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MR. STOGNER: We'll call Case
Number 2355, which is being reopened.

MR. TAYLOR: In the matter of
Case 2355 being reopened on the motion of the 0il Conserva-~
tion Division and pursuant to the provisions of Order No. R-
2051, as amended, which order promulgated temporary special
rules and requlations for the Bluitt-Wolfcamp Gas Pool in
Roosevelt County, including a provision for 320-acre spacing
units.,

Operators in said pcol may ap-
pear and show cause why the pool should not be developed on
1&0-acre spacing units.

MR. STOGNER: We will now call
fur appearances in this matter.

MR. PADILLA: Mr. Examiner, my
name is Frnest L. Padilla, Santa Fe, New Mexico, for H. L.
frown, Jr., in this case.

I have one witness to be sworn.

MR. STOGNER: Okay, are there
any other appearances in this matter?

Will the witness please stand

ané be sworn?

(Witness sworn.)
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MIKE FEAGAN,
being called as a witness and being duly sworn upon his

oath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. PADILLA:

Q Mr. Feagan, for the record would you
nlease state your name and what your connection with H. L.
Brown, Jr., is?

A Yes. My name is Mike Reagan. i'm em~
pleoyed by H. L. Brown, Jr,, as a petroleum engineer, produc-
tion engineer.

O You work out of Midland, Texas. Do you
reside in Midland, Texas?

A That's right.

9] Have you previously testified before the
0il Conservation Division and had your credentials accepted
as a matter of record?

A I have not testified previously.

G Would you please state your educational
packground and when and where you received your degiree in
petroleum engineering?

A Yes. I attended Texas Tech University:;

raeceived my degree in 1981, BS in petroleum engineering; af-
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ter which I was employed by Texaco, Incorporated, and worked
for a year and a half as a production engineer in Sundown
and Pinwell, Texas, and then transferred to the Midland Dis-
trict Office as a reservoir engineer for Texaco, Incorpor-
ated,

Q When did you start working for H. L.
Brown?

A February of 1984 I started working for H.
L. Brown, Jr., in the present capacity I'm employed.

Q And as a petroleum engineer what are your
duties with H. L. Brown?

A They really range -- with a small company
they range from production and a small amount of drilling
and anything that may pertain to requlations.

) Have you made a study in connection with
this case of the Wolfcamp gas pool in Roosevelt County, New
Mexico.

A Yes, sir, I have.

0 Have you prepared certain exhibits or had
tnem compiled under vyour direction and supervision?

A Yes, 1 prepared the exhibit in front of
us based on some data gathered by an engineering, indepen-
dent engineering consulting firm.

G Under your direction.

A Under my direction, correct.




10
n
12
13
14
15
16
17
18
19
20

21

23
24

25

6
MR. PADILLA: Mr. Examiner, I
tender Mr. Feagan as an expert in petroleum engineering.
MR. STOGNER: Mr, Feagan is so
gualified.

0 Mr. Feagan, would you please turn to what
we have marked as Exhibit Number One and generally describe
what that 1is?

A Exhibit Number One is our exhibit based
on data gathered by an independent engineering consulting
firm of Osborn and Uhl, Incorporated.

They prepared two studies for us, one in
September -~- one in 1981 and the other updated study in 1984
cn  the Bluitt-Wolfcamp Field, and their findings and docu-
mentation are presented in this exhibit.

Q Will you give us a brief history of the
Bluitt-Wolfcamp Field?

A The Bluitt-Wolfcamp Field was discovered
ny the completion of H. L. Brown, Jr., Federal Well No. 1 in
Octoper of 1959, The field has been developed since 1959
through 1982 with the drilling and completion of thirteen
gas wells in the main Wol fcamp reservoir.

Twelve of these wells are currently oper-
ated by He L. Brown, Jr., and one was recently s0ld by Sun
Exploration Company and I'm not sure who's operating that

well now.
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As of January lst, 1985, 319,915 barrels
of condensate and 16,9 BCF of gas have been produced from
tre Rluitt-Wolfcamp Field.

Q Okay, can you briefly describe the study
that was prepared by H., L. Brown in 1981 and what the pur-
poge of that study was for?

A The purpose of the study in 1981 was to
investigate the possibility of infill drilling the Bluitt-
Wolfcamp Field on 160-acre spacing.

We found that it wasn't econonically
feasible at that time to infill drill.

0 Did you update that study in 19842

A Well, we didn't do it as far as updating
the economics. We did update the findings as far as pres-
sure data, data concerning infill -- I guess drainage of the

reservoir.

Q Is that pressure data contained in this
exhibit?

A Yes, sir, it is.

Q Would you refer to the pressure data,
piease?

A Yeah. The estimated original reservoir

nressure was 2900 psig.

In 1980 H. L. Brown, Jr. subjected our

wells to long term pressure build-up tests. Using these
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pressures an isobaric map, which is Figure No. 2 in this ex-
hibit, was constructed by Osborn and Uhl and was updated by
Figure No. 3 from pressure data gathered in September of
1984,

Q What are Figures 2 and 3?

A They're the isobaric maps based on pres-
sure data from 1980 and 1984. You'll notice when the two
isobaric maps are compared, similarities in the isobar
shapes can Dbe seen and general reservoir pressure dJdecline
can also be observed to essentially be uniform over the en-
tire reservoir,

0 Wwhat does that mean, the comparison of
those two isobaric maps?

A It's showing us that we have good pres-
sure communication between the wells and that we don't find
any undrained areas within the reservoir boundary. We're
adequately drawing the pressure down with the current wells,

Q Have you also made reserve calculations
for the field?

A Yes. We —-- the well stream gas initially
in place was determined to be 40.4 BCF for the Bluitt-
Welfcamp Field. This volume was determined by a 2/z plot,
or reservoir pressure divided by compressibility factor

versus the cumulative well stream production.

This is shown on Figure 4, P/z plot.
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0 Would you turn to that and explain that
to the examiner?

A Yes. The P/z plot here was constructed
using the reservoir pressure in 1980 and then up -- from the
updated ~- from the updated reservoir presssures found in
1984, We were able to circulate this to --

Q Does that P/z plot show uniform drawdown
of that reservoir?

A Well, actually this plot is just showing

us basically what our ultimate recovery is really predicted,

- >

G Okay.
A -~ which is 40.4 BCF for the field.
O Ckay, what -~ that's total estimated re-~

serves in the field, is that correct?

A That's correct.

G What do you estimate to be your ultimate
recovery from the wells currently in the field?

A Well, from Osborn and Uhl's updated study
of 1384, we proijected ultimate recovery to be 35.3 RCF from
the field. This constitutes and 87.4 percent of the well
stream calculated initially in place to be recovered.

Q Is that a good recovery factor in your
opinion?

A Yes, we feel like that's a good recovery
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10
factor for this field.

Q Now, what economic calculations or eval-
uations have you mde concerning infill drilling in the Blu-
itt-Wolfcamp Pool?

A We had a study done in 1981, again by Os-
porn and Uhl, to infill -- look at the possibility of infill
drilling the Bluitt-Wolfcamp Field.

The economic comparisons of this study
are shown in Table II in this exhibit and it shows the case
of the infill drilling well, infill drilling to yield a cash
flow of $1.3-million less than the described for the case of
continued current operatons, 80 we're showing that we would
be losing money by drilling the wells.

Even though a few more reserves were
generated from infill drilling the well, the increase in re-
serves wasn't sufficient enough to offset capital expendi-
ture required plus the increase in operating costs.

Q Now, is H. L. Brown intending to use an
alternate method of recovery in order to enhance production
trom the field?

A Yes, We currently had approved by our
partners and are in the process of putting in a conpression
facility out there at the Bluitt-Wolfcamp Field. it's our
intentions that the lower line pressures will yield a longer

1ife, thus more recovery, and help our recovery efficiency.
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Q But yvou -- H. L. Brown deems this proce-
dure as a viable economic expenditure?

A Yes, sir. Cur expenditure for the com-
pression facility will be approximately $1.65-million, as
opnosed to over, I believe it was $8-million for cost of in-
£f1il1l drilling of the Rluitt-Wolfcamp Pool.

Q Have vou updated the economic evaluation
in 19847

A We've not updated the economics. The eco-
romics in 1981 were based on a condensate price of $40 a
barrel escalated at 8 percent per year to $75 a barrel and
hald constant thereafter,

A gas price of $2,.23 an MCF was used,
again escalating at 8 percent per year, reaching a ceiling
af $10 per MCF and constant thereafter.

Operating costs were $9000 per well, es-
valated at 8 percent, Drilling and completion costs were
2gtimated to be $500,000 per well.

With our present prices of $§23 a barrel
for condensate and $2.93 per MCF, we feel like the situation
¢f no escalation, prices used in the previous study, indi-~-
cate that with today's 0il and gas markets an infill dril-
ling wrogram would prove even less attractive than it 4id in
1981.

o] and in fact is it your testimony that you
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12
would  bLe speading money needlessly in trying to deveiop ad-
ditional reserves in the pool?

A Yes, that's correct.

0 What conclusions do you draw as far as
viintaining 320-acre spacing for this pool is concerned?

A It's our opinion that the reserveir in
the Blujitt-Wolfecamp field is being drained efficiently and
economically with the present 320-acre spacing.

Uniform pressure drawdown indicates
drainage »f the antire reservoir.,

Infill drilling will not add enough re-
sarves to offset the capital costs associated with drilling
these wells, nor will it add significantly to the projected
vecovery  factor of 7.4 percent of the well stream gas ini-
tially in place.

We request that the 320-acre spacing
units remain in effect for the Bluitt-Wolfcamp Field.

3 Mr. Feagan, do you have anvthing further
to add to your testimony?

A No, sir.

MR. PADILLA: Mr. Examiner, we
tendger Mr. Feagan for questioning.
And I move the introduction of

NENLDLL danbar O

It
=
ot
3
*

MR. STOGNER: Exhibit Number
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One will »e admitted into evidence. Thank vou, Mr. P-dilla.

CRGSS TXAMINATION
10 MR, STOGNRR:
o Mr., Feagan, are you familiar wit’ Order

SJumber R-=-2051-C7

0 Are you familiar with any of the Orders
Hamber R-20517?
Are vyou raferring to the onas3 that were
upened earlier asking -- bringing this case up?

o That was the corder of the application of

1. L. RBrown, Jr., and Clem B. George for establishuent of

3

MRS T

b
;
B
d
{

peclal pool rules in the Bluitt-Wolfcamp. Yoar com-
pany was the applicant,
Are you familiar with these orders?

& No, sir.

0 viell, in partlicular, Order No. R-2051-C,
order in paragraph number two says, the operator of the next
line connected to a pipeline in the Bluitt-Wolfcamp Gas Pool
shall notify the Commission in writing of such fact and
that the the Commission will thereupon issue a zupplemental
nrider designating exact date for reopening this case.

Do you know if H. L. Brown, Jr. Corpora-

tior abided by this order?
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A I'm afraid I don't.

Q Do you know what the second well :n:  this
GOl Want

) The second well, I don't have that in
Jrormt of 1wz, no, sir. T believe it was the Federal "A" No.

Q Do you know who the operator of that well
was'?
A H. L. Brown, Jr.
X Is it still on line?

A Yes, sir.

.

Do you know when it was put on line?
A Ho, sir, I sure don't. I tell you what,

may have that data.

it

{ Well, to save you and me some time, it
was pubt on line in Hovember of 1%64, so you've had approxi-

mately eleven years to abide by this order number.

0 Arnd I Jjust wondered why H. L. Brown did
A i'm afraid I'm not familiar with that.

¢

-

Are you familiar with the general rules
e yequlations of Rule 1047
A e, sir,

2 Are vou familir with the statewide rules
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for violfcamp age spacing?

I Ko, sir.

furthier for Mr, Feagan.

Case Number 2355 reopsned at

under advisement.

{Hiearing

et
(94

MR, STOGNER: I have nothing

there anything further for

Loy
17}

I

i

rot, he may be excusad.
Is there anything further in
this time?

If not, this case will ve taken

concluded., )
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CERTIFY that the foregcing Transcript of Hearing bhefore the
0il Conservation Division (Commissic

that the said transcript is a full, 1

of the hearing,

the Examirer hearing of Casa

heqrc:by}/on Zé’ s 7 __. .

CERTIP®FICA

I, SALLY W. BO

true,

C.5

16

«.R., DO HEREBY

bn) was reported by me;

and correct record

prepared by me to the best of my ability.

'GG S RS T

Q COo B PLIOTY O §)

i

Qil x_umervaho Division
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