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rift Ti 
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7 APPLICATION OF EOG RESOURCES, INC. 

FOR A NONSTANDARD SPACING AND PRORATION 
8 UNIT, EDDY COUNTY, NEW MEXICO. 
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1 HEARING EXAMINER: Let's c a l l t h e f i r s t two 

2 cases of the day, Case 14358 and Case 14334. Case 14358 

3 i s t h e A p p l i c a t i o n of EOG Resources, I n c o r p o r a t e d , f o r a 

4 nonstandard spacing and p r o r a t i o n u n i t , Eddy County, 

5 New Mexico. 

6 Case 14334 i s the A p p l i c a t i o n of EOG Resources, 

7 I n c o r p o r a t e d , f o r compulsory p o o l i n g , Eddy County, 

8 New Mexico. C a l l f o r appearances. 

9 MR. CARR: May i t please t he Examiner, my name 

10 i s W i l l i a m F. Carr w i t h the Santa Fe o f f i c e of Holland and 

11 Hart, LLP. We represe n t EOG Resources, I n c . i n these 

12 cases. And I have one wi t n e s s . 

13 HEARING EXAMINER: Any oth e r appearances? A l l 

14 r i g h t . Would the witness please stand and be sworn in? 

15 (Note: The witness was placed under oath by the 

16 c o u r t r e p o r t e r . ) 

17 MR. CARR: May i t please the Examiner, these two 

18 cases i n v o l v e EOG's e f f o r t s t o poo l two working i n t e r e s t 

19 owners, who cannot be l o c a t e d , w i t h i n a h o r i z o n t a l w e l l 

20 p r o j e c t area. 

21 The p o o l i n g p o r t i o n of the case was presented on 

22 June 25th under t he a l t e r n a t i v e procedure whereby EOG 

23 su b m i t t e d an a f f i d a v i t seeking t o p o o l these i n t e r e s t 

24 owners. 

25 At the c o n c l u s i o n o f t he h e a r i n g , we were 
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1 advised t h a t b efore these i n t e r e s t s c o u l d be pooled, a 

2 nonstandard spacing u n i t c omprising the h o r i z o n t a l w e l l 

3 p r o j e c t area had t o be cr e a t e d . And the case was 

4 co n t i n u e d . 

5 EOG then f i l e d a companion a p p l i c a t i o n , which i s 

6 the a p p l i c a t i o n f o r t he nonstandard p r o r a t i o n u n i t , which 

7 i s p a r t and p a r c e l of t h i s e f f o r t t o b r i n g these two 

8 i n t e r e s t owners i n t o t h i s w e l l . 

9 And I have one wi t n e s s . 

10 DOUGLAS HURLBUT, 

11 the witness h e r e i n , a f t e r f i r s t b eing d u l y sworn 

12 upon h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

13 DIRECT EXAMINATION 

14 BY MR. CARR: 

15 Q. Would you s t a t e your name f o r the re c o r d , 

16 please? 

17 A. Douglas W. H u r l b u t . 

18 Q. And Mr. H u r l b u t , where do you resid e ? 

19 A. Midland, Texas. 

20 Q. By whom are you employed? 

21 A. EOG Resources, I n c . 

22 Q. And what i s your c u r r e n t p o s i t i o n w i t h EOG? 

23 A. I'm a petroleum landman. 

24 Q. Have you p r e v i o u s l y t e s t i f i e d b e f o r e the New 

25 Mexico O i l Conservation D i v i s i o n and had your c r e d e n t i a l s 
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1 as an ex p e r t i n petroleum l a n d m a t t e r s accepted and made a 

2 matter of record? 

3 A. Yes, I have. 

4 Q. Are you f a m i l i a r w i t h t h e a p p l i c a t i o n s f i l e d i n 

5 these c o n s o l i d a t e d cases? 

6 A. Yes, I am. 

7 Q. And you're f a m i l i a r w i t h t h e s t a t u s of the lands 

8 i n the area t h a t are the s u b j e c t of these cases? 

9 A. Yes, I am. 

10 MR. CARR: I tender Mr. H u r l b u t as an expert 

11 petroleum landman. 

12 HEARING EXAMINER: Mr. H u r l b u t , are you r e l a t e d 

13 t o B i l l H u r l b u t ? 

14 THE WITNESS: That's my younger b e t t e r . 

15 HEARING EXAMINER: You seem a l o t q u i e t e r than 

16 he. Okay, he's q u a l i f i e d as an e x p e r t . 

17 Q. Mr. H u r l b u t , would you b r i e f l y s t a t e what EOG 

18 seeks w i t h t h i s a p p l i c a t i o n f o r the c r e a t i o n of a 

19 nonstandard spacing u n i t ? 

20 A. Well, an order c r e a t i n g a 160 acre nonstandard 

21 spacing and p r o r a t i o n u n i t comprised of the n o r t h h a l f of 

22 the n o r t h e a s t q u a r t e r of Section 18, the n o r t h h a l f of the 

23 northwest q u a r t e r of Section 17 i n Township 18 South, 

24 Range 30 East, Eddy County, New Mexico 

25 Q. Now, t h i s i s a nonstandard spacing u n i t ? 
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C o r r e c t . 

2 Q. And i t i s the p r o j e c t area f o r a h o r i z o n t a l 

3 w e l l ? 

4 A. I t i s . 

5 Q • Would you i d e n t i f y t h a t w e l l by name? 

6 A. I t ' s the EOG Sand Tank 18 Federal Com Well 

7 No. 2-H. 

8 Q. And i n t o what f o r m a t i o n has t h i s w e l l been 

9 d r i l l e d ? 

10 A. I t ' s been d r i l l e d i n t o t h e Bone Springs 

11 f o r m a t i o n • 

12 Q- Are you the landman t h a t signed the a f f i d a v i t 

13 t h a t was presented i n support of the compulsory p o o l i n g 

14 a p p l i c a t i o n presented on June 25th? 

15 A. Yes, I am. 

16 Q • And are you here today t o review t he p o r t i o n of 

17 t h i s e f f o r t t h a t r e l a t e s t o the nonstandard spacing u n i t ? 

18 A. Yes, I am. 

19 Q- You s t a t e d t h a t the p r i m a r y o b j e c t i n the w e l l 

20 i s t h e Bone Springs formation? 

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

22 Q- And i n what po o l i s t h i s w e l l located? 

23 A. Sand Tank Bone Springs p o o l . 

24 Q. What i s the spacing f o r t h i s pool? 

25 A. 40 acre o i l spacing. 
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1 Q. And what i s the c h a r a c t e r o f the lan d i n t h i s 

2 nonstandard spacing u n i t p r o j e c t area? 

3 A. They are a l l f e d e r a l lands. 

4 Q. How many f e d e r a l leases? 

5 A. There's f o u r f e d e r a l leases. 

6 Q. Could you r e f e r t o what has been marked f o r 

7 i d e n t i f i c a t i o n as EOG E x h i b i t No. 1 and i d e n t i f y t h i s f o r 

8 the Commission? 

9 A. This i s a c t u a l l y the A p p l i c a t i o n f o r Permit t o 

10 D r i l l dated August 25, 2008. That's when i t was approved. 

11 And i t ' s f o r a p e r i o d of two years. 

12 Q. And what i s the s t a t u s of t h i s w e l l ? 

13 A. I t ' s c u r r e n t l y been d r i l l e d . 

14 Q. Does i t t r a v e r s e each of the 40 acre f e d e r a l 

15 standard spacing u n i t s t h a t are combined f o r the u n i t ? 

16 A. Yes, i t does. 

17 Q. And i s the w e l l c u r r e n t l y producing? 

18 A. Yes. I t i s a producing t he w e l l i n a casing 

19 u n i t . 

20 Q. Would you go t o what i s marked E x h i b i t No. 2? 

21 Would you i d e n t i f y and review t h a t , please? 

22 A. Okay, t h i s i s the Form C-102 which i s the w e l l 

23 l o c a t i o n acreage d e d i c a t i o n p l a t t h a t we f i l e . And what 

24 we're showing here i s on the n o r t h h a l f n o r t h h a l f of t h i s 

25 u n i t . 
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This i s the proposed nonstandard spacing u n i t 

2 t h a t ' s o u t l i n e d i n y e l l o w and a c t u a l l y shows the surfa c e 

3 l o c a t i o n of the w e l l up i n the northwest q u a r t e r of the 

4 n o r t h e a s t q u a r t e r . 

5 And as you can see, the w e l l t r a v e r s e s the f o u r 

6 o i l w e l l spacing u n i t s t o the bottom hole l o c a t i o n over i n 

7 the n o r t h e a s t q u a r t e r of the northwest q u a r t e r of 

8 Se c t i o n 17. 

9 Q. Why i s EOG seeking approval of a nonstandard 

10 spacing u n i t ? 

11 A. Well, because the h o r i z o n t a l w e l l p r o j e c t area 

12 comprised of m u l t i p l e standard spacing u n i t s can be 

13 approved w i t h o u t a h e a r i n g f o r the c r e a t i o n of nonstandard 

14 u n i t s . 

15 Q. What do you do, you j u s t f i l e a C-102? 

16 A. C o r r e c t . 

17 Q. This case i s a l i t t l e d i f f e r e n t , however, i s i t 

18 not? 

19 A. Yes, i t i s . 

20 Q- And why i s t h a t ? 

21 A. Because we need t o po o l two working i n t e r e s t 

22 owners. 

23 Q • The O i l and Gas Act o n l y p r o v i d e s f o r the 

24 p o o l i n g of spacing u n i t s ; i s t h a t r i g h t ? 

25 A. That's c o r r e c t . 
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1 Q. And so p r i o r t o g e t t i n g a p o o l i n g order, you're 

2 seeking the c r e a t i o n of t h i s nonstandard u n i t ? 

3 A. C o r r e c t . 

4 Q. Would you go t o E x h i b i t No. 3 and review t h a t 

5 f o r the Examiner? 

6 A. Okay, E x h i b i t No. 3 i s a l i s t i n g of the working 
7 i n t e r e s t owners who have agreed t o j o i n , except about 

8 halfway down, t h e r e ' s a lady, B e a t r i c e Anderson, w i t h a 2 

9 and a h a l f percent working i n t e r e s t i n t h i s 160 acre u n i t , 

10 and J u l i e t Condon, who has about a .625 percent working 

11 i n t e r e s t i n t h i s 160 acre u n i t . These p a r t i e s , we have 

12 not been able t o l o c a t e them. 

13 Q. And t h a t was reviewed i n the p r i o r hearing? 

14 A. C o r r e c t . 

15 Q. Could you i d e n t i f y what has been marked as EOG 

16 E x h i b i t No. 4? 

17 A. That i s an a f f i d a v i t t h a t ' s signed. 

18 Q. Does t h i s a f f i d a v i t c o n f i r m t h a t n o t i c e of 

19 h e a r i n g had been p r o v i d e d t o — 

20 A. R i g h t . 

21 Q. And t o whom was n o t i c e provided? 

22 A. I t was p r o v i d e d t o a l l the o f f s e t o p e r a t o r s i n 

23 t h i s case. I t was sent t o Yates Petroleum C o r p o r a t i o n 

24 who — they operate over i n the west and southwest p a r t of 

25 our u n i t , and Samson Resource, who i s i n the east and 
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1 southeast p a r t of our u n i t . 

2 Q. Does EOG operate t he acreage n o r t h , n o r t h e a s t , 

3 northwest, and south of the spacing u n i t ? 

4 A. Yes, they do. 

5 Q. And have you c u r r e n t l y d r i l l e d and are producing 

6 Bone Springs h o r i z o n t a l w e l l s s i m i l a r t o t h i s one on each 

7 of those t r a c t s ? 

8 A. Yes, we are. 

9 Q. I n your o p i n i o n , w i l l g r a n t i n g t h i s a p p l i c a t i o n 

10 be i n the best i n t e r e s t s of c o n s e r v a t i o n and p r e v e n t i o n of 

11 waste and the p r o t e c t i o n of c o r r e l a t i v e r i g h t s ? 

12 A. Yes, i t would. 

13 MR. CARR: May i t please the Examiner, we move 

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

15 HEARING EXAMINER: E x h i b i t s 1 through 4 w i l l be 

16 a d m i t t e d . 

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

18 of Mr. H u r l b u t . 

19 HEARING EXAMINER: I guess t he on l y q u e s t i o n 

20 David and I have, and so might T e r r y , but t h e w e l l doesn't 

21 t r a v e r s e t o t a l l y , because of the setback requirements, 

22 a l l -- the two center 40s get covered t o t a l l y by the w e l l 

23 bore? 

24 THE WITNESS: C o r r e c t . 

25 HEARING EXAMINER: W i l l a l l f o u r 40s c o n t r i b u t e 
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1 t o p r o d u c t i o n i n the w e l l ? 

2 THE WITNESS: Yes, they w i l l . Each lease, 25 

3 pe r c e n t . 

4 HEARING EXAMINER: For costs and f o r revenue? 

5 THE WITNESS: C o r r e c t . 

6 HEARING EXAMINER: Just f o r i n f o r m a t i o n 

7 purposes, I ask t h a t . 

8 THE WITNESS: Okay. 

9 HEARING EXAMINER: Okay. David, do you have any 

10 questions? 

11 MR. BROOKS: No, I don't t h i n k I have any 

12 q u e s t i o n s . 

13 MR. WARNELL: No qu e s t i o n s . 

14 MR. CARR: May i t please the Examiner, we would 

15 request t h a t i n both of these cases, the a p p l i c a t i o n s be 

16 approved, t he nonstandard u n i t based on t h e p r e s e n t a t i o n 

17 here today, and the approval based on the a f f i d a v i t t h a t 

18 was subm i t t e d on June 25th. And t h a t concludes our 

19 p r e s e n t a t i o n . 

20 HEARING EXAMINER: Thank you. Case 14358 and 

21 Case 14334 w i l l be taken under advisement. 

22 (Whereupon, the proceedings concluded.) 

23 n r r . i " f h Q t U<- foregoinq is 

24 f h e " * ™ n e r hwr lngof Case No ' 

25 
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