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STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OPFICE BLDG. 
SANTA FE, NEW MEXICO 

28 August 1985 

EXAMINER HEARING 

TE MATTER OF: 

Case 2355 being reopened on the motion CASE 
of the O i l Conservation D i v i s i o n and 2355 
pursuant t o the p r o v i s i o n s o f Order 
No. R-2051, as amended. 

BEFORE: Michael E. Stogner, Examiner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

Foi* the D i v i s i o n : J e f f Taylor 
Attorney a t Law 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87501 

For H. L. Brown, J r . : Ernest L. P a d i l l a 
A ttorney a t Law 
P. O. Box 2325 
Santa Fe, New Mexico 87501 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

I N D E X 

MIKE FEAGAN 

D i r e c t Examination by Mr. P a d i l l a 4 

Cross Examination by Mr. Stogner 13 

E X H I B I T S 

Brown E x h i b i t One, Booklet 6 
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MR. STOGNER: We'll c a l l Case 

Number 2355, which i s being reopened. 

MR. TAYLOR: I n the matter o f 

Case 2355 being reopened on the motion o f the O i l Conserva­

t i o n D i v i s i o n and pursuant t o the p r o v i s i o n s o f Order No. R-

2051, as amended, which order promulgated temporary s p e c i a l 

r u l e s and r e g u l a t i o n s f o r the Bluitt-Wolfcamp Gas Pool i n 

Hoosevelt County, i n c l u d i n g a p r o v i s i o n f o r 320-acre spacing 

u n i t s . 

Operators i n said pool may ap­

pear and show cause why the pool should not be developed on 

160-acre spacing u n i t s . 

MR. STOGNER: We w i l l now c a l l 

f o r appearances i n t h i s matter. 

MR. PADILLA: Mr. Examiner, my 

name i s Ernest L. P a d i l l a , Santa Fe, New Mexico, f o r H. L. 

Brown, J r . , i n t h i s case. 

I have one witness t o be sworn. 

MR. STOGNER: Okay, are th e r e 

any other appearances i n t h i s matter? 

W i l l the witness please stand 

and be sworn? 

(Witness sworn.) 
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MIKE FEAGAN, 

being c a l l e d as a witness and being du l y sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. PADILLA: 

Q Mr. Feagan, f o r the record would you 

please s t a t e your name and what your connection w i t h H. L. 

Brown, J r . , is? 

A Yes. My name i s Mike Reagan. I'm em­

ployed by H. L. Brown, J r . , as a petroleum engineer, produc­

t i o n engineer. 

Q You work out o f Midland, Texas. Do you 

reside i n Midland, Texas? 

A That's r i g h 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 

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 accepted 

as a matter o f record? 

A I have not t e s t i f i e d p r e v i o u s l y . 

Q Would you please s t a t e your educational 

background and when and where you received your degree i n 

petroleum engineering? 

A Yes. I attended Texas Tech U n i v e r s i t y ; 

received my degree i n 1981, BS i n petroleum engineering; a f -
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ter which I was employed by Texaco, Incorporated, and worked 

for a year and a h a l f as a production engineer in Sundown 

and Pinwell, Texas, and then transferred to the Midland Dis­

t r i c t Office as a reservoir engineer for Texaco, Incorpor­

ated . 

Q When did you s t a r t working for H. L. 

Brown? 

A February of 1984 I started working for H. 

I J . Brown, J r . , in the present capacity I'm employed. 

Q And as a petroleum engineer what are your 

duties with H. L. Brown? 

A They r e a l l y range — with a small company 

they range from production and a small amount of d r i l l i n g 

and anything that may pertain to regulations. 

Q Have you made a study in connection with 

t h i s case o f the Wolfcamp gas pool i n Roosevelt County, New 

F^xico. 

A Yes, s i r , I have. 

Q Have you prepared cer t a i n exhibits or had 

them compiled under your direction and supervision? 

A Yes. I prepared the exhibit in front of 

us based on some data gathered by an engineering, indepen­

dent engineering consulting firm. 

Q Under your di r e c t i o n . 

A Under my direction, correct. 
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MR. PADILLA: Mr. Examiner, I 

tender Mr. Feaqan as an expert i n petroleum engineering. 

MR. STOGNER: Mr. Feagan i s so 

q u a l i f i e d . 

Q Mr. Feagan, would you please t u r n t o what 

we have marked as E x h i b i t Number One and g e n e r a l l y describe 

what t h a t i s ? 

A E x h i b i t Number One i s our e x h i b i t based 

on data gathered by an independent engineering c o n s u l t i n g 

f i r m o f Osborn and Uhl, Incorporated. 

They prepared two stu d i e s f o r us, one i n 

September — one i n 1981 and the other updated study i n 1984 

on the Bluitt-Wolfcamp F i e l d , and t h e i r f i n d i n g s and docu­

mentation are presented i n t h i s e x h i b i t . 

Q W i l l you give us a b r i e f h i s t o r y o f the 

Bluitt-Wolfcamp Field? 

A The Bluitt-Wolfcamp F i e l d was discovered 

by the completion o f H. L. Brown, J r . Federal Well No. 1 i n 

October o f 1959. The f i e l d has been developed since 1959 

through 1982 w i t h the d r i l l i n g and completion o f t h i r t e e n 

gas w e l l s i n the main Wolfcamp r e s e r v o i r . 

Twelve o f these w e l l s are c u r r e n t l y oper­

ated by H. L. Brown, J r . , and one was r e c e n t l y sold by Sun 

Ex p l o r a t i o n Company and I'm not sure who's op e r a t i n g t h a t 

w e l l now. 
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As o f January 1st, 1985, 319,915 b a r r e l s 

o f condensate and 16.9 BCF o f gas "have been produced from 

the Bluitt-Wolfcamp F i e l d . 

G Okay, can you b r i e f l y describe the study 

t h a t was prepared by H. L. Brown i n 1981 and what the pur­

pose o f t h a t study was for? 

A The purpose o f the study i n 1981 was t o 

i n v e s t i g a t e the p o s s i b i l i t y o f i n f i l l d r i l l i n g the B l u i t t -

Wolfcamp F i e l d on 160-acre spacing. 

We found t h a t i t wasn't economically 

f e a s i b l e a t t h a t time t o i n f i l l d r i l l . 

0 Did you update t h a t study i n 1984? 

A Well, we d i d n ' t do i t as f a r as updating 

the economics. We d i d update the f i n d i n g s as f a r as pres­

sure data, data concerning i n f i l l I guess drainage o f the 

r e s e r v o i r . 

Q I s t h a t pressure data contained i n t h i s 

e x h i b i t ? 

A Yes, s i r , i t i s . 

Q Would you r e f e r t o the pressure data, 

please? 

A Yeah. The estimated o r i g i n a l r e s e r v o i r 

pressure was 2900 p s i g . 

I n 1980 H. L. Brown, J r . subjected our 

w e l l s t o long term pressure b u i l d - u p t e s t s . Using these 
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pressures an i s o b a r i c map, which i s Figure No. 2 i n t h i s ex­

h i b i t , was constructed by Osborn and Uhl and was updated by 

Figure No. 3 from pressure data gathered i n September o f 

1984. 

Q What are Figures 2 and 3? 

A They're the i s o b a r i c maps based oii pres­

sure data from 1980 and 1984. Y o u ' l l n o t i c e when the two 

i s o b a r i c maps are compared, s i m i l a r i t i e s i n the isobar 

shapes can be seen and general r e s e r v o i r pressure d e c l i n e 

can also be observed t o e s s e n t i a l l y be uniform over the en­

t i r e r e s e r v o i r . 

Q What does t h a t mean, the comparison o f 

those two i s o b a r i c maps? 

A I t ' s showing us t h a t we have good pres­

sure communication between the w e l l s and t h a t we don't f i n d 

any undrained areas w i t h i n the r e s e r v o i r boundary. We're 

adeguately drawing the pressure down w i t h the c u r r e n t w e l l s . 

Q Have you also made reserve c a l c u l a t i o n s 

f o r the f i e l d ? 

A Yes. We — the w e l l stream gas i n i t i a l l y 

i n place was determined t o be 40.4 BCF f o r the B l u i t t -

Wolfcamp F i e l d . This volume was determined by a ?/z p l o t , 

or r e s e r v o i r pressure d i v i d e d by c o m p r e s s i b i l i t y f a c t o r 

versus the cumulative w e l l stream p r o d u c t i o n . 

This i s shown on Figure 4, p/z p l o t . 
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Q Would you t u r n t o t h a t and e x p l a i n t h a t 

to the examiner? 

A Yes. The P/z p l o t here was constructed 

using the r e s e r v o i r pressure i n 1980 and then up — from the 

updated — from the updated r e s e r v o i r presssures found i n 

1984. We were able t o c i r c u l a t e t h i s t o — 

Q Does t h a t P/z p l o t show uniform drawdown 

of t h a t r e s e r v o i r ? 

A Well, a c t u a l l y t h i s p l o t i s j u s t showing 

us b a s i c a l l y what our u l t i m a t e recovery i s r e a l l y p r e d i c t e d , 

Q Okay. 

A — which i s 40.4 BCF f o r the f i e l d . 

Q Okay, what — t h a t ' s t o t a l estimated r e ­

serves i n the f i e l d , i s t h a t c o r r e c t ? 

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

0 What do you estimate t o be your u l t i m a t e 

recovery from the w e l l s c u r r e n t l y i n the f i e l d ? 

A Well, from Osborn and Uhl's updated study 

of 1984, we pro j e c t e d u l t i m a t e recovery t o be 35.3 BCF from 

the f i e l d . This c o n s t i t u t e s and 87.4 percent o f the w e l l 

stream c a l c u l a t e d i n i t i a l l y i n place t o be recovered. 

0 I s t h a t a good recovery f a c t o r i n your 

opinion? 

A Yes, we f e e l l i k e t h a t ' s a good recovery 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

10 

f a c t o r f o r t h i s f i e l d . 

0 Now, what economic c a l c u l a t i o n s or e v a l ­

uations have you mde concerning i n f i l l d r i l l i n g i n the B l u ­

itt-Wolfcamp Pool? 

A We had a study done i n 1981, again by Os­

born and Uhl, t o i n f i l l — look a t the p o s s i b i l i t y o f i n f i l l 

d r i l l i n g the Bluitt-Wolfcamp F i e l d . 

The economic comparisons o f t h i s study 

are shown i n Table I I i n t h i s e x h i b i t and i t shows the case 

of the i n f i l l d r i l l i n g w e l l , i n f i l l d r i l l i n g t o y i e l d a cash 

flow o f $ 1 . 3 - m i l l i o n less than the described f o r the case of 

continued c u r r e n t operatons, so we're showing t h a t we would 

be l o s i n g money by d r i l l i n g the w e l l s . 

Even though a few more reserves were 

generated from i n f i l l d r i l l i n g the w e l l , the increase i n r e ­

serves wasn't s u f f i c i e n t enough t o o f f s e t c a p i t a l expendi­

t u r e r e g u ired plus the increase i n operating c o s t s . 

Q Now, i s H. L. Brown i n t e n d i n g t o use an 

a l t e r n a t e method o f recovery i n order t o enhance production 

from the f i e l d ? 

A Yes. We c u r r e n t l y had approved by our 

partners and are i n the process o f p u t t i n g i n a compression 

f a c i l i t y out there a t the Bluitt-Wolfcamp F i e l d . I t ' s our 

i n t e n t i o n s t h a t the lower l i n e pressures w i l l y i e l d a longer 

l i f e , thus more recovery, and help our recovery e f f i c i e n c y . 
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Q But you — H. L. Brown deems t h i s proce­

dure as a v i a b l e economic expenditure? 

A Yes, s i r . Our expenditure f o r the com­

pression f a c i l i t y w i l l be approximately $ 1 . 6 5 - m i l l i o n , as 

opposed t o over, I b e l i e v e i t was $ 8 - m i l l i o n f o r cost o f i n ­

f i l l d r i l l i n g o f the Bluitt-Wolfcamp Pool. 

Q Have you updated the economic e v a l u a t i o n 

i n 1984? 

A We've not updated the economics. The eco­

nomics i n 1981 were based on a condensate p r i c e o f $40 a 

b a r r e l escalated a t 8 percent per year t o $75 a b a r r e l and 

held constant t h e r e a f t e r . 

A gas p r i c e o f $2.23 an MCF was used, 

again e s c a l a t i n g at 8 percent per year, reaching a c e i l i n g 

of $10 per MCF and constant t h e r e a f t e r . 

Operating costs were $9000 per w e l l , es­

calated at 8 percent. D r i l l i n g and completion costs were 

estimated t o be $500,000 per w e l l . 

With our present p r i c e s o f $23 a b a r r e l 

f o r condensate and $2.93 per MCF, we f e e l l i k e the s i t u a t i o n 

of no e s c a l a t i o n , p r i c e s used i n the previous study, i n d i ­

cate t h a t w i t h today's o i l and gas markets an i n f i l l d r i l ­

l i n g program would prove even less a t t r a c t i v e than i t d i d i n 

1981. 

Q And i n f a c t i s i t your testimony t h a t you 
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»oalu ha spending money needlessly i n t r y i n g t o develop ad­

d i t i o n a l reserves i n the pool? 

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

Q What conclusions do you draw as f a r as 

.- t i i i c a . i r i i i i j 320-acre spacing f o r t h i s pool i s concerned? 

A I t ' s our op i n i o n t h a t the r e s e r v o i r i n 

the Bluitt-Wolfcamp F i e l d i s being drained e f f i c i e n t l y and 

economically w i t h the present 320-acre spacing. 

Uniform pressure drawdown i n d i c a t e s 

drainage o f the a n t i r e r e s e r v o i r . 

I n f i l l d r i l l i n g w i l l not add enough r e -

^srvosi to o f f s e t the c a p i t a l costs associated w i t h d r i l l i n g 

these w e l l s , nor w i l l i t add s i g n i f i c a n t l y t o the p r o j e c t e d 

i-«cove.ry f a c t o r o f 87.4 percent o f the w e l l stream gas i n i ­

t i a l l y i n place. 

We request t h a t the 320-acre spacing 

units? remain i n e f f e c t f o r the Bluitt-Wolfcamp F i e l d . 

j Hr. Feagan, do you have anything f u r t h e r 

t o add t o your testimony? 

A No, s i r . 

MR. PADILLA: Mr. Examiner, we 

tender Mr. Feagan f o r q u e s t i o n i n g . 

And I move the i n t r o d u c t i o n o f 

*..xhib~.i. :?ambi"r One . 

MR. STOGNER: E x h i b i t Number 
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One w i l l be admitted i n t o evidence. Thank you, Mr. P a d i l l a . 

CROSS EXAMINATION 

v. i *!!». STOGNSR: 

Q Mr. Feagan, are you f a m i l i a r w i t h Order 

dumber K-2051-C? 

A No, s i r . 

Q Are you f a m i l i a r w i t h any o f the Orders 

Number R-7051? 

Are you r e f e r r i n g t o the ones t h a t were 

opened e a r l i e r asking — b r i n g i n g t h i s case up? 

Q That was the order o f the a p p l i c a t i o n o f 

H. L. Brown, J r . , and Clem E. George f o r establishment o f 

:ho3>:- sp e c i a l pool r u l e s i n the Bluitt-Wolfcamp. Your com­

pany was the a p p l i c a n t . 

Are you f a m i l i a r w i t h these orders? 

A No, s i r . 

Q Well, i n p a r t i c u l a r , Order No. E-2051-C, 

order i n paragraph number two says, the operator o f the next 

l i n e connected t o a p i p e l i n e i n the Bluitt-Wolfcamp Gas Pool 

a h a l l n o t i f y the Commission i n w r i t i n g o f such f a c t and 

t h a t the the Commission w i l l thereupon issue a supplemental 

order designating exact date f o r reopening t h i s case. 

Do you know i f H. L. Brown, J r . Corpora­

t i o n abided by t h i s order? 
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A I'm a f r a i d I don't. 

Q Do you know what the second w e l l i n t h i s 

j k ' O l was*? 

A The second w e l l , I don't have t h a t i n 

.••..ont o f in-s, no, s i r . T b e l i e v e i t was the Federal "A" No. 

Q Do you know who the operator o f t h a t w e l l 

was? 

J\ H. L. Brown, J r . 

0 I s i t s t i l l on l i n e ? 

A Yes, s i r . 

Q Do you know when i t was put on l i n e ? 

A No, s i r , I sure don't. I t e l l you what, 

I may have t h a t data. 

0 Well, t o save you and me some time, i t 

wr.s pat on i i n e i n iiovember o f 1964, so you've had a p p r o x i ­

mately eleven years t o abide by t h i s order number. 

n Uh-huh. 

Q And I j u s t wondered why H. L. Brown d i d 

net. 

A I'm a f r a i d I'm not f a m i l i a r w i t h t h a t . 

Q Are you f a m i l i a r w i t h the general r u l e s 

6u(? r e g u l a t i o n s of Rule 104? 

A No, s i r . 

Q Are you f a m i l i r w i t h the statewide r u l e s 
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f o r Wolfcamp age spacing? 

h No, s i r . 

further for Hr. Feagan. 

: i r . Feagan? 

Case Number 2355 reopened at 

under advisement. 

(Hearing 

MR. STOGNER: I have nothing 

Is there anything further for 

I f not, he may be excused. 

Is there anything further i n 

t h i s time? 

I f not, t h i s case w i l l be taken 

concluded.) 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

16 
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I , SALLY W. 
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