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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

IN THE MATTER OF CASE NO. 9253 
BEING REOPENED PURSUANT TO THE 
PROVISIONS OF DIVISION ORDER 
NO. R-8546 

ORIGINAL 

CASE NO. 9253 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

AUGUST 18, 1994 

Santa Fe, New Mexico 

This matter came on f o r hearing before the O i l 

Conservation D i v i s i o n on Thursday, August 18, 1994, a t 

Morgan H a l l , State Land O f f i c e B u i l d i n g , 310 Old Santa Fe 

T r a i l , Santa Fe, New Mexico, before Steven T. Brenner, 

C e r t i f i e d Court Reporter No. 7 f o r the State of New Mexico. 

* * * 

CUMBRE COURT REPORTING 
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I N D E X 

August 18, 1994 
Examiner Hearing 
CASE NO. 9253 
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A P P E A R A N C E S 

FOR MEWBOURNE OIL COMPANY: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.A. 
Suite 1 - 110 N. Guadalupe 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: WILLIAM F. CARR 

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

8:17 a.m.: 

EXAMINER CATANACH: At t h i s time w e ' l l c a l l f i r s t 

case, 9253, I n the matter of Case Number 9253 being 

reopened pursuant t o the p r o v i s i o n s of D i v i s i o n Order 

Number R-8546, which order created the Santo Nino-Bone 

Spring Pool i n Eddy County, New Mexico. 

Are there appearances i n t h i s case? 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. 

I represent Mewbourne O i l Company i n t h i s case 

and I have two witnesses. 

EXAMINER CATANACH: Are t h e r e a d d i t i o n a l 

appearances? 

W i l l the two witnesses please stand t o be sworn 

a t t h i s time. 

(Thereupon, the witnesses were sworn.) 

DAVID SHATZER, 

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. CARR: 

Q. W i l l you s t a t e your name f o r the r e c o r d , please? 

A. My name i s David Shatzer. 

CUMBRE COURT REPORTING 
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Q. And where do you reside? 

A. Midland, Texas. 

Q. Mr. Shatzer, by whom are you employed and i n what 

capacity? 

A. I'm a petroleum g e o l o g i s t f o r Mewbourne O i l 

Company. 

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

Mexico O i l Conservation D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t p r i o r testimony, were your 

c r e d e n t i a l s as a petroleum g e o l o g i s t accepted and made a 

matter of record? 

A. Yes, they were. 

Q. Are you f a m i l i a r w i t h the Santo Nino-Bone Springs 

Pool? 

A. Yes. 

Q. And have you prepared c e r t a i n e x h i b i t s f o r 

p r e s e n t a t i o n here today? 

A. Yes, I have. 

MR. CARR: Are the witness's q u a l i f i c a t i o n s 

acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Mr. Shatzer, would you f i r s t 

b r i e f l y summarize f o r Mr. Catanach what Mewbourne seeks i n 

t h i s case? 

CUMBRE COURT REPORTING 
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A. We seek t o get permanent 80-acre spacing pool 

r u l e s f o r the Santo Nino-Bone Spring Pool. 

Q. And who was the o r i g i n a l A p p l i c a n t i n t h i s case? 

A. The o r i g i n a l A p p l i c a n t was Manzano O i l , based on 

t h e i r t h r e e w e l l s , the E l l i o t t Federals Number 1, 2 and 3. 

MR. CARR: Mr. Catanach, t h i s case was o r i g i n a l l y 

heard i n November of , I b e l i e v e , 1987. At t h a t time, Order 

R-8546 was entered — i t was entered, a c t u a l l y , on November 

the 17th of t h a t year — adopting temporary r u l e s f o r an 

18-month p e r i o d of time. 

Mewbourne has plans f o r a d d i t i o n a l development, 

and i t was discovered t h a t the case had never been r e ­

opened t o adopt those pool r u l e s on a permanent b a s i s , and 

t h a t ' s the reason we are here before you today, i n s t e a d of 

Manzano, the o r i g i n a l A p plicant i n t h i s case. 

Q. (By Mr. Carr) Mr. Shatzer, could you r e f e r t o 

what has been marked as Mewbourne E x h i b i t Number 1, please? 

A. Yes, E x h i b i t Number 1 i s a support l e t t e r from 

the only operator of the w e l l s i n the p o o l , Manzano O i l . 

I t s t a t e s t h e i r support of our A p p l i c a t i o n t o get the 80-

acre pool r u l e s made permanent and t h e i r support of our 

p o s i t i o n . 

Q. And Manzano, i n f a c t , i s the operator of a l l 

t h r e e w e l l s c u r r e n t l y producing from the pool? 

A. Yes, they are. 

CUMBRE COURT REPORTING 
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Q. Let's go t o what has been marked as Mewbourne 

E x h i b i t Number 2. Would you f i r s t i d e n t i f y t h i s and then 

review i t f o r the Examiner? 

A. This i s a land p l a t of the acreage i n v o l v e d i n 

the Santo Nino Pool area. I t ' s on a l- i n c h - t o - 2 0 0 0 - f o o t 

scale. 

The present pool o u t l i n e f o r the Santo Nino-Bone 

Spring Pool i s shown i n the green o u t l i n e , and i t contains 

t h r e e standup 8 0-acre spacing u n i t s f o r the E l l i o t t 

Federals Number 1, Number 2, Number 3, operated by Manzano 

O i l , and t h a t ' s the only acreage dedicated a t t h i s time t o 

the Santo Nino Pool. 

And the o u t l i n e i n dark red-orange o u t l i n e s the 

Mewbourne p a r t i a l i n t e r e s t t h a t we have obtained i n t h i s 

area. 

And then the s o l i d yellow c o l o r s are 100-percent 

Mewbourne O i l Company leases. 

Our i n i t i a l proposed l o c a t i o n i s shown i n the 

southwest of the northwest of Section 29 f o r our Mewbourne 

O i l Company Santo Nino 29 Federal Number 1. 

Q. This e x h i b i t also contains a t r a c e f o r a cross-

s e c t i o n ; i s t h a t r i g h t ? 

A. Yes. 

Q. Let's go now t o t h a t c r o s s - s e c t i o n , Mewbourne 

E x h i b i t Number 3, and I ' d ask you t o review the i n f o r m a t i o n 

CUMBRE COURT REPORTING 
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on t h a t e x h i b i t f o r Mr. Catanach. 

A. E x h i b i t Number 3 i s cro s s - s e c t i o n G-G1, showing 

g e n e r a l l y the f i r s t Bone Spring and second Bone Spring 

producing — f i r s t and second Bone Spring sand producing 

i n t e r v a l s i n the three Manzano w e l l s i n the Santo Nino 

Pool. 

The cross-section runs from the E l l i o t t Federal 

Number 3 on the l e f t , and runs through Number 2 t o the 

E l l i o t t Federal Number 1, which was the i n i t i a l w e l l f o r 

the p o o l , on the r i g h t . 

The upper p o r t i o n i s the f i r s t Bone Spring sand, 

and on the cross-s e c t i o n , lower, i s the second Bone Spring 

sand. 

Of the three w e l l s , the best producer was the 

E l l i o t t Federal Number 1. I t has made 82,732 b a r r e l s of 

o i l , 278 m i l l i o n t o date. 

The E l l i o t t Federal Number 2 has made 43,786 

b a r r e l s of o i l and 247 m i l l i o n t o date. 

And the E l l i o t t Federal Number 3 i s the poorest 

producer a t 20,099 b a r r e l s and 103 m i l l i o n . And the Number 

3 represents an uneconomic w e l l f o r t h i s area. 

Q. Now, from t h i s e x h i b i t you have determined net 

pay and water s a t u r a t i o n , have you not? 

A. Yes, I have. 

Q. And could you review how you have done t h a t f o r 

CUMBRE COURT REPORTING 
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Mr. Catanach? 

A. Okay, the net pay — The net pay i s shown as the 

l i n e a t 12 percent l o g p o r o s i t y , drawn i n p i n k across t h e 

pay p o r t i o n s of each of these producing s e c t i o n s . 

And we've a r r i v e d a t a 12-percent c u t o f f f o r the 

Bone Spring sand through our work i n other f i r s t Bone 

Spring sand f i e l d s where we've had core data t h a t t e l l s us, 

you know, exact r e l a t i o n s h i p t o p e r m e a b i l i t y and 

p r o d u c i b i l i t y . 

And also, we've been able t o make some r e l a t i v e 

judgments as t o which zones c o n t r i b u t e d most as these w e l l s 

were completed from the d e t a i l e d w e l l f i l e s . So t h a t ' s how 

we a r r i v e d a t the 12-percent c u t o f f . I t ' s something we've 

used f o r q u i t e a long time. 

And t h a t — B a s i c a l l y , I've gone down through and 

added up the amount of t o t a l f e e t i n each of the zones t h a t 

are g r e a t e r than t h i s 12-percent c u t o f f , and t h a t ' s how 

I've come up w i t h the net pay t o t a l s f o r the f i r s t sand and 

also the second sand. 

And since these w e l l s are produced i n a 

commingled completion where the second Bone Spring sand i s 

produced w i t h the f i r s t Bone Spring sand, then these two 

numbers need t o be added together, and t h e y ' l l be i n p u t 

i n t o the data t h a t our engineer w i l l produce i n j u s t a few 

minutes. 
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Q. Now, as t o the water cu t , how i s t h a t determined? 

A. Water-saturation c a l c u l a t i o n s were developed — 

j u s t basic, the l o g c a l c u l a t i o n s , using an RW of .035 f o r 

the area, and t h a t we j u s t have an average of the water 

s a t u r a t i o n c a l c u l a t i o n s over the i n t e r v a l s t h a t are 

p e r f o r a t e d , and producing. 

And i n some of the areas t h a t have the 

p e r f o r a t i o n s a l i t t l e more spread out, why, the water-

s a t u r a t i o n c a l c u l a t i o n s are j u s t from those i n t e r v a l s t h a t 

are p e r f o r a t e d and producing. 

So t h a t as f a r as net pay goes, the Number 1 w e l l 

had a t o t a l of 53 f e e t of net pay, and the Number 2 w e l l 

had a t o t a l of 58 f e e t of net pay, and the Number 3, the 

E l l i o t t Federal Number 3 Well, had a t o t a l of only s i x f e e t 

of net pay. 

And i n the case of water s a t u r a t i o n s , i t shows 

p r e t t y much what we'd expect. We b e l i e v e t h a t t he f i r s t 

Bone Spring sand i s the dominant producer i n these t h r e e 

w e l l s , producing more of the o i l and gas t h a t ' s coming out 

of the f i r s t Bone Spring sand. Therefore, i t has b e t t e r 

net pay numbers, and also i t has b e t t e r water s a t u r a t i o n s . 

The water s a t u r a t i o n c a l c u l a t i o n averages f o r the 

f i r s t sand are i n the range of 48- t o 52-percent, whereas 

the second Bone Spring sand are more i n the range o f 52- t o 

58-percent w a t e r - s a t u r a t i o n c a l c u l a t i o n s , and t h e r e f o r e we 
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don't t h i n k the c o n t r i b u t i o n of the second sand i s as 

gre a t . 

But these numbers are averaged and t o t a l e d and 

w i l l be used by our engineer i n the c a l c u l a t i o n s f o r 

drainage f o r t h i s pool. 

Q. Would you i d e n t i f y Mewbourne E x h i b i t Number 4, 

please? 

A. E x h i b i t Number 4 i s a s t r u c t u r e map on the top of 

the f i r s t Bone Spring sand. I t ' s also on a contour 

i n t e r v a l of 50 f e e t on a l-inc h - t o - 2 0 0 0 - f o o t scale. 

And the pool o u t l i n e f o r the Santo Nino f i e l d i s 

again shown i n the green o u t l i n e . 

Q. I s s t r u c t u r e a s i g n i f i c a n t f a c t o r i n t h e drainage 

c a l c u l a t i o n s t h a t w i l l be u t i l i z e d i n t h i s case? 

A. No, not r e a l l y . The s t r u c t u r e i s g e n t l y d i p p i n g 

t o the southeast, on a f a i r l y c o n s i s t e n t basis i n t h i s 

area, but i t ' s not r e a l l y r e l e v a n t t o our drainage 

c a l c u l a t i o n s , r e a l l y . 

The data derived from the logs from the previous 

c r o s s - s e c t i o n , G-G', i s r e a l l y where the basis f o r our 

c a l c u l a t i o n s — 

Q. And i n t h a t regard, you're t a l k i n g about net pay, 

p o r o s i t y and water sa t u r a t i o n ? 

A. Yes. 

Q. W i l l Mewbourne also be c a l l i n g an engineering 
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witness t o present drainage c a l c u l a t i o n s t o the Examiner? 

A. Yes. 

Q. Were E x h i b i t s 1 through 4 prepared by you or 

compiled a t your d i r e c t i o n ? 

A. Yes, they were. 

MR. CARR: At t h i s time, Mr. Catanach, we move 

the admission of Mewbourne E x h i b i t s 1 through 4. 

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

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t 

examination of Mr. Shatzer. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Shatzer, t e l l me again how you a r r i v e d a t 

your 12-percent p o r o s i t y c u t o f f . 

A. We've used t h a t i n other Bone Spring sand f i e l d s 

f o r which we have core data. The core data shows t h a t — 

i n general, below lo g p o r o s i t y . But we don't have core 

data — none of these Manzano w e l l s were cored — and so we 

don't r e a l l y have a good handle on p e r m e a b i l i t y and what 

would be c o n t r i b u t i n g t o a c t u a l pay. 

Because Bone Spring completions are l a r g e 

i n t e r v a l s t h a t are p e r f o r a t e d and then massive f r a c jobs, 

you have t o make some estimate as t o — rough estimate as 

t o net pay, because you're p u t t i n g i n l a r g e f r a c t u r e 
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treatments over a large i n t e r v a l . 

But i n these f i e l d s t h a t we're f a m i l i a r w i t h t h a t 

are — For instance, Walters Lake, t h a t ' s only f i v e miles 

away, we've got core data t h a t t e l l s us t h a t a t g e n e r a l l y 

less than 12 percent on the l o g of p o r o s i t y , t he 

corresponding p e r m e a b i l i t i e s t h a t we've seen i n core data 

are i n s u f f i c i e n t t o add much t o net pay and t h a t we need 

g r e a t e r than t h a t . 

And also — Manzano completed these w e l l s i n 

stages. We have seen the w e l l r e p o r t s and t h a t t he 

i n t e r v a l s t h a t were most porous i n the f i r s t Bone Spring 

sand came on a l o t stronger when they were completed, 

r a t h e r than the second Bone Spring sand. 

But 12 percent i s something t h a t we've worked 

w i t h i n b a s i c a l l y Eddy and Lea County through s e v e r a l Bone 

Spring sand f i e l d s . And we — I n the absence of core data 

from these t h r e e w e l l s , the r e l a t i v e c o n t r i b u t i o n s seem t o 

be c o n s i s t e n t w i t h what we've seen i n the past. 

Q. How comfortable are you comparing the core data 

from the f i e l d f i v e miles away w i t h t h i s f i e l d ? 

A. I t h i n k we're p r e t t y — I'm f a i r l y c o n f i d e n t , 

because we see the same zones. The Bone Spring i s a 

submarine fan s h e l f slope sand t h a t i s r a t h e r widespread, 

and so some of these u n i t s can be c o r r e l a t e d f o r l i t e r a l l y 

townships; 20, 25 miles, you can c o r r e l a t e these same sand 
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packages. 

Their r e s e r v o i r c o n t i n u i t y i s n ' t t h a t g r e a t , but 

t h e i r genetic r e l a t i o n s h i p s are — they're f a i r l y 

c o r r e l a t i v e . 

EXAMINER CATANACH: That's a l l I have. 

MR. CARR: At t h i s time we would c a l l Dan M. 

W i l k i r s o n . 

DAN WILKIRSON. 

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. CARR: 

Q. W i l l you s t a t e your name f o r t h e re c o r d , please? 

A. My name i s Dan M. W i l k i r s o n . 

Q. Would you s p e l l your l a s t name, please? 

A. W - i - l - k - i - r - s - o - n . 

Q. Where do you reside? 

A. I re s i d e i n T y l e r , Texas. 

Q. By whom are you employed and i n what capacity? 

A. I work f o r Mewbourne O i l Company as t h e i r c h i e f 

r e s e r v o i r 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 New 

Mexico O i l Conservation Divi s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t p r i o r testimony, were your 
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c r e d e n t i a l s as a petroleum engineer accepted and made a 

matter of record? 

A. Yes, they were. 

Q. I n f a c t , you're a r e g i s t e r e d petroleum engineer 

i n the State of Texas, are you not? 

A. Yes, I am. 

Q. Mr. W i l k i r s o n , how many years' experience have 

you had as a r e s e r v o i r engineer? 

A. Seventeen years. 

Q. Have you reviewed the a v a i l a b l e data on the Santo 

Nino-Bone Spring Pool? 

A. Yes, I have. 

Q. And have you conducted a study of t h i s p ool t o 

estimate the area being drained by each of the e x i s t i n g 

w e l l s i n t h a t pool? 

A. Yes, I have. 

MR. CARR: Mr. Catanach, are the witness's 

q u a l i f i c a t i o n s acceptable? 

EXAMINER CATANACH: They are. 

Q. (By Mr. Carr) Mr. W i l k i r s o n , you've prepared 

e x h i b i t s f o r p r e s e n t a t i o n here today? 

A. Yes, I have. 

Q. Would you r e f e r t o what has been marked as 

Mewbourne E x h i b i t Number 5, i d e n t i f y t h i s e x h i b i t and 

review the i n f o r m a t i o n thereon f o r the Examiner? 
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A. E x h i b i t Number 5 i s a produc t i o n h i s t o r y graph 

from the E l l i o t t Federal Number 1, lo c a t e d i n Section 30, 

Un i t H, i n the Santo Nino-Bone Spring. This was the 

discovery w e l l f o r the pool. 

This w e l l was o r i g i n a l l y d r i l l e d i n 1977 as a 

Morrow t e s t and then re-entered i n 1987 by Manzano and 

completed i n the Bone Spring sand, the f i r s t and the second 

sand. 

The i n i t i a l p o t e n t i a l t e s t f o r t h i s w e l l was 245 

b a r r e l s of o i l per day, 180 b a r r e l s of water per day and 

459 MCF per day. 

As you can see, t h i s w e l l i s , from most of our 

Bone Spring experience, i s a f a i r l y t y p i c a l p r o d u c t i o n 

p r o f i l e : a r a t h e r r a p i d i n i t i a l d e c l i n e i n a h y p e r b o l i c 

shape and then breaking over and reaching a more s t a b l e 

p r o d u c t i o n r a t e . 

I also used t h i s w e l l and the d a i l y data from the 

o r i g i n a l completion t o estimate t h a t the o r i g i n a l g a s - o i l 

r a t i o i n the pool was about 1100 standard cubic f e e t per 

b a r r e l t o use f o r e s t i m a t i n g f l u i d p r o p e r t i e s f o r the poo l . 

Using t h a t , I estimated t h a t the — and the 

g r a v i t i e s of the o i l and the gas — t h a t the o r i g i n a l 

volume f a c t o r f o r the pool was about 1.57. 

Q. What was the estimated s a t u r a t i o n pressure? 

A. I estimated t h a t the o r i g i n a l s a t u r a t i o n pressure 
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was probably around 3000 pounds, and t h a t was probably very 

close t o the o r i g i n a l pressure i n the poo l . 

Almost a l l the Bone Spring w e l l s t h a t we see 

e x h i b i t very high g a s - o i l r a t i o s very e a r l y i n t h e i r 

completion l i f e , w i t h i n a matter of days, normally, of 

being put on production. The g a s - o i l r a t i o climbs very 

r a p i d l y . 

That's associated w i t h the very low p e r m e a b i l i t y 

t h a t we normally see i n the Bone Spring, on the order o f 1 

t o 10 m i l l i d a r c i e s . And t h i s i s an 11 — 1000 t o 1200 gas-

o i l r a t i o s are f a i r l y common f o r other Bone Spring pools i n 

the area. 

Q. Mr. W i l k i r s o n , l e t ' s move on t o Mewbourne E x h i b i t 

Number 6. Would you i d e n t i f y t h a t ? 

A. E x h i b i t 6 i s a s i m i l a r graph f o r the E l l i o t t 

Federal Number 2. This w e l l was d r i l l e d i n February, 1988, 

about s i x months a f t e r the E l l i o t t Federal Number 1. 

I t s i n i t i a l p o t e n t i a l t e s t was 125 b a r r e l s of o i l 

per day, 30 b a r r e l s of water per day and 150 MCF per day. 

I t a lso shows t h a t c h a r a c t e r i s t i c h y p e r b o l i c d e c l i n e i n 

o i l . 

I f o r g o t the mention, the o i l i s shown i n green, 

the gas i s shown i n red, and the blue l i n e i s t h e g a s - o i l 

r a t i o . 

Q. And now l e t ' s go t o the l a s t of these t h r e e 
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p l o t s , E x h i b i t Number 7. I d e n t i f y and review t h a t . 

A. E x h i b i t Number 7 i s a s i m i l a r graph f o r the 

E l l i o t t Federal Number 3. 

This w e l l was d r i l l e d i n J u l y , 1988, or completed 

i n J u l y , 1988, fou r or f i v e months a f t e r the E l l i o t t 

Federal Number 2. I t s i n i t i a l p o t e n t i a l was only — was 

160 b a r r e l s of o i l per day, 180 b a r r e l s of water per day 

and 345 MCF per day. 

I t was put on pump immediately a f t e r i t was 

f r a c ' d . The i n i t i a l p o t e n t i a l t e s t was on pump where t h e 

other two w e l l s were f l o w i n g . And t h i s w e l l shows a very 

r a p i d d e c l i n e , and you can — The s i n g l e l i n e s p r o j e c t i n g 

out i s my f o r e c a s t of the u l t i m a t e recovery. This w e l l i s 

very near i t s economic l i m i t and w i l l be a very marginal 

w e l l . 

Q. On each of these w e l l s you have c u r r e n t 

p r o d u c t i o n information? 

A. Yes. 

Q. And f o r what month i s the most recent — 

A. The most recent data we had was f o r A p r i l , 1994. 

Q. Could you e x p l a i n t o the Examiner what each of 

the w e l l s i s c u r r e n t l y producing? 

A. Yeah, the E l l i o t t Number 1 i n A p r i l averaged 19 

b a r r e l s of o i l a day, 14 b a r r e l s of water a day, and 68 MCF 

a day, which comes t o a g a s - o i l r a t i o of 3600 cubic f e e t 
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per b a r r e l . 

The E l l i o t t Number 2 i n A p r i l averaged 9 b a r r e l s 

of o i l a day, 6 1/2 b a r r e l s of water, and 62 MCF, which i s 

a g a s - o i l r a t i o of 6900. 

And the E l l i o t t Number 3 averaged 5 b a r r e l s of 

o i l a day, 14 b a r r e l s of water, and 24 MCF, which i s a gas-

o i l r a t i o of 4600. 

Q. A l l r i g h t , l e t ' s go now t o E x h i b i t Number 8. 

Would you i d e n t i f y t h a t and review t h a t f o r Mr. Catanach? 

A. E x h i b i t 7? 

Q. E x h i b i t Number — I t h i n k E x h i b i t 7 was th e 

p l o t — 

A. Oh, I'm sor r y , I've got d i f f e r e n t — 

Q. — on the Number 3, E x h i b i t 8 being an 

engineering c a l c u l a t i o n . 

A. I'm so r r y . A l l r i g h t . E x h i b i t 8 i s a 

c a l c u l a t i o n t o estimate how many acres are being drained by 

each of these w e l l s i n the pool. 

For each of the three w e l l s , i t shows the 

geologic parameters per Mr. Shatzer's work f o r the f i r s t 

Bone Spring sand and the second Bone Spring sand. I t shows 

the number of net f e e t , the p o r o s i t y and the water 

s a t u r a t i o n f o r each of those. 

I then c a l c u l a t e d an o r i g i n a l o i l i n place, based 

on a one-acre area, using the f l u i d p r o p e r t i e s t h a t were 
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estimated from the performance of the E l l i o t t Number 1. 

I also estimated the gas i n place f o r each of 

those two zones, and then I t o t a l e d those two zones t o gi v e 

the amount of o i l i n place per acre f o r each w e l l . 

The column labeled Projected U l t i m a t e Recovery i s 

based on the d e c l i n e curves shown on the previous t h r e e 

e x h i b i t s f o r each of the w e l l s . E l l i o t t Number 1, u l t i m a t e 

o i l p r o j e c t e d t o be about 138,000 b a r r e l s ; t he Number 2, 

about 90,000 b a r r e l s ; and the Number 3, about 25,000 

b a r r e l s . 

I then took t h i s u l t i m a t e o i l and d i v i d e d i t by 

an o i l i n place and an assumed recovery f a c t o r t o get a 

guess on how many acres are being drained by each of the 

w e l l s . The r e s u l t s of t h a t i s based on o i l . 

The E l l i o t t Federal Number 1 would be d r a i n i n g 

about 65 acres; the Number 2, 4 0 acres; and the Number 3, 

116 acres. 

I used a recovery f a c t o r f o r o i l o f 12 percent, 

which, based on some of our other Bone Spring pools, may be 

a l i t t l e h i g h , but I wanted t o t r y t o make t h i s a somewhat 

conservative estimate. 

I also used 60-percent recovery f o r gas and d i d 

the same k i n d of estimate f o r how much i s being drained by 

the gas — on gas. 

For some reason, t h i s pool seems t o be p r o v i d i n g 
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l e s s gas than some of the other Bone Spring pools. They 

t y p i c a l l y have 6000 t o 8000 average GORs, and t h i s pool 

looks l i k e over the l i f e i t may have an average of only 

4000. 

Q. What i s the average drainage area f o r o i l i n t h i s 

pool? 

A. The average of those three i s 73 acres per w e l l . 

Q. Are there other Bone Spring pools i n the area 

t h a t are, i n f a c t , being developed on 80-acre spacing? 

A. Yes, we i d e n t i f i e d t hree other Bone Spring pools 

t h a t are c u r r e n t l y on 8 0-acre spacing. One i s the Culebra 

Bluff-Bone Spring Pool i n Eddy County, one i s the EK-Bone 

Spring Pool i n Lea County, and the t h i r d i s the Old 

McMillan Ranch Bone Spring Pool, which i s an o i l w i t h 

associated gas pool. The o i l i s on 80-acre spacing. 

Q. Mr. W i l k i r s o n , these w e l l s were f r a c t u r e -

s t i m u l a t e d when they were completed, were they not? 

A. Yes, Manzano's standard completion was t o 

f r a c t u r e - s t i m u l a t e each of these w e l l s w i t h a t l e a s t 

300,000 pounds of sand. Two of the w e l l s were done i n a 

stage f r a c , one of the w e l l s was done i n a s i n g l e f r a c . 

And based on our experience w i t h f r a c s i n the area, I would 

estimate t h a t these f r a c t u r e s should extend a t l e a s t 400 

f e e t on e i t h e r side of the w e l l , w i t h t h a t s i z e o f f r a c t u r e 

j o b . 
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Q. Now, i f you're on 40-acre spacing, what does t h i s 

mean i n terms of the p o t e n t i a l f o r i n t e r c o n n e c t i o n between 

the f r a c t u r e s ? 

A. I t means t h a t the f r a c s are o r i e n t e d i n the same 

d i r e c t i o n t h a t your w e l l s are al i g n e d . 

You have a p o t e n t i a l of g e t t i n g two f r a c t u r e s 

very close together and the w e l l s i n t e r f e r i n g w i t h the 

pro d u c t i o n or drainage f o r each one. 

You'd end up w i t h a less e f f i c i e n t drainage 

p a t t e r n than you would i f the w e l l s were spaced f a r t h e r 

a p a r t . 

Q. Let's go now t o Mewbourne E x h i b i t Number 8. 

Would you i d e n t i f y and review t h a t , please? I'm s o r r y , now 

we are t o E x h i b i t Number 9. 

A. E x h i b i t Number 9 i s j u s t some rough economics f o r 

our proposed Bone Spring w e l l , w i t h t he estimated costs t o 

d r i l l the w e l l through the second Bone Spring sand, and 

estimated o p e r a t i n g costs based on 2 0 years, which i s taken 

from the l i f e of these other w e l l s i n the f i e l d . So we get 

a very rough t o t a l cost of the w e l l over the l i f e of the 

w e l l . 

And then I took average p r i c e s f o r o i l and gas, 

reduced them by r o y a l t y and production taxes, and d i v i d e d 

the cost of the w e l l by these average revenues i n constant 

d o l l a r s t o get some estimate of what i t takes f o r a break-
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even w e l l i n the Bone Spring. 

And the r e s u l t s of t h a t are t h a t i t would take a 

60,000- t o 65,000-barrel w e l l t o make a r e a l economic 

producer i n the Bone Spring. 

On 40-acre spacing, you — i f you get w e l l s w i t h 

as good a pay as the E l l i o t t 1 and 2, you would only expect 

80,000 t o 90,000 b a r r e l s a w e l l on a 40-acre spacing. 

So i f you then r i s k - a d j u s t t h a t , you reach a 

p o i n t where the w e l l s — the economics, from an e x p l o r a t i o n 

s tandpoint of d r i l l i n g the w e l l s , becomes k i n d of weak. 

Q. I s i t your recommendation t h a t 80-acre w e l l 

spacing be adopted i n t h i s pool on a permanent basis? 

A. Yes, I b e l i e v e t h a t 80-acre w e l l spacing should 

be adopted on a permanent basis, because t h a t w i l l 

encourage the d r i l l i n g of w e l l s which would r e s u l t i n the 

conservation of n a t u r a l resources, the p r e v e n t i o n of 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 . 

Q. Were E x h i b i t s 5 through 9 prepared by you? 

A. Yes, they were. 

Q. At t h i s time, Mr. Catanach, we move the admission 

of Mewbourne O i l Company E x h i b i t s 5 through 9. 

EXAMINER CATANACH: E x h i b i t s 5 through 9 w i l l be 

admitted as evidence. 

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

of t h i s witness. 
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EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. W i l k i r s o n , the t h r e e w e l l s t h a t are being 

produced, have you seen any evidence of any k i n d of 

i n t e r f e r e n c e between these wells? 

A. I haven't r e a l l y seen — I can hones t l y say t h a t 

the Number 3 doesn't, and i t ' s an 80-acre spacing. 

The Number 2 and the Number 1 are very close 

tog e t h e r . They are e s s e n t i a l l y s i t t i n g side by side l i k e a 

t y p i c a l 40 acres. 

But the de c l i n e on the w e l l s are so r a p i d i t ' s 

r e a l hard t o say whether they're t r u l y i n t e r f e r i n g or not. 

The sum of the — I t h i n k t h a t one of the reasons 

t h a t recovery from the Number 2 appears t o be low, based on 

the amount of net pay i n i t , i s p o s s i b l y because the Number 

1 i s i n t e r f e r i n g , but I can't p o i n t t o any d i r e c t evidence 

t h a t says t h a t ' s o c c u r r i n g . 

But you may be able t o t e l l from the graph, the 

Number 2 decli n e d q u i t e a b i t more r a p i d l y than the Number 

1 when i t was i n i t i a l l y completed. 

Q. I n your opinion, i t would be uneconomic t o d r i l l 

these w e l l s on a 40-acre spacing? 

A. I don't work i n our e x p l o r a t i o n department. I ' d 

be r e a l hard-pressed t o s t a t e t h a t as a matter of record. 

But when you s t a r t r i s k - a d j u s t i n g the w e l l s , i t s t a r t s 
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making the economics look not near l y as a t t r a c t i v e as i t 

does on an 80 acres. 

Obviously, the Number 3 w e l l was uneconomic f o r 

Manzano a t 2 5,000 b a r r e l s . I t w i l l never pay out. I'm 

sure t h a t ' s why they ceased development. 

Q. What d i d you use as your economic l i m i t i n these 

d e c l i n e curves? 

A. I used 100 b a r r e l s a month — these were monthly 

r a t e s — which would equate t o about 3 b a r r e l s a day. And 

I use t h a t through most of New Mexico as a k i n d of a rough 

r u l e of thumb on a pumping w e l l . 

Q. How d i d you come up w i t h your 12-percent recovery 

f a c t o r ? 

A. I looked a t other Bone Spring pools t h a t we have 

s i g n i f i c a n t development i n . 

The most d i r e c t example would be Walter Lake, 

which i s about f i v e miles away, and t h a t f i e l d i s c u r r e n t l y 

developed on 40s, but i t ' s estimated the — My estimated 

recovery f a c t o r f o l l owed t h a t f i e l d as less than 11 

percent. So I thought 12 percent was a f a i r l y c onservative 

estimate. 

Q. Did you look a t any other Bone Spring pools? 

A. Well, I have experience i n Querecho Plains-Bone 

Spring where we're c u r r e n t l y s t a r t i n g w a t e r f l o o d 

o p e r a t i o n s , and i t looked l i k e t h a t f i e l d would probably be 
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maybe 14 percent. But i t tended t o have a l i t t l e b i t 

b e t t e r p e r m e a b i l i t y than Walter Lake does, so f a r , from 

what we've seen. 

Q. Do you expect a w e l l i n Section 29 t o be 

comparable t o the Number 1 w e l l i n Section 30? 

A. That would — I'm sure t h a t ' s our hope. I d i d n ' t 

p i c k t h a t l o c a t i o n , nor have I r e a l l y seen t h e maps t h a t 

t h e e x p l o r a t i o n prospect were developed from. 

And we have f i l e d f o r a permit f o r t h a t l o c a t i o n . 

As f a r as I know, we have every i n t e n t i o n of d r i l l i n g i t . 

EXAMINER CATANACH: Okay, I have n o t h i n g f u r t h e r 

of the witness. He may be excused. 

Catanach. 

EXAMINER CATANACH: There being n o t h i n g f u r t h e r , 

Case 9253 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

8:51 a.m.) 

Anything f u r t h e r , Mr. Carr? 

MR. CARR: Nothing f u r t h e r i n t h i s case, Mr. 

* * * 
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