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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 NUMBER 12,815 
BEING REOPENED PURSUANT TO THE 
PROVISIONS OF DIVISION ORDER NUMBER 
R-11,771, WHICH ORDER PROMULGATED 
TEMPORARY SPECIAL POOL RULES FOR THE 
NORTH OSUNA-DEVONIAN POOL IN LEA COUNTY, 
NEW MEXICO, INCLUDING PROVISIONS FOR 
160-ACRE SPACING UNITS AND DESIGNATED 
WELL LOCATIONS 

ORIGINAL 
REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

RECE/VEC) 
BEFORE: DAVID R. CATANACH, Hearing Examiner „.. ̂  

2 4 2003 
July ioth, 2003 0,1 Conservation Division 

Santa Fe, New Mexico 

CASE NO. 12,815 
(Reopened) 

This matter came on f o r hearing before the New 
Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 
Hearing Examiner, on Thursday, J u l y 10th, 2003, a t the New 
Mexico Energy, Minerals and Natural Resources Department, 
122 0 South Saint Francis Drive, Room 102, Santa Fe, New 
Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 
f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had at 

10:12 a.m.: 

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

12,815, which i s i n the matter of Case Number 12,815 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-11,771, which order promulgated temporary s p e c i a l 

p ool r u l e s f o r the North Osuna-Devonian Pool i n Lea County, 

New Mexico, i n c l u d i n g p r o v i s i o n s f o r 160-acre spacing u n i t s 

and designated w e l l l o c a t i o n s . 

C a l l f o r appearances i n t h i s case. 

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

re p r e s e n t i n g Read and Stevens, Incorporated, i n t h i s case. 

I have one witness. 

EXAMINER CATANACH: Okay, w i l l the witness please 

stand t o be sworn in? 

(Thereupon, the witness was sworn.) 

MR. BRUCE: Mr. Examiner, t h i s i s my f o u r t h case 

today, and I ' d l i k e t o t e l l you t h a t one of these would be 

normal, but I don't t h i n k I can do t h a t . 

JOHN MAXEY, 

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 f o r the record? 
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A. John Maxey. 

Q. Where do you reside? 

A. I n Roswell. 

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

A. I work f o r Read and Stevens, and I'm the 

operations manager, also the 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 petroleum 

engineer accepted as a matter of record? 

A. Yes, they were. 

Q. Does your area of r e s p o n s i b i l i t y a t Read and 

Stevens i n c l u d e t h i s p a r t i c u l a r pool? 

A. Yes. 

Q. And i n f a c t , d i d you t e s t i f y on behalf of Read 

and Stevens a t the o r i g i n a l hearing? 

A. Yes. 

Q. So you are f a m i l i a r w i t h the engineering matters 

r e l a t e d t o t h i s case? 

A. Yes. 

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

an expert petroleum engineer. 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. Bruce) Now, Mr. Stevens [ s i c ] , the 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

5 

o r i g i n a l hearing i n t h i s matter r e s u l t e d i n s p e c i a l pool 

r u l e s which b a s i c a l l y allowed 160-acre spacing i n the 

Devonian; i s t h a t correct? 

A. Yes. 

Q. And then w e l l l o c a t i o n s no c l o s e r than 330 f e e t 

t o a q u a r t e r quarter s e c t i o n l i n e ? 

A. Yes. 

Q. And you are appearing here today t o request t h a t 

those r u l e s be maintained i n e f f e c t ? 

A. Yes. 

Q. Okay. Let's go t o your e x h i b i t — the only 

e x h i b i t today, E x h i b i t 1, and could you go through t h a t and 

describe why — Take a step back. To describe the p o o l , 

how i t ' s changed since you f i r s t came i n over a year ago 

f o r t h e pool r u l e s and what the w e l l s i n t h i s pool have 

shown you regarding the pool s t r u c t u r e , the pool area, e t 

c e t e r a , and why you want t o maintain t h i s spacing i n 

e f f e c t . 

A. Okay, the f i r s t item i n E x h i b i t 1 i s a s t r u c t u r e 

map. There was an item i n our l a s t hearing very s i m i l a r t o 

t h i s one. This s t r u c t u r e map was based on 3-D seismic, and 

we'd come i n a f t e r the L i b e r t y "4" Number 1 was d r i l l e d i n 

the southwest quarter of 4. We have now since d r i l l e d the 

K l e i n 5 Number 1 i n the southeast quarter of Section 5, and 

t h a t w e l l came i n as nearly p e r f e c t t o p r o j e c t e d s t r u c t u r a l 
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p o s i t i o n as we could ever want. We were approximately f i v e 

f o o t o f f on the tops, and considering the d i p of the 

s t r u c t u r e , we f e l t l i k e t h a t was a very good c o n f i r m a t i o n 

of our 3-D seismic. 

What we confirmed i n the K l e i n 5 Number 1, we 

s t a r t e d f u r t h e r downdip i n the 5 Number 1, based on 

s t r u c t u r e , s t a r t e d p e r f o r a t i n g i n the lower p o r t i o n of the 

Devonian, which i s the pay zone out here, and confirmed 

t h a t our o i l - w a t e r contact — as estimated i n the l a s t 

hearing, we estimated a t minus 7150 f o o t — we have now 

confirmed t h a t the o i l - w a t e r contact i s 7071 f o o t , based on 

completion t e s t i n g i n the K l e i n 5 Number 1. B a s i c a l l y what 

t h a t d i d was shrunk the r e s e r v o i r d r a m a t i c a l l y . 

I n the l a s t hearing the r e s e r v o i r — I f y o u ' l l 

look a t the dashed l i n e on the map, t h a t ' s our o i l - w a t e r 

c o n t a c t now. I do have estimated on the r e — I n e r r o r I 

l e f t t h a t on the r e from the l a s t hearing, but t h a t i s based 

on an a c t u a l t e s t of p e r f o r a t e d i n t e r v a l which w e ' l l look 

a t l a t e r . That dashed l i n e on the previous map, based on 

the 3-D c o n t r o l and the estimated contact, a c t u a l l y 

extended f u r t h e r downdip, up i n t o the northwest q u a r t e r of 

4 and i n t o the southwest quarter of 33, and you can see now 

t h a t our r e s e r v o i r has d r a m a t i c a l l y shrunk. I b e l i e v e i t ' s 

approximately 104 acres now i n a r e a l extent on t h a t bump. 

Q. Okay. What are the next few pages of t h i s 
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e x h i b i t ? 

A. Okay, the next couple of pages, b a s i c a l l y , are 

logs on the two w e l l s . The second page i s the L i b e r t y "4" 

Com Number 1. That was submitted a t the l a s t hearing. I 

i n c l u d e d i f o r i n f o r m a t i o n purposes. I t ' s p e r f o r a t e d i n 

the upper p o r t i o n of the Devonian. I have added t o t h i s 

item the minus 7071 p o i n t t h a t i s considered wet i n the 

Devonian, on t h i s l o g . 

The next log i s the K l e i n 5 Number 1. You can 

see the p e r f o r a t i o n s below the c a s t - i r o n bridge p l u g , j u s t 

below 10,700 f e e t , t h a t confirmed water i n the upper 

p o r t i o n of t h a t second lobe of p o r o s i t y , you can see k i n d 

of a t i g h t s t r eak i n t h a t d e n s i t y l o g t h e r e , where t h a t 

c a s t - i r o n bridge plug i s set. The p e r f o r a t i o n s a t minus 

7071 y i e l d e d 100-percent water. 

We then p e r f o r a t e d the upper p o r t i o n . You can 

see those p e r f s j u s t under what's denoted as top of the 

pay, and the w e l l came i n producing approximately 95 t o 100 

percent o i l . We had a very small water c u t . 

Q. Have you c a l c u l a t e d the — estimated the 

r e c o v e r i e s from each of these two wells? 

A. Yes, I have. Next three pages of t h i s e x h i b i t 

are d e c l i n e curves t h a t are a c t u a l l y based on d a i l y 

p r o d u c t i o n , not monthly, so there's q u i t e a b i t of d e t a i l 

i n them. 
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The f i r s t curve i s the L i b e r t y w e l l . A l l of 

these are t i t l e d the L i b e r t y and the K l e i n w e l l , but i f 

y o u ' l l look i n the box on the graph j u s t below the curves 

y o u ' l l see t h a t the f i r s t page of the d e c l i n e curves i s the 

L i b e r t y o i l p roduction, L i b e r t y water pr o d u c t i o n . And 

based on a p r e t t y good t r e n d t h a t ' s been e s t a b l i s h e d i n the 

L i b e r t y w e l l , i t ' s on a 30-percent d e c l i n e , and we've 

produced a cumulative of 82,000 b a r r e l s of o i l . We have 

remaining approximately 41,000 b a r r e l s of o i l , f o r an 

u l t i m a t e of 123,167 b a r r e l s of o i l . 

The K l e i n 5 Number 1, w e ' l l see on the next page, 

t h a t w e l l a c t u a l l y came i n and produced — the i n i t i a l 

p r o d u c t i o n was the same as what the L i b e r t y was producing, 

and one of our reasons t o be l i e v e t h a t the w e l l came i n 

very close t o what the L i b e r t y was a c t u a l l y producing a t 

the time was because the K l e i n was approximately 3 0 percent 

pressure-depleted from the L i b e r t y . The L i b e r t y had 

produced approximately 3 0 percent of i t s u l t i m a t e reserve 

when the K l e i n was d r i l l e d . When we DST'd the K l e i n , sure 

enough, pressure d e p l e t i o n was approximately 3 0 percent i n 

the K l e i n . I've got t h a t i n l a t e r pages. 

But the K l e i n , another t r e n d t h a t ' s been p r e t t y 

w e l l e s t a b l i s h e d , approximately 75 percent d e c l i n e r a t e . 

Again, these are d a i l y , so t h a t ' s why the scale may be 

somewhat deceiving here. That i s d a i l y r a t e , so i t doesn't 
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appear t o be r e a l steep, but i t i s a 75 percent d e c l i n e , 

annual d e c l i n e . 

Crunching those numbers out, we've got a — t h i s 

w e l l has cum'd 40,200 b a r r e l s of o i l . I t ' s producing about 

12 b a r r e l s of o i l a day r i g h t now. I t only has a remaining 

of 4000 b a r r e l s , f o r an u l t i m a t e of 44,476. 

The l a s t d e c l i n e curve page i s j u s t t o — I put 

t h a t f o r i n f o r m a t i o n purposes t o show you the K l e i n 

p r o d u c t i o n , which i s the symbols, the t r i a n g u l a r symbols 

superimposed over the L i b e r t y o i l p r o d u c t i o n , which i s a 

l i n e w i t h no symbols. And you can see i n roughly June, end 

of June, 2002, or f i r s t p a r t of J u l y , where the K l e i n came 

on, i t o v e r l a i d the L i b e r t y q u i t e w e l l . And then where 

they diverge, the L i b e r t y , we lowered the pump a l i t t l e b i t 

more on the L i b e r t y and increased our pro d u c t i o n a l i t t l e 

b i t more. We lowered i t a l l the way t o the p e r f s . 

Okay, the next page i s a spreadsheet w i t h some — 

Some of t h i s data was included i n the f i r s t hearing f o r the 

i n i t i a l data on the r e s e r v o i r , some has been updated based 

on the new w e l l . The o r i g i n a l spreadsheet was obviously 

based on one w e l l , t h i s spreadsheet i s based on two. 

Cum o i l production — and I've put some dates on 

here t o k i n d of help out w i t h d e l i n e a t i n g where these 

f i g u r e s came from, what time p e r i o d — cum o i l p r o d u c t i o n 

through June from both w e l l s was 122,600. 

STEVEN T. BRENNER, CCR 
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Gas production has been too small t o measure f o r 

q u i t e some time, so... We had some i n i t i a l gas, but we 

never were able t o t r a c k anybody's market, and now the gas 

has b a s i c a l l y declined t o nothing. 

Water production i s about 10,600 b a r r e l s , and we 

don't have a r e a l high water c u t . Every water cut i s about 

e i g h t percent. 

As you move through t h a t spreadsheet, n o t i c e i n 

the f i r s t paragraph t h a t I've boxed i n , a t the bottom of 

t h a t paragraph the d r i v e mechanism. We estimated we had — 

As n e a r l y every Devonian w e l l i n southeast New Mexico, we 

estimated we had water d r i v e . We were e s t i m a t i n g 50-

percent recovery, based on the data we presented a t the 

l a s t hearing. 

We've subsequently determined now, w i t h the 

pressure drop i n the L i b e r t y and the pressure d e p l e t i o n i n 

the K l e i n , t h a t we have no water d r i v e . We are very — a 

block o f geology t h a t ' s popped up very. We do not appear 

t o be attached t o any a q u i f e r , and we have very l i t t l e gas 

i n the r e s e r v o i r , so subsequently we have very l i t t l e d r i v e 

mechanism. We're operating p r i m a r i l y on expansion d r i v e , 

and i t ' s p r i m a r i l y l i q u i d expansion d r i v e . 

I n the center box i t gives some i n f o r m a t i o n about 

the r e s e r v o i r i t s e l f . The f i r s t l i n e t here i s the one t h a t 

d r a m a t i c a l l y changed from the l a s t hearing. The area of 
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the o i l column above the o i l - w a t e r contact i s now 104 

acres. 

The net pay i s 64.5 f e e t , p o r o s i t y 6 percent and 

water s a t u r a t i o n 35 percent. Those numbers are very 

s i m i l a r t o the f i r s t hearing because the logs d i d not 

change t h a t much i n the r e s e r v o i r rock. 

B a s i c a l l y , coming down t o the t h i r d box, I've 

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 of 1.8 m i l l i o n b a r r e l s , 

based on the average thickness of the r e s e r v o i r rock and 

the a r e a l e x t e n t , and some of the i n i t i a l PVT data. 

The recovery f a c t o r — I estimated a recovery 

f a c t o r t o get a recoverable reserve, I estimated a t 10 

percent. I t looks l i k e our a c t u a l i s going t o be 9.3 

percent, and t h a t i s not out of l i n e w i t h the expansion 

d r i v e . The expansion d r i v e i s going t o be one of the worst 

r e c o v e r i e s we could expect. L i q u i d expansion d r i v e , I 

should say. I f we were looking at s o l u t i o n gas we'd hope 

f o r 15, p o s s i b l y 20 percent, but we're l o o k i n g a t 

approximately 10 percent, l e a v i n g recoverable reserves, 

based on a 10-percent recovery f a c t o r , of 180,000 b a r r e l s . 

That matches p r e t t y close w i t h the number I j u s t gave you 

on the d e c l i n e curve of approximately 170,000 b a r r e l s of 

o i l . 

So on the d e c l i n e curves we can p r o j e c t 170,000 

b a r r e l s of o i l , u l t i m a t e . Based on a v o l u m e t r i c 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



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 

12 

c a l c u l a t i o n on the a c t u a l bump and a 10-percent recovery 

f a c t o r , I c a l c u l a t e d 180,000 b a r r e l s of o i l . That 

recoverable i s 27 b a r r e l s per a c r e - f o o t , and I b e l i e v e a t 

our f i r s t hearing we were lo o k i n g a t a f i g u r e of more l i k e 

100 b a r r e l s per ac r e - f o o t , based on a d i f f e r e n t d r i v e 

mechanism. So i t ' s a very low recovery, i t ' s a very low 

recovery. 

I n the remaining p o r t i o n of t h a t page, the 

comments, there's a l o t of i n f o r m a t i o n on t h i s page. 

Y o u ' l l n o t i c e the f i r s t DST i n the top of the pay i n the 

L i b e r t y . That's the upper h a l f of the Devonian pay. 

Notice the f i n a l s h u t - i n pressure t h a t ' s been bolded and 

un d e r l i n e d , 4240. And i n the K l e i n , a DST taken A p r i l 11th 

of '02 a f t e r the L i b e r t y had made 40,000 b a r r e l s of o i l , 

the K l e i n DST i n d i c a t e d 2 7 68 p . s . i . bottomhole pressure. 

Note t h a t — I said 40,000. The K l e i n w e l l was 

DST'd a f t e r the L i b e r t y w e l l had produced 49,900 b a r r e l s of 

o i l . That d e c l i n e i n pressure, again, as I s t a t e d e a r l i e r , 

was roughly o n e - t h i r d of the o r i g i n a l bottomhole pressure, 

and 49,000 b a r r e l s of o i l i s close t o one t h i r d of the 

u l t i m a t e of the L i b e r t y w e l l . 

Q. What i s the approximate cost of these wells? 

A. The approximate cost i s $1.15 m i l l i o n . 

Q. And i s the f i n a l sheet of your e x h i b i t economics 

on t h i s prospect? 

STEVEN T. BRENNER, CCR 
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A. The f i n a l sheet was an AFE on the K l e i n 5 Number 

1. Nearly $1.15 m i l l i o n i s what i t takes t o d r i l l these 

w e l l s . 

And the page a f t e r t h a t i s an economic page t h a t 

would show a reasonable r a t e of r e t u r n . The b o r d e r l i n e 

r a t e of r e t u r n t h a t we would want f o r an expenditure of 

t h i s type would be a 2 0-percent r e t u r n on our money. And 

b a s i c a l l y a 20-percent r e t u r n on t h i s type of investment on 

the w e l l alone would r e q u i r e 175,000 b a r r e l s of o i l . 

That's based on a p r i c e deck a t the f i r s t hearing of an 

average p r i c e of $22 a b a r r e l . We could probably up t h a t 

t o $25 and be l o o k i n g a t u l t i m a t e s of less than $174,000 

f o r an economic w e l l , a break-even economic w e l l , but not 

much less than $174,000. 

So i n r e t r o s p e c t , we k i n d of busted our p i c k . 

We've got a w e l l t h a t , number one, the L i b e r t y 4, based on 

the pressure d e p l e t i o n we saw i n the K l e i n , t h e y ' r e 700 

f e e t a p a r t , t h a t ' s approximately 4 0-acre spacing r i g h t 

t h e r e . We were seeing a dramatic pressure decrease i n the 

r e s e r v o i r f o r drainage i n the L i b e r t y , the L i b e r t y 4 would 

have, i n a l l l i k e l i h o o d , drained t h i s bump. And even i f 

we'd have drained the bump w i t h one w e l l , w i t h the amount 

of money we've spent on seismic and acreage and the w e l l 

c o s t , t h i s was not an economic venture. 

Q. Okay. I f you t u r n back t o the f i r s t page of t h a t 
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e x h i b i t , Mr. Maxey, again, you are s t i l l seeking 160-acre 

spacing — 

A. Yes, we are. 

Q. — f o r several reasons. F i r s t of a l l , i t 

wouldn't be economic t o d r i l l on 40s, would i t ? 

A. No. 

Q. Secondly, as you s a i d , the L i b e r t y 4 could have 

drained the e n t i r e f e a t u r e , which you thought was l a r g e r 

o r i g i n a l l y ? 

A. We thought i t was l a r g e r a t the time, yes. 

Q. But the L i b e r t y 4 Number 1 could d r a i n the e n t i r e 

104 acres, so i t i s capable of d r a i n i n g i n excess of 40 or 

80 acres? 

A. Yes. 

Q. And t h a t i s also — the pressure f i g u r e s t h a t you 

have show t h a t ? 

A. Yes. 

Q. The other f a c t o r t h a t was used i n e s t a b l i s h i n g 

160-acre spacing o r i g i n a l l y was the geometry of the 

r e s e r v o i r , was i t not? 

A. Yes. 

Q. I t h i n k some questions came up as t o whether or 

not t h e r e should be 80-acre spacing, but j u s t l o o k i n g a t 

the southwest quarter of Section 4, i f you had had 80-acre 

spacing i t could have been i n t e r p r e t e d t h a t another w e l l 
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should have been d r i l l e d i n the southwest q u a r t e r of 

Section 4; i s t h a t correct? 

A. Yes. 

Q. I f you had done a standup u n i t , somebody could 

have demanded a w e l l be d r i l l e d i n the southwest of the 

southwest, i f you had had a laydown u n i t , n o r t h - h a l f 

laydown u n i t ? 

A. Right. 

Q. And so as a r e s u l t , w i t h the o i l - w a t e r contact 

and the f a u l t i n g you have i n here, even though the e n t i r e 

acreage may not have been productive i t was j u s t more 

economical t o use 160-acre spacing? 

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

Q. And once again, i f the o i l - w a t e r contact had been 

minus 7150, the r e s e r v o i r would have been much la r g e r ? 

A. Yes. 

Q. U n f o r t u n a t e l y , t h a t d i d not pan out? 

A. That d i d not pan out. 

Q. So what you're asking i s t h a t the r u l e s f o r t h i s 

p ool be made permanent a t t h i s time, d e s p i t e the 

disappointment t h a t you've experienced so f a r ? 

A. Yes, we are. Yes. 

Q. Was E x h i b i t 1 prepared by you or under your 

supervision? 

A. Yes. 
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Q. And i n your opinion i s the c o n t i n u a t i o n of the 

160-acre spacing i n the i n t e r e s t s 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 Read and Stevens E x h i b i t Number 1. 

EXAMINER CATANACH: E x h i b i t Number 1 w i l l be 

admitted. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Maxey, when you brought the K l e i n w e l l on d i d 

you n o t i c e a d e c l i n e i n production i n the L i b e r t y w e l l ? 

A. No, what we not i c e d i s the — on the pro d u c t i o n 

curve t h a t we have w i t h both w e l l s — Well, l e t me r e t r a c t 

t h a t . We no t i c e d t h a t the K l e i n came on a t the same r a t e 

as the L i b e r t y . However, the r e i s a s l i g h t p o i n t of 

i n f l e c t i o n i n the L i b e r t y curve a t the p o i n t where the 

K l e i n comes on. 

I also have a p o i n t of i n f l e c t i o n j u s t a f t e r 

January 3 0th of 2 002. That's p r i o r t o the K l e i n coming on. 

There are some issues w i t h r e s e r v o i r boundaries, I'm sure, 

t h a t are coming i n t o play i n the f i r s t i n f l e c t i o n p o i n t , 

but i t ' s q u i t e probable t h a t t h a t second i n f l e c t i o n p o i n t 

i s from the K l e i n production. I can't s t a t e emphatically 

i t i s . I t could be c o i n c i d e n t a l , another boundary e f f e c t . 
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Q. Uh-huh. I assume t h a t — The acreage dedicated 

t o the L i b e r t y 4, I assume t h a t 1 s the southwest quarter? 

A. Yes. 

Q. And the K l e i n i s what, the southeast q u a r t e r of 

5? 

A. Yes. 

Q. I s t h a t commonly owned, t h a t acreage? 

A. The southwest quarter of 4 has a d i f f e r e n t 

m i n e r a l owner c o n f i g u r a t i o n . I t ' s s l i g h t l y d i f f e r e n t , 

there's not a b i g d i f f e r e n c e . The south h a l f of the 

southwest q u a r t e r , t h e r e was I be l i e v e one, maybe two 

minera l owners t h a t were d i f f e r e n t i n t h a t south h a l f of 4, 

as opposed t o the n o r t h h a l f of the southwest q u a r t e r of 4. 

MR. BRUCE: Mr. Examiner t h a t was, I t h i n k , 

E x h i b i t 1 from the o r i g i n a l hearing. 

THE WITNESS: That was — 

MR. BRUCE: I t h i n k there was testimony by — 

THE WITNESS: Yes. 

MR. BRUCE: — Mr. Watson, the landman, a t the 

o r i g i n a l hearing. The southeast quarter of 5 i s a l l one 

common lease. The southwest quarter of 4 i s s p l i t up i n t o 

a n o r t h - h a l f t r a c t and a south-half t r a c t . 

THE WITNESS: Yes. 

Q. (By Examiner Catanach) Okay. So both of these 

w e l l s are being produced a t t h i s time? 
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A. Yes. 

Q. At t h e i r capacity, so there's — 

A. Yes. 

Q. And t h a t ' s how you plan t o keep producing the 

w e l l s — 

A. Yes. 

Q. — so there's no c o r r e l a t i v e r i g h t s issues w i t h 

p r o d u c t i o n from these wells? 

A. No. They are both pumped down t o the 

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

Q. What's the estimated remaining time t h a t you need 

t o recover the reserves here? Do you know? 

A. I d i d not c a l c u l a t e the remaining time, but the 

L i b e r t y i s on a 3 0-percent d e c l i n e , and i f I had a b e t t e r X 

scale I could t e l l you p r e t t y quick. Unless I see some 

change i n production l a t e r i n the l i f e of the L i b e r t y — 

The K l e i n i s going t o be over very q u i c k l y , i t appears. 

The L i b e r t y , we're probably l o o k i n g a t several years. 

Q. But you plan on producing the K l e i n u n t i l i t ' s no 

longer economic produce? 

A. To economic l i m i t , yes, we do. 

Q. On your f i r s t page you show the black bold l i n e 

on the — 

A. Yes. 

Q. — east side. I assume t h a t ' s a f a u l t ? 
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A. Yes. Yes, t h i s i s f a u l t e d t o the east s i d e , and 

then i f you go back f u r t h e r , o f f the map, there's a b i g 

f a u l t t o the west. This i s coming up on the s h e l f s i x 

miles west of Monument, so we're coming up p r e t t y 

d r a m a t i c a l l y from the Basin i n t o the s h e l f area, and 

there's a l o t of f a u l t i n g , we had a l o t of d i r e c t i o n a l 

problem d r i l l i n g the w e l l . But t h i s block i s very high 

compared t o the surrounding area. 

had been found where we had estimated i t o r i g i n a l l y , we'd 

s t i l l have a problem of not being connected t o an a q u i f e r 

f o r a d r i v e . We'd s t i l l be loo k i n g a t very low recoveries 

per a c r e - f o o t , which would be very d i f f i c u l t t o even d r i l l 

a bigger r e s e r v o i r w i t h the d r i v e mechanism t h a t we were 

saddled w i t h . 

EXAMINER CATANACH: Okay, I don't t h i n k I have 

anything e l s e , Mr. Bruce. 

MR. BRUCE: I have nothing f u r t h e r of Mr. Maxey. 

EXAMINER CATANACH: Okay, t h e r e being nothing 

f u r t h e r , Case 12,815 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

10:38 a.m.) 

I might add t h a t even i f the o i l - w a t e r contact 

* * * 

Conservation Dfv!5•;--.>•--. 
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