAVID K. BROOKS, Legal Examiner ' tj

This mattér came on fdr_hearing before the New

'Mexico'Oil Conservation Division, WILLIAM V. JONES, Technical

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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APPEARANCES

"FOR THE APPLICANT:
MICHAEL FELDEWERT,.
HOLLAND & HART
P.O. Box 2208 ‘ g
Santa Fe, NM 87504-2208

"INDEX

EXHIBITS

EXHIBITS 1 THROUGH 6 ADMITTED ~ - 12
' EXHiBITS 9 THROUGH 10 ADMITTED B 40

‘WITNESSES

' DOUGLAS .HURLBUT

‘Direct by Mr. Feldewert

WILLIAM I. MORRIS
Direct by Mr. Feldewert

STEVEN D. ROBERTSON ,
Direct by Mr. Feldewert
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‘together, I think. .

rules and regulations for the Red Hills-Bone Spring Pool in

.Lea County, New Mexico. Call forvappearénces.

EXAMINER JONES: Let's call a couple of cases

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

MR. FELDEWERT: If it‘please the Examiner, Michael
Feldewert with the Santa Fe office of the law firm of Holland

& Hart appearing on behalf of the EOG Resources Inc., and I

" have three witnesses here today.

EXAMINER JONES: Any other appearahces?"
(No response.)
EXAMINER JONES: Will the witnesses please stand and

state your names.

MR. HOLDER: Douglas W. Hurlbut.'

MR.vROBERTSON: Steven D. Robertson.

MR. MORRIS: William J. Morris.

EXAMINER JCNES: Will the coufﬁ reboiter please
é&éér the witnesses.. | |

(Oath.administered.)

PAUL BACA PROFESSIONAL COURT REPORTERS
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DOUGLAS HURLBUT
(Having been sworn, testified as follows:)'

DIRECT EXAMINATION

" BY MR. FELDEWERT:

Q. Would'YOu please state_your full name for the

record?.

‘AL .Douglas W. Hurlbﬁt.
'Q, By ‘whom afevyou'employed and in what  capacity?

A. ~ EOG Resources, as petroleum landman.

0. Mr. Hurlhut, have you preViously testified before

this Division?

A,' Yes, I have.

Q. Were your credentials as a'petroleum landman

:accepted and made.a matter of‘public record?

A. Yes, they have.

.Q. : Are you famlllar w1th the two appllcatlons that EOG

has flled 1n these consolldated cases'>

A, Yes, I am.

Q. ..Are you familiar with the status of lands in the

subject area?
'A. . Yes, I am.

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

Mr. Hurlbut as expert witness in petroleum”land matters.

EXAMINER JONES: So qualified.

Q.  Would you turn to EOG ExhibithNumber 1 and identify

PAUL BACA PROFESSIONAL COURT REPORTERS
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what you seek under these two applications? -

A. First seek a:plan of development for the'area, and
weAalso‘are seeking.perhission to drill nnmerons horizontal
welleiin the Leonard Shale ——‘Leonard Shale in the_Red Hill-
Bone Springs Pool ae‘depioted'on these two areas that'we.have
here outlined in red.

Q. Now, you have two separateiapacing unite identifiedv
in red on‘the plath‘correct? | |

A. . Correct.

Q. How many acres is5comprised into these two stand-up
proposed”spacing-units?

A, 446 acresvin;eaoh‘

Q{ Do you 1ntend to dedlcate each spac1ng unit to the

three wells 1dent1f1ed ‘on the plat°
A Yes, we in‘

Q. “What arelyonr current horizontal:driliing'plans for
the Leonard Shale portion of the Red Hills- Bone Sprlngs Pool9
How far apart do you intend to space these wells?

A;' Okay Well we are on‘d01ng an 880—foot spacing.

Q.- And is your target the Leonard Shale portlon of the

“Bone Springs Pool?

A.. Yes,“it is. It is a shale.
Q. ._And‘where,iévthat -- to your knowledge, where is
that located'within the geology of-the Bone Springs'

Formation? -

PAUL BACA PROFESSIONAL COURT REPORTERS
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, . . Page 6
1 "A. At about 9,000 feet.

2 Q. Do you have a geologist thet's going to confirm that’
3 the ‘shale is the tep of the formation?
.4 o A.. Yes, we do.
5 "v Q. Is there a possibility, Mr. Hurlbut, that, es you
6 proceed.with your development of this acreage, that you msy

7 _add additional horizohta; wells at some point in time if

8 that's deemed necessary?
9 A. It's possible.
10 .j_'Q. But at this p01nt though you plan on drllllng

11 - three wells in each spac1ng unlt 880 feet apart°
12a AL Correct.
3 Q. Is the area that's at issue here subject to special - |;

14A~,pool rules?

| 15 ‘  A. Yes, they are.
16 o 0. And'they have‘heen;marked‘ss EOG Exhihit.Numbef.Z? .
17A A, ‘Yes, they have been.‘ | o
18 . . Qﬁ And-what'is the -- what are the exceptions that yoﬁ.

19~.fseeh for purposes of,thesevhells fromfthese:sbeciel pool -
20s‘ rules? | | :

21 A Well, we wanh tevbesically have an increased density
22 sand be able to have o&eilappingAproject afeas; N |

23 Q. So if I 1ook at thefcﬁfrent<pool rules, they require
- 24 'BO—acre spacing,-eerrecﬁ, under Rule 2?:' | |

25 _ A, Correct.

PAUL BACA PROFESSIONAL COURT REPORTERS
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1 Q. And if I then look at Rule 2 under the special pool |
: . _ !

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

3 -quarter section?
4 A. That's correct.
5 'f Q. And then under Rule 4, is it not true that each well

-6__ is required to be no closer than 330 feet to any governmental

T R S A 1 oo

7 . quarter quarter section?
8 A. That's correct.
9-1 Q. Were these -- this Exhibit 2 . reflects that these

10 podl rules were enacted first in 1994 and then amended in

11 1995.
12.©  'A. That's right.
13 - Q. At that point in time, Mr. Hurlbut, was EOG or

-14_"anybne’else drilling wells in the-Leonardehale_portion of

15 . the Bone Springs Formation?
16 ~ A.. No, they were not.
17 Q. Now, if I then look back at your developmeht plan

.18  here with the Leonard Shale portion of the Bone Springs

19 Formation, you need an exception to these special pool rules,

20 . do you not? -

21" : A.. Yés,.we do. ‘ .
22 o Q. In fact, if I loék-at yoﬁr plat'here and I iook at

23 Ehe southwest quérter of the northwest qﬁartér, it would

24 appeaf thét you are going'tothave a total of three weils in

25-. that particular qﬁarter quarter,Séction?

COURT REPORTERS

a2251e95-26d8-49f8-98d5-95cce7969a97
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- outer boundary of your designated spacing unit?

'1dent1fy the current footage locatlons for your, proposed

vdeveloplng these surface locations for these wells? .

‘here,~we had to change‘five'of them;.

.'think it was.‘_That's the reason we had to move it south of

Page 8

§
|
»;

A,O That's correct.

Q.. Okay. And then.since you are doing.horizontal
wells, 1nternally the horlzontal wells are not golng to
comply w1th the internal 330- foot setbacks°

"A.  That's correct. |
‘:Qi All right.u Will the producing interval of your

proposed horizontal wells remain at least 330 feet from the

A, Yes, they will be.

Q.. If.I turn £o Exhibit Number- 3, is that -- does that

wellgs?.
"A.  Yes, it does.

Q; ‘And did you meet with the BLM for purposes of

A Yeah.. We met‘w1th BLM, and_of the six locationS’

'Q." I know, for example, the Dillon Fed- Com Number 3H
has a surface location of 580 feet from the north‘line?

VA. . Correct. And the . reason for that, there was surface

reasons for -- for mov1ng all flve of the s1x plpellnes or:

‘roads, and on that partlcular one there is a callche plt JI

the caliche pit.

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

B e o B RS TR LR e oL o Sk o
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p01nt 1s going to remain 330 feet. from the outer boundary of

the spac1ng'un1t?

z

A. . That's correct.
Q.  Now; if I look back at EOG Exhibit Number 1, it

shows, Mr. Hurlbut, an existing horizontal well in the north

half‘of Section 6;

A. . Correct.

A e

'Q. HAnd”you have,outlined the spaoing'unit and”project.
area in green? - | | |
A. | That'e correct;
vfo[ '.It's labeled theyDiamond 6 Federal Number 2. Where
is that partlcular ex1st1ng well completed°

A.' In the Thlrd Bone Sprlngs Sand

Q. v And to ‘your knowledge, roughly, Where‘is the sand
portlon of the Bone Sprlngs formatlon in relatlon to the
Leonard Shale portlon°

A. 12, 000 feet. _ C

R s

é. And the Leonard Shale portlon is where°»
A '9 000. | | |
Q.- Okay.
A "There is about a 3, OOO—foot_difference.
Q.  And I know you are not a geologlst and you re g01ng
to have a geologlst testlfy here today, but to your : 'g

knowledge, is the Third Bone Springs Sand a different.

producing interval from a shallower shale?

SRR
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Page 10

A. Yes, it is.

Q. And since we then, we kind of circle back then( if I
look at thié map and I lookfat tne southwest quartér of the
northwest Quarter, because ‘of that existing weliband new
development plan, you»éctually havé three wells éompleted in

the Bone Springs Formation in that particular quarter

section. Correct?

A. ‘That's correct.

Q. or I shéuld_saynquarner quarter'séctionf

:A. - Right. |

Q._.‘Istthat anothgr renson'nhy-you need the egception to

.the density requirements and Special pool rules?

‘A. | That's correct.
”Q. nOkay; Then did you 1dent1fy, Mr. Hurlbut and
prov1de notice of thlS hearlng to all of the known interest

owners in the quarter quarter sections surrounding each of .

the 480-acre project areas?

A. ‘,Yes; we did;n

Q.  If1I turn‘to‘Exhibit‘Number 4, which is an affidavit

rand notice letter for4Case_Number 14738;“is that the notice

nthat'corresponds with the spacing unit as comprised of the

west half of ‘Section 312

A. Yes, it is.
Q.'A_And the northwest quérter of Section 67
“A. Yes, -it is. .

PAUL BACA PROFESSIONAL COURT REPORTERS
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_ . Page 11
1 Q. And then Exhibit Number 5, which'isAthe affidavit

2 and notice for Case. 14739, does that correspond then with the

3 spacing unit for the east half of Section 31 and the

4 northeast quarter - of Section 6? / '
5 : ‘A Yes, it does.
6 : Q._' And on each of those eXhlbltS, the third page

7 feflects,'does it not, that you had addresses for each of the -

8 interest owners?
9 - A. Yes. Yes, we did.
10 Q. .Okay; Now, then to wrap-this‘upj:ddes Exhibit

11 Number 6 contain the affidavits‘for the publication in the

12 Lovington Leader for each of those cases?
13 A. Yes, it does.
14 h-Q-O And does EOG intend to present avgeplogist and

15 ° production engiheer-here today to further explain your

16 deveiopment plan?

17 A Yes, we do.

1.18 , Q.. . In your oplnlon, w1ll ‘the grantlng of this

19 appllcatlon be in the .best 1nterest of conservatlon, thev

20 'prevent;on‘of waste, and protectlon of eorrelatlve rlghts?

21 - . A. Yes, it will be.

22 Q. And were EOG»Exhibits i threugh 6 prepared by you of.
23 - eompiled under your direction and supervisidn?

24 AL Yes. |

25 . ‘ “MR. FELDEWERT: Mr. Ekaminer, I move into evidence

st R s
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EOG Exhibits 1 through 6.

EXAMINER JONES: Exhibits 1 through 6 will be
admitted.
(Exhibits 1 through ‘6 admitted.)

MR. FELDEWERT: That concludes my examination of

~this witness.

'EXAMINER JONES: Okay. These -- you just want to

drill wells longer, horizontal'wells, is that correct, rather

than -- YOu-ddn't want to hold it within one section?

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

'tb drill longer horizontal wells,-mile'ahd,a_half. 
‘EXAMINER JONES : -Instead‘of»drilling some wells

in -- in_Section 6, lay down wells, you want to drill

vertical -- I mean, you want to drill north-south wells?

THE WITNESS: -Corfect; | |
' ‘_EXAMINER.JONES;"You waﬁt to drili Six.horizontal
_Wélls'withjthe ﬁwo units,‘is ﬁhaﬁ cbrtect?' . |

' THE WITNESS: Correct. .

EXAMINER JONES: Two --

v_ THE WITNESS: Two project area.

'EXAMINER JONES : TWo’projecﬁﬂaréas.
| THE WITNESS: Right. '

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

: 7uhits for these, or did -- they.jﬁstiapproved'your weils, but

did'ydu go to them for any kind of unitization on this?

PAUL BACA PROFESSIONAL COURT REPORTERS
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'THE WITNESS: No.
EXAMINER JONES: Okay. Is it -~
.THE WITNESS: We're not really fbrming a ﬁnit.
- EXAMINER JONES: You are.definitely not forming two
un1ts hére, or even one unit,lbut what about oﬁneréhip within
the S¢ction 31 and Section 6? |

THE WITNESS: There are other owners involved in

'that.—f;in those particular areas.

EXAMINER JONES: There is -- is there a difference -

of owﬁership between Section .6 and Section'31?>

‘THE WITNESS: Yes, there is. What we are going to

do is to‘establish a unit operating agreement, and havé -

everybody' sign up'unde: a uhit operating agréement'on the
spréad bflthéir_interest,'so we are going to d6~£hét;

- EXAMINER JdNES; ;Okay.‘ And you anticiéate éverybody.
will 81gn on? o

THE WITNESS: Yeah. .

'“'EXAMINER JONES{':Bedause yéu-didntt ask foi

Compulsory péoling hére.  | |

THE'WITNESSr No, we didn't doathat, but Iﬁﬁ

anticipating'that evérybddy will sign on. I don't think

-”there’is:going to be anybody that's not.

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

-eVen 3,000 feet deeper? Expecting oil wells?

THE WITNESS: Oh, yes, vyes.

R N o R RO
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_ _ Page 14
EXAMINER JONES: And that existing well, dld it --

is that the green outline on exhibit --
| THE WITNESS: Whatithat is, thatls the project area;i

for that particular well. It's a 240-acre project for.that
Particular well. o | |

EXAMINER JONES: Okay. S0 it excluded the east half
of'thefnortheast,quarter? | .

.THE'WITﬁESS: Correct. Correct.

EXAMlNER JdNES:j And’ why was that? De yourkhow‘why?

:THE WITNESS: I'm not sure.

 MR. FELDEWERT:. Mr;'EXamiher, if I may, the'specialn

pool’ rules requlre 80- acre spaelng units for these wells, sof
bas1cally these are stacked 80 -acre unlts, and that's why you .
" have; for example; that --

EXAMINER JONES: ~Okayh

MR FELDEWERT- ,Fj that partlcular 80 acres perhaps
excluded but they could still develop that. - |

EXAMINER*JONES: So that 'is an oil-well?

| THE WITNESS: Correct.

EXAMINER JONES: :Okay;> That's an oil welllin the
Red Hllls Bone Sprlngs pool°

\THE WITNESS: Pool. And it's in the sand, the
Second Bone Springs Sahd. |

'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}s still going to maintain
its -- but it's a different 3,000 feot --

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

EXAMINER JONES: Okay. So‘yeu've got several
exceptions you are asklng for here Just about everything.in.

that Red Hills spec1al pool rule is being -- so bas1cally, as

Afar as the same dedlcatlon, all the notlces went out to

everyone surrounding --
THE WITNESS: Correct.
 EXAMINER JONES: --5th15-acreage?
' THE WITNESS: Correct.
EXAMINER JONES: And you haveAnet received -- were
yeu‘able to locate-everybody?.
.THE'WITNESS; I think it went out to'everybody. i

think there was one green card that didn't come back, and

'that was'erm,Chevron.- Why it dldn't come back from Chevron, N

I don't have any idea. But that's their . address we have used
in the past, se -- we operate most of -that area in there,
so -- sovwhat we did;‘we sent eut notices ——hWe'sent out
notices to the non;operators'ae:well. |

. EXAMINER JdNES:.AQkay.v Did thehBLM have any‘other'

comments or restrictions?

PAUL BACA PROFESSIONAL COURT REPORTERS
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_ . Page 16
1 - THE WITNESS: Not that I know of. -
2 EXAMINER JONES : That you kno"w of?
3 - THE WITNESS: No. |
4 EXAMINER JONES: I have no~more land questions.
s EXAMINER BROOKS: Okay. Is this private land,

6 federal land, state land?

.7 : :‘. :> THE:WITNESS: It's a COmbinationi Over there in 31,
8 .the east half of 31 is fee, ana.theetest.of thevland is

.9 _federal. The north half of. 6 and,west'half-ef‘31 is all

10 federal. | |

11 § - EXAMINER BROOKS: 'Okay. So you would anticipate --

12 . xyou'saidjyou were going to unitize it at eelater dete, and

13  you indicated that you got all -=.you have all the working
14 interest owners committed?
155 T THE WITNESS: Well we don't have them -- we don't

16 have them commltted at thls p01nt but I thlnk we' w1ll I
17 don't see a’ problem with it. |

18" o EXAMINER BROOKS: So Iyou 'w‘ou‘ld anticipate.then that
19 + you are going to do a ‘com agreement°‘

20 - -'_ THE WITNESS: Yes,_we w1ll be d01ng a com agreement

-21 on this. - It will be communitizing in the*westzhalf,f
22 communitizing these‘two'federal leases, and, in the east
23  half, the fee with the federal.

24 - EXAMINER BROOKS : -And there is no state land

25 - involved?

PAUL BACA PROFESSIONAL COURT REPORTERS
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Page 17
THE WITNESS: There is no state land involved.

EXAMINER BROOKS: Okay. Very poorly drafted rule
provision; No more questions. |

EXAMINER JONES: I have one nore 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 Springs
Poolswas established for the Red Hills unit that EOG or Enron
’.Orf—ﬁ notaEnron, but HNG had put. together, that was

oestabllshed for that for the Th1rd Bone Sprlngs, and there's

been other wells that we've drilled. out there, development

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

Sprlngs Pool so I don't --
i EXAMINER JONES So the vertical limits of it
include all the Bone Springs?

- THE WITNESS: 'Correctr And I thlnk that's why this

-,one is’ klnd of in that pool because it's right next door to

the unlt.

'ER, FELDEWERT: Mr. Examiner, I think'it's Qithin a
mile_of the-pool boundary.
| EXAMINER JONES: ‘So we either contract'the pool and
create-a new‘pool S0 yOn can do this de?elopment,'or we get
ekceptions 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 drilling horizontal wells.into the shale, -
beéause theée are going to be, you know, shalé‘wells.and not
sand_wells.  |
iEXAMINER JONES: Yeah, there's --
v}THE WITNESS?'1Beéause we plan on drilling'a'bﬁnch of
shaie:wells in there. |
.  EXAMINER JONES: A bunch of theh?  |
| THE WITNESS: Yeah, several 5f them; At-igast these
six and some more. |
| EXAMINER JONES: Some;mbre.
IVV -iHE WiTNESS:‘ We plan én drilling iﬁ;thislérea.
' EXAMINER JONES: Aqu many other erking interest '

owners do you- think would be in this'pool?‘_In other'wofdé,

ﬂthe'eXist,-— well, I take that back. ‘Not working interest

owners, .but operators in the Red Hills-Bone Spring Pool, you
woﬁld have to work with them to get the~pobl rules --

. THE WITNESS: T think that that's -- the operator in

most cases ‘is going to be EOG.

'EXAMINER JONES: Yeah.
THE WITNESS: Because we own most of that acreage in

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

- the operator. We have some non-ops with us on some of these

Wells.

' EXAMINER JONES: You just have to work with the

operators of the pool-plus the --

T, =
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THE WITNESS: Right. |

EXAMINER JONES: ——‘a'Mile around.

THE WITNESS: :Right."

EXAMINER  JONES: I héve no more quéstions;

EXAMINER BROOKS: I do have anothef question I _‘
forgdt. ‘I think’I undérstoodithis, but I want to be sure I'm
correctt . Are the ---did I héar_you say that thé penetration'
points bf-aii‘of these wells,_thatkis,'where'they infersecff

where the wellbore will intersect the top of the Bone Spring’

. Formation is within the setbacks?

' THE WITNESS: Yes.
EXAMINER BROOKS: Yeah,. because .-- all right.  Our

present rules we work from the -- where they intersect the -

‘top of the Bone Spring Formation, not where they.interseCt'at'

thé'top;of the shale where itié goihg to be'pfoducing from;~'
sé I wanted'to make it clear that'you are going to be within
the:setbacks and you're not.going to need nbn—standard
locatiohs fd£ those‘wells;,A

EXAMINER JONES:. Ifthink_that wou1d-m¢én that‘the'
vertical -- that the weli Qould have to be spotted withih’3BO 
of thé'bqundary. .Db yéu know if that'sAthe cése?_ |

 ;'-THE'WITNESS:. Well, the éctual surface locaﬁiqnsé
 EXAMiNER JONES;' Wéll['you've got.them in here.
3MR: FELDEWERT: We do, and we have a -

EXAMINER JONES : Yeah,'these are -- two of them
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Page 20 |

are -- actually four of them are.
MR. FELDEWERT: - We have an engineer that will
testify.

EXAMINER JONES: Okay.

| MR.-FELDEWERT: I ha&e no further questions.
| EXAMINER JONES:. bkayu' Thanks a lot.
'THE WITNESS: ' Okay. | |
MR.:FELDEWERT:-Iourlnext.wltnessr'
WILLIAM“J:'MORRIS
(Hav1ng been sworn testlfled as follows )
DIRECT EXAMINATION |
BY MR. FELDEWERT :
Q.  Would you please state your name for the record°v'§
A. William J. Morris. |
" Q. By whom are yoﬁ-employed aﬁd ih‘What'capacity?-
A. EOG:Resourcesl I'm a.petroleum geologist.
Q; Have you previoﬁsly‘testified_before this
Dlvision?A} - |

A. Yes,. I have.
Q. Were your - credentlals as a petroleum geologlst
accepted and made a matter of record'>

A. .Yes,_they,were.

T

Q. Are you likewise familiar with the applications
filed by EOG in these consolidated cases?

A. Yes.

PAUL BACA PROFESSIONAL COURT REPORTERS
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| Page 21 |
Q. Have you conducted a study of the lands that are the |

sﬁbject»of this application?
| VA; Yes, I have. |
| MR. FELDEWERT} I would tender Mr. Morris_as an
expert witness in petroleum geology. |
EXAMINER JONES: He is'so'qualified.
”Q.“'¥Mr. Morris, befofé-We_get:td any more exhibits,

would you just generally'outline for the Examiners the

- various producing intervals in the Bone Springs Formation in

thisfsubjeét area.

A. iOkay. In this two or three township area, the Bone
Spring Formation produces from the Third Bone Spring Sand

‘which is near the base of the'ermatibh.v Aiso the Leonard
'Shalexproduces'from some horizontal wells, ‘and that's located é

"near the top of the formation.

Q. Andlwhat depth are the sands versus the shale?

A, The Third Bone Spring Sands»are-at an appfoximate

‘depth of 12,000 feet, and the Leonard Shale is at a depth of

approximately 9,000 feet}

Q. And'has EOG_driliéa horizontal,we1154both_in the
deeper Bone Spring Sand as well .in separate wells in the
shallowe;’Léonafd Shale aréa§-  | |

A Yes, they have.

Q. if you theh tﬁrn.tq'-—.pﬁll out or turn fo and pull

outAwhat}s‘been marked as EOG Exhibit: Number 7. Would you

SRR s
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drill-are:shown With_green laterals on them.  The wells that

. ' _ Page 22 |
first'identify this exhibit and then also describe where EOG

has drilled both horizontal’ wells in the sand and then _ i

separate horizontal wells in the shallower Leonard Shale.

PSR

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

Q. - Go~ahead.: \
: A. This is a structure nap'over theARed‘Hillsuarea that
is on the'top of'the.Bone Spring-Formation. The red_outline
is our Red Hills unit that EOG operates. The subjeot wells
are'looatedvjust north_of'that red,outline in.Seotion’Blvand
Section 6. o
Q. ':Are those wells identified in_green?

AL Right : - The horizontal wells~that we propose to

are highlighted brown are wells that_producelfrom‘thetThird

Bone Spring Sand, and the wells that are highlighted with

" green outlines are those wells that we have drilled produCing

.from the Leonard Shale

'{Q; So 1f I look at this map up there in the north half g
of Section 6, there is a well in brown in ‘the northwest'
guarter°of_Seotion 6, that is the Diamond_é ?ederal Nunber 2
that we talked about the existing wells, correct?

B A. ;‘That is oorreot; |

Q.'.'As'completed in the sand? -

PAUL BACA PROFESSIONAL COURT REPORTERS
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" consistent throughoutvthis subject area?

4 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 in a'minute,
but if I follow that llne south, I get down to an area then
that has a -- looks like a blue shading or green;-—

A. Yes,'llght green shade.

Q. vLight green. ‘What does that depict? -
. A. .That's our Lomas Rojas project area where we drilled
a number of Leohard Shale wells on somewhat different spacing

in there.-

Q Okay. And in your Lomas Rojas project area, that's

down in Section 267?

'A‘. _'Rl:Ight. ,
Q. Of 25 south 33 ‘East?_.
A.: Correct.
' Q.: Now, in that particulef aree,:you said'youvdfilied

wells in the Leonard Shale portlon of the Bone Sprlngs:'

Formatlon9
‘A; That is correct, vyes.
Q. Is that the same target area as the proposed

horizontal wells?
“A. 'Right?- It's the same zone that we intend to drill
north of the --

.Q.i' Okey.d Is the geology of the Bone Sprihgs‘Formation

PAUL BACA PROFESSIONAL COURT REPORTERS
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Page 24

A. Yes, I have a cross sectlon that will show that the
zones are continuous throughout the entire area.

Q. Okay. 1If we then leave this map out, turn to EOG
Erhibit Number 8, andbpull that out, ,why don't you 1dent1fy
EOG EXhlblt Number 8 for the Examlners

A. This is a three well cross section that depicts the

entire.Bone Spring Formatlon in thlS area. The first well on

‘the left is the Lomas RO]aS 26 State Number 4 Well. 1It's

located in the very ‘south part of the map. The second --.
Q. Let me -- the map belng EXhlblt Number 7?.
A. Belng Exhlblt Number 7, correct.

:Q.  So looking at Exh1b1t Number 7 . down in Section 26

where the green wells are, and.that's the start of your cross 1

section?
A.'hoRight., The well that's hlghllghted with a blue line

that extends from 1t towards the north

Q. Okay;
A.E The second well of the cross. section is the well. 1n A
'Sectlon 6. that was .drilled in the thlrd -- it's the pllot

the Third Bone Springs Sand, and it's the Diamond 6 Federal

»Well.

The last well to the right is the Morrow, it's the
Deep Morrow Well that was drilled in Section 31, and it shows

the entire Bone Spring Formation there. The cross section

~ hole for.the well that-was drllled laterally_ln Section 6_1h3A‘;

PAUL BACA PROFESSIONAL COURT REPORTERS

a2251 e95-26d8-49f8-98d5-950ce7969a97



_ . , Page 25 j
1 further highlighted in brown at the base, the Third Bone §

'2_ Spring Sand Pay, that has been drilled throughout the Red

3 ‘Hills unit, this log is,very_representative of those.
4. ~And onvthe upper part is the Leenérd Shale, and you
5 - can see that'the_shale_characteristice~defry across the

6 entire tegien, and onr terget zene.is ehown-in green there.
_7'A _' Q. pIe'there a continuity throughout the area of these
" 8 producing zones? -
h9t'h.: VA. Yes.- The Third Bone Sprlng Send is contlnuous
10 _throughout the Red HlllS area. And the shale, to my

11  knowledge, encompasses the entire mapped area on here It's

12 continuous throughout the area.
"“13... Q. Is there communication ofpthese -- expected
112 communicatiOn between the Bone Spring sand producing interval

"15  and Bone_Spring.Lebnard'Shele.produéing interval?

16 . A;'A No. They havehtotelly'different preducing

'h17 propertles | _ |

ti8' Q. And do you expect any of. the —; from a geologlc
19 .standpoint -- any character;st;cs of.these zones, are they
20 completely different? | |

21 A. ”Xes;' They would be -= well) the upper one is-a
'22h shale'unit, and it's very-tight,; And”the other unit, the
23: - Third BonevSpring Sand’ie a -- it's an-older pressure sand

24 zone.

- 25 Q. Okay. Then just for the record, in your opinion,
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Page 26
w111 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

Springs Formation, correct?

A." I don't think it possibly. could.
Q. Okay. In your opinion, then, are‘separate.

horizontal wells needed in this area to recover the reserves

vinsthe shale?

A.‘7,Yes;rthey‘are.

4Q.f Is. EOG presentlng a productlon englneer to dlscuss

the results of your horizontal drllllng program in: the
Leonard~Shale portlon of the-Bone Sprlngs'Formation ‘down here

‘if the Lomas Rojas,study area?

;A;h sCorreetﬂ 'Webhave an ehgineer‘preseht o

Q. And that's the area down here in Sectlon 26 that was
the start of your cross sect10n°_'

_'A.. Right.

1”Q}" Okay. .Almost finished here; in'yoﬁr opinion, are
the resuits-that EOG obserVed‘down‘here-in Section 26 ih the

Lomas;Rojas study area, are the results of that -- of those

~wells épplieable to the area that iS'the‘subject-of the

: applicatioh up there in Section 31 and' Section 6?

A, We believe the geological parameters that are

:present down in Section 26 will be .very similar to that in

Section 31 to the north.
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Q.

be in

waste

A.

Q.

: : Page27
Okay. Will the grantlng of EOG's appllcatlon here

the best interest of conservation and the prevention of
and protection of correlative rights?
' 'Yes.

Were EOG Exhibits 7 and 8 prepared by you or

complled under your direction and superv1s1on'>

.QA.M;

Yes,’they were. -

pMR,vFELDEWERTi That completes My examination of

this witness;‘

EXAMINER JONES Okay So really there is not

»much -- there is not much vertlcal separatlon between the top 45

of the Bone Sprlng and the target 1nterval°"

»»THE,WITNESS: AR;ght. 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‘earlier.

EXAMINER JONES: Yes. And Mr. 'Brodks had asked,

: We don't look -- we always look at the wells, ‘the plans

for the wells, and you. have those plans for those wells in

your -- probably your proposal to the BLM and to Mr Dillon

or whatever the'~—

files.

THE WITNESS: - I'm sure they are.
' EXAMINER JONES: Yeah, they are-prebably in our

We'll find them one way or the other.
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MR. FELDEWERT: If not,.we can get them to you.

EXAMINER JONES: Okay. And this is pretty big --
and you call this Leonard target-zone, and this is Leonardian
Age Permian,_but’is that the -- is that what the geelogists
are geing te call the ehale.in the Bone Spring there? o

THE WITNESS: I think a lot of companies may call it
Avalon Shele,'whateverj I mean, our“eompany calis it Leonard
Shale, that'snwhat we've always called it, so that's pretty
much, T gﬁees, the name we are stlcklng with.

EXAMINER JONES: Where is thls-area part of ‘the

country located? 1Is it close to Maljamar or something?

THE WITNESS:. I‘think it's cioser to Jal. 1It's in

‘the south part of --

EXAMINER JONES: So.south of Lea County? -

THE WITNESS: Yeah, very south part of Lea County.

'Yoﬁ're_about 12 ——:15 miles north of the state line,

soﬁething like that. =
EXAMINER JONES : Okay . B‘u_t;south of jail - Jal?
THE WITNESS: I think so. It's, I think it's a
little -- v' S
MR. FELDEWERT We have -
'THE WITNESS: A little 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}

ST
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' : Page 29
MR. FELDEWERT: I called 1t Leonid Shale, but they

corrected me.

EXAMINER JONES: This, ﬁithin this -- this is about .
100-foot zoneFYOu hava located here. |

THE WITNESS: Right.

EXAMINER JONES: Where are you going to drill your

S well?

THE WITNESS: I think'they are going to drill it in ° |

1the - just near. the middle part of "it, “but just 'in the lower }%

'part of the mlddle section.

EXAMINER'JONES; You've got markers there that‘YOu'-"

look at?

THE WITNESS: Yeah, there's a couple of little line

markers in there, -and, you know, we run gamma ray as we drill

we'révat..
| _ EXAMiﬁER jONES:‘2i kaew thereais‘aAhew_tool'Ehat yaﬁ
can use it to.look'further..vDo you'use-tha£?~ |
uTHE WITNEéS:» We havé'nét ﬁsed that, no.
EXAMINER JONES: And your gamma ray.is still 30 feet
back from the b1t o .

THE WITNESS Yeah. I think it's probably more .like

.40, 45.

EXAMINER JONES: After a stabilizer?

' THE WITNESS: Right. -

‘PAUL BACA PROFESSIONAL COURT REPORTERS
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1 EXAMINER JONES: 'And all of this zone below --
2 between this, this big shale and the traditional Third Bone

3 'Spfings;Sand is not productive?

-4~ THE WITNESS: 1It's not productive in this area. It
_ Efi'is'productive in other parts of theicountyl |

6 , -EXAMiNER JONES: Of the county?
7 | ) .THE‘W.I‘_T‘NESS:  Yes. To'the«_.nori'th', up south of

8 - Lovington, whatever the first Bone Spring sand produces, the

9 Second BoneVSpring‘Sand produces up .in there.

10 S EXAMINER' JONES: Okay.-
) l;:f?';. FTHE-WITNESS: And actually some of these carbonates
121"1n between also produce | :
1713 | . EXAMINER JONES: Okay.
14f“:.:"] d-THE'WITNESS: So the_wholeisection‘does produCe>
15 «soﬁewhere:in'the county, but in this particulaf‘area'—-
i6 - . ,:' o EXAMINER JONES 3>You'are'not seeing shows When you :

"17: “drill on. the wells that drill through 1t

18 - '_ o THE'WITNESS: I'm not familiar w1th all of that. T
19 think we have seen some of shows, but 1t's not as prospectiue
iZOJV as the zones that we are drilling now.

21_” "~ EXAMINER JONES:O Yeah. It seems you pretty much -
22‘. testified this is'a different source of su?ply than - or -
23 what we call a different pool than --

24 THE WITNESS: Well, it's definitely a different

25’ 1pool,-I think.
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Page 31

EXAMINER JONES: Yeah, it should be.

THE WITNESS: Yeah.

EXAMINER JONES: And that horizontal well: you

drilled in the Third Bone Sprlng Sand was not any good?

THE WITNESS No. It -- the Thlrd‘Bone Spring Sande

down there are very, very good.

EXAMINER JONES: So hOrizontaI wells, you showed us

a-horizontal well that was drilled in that - in Section 67?

THE WITNESS: Yeah. We developed thoee,‘you'know,b

- ten -- ten’years ago or so.

 EXAMINER JONES: Oh. And you drilled that one.

east_west, didn't‘you?

'THE WITNESS- A lot of those Th1rd Bone Sprlng wells:

we drllled were largely east-west, correct

.,EXAMINER JONES: And now you want to go north south

THE WITNESS: Yeah, the Third.Bone Spring Sand is a

little bit more limited just because it's-a sandstone the Way_‘f

it's aeposited.,_The‘shale covers the whoie basin‘or,the

‘entire part of this area.

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

~‘land decision to drill north-south versus east-west?

- THE WITNESS: I wasn't involved in'that. I think

it'srlargely'based-on the regional pressure‘trends and

Stuff --

'EXAMINER JONES: There you go.

e AR B

There you go.
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'wasn't -sure. totally what you were saying was a’ dlfferent pooli

. ' . Page 32
THE WITNESS: -- that we are looking at.

EXAMINEﬁ JONES : .Well,coached witnessAhere. Okéy.
Deﬁ's -- I guess I be££er not ask any_more.questions. |
Mr. Brooks? |

EXAMINER BROOKS : Well, the terﬁ “pool" is’a_legal

term, as it's used in the OCD, so When you were'saying -- I

from_what~else,rbut I thought you were suggestlng.that_the

.shale and the Bone Spring‘Sahds were a different pool than.

‘the ggnerié'seﬁse‘of'that term. Is that what you were ..

saying?
THE WITNESS: Yeah, they are differént”reservoirs.

_EXAMINER‘BROOKS: Right. In other words, they are

‘not- in communication with-each other in terms of movement of "

_the hydrocarbons?

~THE WITNESS: Correct.
EXAMINER BROOKS: Which is the way the term "pool"

isvsupposed-tO'be'used,ibut at the same time werhave:a;f

classification system, and they are in the same pool under

our classificétion,éystem.
THEiwiTNESS:- Right. You are cofrect.
’EXAMINER.BROOKS: Just wanted, to élérify.l~Né.«
further questions.f‘ |
MR, FELDEWERT : Mr.f’Exéminer, I would liKe to leave

EOG Exhibit Number 7 out, T don't think we will go bécklto

PAUL BACA PROFESSIONAL COURT REPORTERS
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Page 33 ,

Exhibit Number 8, andvthen T will call my next witness.

RS )

' STEVEN D. ROBERTSON
(Héving been sworn, testified as follows)
DIRECT‘EXAMINATION

BY MR. FELDEWERT:

Q. Would you please state your name for the record?
A. Steven D.. Robertson.

Q. And by whom are you_employed and in what capacity?*t

A.  EOG Respurcés. I'm é'resérvoif'engiheer.

Q.  Mr. Rdbéftéon,‘have ydu éléo previousiy festifiedV -‘
before this DiVisi§n?v~i |

A. Yes,. I-héve:

Q. 'Were.your=érédentials as a'pétroleum.engineer
acceéted'and”méde é mattef.of:public record?

A.  Yes, they'weré. | “

Q. And are you likewise féﬁiliér‘With the‘aéplications'_?.-
that have been filed in #hése-cbnsolidéted cases? |

'_A. iYes,'i am.

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

A. Yes, I have. . =

MR. FELDEWERT: . I wbuld 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.

that you put together for the Leonard Shale interval in the

Bone Springs Formation?

A.

Q.

Yes, it is.

Page 34
Is this the development plan |

Okay.. And just to -- since you put this together,

how far apart did you instruct that these wells should be

A,

Q.

880 feet.

‘spaced to‘appropriatelypdrain the Leonard Shale?

And what is the basis for this 880-foot drillingi

pattern in the Leonard Shale?

A.-

Q-

- The basis is a pattern spacing test we conducted in

‘the Lomas' Rojas section area of Section 26.

So if I look at EOG'Exhibithumber.7:down at Section

26 and 25 South 33 East, there is.avnumber_of wells that have

area?
A,

0.

Yes, it is.

- a green shading<bn there, is that your Lomas Rojas study

Okay. Before we get to that Stﬁdy was that -- was

that study area that you discussed or that the compahy S i

representatives discussed with the DiViSion prior to

implemeﬁting that project?

A.

Q.

Yes, it is.

Did company representatives come up and meet with -

the Division about this Lomas Rojas,study area?

A.

Yes, ‘they did.

a2251e95-26d8-4918-98d5-95¢cce7969a97
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Why dld 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 reserv01r propertles of porosity and

011 saturatlon and thlckness that are typlcal for this

Lieonard Shale Formatlon all the way across thls area.

Q.

~Would you. then turn to -- leave EXhlblt 7 out --

turn to what's been marked as EOG- EXhlblt Number 9 - And let

me flrst.ask you, 1s_that then a close—up view of the same

Section 26 and 25 South 33 East?

i
0.
A

Q.

A.

Yes, it is.
So this is a slide of‘your"Lomaszojas Study area?
Yes, it is.

'thy don't you ‘then explaln what the company did in

this partlcular study area sectlon

In thlS sectlon, we 1mp1emented a- test in order to'

test dlfferent well spac1ngs to see if- these wells would-

1nterfere with each other. And so you see. Well Number 2H on

thatdfigure has an average spacing of'about 1320 feet from
its adjacent wells'. And then you will see Number -- Well"

_Number 4H- has an average spac1ng of about 880 feet from its

adjacentrwells, and those -- those two wells are confined, so

they have thathcharacteristlc spac1ng. 'Of course you have

the in member wells that are unconfined on the east and west,

and so this was basicaliy a test to see if we could squeeze

- PAUL BACA PROFESSIONAL COURT REPORTERS
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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 resuitsIOf-your studY?,
A.. Yes, it‘does. |

Q;, This shows the estimated ultimate recoveries on

" these five wells. And these recoveries  were normalized for

treated well lengths,_oil in place per section, foot, and net
pay thickness, so basically trying"to‘compare apples'and“

apples by normalizing-for these small changes in these

.parameters'~

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

spacing, average spac1ng of about 1300 feet and 1t‘s'
recovery is’ about 165 MBO The.Well_4H has an average'

'spaCing of about 900 feet and it has an estimated recovery

of about 165 MBO. So by spacing these we115'closer,ﬁwe did -

‘-not 1mpact the reserves on the closer spaced well.

Q. And based on_this study, you have concluded that to -
adequately drain reserves, these wellsishould be spaced 880

feet apart?'

A, ¥es; that.wasbour‘conclusion;l
;Q; iWhich resultsfin six Welis per.section?
“A. »;That's correct.
' .Q; .Okay. . Are you_concerned aboutiwaste if your

proposed'SBOFfoot spacing pattern is not followed by the

PAUL BACA PROFESSIONAL COURT REPORTERS
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‘well, we are basically not recovering about 165 MBO per half

" per sectiorm.

"Section 6 what would you calculate to be the oil left in

Z‘place if you dldn’t follow your path'>

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

'productlon characterlstlcs in the sand 1nterval of the
"Leonard Shale portlon dlfferent from the productlon
;characteristics'in the shallower shale portion of the Bone

.Sprlngs Formation?

- Page 37

company in horlzontal development of the Leonard Shale°

A. Yes. We‘belleve that by not drilling that extra

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

extra two wells.per section, that would be an extra 330 MBO

.Q.' As applied to the'particular area7that'iS‘the

subject of our appllcatlon Sectlon 31 in the north half of.
AL Yeah those wells are expected to be about 7, OOO
feet long, SO more reserves per well. -So by drllllng-an

would galn ‘an addltlonal 576 MBO

Q. .Okay.7 Now,'I want to now turn just to a differenti

topic, and the ex1st1ng spec1al pool rules Wthh have been 7'-b

marked as EOG Exhibit Number 2. Elrst,-before,we talk about_

.them, 1n .your oplnlon as a production‘engineer, are the

A. _Yes, they are. The sand is much more permeable and

drains a much further.distance than the shale does.

Q. ~ From a production engineering.standpoint, do you

............... GEEESSRE s SR e
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Yes, we do.

Ckay. Did‘you examine the record from the heafings

»'that resulted in the adoptlon of the spec1al pool rules for

‘the Red Hills Bone Sprlngs Pool°

A. Yes, I did.
Q. Okay. And were the existing pool rules based on
drainage calculations and analysis that were'—— thatiare

" A.

,‘Q. .

applicable to the sand‘component of.theuBohe Springs

‘Formation?

Yes, they were directedhtowards'the sand.

In your opinion, does . that oo thosebdrainage\

calculations and analysiS'that.resulted in these special'pool

rules, are they appllcable to the shale of the Bone Sprlngs
Formatlon’> |
A.
Q.
and 1995 ‘was anyone drllllngAln,a Leonard Shale portlon of
’the Bone- Sprihgs Fofmation, to your khowledgeé' |
A |

Q.

No '~they are'not

At the time that these rules were adopted in 1994

No, they weren't.

In your opinion, are exceptions to both the density

and the internal setback requirements-in these rules

necessary in order to adequately drain the reserves in the

Leonard Shale componeht of the Bone Springs Formation?

A..

'Yes.

AR S e
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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 developmeht in these project

.areas?
" A. Yes.
Q. In your opinion, how many wells -- I think you have

already said you neediat least three in each 480-acre project

. area to adequately drain?

" A. Yes. That's what we .require.

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

_were'some question about this, do your drllllng plans for

these ‘horizontal wells, are they -—-w1ll they maintain the

‘330 setback from the outer boundarles in each of these

,.480—acre_spac1ng units?

“A. Yes. Those will be maintained,_the~penetration
point of the Bone Springs.

Q. In your opinion, is the granting of this application

‘or these applications in the best. interest of conservatiom
and prevention of waste and the protection of correlative

'rights?

'A;‘. Yes, they are.
"th Were EOG EXhlbltS 9 and 10 prepared by you or,
compiled under your-dlrectlon and superv1s1on?
| A. Yes[_they were; | |

MR. FELDEWERT: Mr. Examiner, Itmoveythe admission

e SN o
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of Exhibits 9 and 10.

- misnomer. It's more reservoir. That's my.specialty.
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EXAMINER JONES; EXhlbltS 9 and 10 w1ll be admitted.
(Exhlblts 9 and 10 admltted )
MR. FELDEWERT: And that concludes ﬁyaexaminationp
i EXAMINER JONES: Now, Mr . Robertson, Idthink‘mainly
Whét you have done‘hefé is reservoir engiﬁeerinéxwork? |

- THE WITNESS: = Yeah. Production engineering is a

EXAMINER JONES: = So you would basically.be doing:the
ﬁrediCtihg reserves éndAedohomics forAthése”——‘these wells?
dTHE WITNESS:.'That'S correct.

EXAMIN'ER JONES: - You had to sell it -- your team had
tddsell i£ to‘tﬁe management . |

THE WITNESS: Yes.

' EXAMINER. JoNﬁs . '._‘Ailrea‘dy? '

‘THE WITNESS: Yes.

' EXAMINER JONES:. Probably.
.THE WITNESS: " Oh, yes. Yes.
EXAMINER JONES: Was there a big difference in the -

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

THE WITNESS: No. We tried to keep the fracs all

consistent so that we didn't have another variable affecting

EXAMINER JONES : Was there a lot of water production

S R G
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1  with these, or -- ' :
2 THE WITNESS: Typically there is a fair amount of
3 water pfoduction,'abéut é'SO percent waterldut, typically.
4 - EXAMINER JONES: And what happens to it over time?
45 v Does'it go up? | - ‘ | -
6 | THE WITNESS:' It s;ays'about the séme.‘ Stayé'aboﬁt
7 the.saﬁe; . | | | | |
8 iEXAMINER‘JONEsi ’Okay; ~So you.Easically}—— nolwater
9 drive, in other words? - .
10 THE WITNESS :  Right. »Y-eah, it's possible. We don't
‘11 . know for sure wherexthe-waﬁer’is comingAfroﬁ; to béjﬁoneét.;'
_12 _ ;'E.XAMII.\TE_R JONES : ‘So insitu water?. |
13 ,THE‘WITNESS: Right.>.Some of.it‘is insitu,‘éome bf.
14 it is-outsidelthe'zbne,of:interest.  ' | |
15 ) ExAMINER F_JONES:;‘ . And you are not ‘asking for
-16 ‘ailbwabie‘modificaﬁiohkfo#.this érea, yoﬁ jusﬁ wént fo étiék
17 with Rule 6 of thé Red Hills? | -
18 ‘ - THE WiTNESS: .Sometimeé it very initially will*f
i9 produce more thaﬁ_thét éllowéble.' I meén,ljusﬁkar a<féW'
20 days,}if at all,.but it %- it's‘not a problem, if'We»needed.
21 tO'feduce it initially; You know what I mean? |
_2’24 EXAMINER JONES: The allowable here ié.sét for an | |
23 80-acre proration'uniﬁ, staﬁdard proration ﬁnit, so that
24 ‘would be -- |
25 - THE WiTNESS: Right.; Right.' You could actuallyﬂ
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multiply that up, so we woﬁldn'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, éo that would‘prdbébly be.»i.-
: all.right. Although this_is a‘totaliy different animai, and. .
 5§_it -- it's -j'iﬁ;some cases-tha£.GORAwill -— will rise,
 but if it's based.on the original oil allowable,_I’think wé:
'will have'plehﬁy_of room theré ﬁor'the GOR or for fhe gas -

production.

EXAMINER JONES:. What about the frac jobs you are -

going to.put on this new area, is it -- was it different than

the onés that was done on Section 267

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

" continue to improVe our technology;‘but it's essentially:the

éame type of frac.
-EXAMINER JONESQ-“HOW would the wells be completed, I
meah; ésAfaf és caSingsﬁ and perforations,‘opén‘hole or --
 THE WITNESS: Yeah, we drill a five-and-a-half-inch

casing around the curve and cement .it in place, and then use

. plug and perfs'to create this multistaged frac job and inject:

many several million pounds ofﬁsand to proppant.

EXAMINER JONES: -So there will be some sand going'inii

the frac job, it's not just a click water job.:
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" the point where the wells --
'Spring Formation.

easeﬁ more than 330 feet‘ffom the outer boundafies of ---

| -  Page 43 |
THE WITNESS: Yeah. Yeah. Definitely lots of sand, |

yeah.

EXAMINER JONES: Okay. Well,'I don't have any more
guestions.

EXAMINER BROOKS: I was referred to you by the land .

‘witness. I want to make'sure that these wells are -- since

you are not asking for non-standard locations as such, I want

to make sure that these wells are within the setback as per

our'definitions. And per our definitions, that depends on

THE WITNESS: Penetrate.

EXAMINER BROQKSQ C-- penetrate the top of the Bone

THE WITNESS:. Cofrect; 'Correet,‘

EXAMINER BROOKS: Is that point going to be, in each.

~ THE WITNESS: Yes, it will be.

'EXAMINER BROOKS : - Okay. eThank.you.
MR, FELDEWERTﬁ'.I have ﬁo furthef‘qqeetiohs teday, '_?
and that concludes our presentatien. | |
EXAMINER JONES: Okay. Thank you for coming in.
-"THE WITNESS: Thank you. | H
EXAMiNER JONES:' Stay around_temorfow'end‘see the
balioons:' We'li take theeetcaees, Case 14738 ahd~Cese 14739

under advisement.
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EXAMINER JONES: And let's take a ten minute break

here.
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‘above captloned cases were taken before me and that I d1d

report in stenographlc shorthand the proceedlngs set forth

-related to- nor contracted w1th any of the partles or .

'attorneys 1n_th1s case and that I have_no 1nterest:whatsoever
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REPORTER'S CERTIFICATE

I, IRENE DELGADO, New Mex1co CCR ‘253, DO HEREBY

CERTIFY THAT ON September 29, 2011, proceedlngs in the

hereln, and the fore901ng pages are a true and correct
transcrlptlon ‘to the best of my ablllty
.I FURTHER CERTIFY that I am neither, employed by nor .

in the final dispoSition_ofhthis case inany court;

WITNESS MY HAND this _ ___ day of October 2011.

- Irene Delgado,
Expires: 12-3
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