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

12:05 p.m.: 

EXAMINER ASHLEY: The D i v i s i o n c a l l s Case 12,425. 

MS. HEBERT: A p p l i c a t i o n of Manzano O i l 

Corporation f o r an unorthodox subsurface o i l w e l l l o c a t i o n , 

Lea County, New Mexico. 

EXAMINER ASHLEY: C a l l f o r appearances. 

MR. BRUCE: Mr. Examiner, Jim Bruce of Santa Fe, 

rep r e s e n t i n g the Appli c a n t . I have two witnesses t o be 

sworn. 

EXAMINER ASHLEY: A d d i t i o n a l appearances? 

W i l l the witnesses please r i s e t o be sworn in? 

(Thereupon, the witnesses were sworn.) 

MIKE BROWN, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. W i l l you please s t a t e your name and c i t y of 

residence? 

A. My name i s Mike Brown, from Roswell, New Mexico. 

Q. Who do you work f o r and i n what capacity? 

A. I'm employed by Manzano O i l Corporation as t h e i r 

g e o l o g i s t . 

Q. Have you p r e v i o u s l y t e s t i f i e d before the D i v i s i o n 
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as a ge o l o g i s t ? 

A. I have. 

Q. And were your c r e d e n t i a l s as an expert accepted 

as a matter of record? 

A. They were. 

Q. And are you f a m i l i a r w i t h the geologic matters 

i n v o l v e d i n t h i s case? 

A. Yes, I am. 

MR. BRUCE: Mr. Examiner, I ' d tender Mr. Brown as 

an expert petroleum g e o l o g i s t . 

EXAMINER ASHLEY: Mr. Brown i s so q u a l i f i e d . 

Q. (By Mr. Bruce) What does Manzano seek i n t h i s 

case? 

A. We seek approval f o r an unorthodox o i l w e l l 

l o c a t i o n f o r the Manzano O i l Corporation Cayuma Well Number 

1. I t ' s located i n Lots 12 and 13 of Section 1, Township 

16 South, Range 3 6 East, Lea County, New Mexico. 

Q. This w e l l has already been d r i l l e d , has i t not? 

A. Yes, i t has. 

Q. What i s E x h i b i t 1? 

A. E x h i b i t 1 i s a land p l a t showing the — i n 

yellow, the 80-acre p r o r a t i o n u n i t t h a t we want t o dedicate 

t o the Cayuma Number 1. This w e l l was completed or i s 

completed i n the Northeast Lovington-Penn Pool, which i s 

spaced on 80-acre spacing, w i t h w e l l s t o be w i t h i n 150 f e e t 
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of the center of a quarter quarter government s e c t i o n . 

Q. What i s the h i s t o r y of t h i s w ell? 

A. B a s i c a l l y , t h i s w e l l c o n s i s t s of t h r e e w e l l b o r e s , 

the f i r s t of which was d r i l l e d by Concho Resources as the 

Cayuma Number 1. I t was d r i l l e d i n A p r i l of 1999. Manzano 

O i l had a very small i n t e r e s t i n t h i s w e l l . I t was d r i l l e d 

from a surface l o c a t i o n of 3580 from the south l i n e , 990 

from the west l i n e , and t h a t surface l o c a t i o n was d i c t a t e d 

by housing and other c u l t u r a l concerns. 

The w e l l was kicked t o an orthodox by Concho, and 

t h a t bottomhole l o c a t i o n was 3169 from the south l i n e and 

636 f e e t from the west l i n e . 

The w e l l was dry and was abandoned, a t which 

p o i n t Concho Resources decided t h a t i t no longer wanted t o 

be i n v o l v e d i n t h i s p r o r a t i o n u n i t and s o l d t h e i r i n t e r e s t 

t o Manzano, e t a l . , and t h a t was i n August of 1999. 

Manzano app l i e d f o r an unorthodox l o c a t i o n t o 

d r i l l -- or a c t u a l l y t o d r i l l a v e r t i c a l w e l l from the 

surface l o c a t i o n . That order was approved. I t ' s 

A d m i n i s t r a t i v e Order NSL-4417. 

Manzano then re-entered the Concho w e l l and 

d r i l l e d a v e r t i c a l w e l l . That l o c a t i o n , as w e ' l l see i n a 

moment, was also very t i g h t . I t was a s l i g h t improvement 

over the Concho w e l l , but we deemed i t uneconomic, although 

we had some encouragement. 
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At t h a t p o i n t , Manzano was ready t o go ahead and 

plug and abandon the w e l l . However, we had some working 

i n t e r e s t owners and a geophysicist t h a t b e l i e v e d t h a t i f we 

could move j u s t 250 f e e t from the bottomhole l o c a t i o n , t h a t 

we would get i n a b e t t e r p a r t of the mound and we might 

could make a commercial completion. 

So we went ahead and d i d the k i c k t o — i n a 

d i r e c t i o n a l hole, and we d r i l l e d t o a l o c a t i o n of 3807 f e e t 

from the south l i n e and 1180 f e e t from the west l i n e , and 

we d i d t h a t February 16th of t h i s year. 

The new t h i r d l o c a t i o n , w h i l e t i g h t , i t d i d 

appear t o be m a r g i n a l l y economic, so we d i d recommend t o 

complete the w e l l , which we d i d . 

Q. And the next witness w i l l give more i n f o r m a t i o n 

on the w e l l completion and w e l l chronology, w i l l he not? 

A. Yes, he w i l l . 

Q. Let's move on t o your E x h i b i t 2, and could you 

discuss the geology i n t h i s p a r t i c u l a r area, the Strawn 

geology? 

A. Right. This e x h i b i t i s the Strawn — middle 

Strawn horizons. I t ' s an isochron map generated from our 

3-D survey which Manzano, e t a l . , shot a few years ago. 

This map was submitted t o the OCD when we 

a p p l i e d , when Manzano app l i e d , f o r the unorthodox l o c a t i o n 

on the v e r t i c a l wellbore. 
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On the map you see noted the Concho Cayuma Number 

1 bottomhole l o c a t i o n and then the proposed l o c a t i o n f o r 

the v e r t i c a l wellbore t h a t we were applying f o r . 

The Concho w e l l , as you can k i n d of see, i t ' s o f f 

the mound, and t h a t ' s e x a c t l y what they found. I t was j u s t 

t i g h t . We believed a t the time t h a t i f we could d r i l l the 

v e r t i c a l l o c a t i o n , w h i l e i t wasn't the best l o c a t i o n on the 

mound, we thought i t would be s u f f i c i e n t t o gi v e us enough 

p o r o s i t y and perm t o make an economic w e l l . As we s a i d , we 

d r i l l e d i t , and i t was t i g h t and uneconomic. 

We then chose the best l o c a t i o n on the 3-D, and 

t h a t was a l o c a t i o n 2 50 f e e t away t o the north e a s t , and i t 

had the best amplitude, i t was the t h i c k e s t on isochron and 

would be the only l o c a t i o n , or the best l o c a t i o n t h a t we 

could d r i l l t o e x p l o i t t h i s mound. 

Q. Why don't you move on t o your E x h i b i t 3 and 

discuss what you a c t u a l l y found i n each of the t h r e e 

wellbores? 

A. Okay. E x h i b i t 3 i s ci cr o s s - s e c t i o n t h a t 

b a s i c a l l y runs i n c h r o n o l o g i c a l order from l e f t t o r i g h t . 

I've hung the logs on the top of the Strawn, I've noted the 

base of the Strawn pay; they're i n blue. And the Concho 

w e l l on the l e f t , i f y o u ' l l look, I've colo r e d i n the 

neutron p o r o s i t y t h a t ' s g reater than zero, and I've co l o r e d 

t h a t i n the orange. 

STEVEN T. BRENNER, CCR 
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B a s i c a l l y what t h i s w e l l had was neutron p o r o s i t y 

a t 2 or less percent. I t was extremely t i g h t . 

Now, the d e n s i t y curve appears t o have some 

p o r o s i t y , but i t ' s not r e a l ; i t ' s caused by washout and 

borehole r u g o s i t y . And I've shown the d e n s i t y - c o r r e c t i o n 

curve, k i n d of o u t l i n e d i t i n red, and you can see i t i s 

much g r e a t e r than the 2 D i v i s i o n c u t o f f t h a t we normally 

use. So the d e n s i t y curve i s not showing us r e a l p o r o s i t y ; 

the neutron curve i s . 

The d r i l l stem t e s t was run over the i n t e r v a l and 

b a s i c a l l y confirmed what we see here. I t was extremely 

t i g h t . The f i n a l s h u t - i n pressure only got t o 12 4 6 pounds, 

which i s very, very t i g h t , and no i n d i c a t i o n s of o i l and 

gas a t a l l . 

The middle w e l l i s the Manzano O i l Cayuma 1 

v e r t i c a l hole, and as you can see l o o k i n g a t the neutron 

p o r o s i t y , t h e r e i s a l i t t l e b i t more p o r o s i t y development. 

As a matter of f a c t , we have maybe three f e e t of pay. The 

w e l l o v e r a l l i s a l i t t l e b i t cleaner, and i t does appear 

l i k e we've got 10 or 15 f e e t more of the mound f a c i e s . But 

t h i s w e l l was d r i l l stem t e s t e d and had .44 b a r r e l s of f r e e 

o i l . Pressures weren't too bad a t 3995 on the pressure, 

but the buildups were very slow and appeared t o be 

extremely t i g h t . 

And at t h i s p o i n t Manzano was not w i l l i n g t o set 

STEVEN T. BRENNER, CCR 
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pipe , because we f e l t i t would be a very low producing 

w e l l , i f i t produced at a l l . 

We moved t o the d i r e c t i o n a l hole, which i s the 

w e l l on the r i g h t , and t h i s i s , by 3-D, the t h i c k e s t , most 

w e l l developed p a r t of the mound. And as you see, i t ' s not 

very t h i c k , nor i s i t very w e l l developed. We have a 

l i t t l e b i t more neutron p o r o s i t y and a l i t t l e b i t more pay. 

I'm c a l l i n g i t about s i x f e e t of t o t a l pay, as opposed t o 

th r e e f e e t on the other w e l l . 

We d r i l l stem t e s t e d t h i s w e l l and had 1.19 

b a r r e l s of f r e e o i l . Pressure was 4 000 pounds. But once 

again, i t i n d i c a t e d extremely t i g h t r e s e r v o i r c o n d i t i o n s . 

However, i t was — the r e s u l t s of the t e s t were j u s t 

s l i g h t l y b e t t e r . And a t t h i s p o i n t , while we had our 

re s e r v a t i o n s , we d i d decide t o attempt t o complete the 

w e l l . 

We p e r f o r a t e d from 11,631 t o -678 and a c i d i z e d 

w i t h 23,000 g a l l o n s of g e l l e d a c i d . Had an i n i t i a l 

p r o d u c t i o n of 90 b a r r e l s of o i l per day, but as the 

engineering witness w i l l show i n a minute, w i t h i n two weeks 

we're down t o 45, and no sign of l e v e l i n g out. 

So the DSTs and the logs were t e l l i n g us what we 

suspected; i t ' s a very t i g h t r e s e r v o i r . And we've d r i l l e d 

the best p a r t of the mound, so my i n t e r p r e t a t i o n i s t h a t 

the e n t i r e mound i s j u s t t i g h t . 

STEVEN T. BRENNER, CCR 
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Q. I n your op i n i o n , i s the unorthodox i n the t h i r d 

w e l l , i f you w i l l , the only reasonable o p p o r t u n i t y t o 

complete a producing w e l l i n the Strawn i n t h i s w e l l u n i t ? 

A. Yes, I do. 

Q. I n l o o k i n g -- Let's go back t o your E x h i b i t 2 f o r 

a minute, as f a r as the o f f s e t t i n g acreage. You d r i l l e d 

i n t o the best p a r t of the mound. Would you recommend any 

w e l l be d r i l l e d i n the u n i t t o the east, Lots 11 and 14? 

A. No, I wouldn't. We have two w e l l s , b a s i c a l l y , 

the v e r t i c a l w e l l and the d i r e c t i o n a l w e l l t h a t ' s w i t h i n 

the best contour, supposedly, of the mound, based on 

amplitude. There i s no pay w i t h i n t h a t — on the east 

o f f s e t t i n g lease, and given the r e s u l t s of our two w e l l s I 

don't t h i n k there's an economic w e l l t o be d r i l l e d over 

t h e r e . 

Q. And even i f there i s a l i t t l e b i t of the mound 

over t h e r e , i t ' s r e a l l y too t i g h t t o even d r i l l i t ? 

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

Q. I n h i n d s i g h t , would you have d r i l l e d t h i s w e l l , 

l o o k i n g a t i t now? 

A. No, I would not. 

Q. Now, f i n a l l y , the o f f s e t acreage, as f a r as 

n o t i c e t o i n t e r e s t owners, are Lots 11 and 14, are they 

not, Mr. Brown? 

A. Yes, they are. 

STEVEN T. BRENNER, CCR 
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Q. Are B r i s t o l Resources and Mark Chapman the only 

other o f f s e t working i n t e r e s t owners? 

A. They are. 

Q. And were they given n o t i c e of t h i s hearing? 

A. Yes, they were. 

Q. And i s my a f f i d a v i t of n o t i c e submitted as 

E x h i b i t 11? 

A. Yes, i t i s . 

Q. I n your o p i n i o n , i s the g r a n t i n g of Manzano's 

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

pre v e n t i o n of waste? 

A. Yes, i t i s . 

Q. And were E x h i b i t s 1 through 3 and 11 prepared by 

you or under your supervision or compiled from company 

business records? 

A. They were. 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of Manzano's E x h i b i t s 1 through 3 and 11. 

EXAMINER ASHLEY: E x h i b i t s 1 through 3 and 11 

w i l l be admitted as evidence. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Brown, i n Lots 11 and 14 does Manzano have an 

i n t e r e s t i n those? 

A. Yes, we have a c o n t r o l l i n g i n t e r e s t i n i t . I'm 

STEVEN T. BRENNER, CCR 
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not sure of the exact number, but we would be operator of 

the w e l l i n those t r a c t s . 

Q. And the p a r t i e s t h a t you n o t i f i e d , t h i s B r i s t o l 

Resources, do they have any i n t e r e s t i n Lots 12 and 13? 

A. I n the c u r r e n t ones? 

Q. Uh-huh. They're j u s t i n 11 and 14? 

A. I t h i n k they're only i n 11 and 14. 

Q. And you received no o b j e c t i o n from them? 

A. No, we d i d not. 

Q. On E x h i b i t 11, does Mark Chapman represent a l l of 

the B r i s t o l i n t e r e s t s ? I s t h a t --

MR. BRUCE: He i s a separate i n t e r e s t owner, 

yeah. 

EXAMINER ASHLEY: Okay, have you received 

anything, any r e t u r n r e c e i p t from B r i s t o l Resources? 

MR. BRUCE: No, I haven't, Mr. Examiner, but I 

w i l l check my f i l e again. I do know t h a t they were 

n o t i f i e d — t h a t the o r i g i n a l a p p l i c a t i o n was a p p l i e d f o r 

a d m i n i s t r a t i v e l y , the v e r t i c a l w e l l , and then the 

subsequent d i r e c t i o n a l w e l l was ap p l i e d f o r 

a d m i n i s t r a t i v e l y , and Mr. Stogner set i t f o r hearing. But 

B r i s t o l was n o t i f i e d each of those two times, and I do have 

c e r t i f i e d r e t u r n r e c e i p t s from them. 

I went through my f i l e s l a s t week and I — you 

know, sometimes these companies don't p i c k them up. But I 

STEVEN T. BRENNER, CCR 
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d i d get two other green cards back from them, and i f I f i n d 

i t I w i l l submit i t t o you, but I don't t h i n k I ever 

received them back. 

Q. (By Examiner Ashley) Mr. Brown, A d m i n i s t r a t i v e 

Order NSL-4417 allowed you t o re-enter t h i s w e l l and d r i l l 

v e r t i c a l l y ? 

A. Yes, t h a t ' s c o r r e c t . 

Q. But once you d r i l l e d v e r t i c a l l y , you then chose 

t o d r i l l d i r e c t i o n a l l y t o the c u r r e n t bottomhole l o c a t i o n ? 

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

Q. Did you seek a d i r e c t i o n a l d r i l l i n g approval from 

the D i s t r i c t f o r d r i l l i n g t h i s as a d i r e c t i o n a l w e l l ? 

A. That, I guess, would have t o be addressed by the 

engineer. I d i d not p e r s o n a l l y — 

Q. Okay. 

A. — was not involved i n t h a t . I do now t h a t our 

o p t i o n a t t h a t p o i n t was, i f we released the r i g , i t would 

not r e t u r n , we wouldn't d r i l l the d i r e c t i o n a l w e l l . The 

only t h i n g t h a t made i t even considerable, something t o 

consider, was the r i g was already there and a v a i l a b l e , and 

we could j u s t q u i c k l y check 250 f e e t away. But i f we 

released the r i g , we would never have brought i t back; i t 

would be too expensive. 

EXAMINER ASHLEY: I have nothing f u r t h e r , thank 

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

DONNIE E. BROWN, 

the witness h e r e i n , a f t e r having been f i r s t d u l y sworn upon 

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

DIRECT EXAMINATION 

BY MR. BRUCE: 

Q. Would you please s t a t e your name and c i t y of 

residence? 

A. My name i s Donnie Brown, and I r e s i d e i n Roswell, 

New Mexico. 

Q. Who do you work f o r and i n what capacity? 

A. I work f o r Manzano O i l Corporation as a petroleum 

engineer. 

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

Di v i s i o n ? 

A. Yes, I have. 

Q. And were your c r e d e n t i a l s as an expert engineer 

accepted as a matter of record? 

A. Yes, they were. 

Q. And are you f a m i l i a r w i t h the engineering and 

w i t h the d r i l l i n g of t h i s well? 

A. Yes, I am. 

EXAMINER ASHLEY: Mr. Examiner, I ' d tender Mr. 

Brown as an expert engineer. 

EXAMINER ASHLEY: Mr. Brown i s so q u a l i f i e d . 
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Q. (By Mr. Bruce) Mr. Brown, would you i d e n t i f y 

E x h i b i t 4 f o r the Examiner? 

A. Yes, E x h i b i t 4 i s the o r i g i n a l w e l l d r i l l e d by 

Concho Resources — i t ' s the Cayuma Number 1 — from the 

surface down t o t h e i r k i c k o f f p o i n t , 9330, the surface 

being the zero p o i n t on the X-Y a x i s , and i t d e p i c t s the 

surface l o c a t i o n away from the w e l l as i t penetrates t o 

9330. 

At 9330, t h e i r k i c k o f f p o i n t , they were 56 f e e t 

n o r t h of the surface l o c a t i o n and 31 f e e t west of the 

surface l o c a t i o n . 

The second page of t h i s E x h i b i t 4 o u t l i n e s what 

t h e i r i n t e n t was, t h e i r plan t o deviate t o the southwest, 

w i t h the hole i n , as i n d i c a t e d by the l i t t l e X t o the 

northwest of the zero-zero surface l o c a t i o n . They intended 

t o k i c k o f f and d r i l l t o the southwest, approximately 600 

f o o t south of the surface l o c a t i o n and a l i t t l e over 400 

f o o t west of the surface l o c a t i o n , or some 705 f e e t from 

the surface l o c a t i o n . 

The t h i r d page of t h i s e x h i b i t i n d i c a t e s what 

they a c t u a l l y d i d , the surveys. They d i d k i c k o f f a t 93 3 0 

f e e t , and they TD'd the hole a t 11,84 0 f e e t . They were 

some 411 f e e t south of the surface l o c a t i o n , 3 54 f e e t west 

of the surface l o c a t i o n , a t which time they DST'd t h e i r 

Strawn and decided i t was a dry hole. 
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Q. Okay. 

A. I ' l l go i n t o these DSTs a l i t t l e l a t e r on i n the 

e x h i b i t . 

Q. Okay. Mr. Brown, l e t ' s move on t o your E x h i b i t 

5, and maybe your e x h i b i t s — at t h i s p o i n t , your E x h i b i t s 

5, 6 and 7 together, and could you give a chronology of the 

w e l l and what occurred? 

A. Yes. On January the 21st, 2000, we re-entered 

the w e l l . On the 23rd we set a 125-sack cement p l u g from 

9402 back up t o 9178, dressed i t o f f a t — t o 9257, and a t 

t h a t p o i n t we kicked o f f of our cement plug. 

I f you r e f e r t o E x h i b i t 6, we t i e d i n e s s e n t i a l l y 

a t the p o i n t where Concho had kicked o f f . We t i e d i n some 

a t the t i e - i n p o i n t , as i n d i c a t e d on the f i r s t page, 

E x h i b i t 1, t o the northwest of the surface hole. The 

surface hole i s i n d i c a t e d by zero-zero, the l i t t l e dot t o 

the southwest of t h a t p l a t . 

I f y o u ' l l r e f e r t o pcige 3 of t h i s e x h i b i t , we 

kicked o f f a t 92 57. We were i n a s t r a i g h t hole, some 57 

f e e t from the n o r t h of the hole; and 2 8 f o o t west. We 

d r i l l e d t o a t o t a l depth of 11,666, we DST'd the Strawn, we 

got a l i t t l e gas and o i l recovery. I ' l l go i n t o the 

d e t a i l s of t h a t l a t e r . Then we; f i n i s h e d d r i l l i n g down t o 

11,860 and logged. 

At t h a t p o i n t , we were some 66 f e e t n o r t h of the 
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surface l o c a t i o n and f i v e f e e t east. And i f y o u ' l l look on 

page 3, our maximum i n c l i n a t i o n or d e v i a t i o n from a 

s t r a i g h t hole was never more than one degree — or t h e r e 

was one p o i n t — one degree. 

Q. On t h i s E x h i b i t 6, Mr. Brown, per the o r i g i n a l 

a d m i n i s t r a t i v e unorthodox l o c a t i o n order, the w e l l was 

d r i l l e d t o t h i s s t r a i g h t hole? 

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

Q. And you mentioned the d i f f e r e n c e n o r t h and east 

of the surface l o c a t i o n . That was j u s t a r e s u l t of the 

n a t u r a l d r i f t of the well? 

A. That's t r u e . 

Q. Okay. Go ahead w i t h the r e s t of your testimony, 

please. 

A. At t h a t p o i n t , we decided t o set another cement 

plug and k i c k o f f again and d r i l l d i r e c t i o n a l l y t o the 

northeast f o r reasons t h a t the g e o l o g i s t explained. We 

thought we could get i n t o a p o r o s i t y zone w i t h a v e r t i c a l 

hole w i t h o u t using d i r e c t i o n a l t o o l s and a downhole motor, 

but t h a t d i d n ' t prove the case, so we thought we'd giv e i t 

our best shot and go t o a maximum anomaly, as i n d i c a t e d by 

3-D. 

We set a 245-sack cement plug a t 10,700 f e e t , 

back t o 10,376 f e e t . We dressed i t o f f a t 10,500 and a t 

t h a t p o i n t kicked o f f and d r i l l e d d i r e c t i o n a l l y t o the 
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northeast. 

We d r i l l e d t o 11,677 — I'm s o r r y , we d r i l l e d t o 

11,770 and DST'd the Strawn again. We got b e t t e r r e s u l t s , 

more recovery, s t i l l i n d i c a t e d t i g h t . There was a b i g 

question about whether i t was s t i l l commercial or not, but 

they decided t o run pipe, so we d r i l l e d down t o 11,77 0 and 

ran our logs and ran pipe. 

E x h i b i t 7 i s the h i s t o r y of our d i r e c t i o n a l hole, 

t h i r d hole, d r i l l i n g towards the northeast. As you can see 

on page 2, we had dressed i t o f f t o 10,500. At t h a t p o i n t 

we were b a s i c a l l y s t r a i g h t at 1.8-degree d e v i a t i o n . We 

were some 69 f o o t n o r t h of the surface l o c a t i o n and about 

e i g h t f o o t west. We d r i l l e d t o a TD of 11,770, on page 3, 

had an i n c l i n a t i o n of 3.6 degrees [ s i c ] . At t h a t p o i n t we 

were 227 f e e t n o r t h of the surface and 189 f e e t east of the 

surface l o c a t i o n . 

Q. Now, Mr. Brown, you mentioned these footage 

f i g u r e s , 226 f e e t n o r t h and 189 f e e t east of the surface 

l o c a t i o n . That i s at t o t a l depth, c o r r e c t ? 

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

Q. What — Approximately, could you p o i n t out on 

t h i s e x h i b i t where the l o c a t i o n i s a t the producing 

i n t e r v a l ? 

A. Let's see, the producing i n t e r v a l — l o o k i n g a t 

the — I b e l i e v e you c a l l e d i t E x h i b i t 3. 
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Q. Yes. 

A. The top p e r f o r a t i o n s was 11,610. That would put 

us probably 205 f e e t n o r t h and about 164 f e e t east — 

Q. Okay. 

A. -- of the surface l o c a t i o n . 

Q. Okay. 

A. Now, when we d r i l l e d the v e r t i c a l hole — t h i s i s 

not i n my notes; I'm ad l i b b i n g here — i t was on a Sunday 

and I c a l l e d the OCD. I can't swear t o i t , but I b e l i e v e I 

d i d . I c a l l e d the OCD and asked f o r Gary Wink, because 

he's the only guy I ever t a l k t o when i t comes t o s e t t i n g 

plugs or P-and-A'ing a w e l l or o p e r a t i o n a l problems. 

I r e a l l y d i d n ' t c a l l him w i t h the i n t e n t t o ask 

permission t o d r i l l a d i r e c t i o n a l hole, unorthodox 

d i r e c t i o n a l hole. I t was my understanding t h a t t h i s was an 

unorthodox-approved w e l l , and I r e a l l y d i d n ' t know you had 

t o ask permission t o d r i l l an unorthodox hole i n a w e l l 

t h a t was already i n an orthodox. 

What I c a l l e d f o r was, we were going t o set a 

plug a t 10,700 f e e t , about 1000 f e e t above TD, and I 

remember t e l l i n g — asking him, d i d we have t o set a 

bottomhole plug? Could we consider t h i s our f i r s t p l u g , 

since we were on a k i c k o f f , and d r i l l d i r e c t i o n a l l y ? And I 

was allowed t o go ahead and set t h a t p l u g w i t h o u t s e t t i n g a 

bottomhole plug. You know, I t o l d him we were going t o 
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k i c k o f f d i r e c t i o n a l l y , but I r e a l l y d i d n ' t ask permission. 

I was mostly concerned w i t h s e t t i n g the bottomhole plug. 

Since I d i d n ' t take notes, I can't document t h i s . And 

according t o the Commission, Gary doesn't remember the 

c a l l . So t h a t ' s about a l l I can say about t h a t . 

Q. The g e o l o g i s t s t a t e d t h a t i f the r i g had had t o 

move o f f , t h i s wouldn't have been done. I f you had had t o 

stop d r i l l i n g w h i l e g e t t i n g permission, what was the cost 

of the r i g ? 

A. Day work was $6000 a day. That wouldn't have 

been a problem i f you could have had an answer t h a t day. 

But r i g m o b i l i z a t i o n i n and out, plus r i g - u p and time, was 

about $40,000. I t was $29,000 f o r m o b i l i z a t i o n and two 

days r i g up and r i g down, about $12,000, so t h a t would be 

close t o $40,000 i f you had t o move o f f and then move back, 

plus a l l the t r u c k i n g f o r d i r e c t i o n a l t o o l s and what have 

you. I don't b e l i e v e the working i n t e r e s t owners would 

have e l e c t e d t o d r i l l a hole i f they had t o go through t h a t 

e x t r a expense. 

Q. Let's move on t o your next e x h i b i t , Number 8, and 

could you b r i e f l y go over the data on t h a t ? And I t h i n k 

the f i r s t witness might have discussed c e r t a i n of the 

items. 

A. Yes, Number 8 i s the three DSTs from the Concho 

w e l l , which was t o the southwest of the surface l o c a t i o n , 
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the v e r t i c a l hole a t the surface l o c a t i o n , and the 

d i r e c t i o n a l w e l l d r i l l e d t o the northeast, the t h i r d hole. 

As you can — On t h e i r t e s t , i t c o r r e l a t e s w i t h 

t h e i r neutron p o r o s i t y log w i t h — only had two percent. 

They had very l i t t l e buildup i n flo w time d u r i n g t h e i r 

i n i t i a l f l o w periods. I t was t h e i r s h u t - i n time, over an 

hour and a h a l f on t h e i r f i r s t shut i n and second shut i n , 

i t was so t i g h t they got very l i t t l e b u i l d u p from t h e i r 

i n i t i a l f l o w . You could not e s t a b l i s h what we c a l l a P*, 

which i s the t r u e s t a t i c r e s e r v o i r pressure. They d i d n ' t 

have enough perm t o e s t a b l i s h t h a t . 

And i n t h e i r pipe recovery, they had 2407 f e e t of 

t o t a l recovery, a l l of which Wcis mud or water cushion, no 

signs of o i l , and i n t h e i r sample recovery they had 2 000 

cc's, c o n s i s t i n g only of d r i l l i n g mud. 

When we DST'd the same i n t e r v a l i n our s t r a i g h t 

h ole, we picked up about two or three f e e t of p o r o s i t y , but 

i t was enough t o e s t a b l i s h a t r u e r e s e r v o i r pressure of 

4100, which we know i s normal i n the area, because we 

produced several Strawn w e l l s i n t h a t area, and they're a l l 

i n t h a t 4100 range. 

We d i d get gas t o surface 3 0 minutes a f t e r the 

i n i t i a l s h u t - i n , and we got 551 f e e t of t o t a l pipe 

recovery, of which t h a t 90 f e e t was f r e e o i l . And we d i d 

recover 800 cc's of 42- g r a v i t y o i l i n our sample. And we 
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got some l i t t l e encouragement t h a t t h i s was — we were 

improving as f a r as gaini n g i n p o r o s i t y and r e s e r v o i r 

q u a l i t y , but i t was j u s t too t i g h t t o be economical t o 

produce. And t h a t ' s where we made the p o i n t , we'd r a t h e r 

d r i l l a d i r e c t i o n a l hole, r a t h e r than t r y t o complete i n 

t h i s hole. 

And when we d r i l l e d our d i r e c t i o n a l hole, we d i d 

p i c k t h r e e or fou r e x t r a f e e t of p o r o s i t y . We got enough 

p o r o s i t y t o e s t a b l i s h the same r e s e r v o i r c h a r a c t e r i s t i c s as 

f a r as s t a t i c r e s e r v o i r pressure. We had about the same 

f l o w i n g pressure, which i n d i c a t e d i t was t i g h t , low 

p r o d u c t i v i t y . We got about a t h i r d more pipe recovery, 871 

f e e t of t o t a l recovery. 83 f e e t of t h a t was f r e e o i l , and 

i n the sampler we got 1150 cc's of o i l as compared t o 800 

cc's i n the s t r a i g h t hole. 

Our an a l y s i s of the pressure buil d u p i n d i c a t e d 

t h a t i n our f i r s t hole we had a t r a n s m i s s i b i l i t y of 5; i n 

our second, d i r e c t i o n a l , hole we had a t r a n s m i s s i b i l i t y of 

42. So as f a r as the a b i l i t y t o produce the we l l b o r e , we 

had an improvement of e i g h t times, but i t was s t i l l a 

question of whether you could make a commercial w e l l out of 

i t . 

Our model analysis i n d i c a t e d t h a t i f we could 

s t i m u l a t e t h i s hole and improve the i n s i t u p e r m e a b i l i t y by 

a f a c t o r of f i v e , we could get a small f l o w i n g w e l l . And 
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t h a t was s t r i c t l y theory, but i t was enough f o r people t o 

spend t h e i r money on and then go f o r a completion, which i s 

what we d i d . 

Q. Okay. Now, your next e x h i b i t , E x h i b i t 9, i s 

simply the acreage d e d i c a t i o n p l a t f o r the w e l l as 

completed? 

A. That's c o r r e c t . I t simply shows the surface 

l o c a t i o n versus the bottomhole l o c a t i o n . I had sent the 

d i r e c t i o n a l survey t o the OCD showing the two holes, but 

they s a i d they weren't used t o l o o k i n g a t t h a t , they would 

p r e f e r one of these. So as an a f t e r t h o u g h t , t h i s i s what I 

sent t o the OCD i n Hobbs. 

Q. Okay. F i n a l l y , could you i d e n t i f y E x h i b i t 10 and 

discuss f o r the Examiner production from the w e l l ? 

A. Yes, but c o n t i n u i n g w i t h my d i s c u s s i o n , we d i d 

run pipe, and we p e r f o r a t e d 11,631 t o -677. That was an 

i n t e r v a l of 46 f e e t . We had a t o t a l of 14 f o o t of t h a t 

a c t u a l l y p e r f o r a t e d . 

We i n i t i a l l y a c i d i z e d w i t h 3000 g a l l o n s a t 3 1/2 

b a r r e l s a minute a t 6700 pounds, j u s t t o make sure i t would 

accept a c i d before we went t o the bigger a c i d j o b . As you 

can t e l l , i t a c i d i z e d extremely t i g h t , but we were able t o 

pump i t away. 

We swabbed our load back and then we swabbed 

recovered o i l f o r the f i r s t couple hours of each day, and 
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t h e r e a f t e r we had no recovery. I t was s t r i c t l y 

noncommercial a t t h a t p o i n t , w i t h 3 000 of a c i d . 

So we proceed w i t h our plans t o t r y t o increase 

the p e r m e a b i l i t y of the i n s i t u by a f a c t o r of f i v e w i t h 

the 23,000 ga l l o n s of 20-percent g e l a c i d , and we pumped 

t h a t away at 13.8 b a r r e l s a minute a t 6800. A f t e r we 

cleaned up our l o g and produced i t , the f i r s t day of 

p r o d u c t i o n we flowed 90 b a r r e l s of o i l and 118 MCF of gas 

w i t h a GOR of 1311, which was a normal GOR f o r the Strawn 

r e s e r v o i r i n t h a t area. 

E x h i b i t 10 shows our production h i s t o r y from t h a t 

i n i t i a l 90 b a r r e l s of o i l when i t went on l i n e on May the 

17th, s t a r t e d out a t a f l o w i n g pressure of 490 b a r r e l s of 

o i l , and w i t h i n 15 days, May 31st, i s f l o w i n g by head from 

— v a r i o u s , from 300 t o 250 pounds. I t ' s down t o 45 

b a r r e l s of o i l per day and 7 6 MCF of gas per day, a d e c l i n e 

of some 50 percent, 15 days. 

Q. What would be your estimate of f u t u r e p r o d u c t i o n 

l i f e from t h i s well? 

A. I b e l i e v e t h i s w i l l f low u n t i l i t produces the 

s t i m u l a t e d area of the 23,000 gall o n s of a c i d , which i s 

probably no more than 100 f e e t . At t h a t p o i n t i t w i l l 

probably load up and d i e . We'll have t o make e f f o r t s t o 

pump i t . I t w i l l pump i n e f f i c i e n t l y , because w e ' l l have t o 

pump i t above the d i r e c t i o n a l hole. And I doubt i f the 
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reserves w i l l be enough t o pay f o r the w e l l . 

So b a s i c a l l y , i t ' s — We're f l o w i n g now, but i t ' s 

an uneconomical w e l l . 

Q. One f i n a l question on E x h i b i t 10: Did Manzano 

rec e i v e approval from the D i r e c t o r of the Hobbs O f f i c e t o 

produce the w e l l pending t h i s hearing? 

A. That's c o r r e c t , we d i d . 

Q. Were E x h i b i t s 4 through 10 prepared by you or 

under your d i r e c t i o n or compiled from company business 

records? 

A. They were compiled by me. 

Q. And i n your opinion i s the g r a n t i n g of Manzano's 

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

pre v e n t i o n of waste? 

A. Yes, i t i s . 

MR. BRUCE: Mr. Examiner, I ' d move the admission 

of Manzano's E x h i b i t s 4 through 10. 

EXAMINER ASHLEY: E x h i b i t s 4 through 10 w i l l be 

admitted as evidence. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Brown, you mentioned t h a t t h i s i s a t i g h t 

f o r m a t i o n . Do you have any k i n d of estimate of what the 

drainage ra d i u s could be? 

A. Less than 100 f e e t . 
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Q. At what p o i n t d i d the D i s t r i c t O f f i c e know t h a t 

t h i s was a d i r e c t i o n a l w e l l t h a t you guys had kick e d o f f ? 

A. Kicked o f f — I assumed they knew when I c a l l e d 

and asked, t h a t I hadn't set a bottomhole p l u g . E v i d e n t l y , 

they d i d not. 

I had sent — On the completion, I had sent t h i s 

E x h i b i t 7 and E x h i b i t 6, but they were superimposed on one 

curve. And e v i d e n t l y t h a t was confusing, and they d i d n ' t 

know we i f ever d r i l l e d a s t r a i g h t hole. They thought we 

j u s t went i n there and went d i r e c t i o n a l t o begin w i t h . 

Q. And then what happened? 

A. That's when they refused t o give us an allowable 

pending t h i s hearing. And I t r i e d t o c a l l Chris Williams 

several times, and he never returned my c a l l , j u s t t o t e l l 

him t h a t , you know, i t was a s t r a i g h t hole, and we went 

d i r e c t i o n a l l y , and I thought I had c a l l e d the OCD and asked 

f o r permission not t o set t h a t bottom p l u g , and they knew 

i t was going t o be d i r e c t i o n a l then, and nobody threw up a 

red f l a g t h a t you can't do t h i s . But he never r e t u r n e d my 

c a l l . 

Q. So you say you d i d t a l k t o somebody, you t o l d 

them you d i d set a plug — t h a t you wanted t o set a plug 

and t h a t you were going t o go d i r e c t i o n a l l y a t t h a t p o i n t ? 

A. I can't swear t o i t , I don't have any documents. 

But I thought I t a l k e d t o Gary Wink, t h a t t h a t ' s what we 
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were going t o do. And according t o correspondence between 

the OCD and the counsel, he doesn't r e c a l l the 

conversation. 

MR. BRUCE: Mr. Examiner, i n the D i v i s i o n ' s w e l l 

f i l e t h e r e i s a C-103 t h a t was dated March 16th by Manzano, 

and i t was signed by Mr. Williams i n the Hobbs o f f i c e on 

March — I can't t e l l the date, I t h i n k i t ' s March 20th. 

EXAMINER ASHLEY: And what does t h a t say? 

MR. BRUCE: I ' l l give you my copy, Mr. Examiner. 

I t does r e f e r t o the d r i l l i n g of the w e l l . And s h o r t l y 

t h e r e a f t e r , we d i d f i l e the request f o r a d m i n i s t r a t i v e 

approval of the new w e l l l o c a t i o n w i t h the Santa Fe o f f i c e 

of the D i v i s i o n . 

Q. (By Examiner Ashley) Okay, was t h i s f i l e d before 

you t a l k e d t o the D i s t r i c t , Mr,, Brown? Was t h i s C-103 

dated March — I can't — 2 0-something — I can't t e l l 

e x a c t l y what i t says. 

A. No, because we kicked o f f February the 6 t h , when 

we set our second plug. 

Q. I guess you're aware of the r u l e , the d i r e c t i o n a l 

d r i l l i n g r u l e t h a t we have, Rule 111? 

A. Yes. As I say, I had been t o l d t h a t t he 

A p p l i c a t i o n f o r an unorthodox l o c a t i o n had been approved 

w i t h no o b j e c t i o n , so we were d r i l l i n g a hole i n an 

unorthodox l o c a t i o n t h a t had been approved, and we were 
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going d i r e c t i o n a l l y . 

And when I c a l l e d f o r the plug , I t o l d them we 

were going d i r e c t i o n a l l y t o the northeast, because t h a t 

v e r t i c a l hole was dry. And no o b j e c t i o n was r a i s e d a t t h a t 

p o i n t . And nobody r e a l l y s a i d , Well, you've got t o go back 

and get another unorthodox l o c a t i o n . 

EXAMINER ASHLEY: Okay, thank you. I have 

not h i n g f u r t h e r . 

THE WITNESS: Thank you. 

EXAMINER ASHLEY: There being nothing f u r t h e r i n 

t h i s case, Case 12,425 w i l l be taken under advisement. 

And t h i s concludes today's hearing. 

(Thereupon, these proceedings were concluded a t 

12:52 p.m.) 

* * * 
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