
I 

2 

3 

••• 4" 

5 

6 

7 

8 

9 

10 

H 

12 

13 

14 

15 

16 

'7 

18 

19 

20 

21 

22 

23 

24 

25 

STATE OF NEW MEXICO- .. 
ENERGY AND MINERALS;-;DEPARTMENT 

OIL CONSERVATION -DIVISION ' •. 
STATE LAND OFFICE BLDG. 

SANTA . FE • NEW -MEXICO *"' •• 

•. ' , . . 14 . May.' 1986 " '' . ''" 

'•. EXAMINER .HEARING 

•IN ;THE. MATTER- OF: 

Case. 8.03.0 -be'irig reopened pursuant to. 
•the provisions, of Order-Nd." ^-7471, 
Sandova I County,' New'-Mexico.' 

BEFORE: David R. Catanach, 'Examiner1 

TRANSCRIPT.OF HEARING 

A P P E A RA N C E S 

For t h e , D i v i s i o n : 

• .CASE 
8.030 

For. Gary.•Williams Oil 
• Producer :•' '"'; r 

'Jeff Taylor :. 
Attorney-"at Law '. • •' 
Legal Counsel t o the D i v i s i o n 
State..-Land O f f i c e Bldg. . 
•Santa F'e, New Mexico 87501 .-. 

.W. Thomas K e l l a h i n 
Att-orftey a t Law"'' 
KELLAHIN'& KELLAHIN 
P... . 0-. - Box 22 65 . 
Santa Fe, New.Mexico 87501 



9 

• • '•" • • .• ..- '"' ' •'-•:.-• 2 

1 

;;. . • . ,: ;.'. ".> 2 . '\';:' . . i: N . D E X , " • "• ' 

3 

4 '. STATEMENT - BY MR. KELLAHIN 3 

5 

•- • .' 6 DAVID DLOUilY' 

7 • D i r e c t Examination' by Mr . K e l l a h i n . 4 

8. • Cross Examination by .'Mr .-Catanach 14 

9 Redirect Examination, by ' Mr. K e l l a h i n 15 

10 

11 JOHN vNIKONCH IK ';- '.-'. 

' '• • ' -' ' 
12 . " V.. "... D i r e c t Examination; by Mr Kel lahin,., " ' 16 

13 : Cross Examination b y Mr. Catanach • 3 5 

14 ; "•. . .' • ^ 'v :,; . . * 

15 * V '•:}(•<: .-̂  ^ , ;'': . -'. , " -

16 ''•'"' .""'•-' ' 17 . '• : '. • ' ; _ ' E .X H I B I T S ,' 

18 

19 GW Exhibit'One, P l a t . • 8 

20 GW E x h i b i t ;Two, Plat". 

->• '.';•.• ... ' 
"•' 21 

21 ' 'GW E x h i b i t Three,, Graph •.' 24 

22 '.GW E x h i b i t Four, Decline Curve .27 

23 GW E x h i b i t 7 F i v e , Dec.-line Curve '•' •28 • " 

24 GW. •Exhibit Six, Decline Curve•- -. .' . ;; -' 29 ' . 

25 GW' E x h i b i t Seven, " Economies' . ' .'. • ' 

. •'- ' " •'. ••• :• 
32 



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 

3 

"' ' • ; :.MR." CATANACH: C a l l next Case 

'8030. ' . •"' - ' . '.'••' • • ' 

\* • •- i"' • : '--"' MR.. TAYLOR: : I n the matter of. 

Case 8030 being reopened pursuant to.the provisions of Order 

No. R-747i, Sandoval County",- New "Mexico. 

"• MR. CATANACH: Are there 

appearances i n t h i s case? ' , 

MR. KELLAHIN: I f the Examiner 

please, I'm Tom K e l l a h i n of Santa Fe, New Mexico, appearing 

ori behalf of 'Gary-Williams, .. O i l Producer, and. I have two. 

witnesses .to, be sworn. 

(Witnesses sworn.) • . 

MR. KELLAHIN: Mr. Examiner, we 

are back before you to make permanent the special pool r u l e s 

f o r the Rio,Puerco-Mancos O i l Pool i n Sandoval County, New 

Mexico. 

This i s a f r a c t u r e d Mancos sec­

t i o n . " I t ' s the Niobrara . i n t e r v a l t h a t ' s,:similar t o the one 

th a t Mr. Greer operates i n the Puerto Chiquito. There are 

temporary r u l e s on 320-acre spacing. The two witnesses we 

have today are the same two witnesses t h a t appeared at a 

hearing before t h i s D i v i s i o n back on January 30th, '85, i n 
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which t h i s pool.was discussed. 

• For-, your reference, the o r i g ­

i n a l case was 803 0. ; The1 order i s R-7471, entered e f f e c t i v e 

March 7th of • 84-. . . - _ , . . 

, -; Subsequently there was an 

amendment to t h a t order and t h a t hearing i s i n Case 8448, 

heard on January 30th, ' 1985. The g e o l o g i s t and engineer 

from.that l a s t hearing are the two witnesses today, 

• DAVID DLOUHY, • 

being ..called as. a witness and-, being duly sworn upon h i s 

oath, t e s t i f i e d as f o l low's , . t o - w i t : : 

•% ' • DIRECT, EXAMINATION 

BY MR. KELLAHIN: . 

Q. A H r i g h t , , s i r , f o r the record wouid you 

please state' your name and occupation? 

A - My name, i s David L. Dlouhy. I'm a s t a f f 

g e o l o g i s t w i t h Gary Williams, O i l Producer, i n Denver. 

Q .'...Mr. Dlouhy, d i d you t e s t i f y before the 

D i v i s i o n on January 30th, 1985, concerning the spe c i a l pool 

.rules as. one of the.subject matters p f t h a t hearing f o r the 

Rio .Puercb-Mancos O i l Pool i h Sandoval County. 

A - Yes, I d i d . • 

Q . Pursuant to t h a t testimony and your em-



•ployment, had you studies the geology" of. t h a t s p e c i f i c area 

f o r t h i s Niobrara; i n t e r v a l i n the. Mancos?':• 

;- A'.- • Yes. I've studies i t thoroughly and I've 

been i n v o l v e d ' i n the p r o j e c t since; my .start; w i t h Garyl W i l -

.'l.iams -on; the. order -of three years ago. ' • . : • 

.-. •; "' ' .0 j Let me' r e f r e s h the examiner' s r e c o l l e c ­

t i o n of .what.--the s i t u a t i o n was w i t h .the p o o l 'back on January 

of '85 very" b r i e f ly..'. "'-•-, . .''.-•;'- - -' 

- • ' ' '.' i " " i ' h a v e ' t a k e n out of the case f i l e . , .8448, 

,a copy "of Exhibit.;© as w e l l as a copy, of E x h i b i t G. I'm 

going t o lay these, p u t on the t a b l e , s i r , and.if•you'11 come 

around, I , want t o ask you some" ques'tions' about' them. 

• .-:*•"> •*fr. r 'Dlouhy//with-.regards t o E x h i b i t Num­

ber- B from.'Case 8448, does t h a t represent your work product 

or ' a work product t h a t you.have reviewed and concurred w i t h 

at t h a t time? ' « . '/'-'. \ ' . v .- - . 

/• A' ' This represents a combined e f f o r t w i t h 

respect- -to . a work ...product. ' I t ' s a's.eismic s t r u c t u r e -map 

t h a t . i n t e g r a t e s seismic data along w i t h geologic data. So. 

.input into.; t h i s map involves my i n p u t as. w e l l 'as a geophysi­

c i s t ' s ; i n p u t . - - - .- . •"'_•• . 

. ' .-• : '. I *'.m thoroughly' f a m i l i a r w i t h everything 

t h a t '.s ' gone,-into : i t -and again I've- reviewed t h a t data. 

;. " ', .,; ' - . : . MR. ' KELLAHIN: At t h i s . time 

•we'11 tender Mr-Dlouhy as an expert petroleum g e o l o g i s t . 
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• - ' . MR. CATANACH: Mr. Dlouhy i s 

considered q u a l i f i e d . 

• Q Let me have you take a few minutes and 

e x p l a i n - to the examiner gen e r a l l y the type •' of geologic 

features and c h a r a c t e r i s t i c s t h a t you . have determined 

exi s t e d " back . i n January of '85 w i t h regards t o t h i s pool, 

using ' f i r s t of a l l E x h i b i t Number. B as an example of . what 

you want t o e x p l a i n . 1 . - ; 

. A Okay, B a s i c a l l y , the Rio Puerco F i e l d i s 

a fractured-Mancos producing. poo'L. i t ' s very s i m i l a r t o the 

f r a c t u r e f i e l d s .elsewhere i n the ,San Juan Basin, the Puerto 

Chiquito Field-probably being'the c l o s e s t , the Boulder F i e l d 

and, the - (not*- c l e a r l y understood) F i e l d also being very 

analagous . • "' •.' • . • • • -

. -\ - 'What you see on E x h i b i t B i s our d e t a i l e d 

s t r u c t u r e map of the Rio Puerco F i e l d , again expressing the 

s t r u c t u r a l v a r i a t i o n s i n the Mancos, and. we b e l i e v e that" the 

s t r u c t u r a l v a r i a t i o n s are r e l a t e d t o f r a c t u r i n g . 

•The production i s very s p e c i f i c a l l y 

related., to';, f r a c t u r e s and f r a c t u r e trends and very l i m i t e d 

dependence on' l i t h o l o g y . 

E x h i b i t B again shows our s t r u c t u r a l 

i n t e r p r e t a t i o n and i t ' s one mechanism t h a t we use to t r y to 

propose the f r a c t u r e trend and the extent of the' f r a c t u r e 

systems i n the Rio Puerco area. -; -
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On the map.you also see two cross s e c t i o n 

l i n e s , , which i s E x h i b i t C and the' i n t e n t there i s t o show, 

r e a l l y , . the l i t h o l o g i c variation's are very. minor throughout 

t h e . f i e l d , the, l i t h o l o g y being a very minor f a c t o r w i t h r e s ­

pect to production, o i l and gas production, i n the Rio Puer-

.co ;Field. • • - ••, • . 

Q : Let's go' t o Cross Section C from the 

hearing back i n January, 1985. Perhaps you might want t o 

speak from the w a l l . Let's hang t h i s one up. there. 

A O i l production - from the Rio Puerco F i e l d 

comes from a p o r t i o n of the Mancos t h a t i s commonly refe r r e d -

t o as the Gallup.br Niobrara. I t ' s roughly in'the. center of 

the Mancos se c t i o n , ' roughly about 800 f e e t from the Point 

Lookout and again.about 800 f e e t .above, the. Greenhorn lime­

stone. . ' ' . ;r:.
: ' 

. ' . ' This i s a cross s e c t i o n of the p o r t i o n of 

the Mancos .that's p a r t i c u l a r l y prone to f r a c t u r i n g and i s 

e s s e n t i a l l y the p o r t i o n of the Mancos t h a t we're producing 

o i l 'and gas" from -in" the•• Rio Puerco F i e l d . : 

What I wanted t o i l l u s t r a t e here by. two 

cross sections t h a t g enerally c r i s s - c r o s s the e n t i r e pooled 

area, as proposed i n January, i s a very c o n s i s t e n t l i t h o l o g y 

throughout the Rio Puerco F i e l d , c o n s i s t i n g of a very f i n e l y 

•— about a 400-foot s e c t i o n of very f i n e l y ' i n t e r b e d d e d , very 

f i n e grained sand, s i l t , and shale,, again very c o n s i s t e n t 
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throughout the f i e l d , very e a s i l y c o r r e l a t e d . We've a r b i t ­

r a r i l y i d e n t i f i e d a zone i n t h i s p o r t i o n of the Mancos and 

have labeled them A, B, C, and D. . 

. . • . The l i t h o l o g y shown here represents a 

very low porosity', p e r m e a b i l i t y m a t r i x , and the key t o the 

play and the production i s the f r a c t u r e system, and b a s i c a l ­

l y what I'm t r y i n g to i l l u s t r a t e i s the consistency of the 

l i t h o l o g y and, r e a l l y , the f r a c t u r e systems are-what d i c ­

tates the play i n general. 

Q Let me d i r e c t y o u r - a t t e n t i o n now t o what 

we have marked as. E x h i b i t Number One f o r today's, hearing. 

We have a la r g e r copy of t h a t one on the w a l l , and then I 

hand the examiner reduced copies of. the same e x h i b i t . 

, F i r s t of a l l , " s i r * would you simply iden­

t i f y the e x h i b i t and e x p l a i n who prepared i t and how i t was 

prepared? > 

. A- Okay. -The e x h i b i t shows the Rio Puerco. 

F i e l d . . The w e l l s are i d e n t i f i e d by the dots, obviously. 

•'. What's shown w i t h the boundaries are 

three things : F i r s t , the. o r i g i n a l ̂ 'spaced area t h a t was tem­

p o r a r i l y spaced i n , 1-9 8 4 and. consists of f i f t e e n sections i n 

the c e n t r a l p o r t i o n of the Rio- Puerco.area. 

I n a d d i t i o n t o t h a t , i n the yellow spaced 

area, the expanded area t h a t we; requested i n January, 1985, 

and then the r e s u l t a n t spaced, tem p o r a r i l y spaced' area t h a t 
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was due t o the request;, as w e l l as the v o l u n t a r y s t a t e r u l e s 

expanding the area i n t o the purple. 

Q .. Let me c l a r i f y at t h i s p o i n t a d r a f t i n g 

e r r o r on the e x h i b i t and have you i n d i c a t e f o r us what i s 

intended by the red X-marked areas: 

• A . .Due.to a d r a f t i n g e r r o r , arid we c e r t a i n l y 

apologize for. t h i s , the boundaries, the eastern boundaries 

were.-- were-inappropriate. The X's cross out the area t h a t 

we ' re requesting, to . be" part, of the spaced area and, again, 

the p e n c i l l e d i n , or penned i n boundaries are what we're i n ­

d i c a t i n g to. be the boundaries of the spacing. 

• Q •' Who prepared, t h i s e x h i b i t ? 

• , A A combination of personnel a t Gary W i l ­

liams,^ i n c l u d i n g myself and John'Nikohchik, as wel1 as our 

d r a f t i n g (not c l e a r l y understood.) ; 

Q - Other than the inaccurate boundary of the 

eastern boundary of the pool, which you've corrected, t o the 

best of . your knowledge is. the r e s t of the i n f ormation accu­

rate? ' .' v ' • ' : . ' " - • 

A Yes, i t i s . 

Q 1 . Orient, the examiner, .would you, please, 

sir;. : to where the pool, t h i s subject pool-, l i e s i n r e l a t i o n 

t o other Mancos pools i n the.-area,' p a r t i c u l a r l y West Puerto 

Chiquito? • " ' - • 

.- • ' A . Okay. ' The Rio Puerco area i s located i n 
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the southeast edge of the San Juan Basin. Just t o the-north 

.of us about f i f t e e n or twenty miles i s the Puerto. Chiquito 

F i e l d , the Puerto Chiquito East and the Puerto Chiquito West 

F i e l d . Both are on the margins of the basin and t h i s i s 

r e a l l y one of the mechanisms t h a t cause f r a c t u r i n g , very 

s i m i l a r . i n respect to t h e . — t h e f r a c t u r i n g concept, being 

on. the edge of the basin and being i n an area i n the bas.in 

where you have s t r u c t u r a l deformation t o give you f r a c t u r e 

systems.. 

The Boulder F i e l d i s again located maybe 

tw e n t y - f i v e miles north of our area, again on the margins of 

the, basin, again an area t h a t ' s been s t r u c t u r a l l y deformed 

and g i v i n g or r e s u l t i n g i n f r a c t u r e systems. 

Other f r a c t u r e production i n the basin, 

there .is the Dougherty F i e l d ( s i c ) , which i s on the other 

end of the basin, on the northwest p o r t i o n s of the basin, 

but again very s i m i l a r i n mechanism, f r a c t u r i n g being a very 

important concept r a t h e r than the l i t h o l o g i c f a c t o r s . 

- Q I d e n t i f y f o r the examiner what a d d i t i o n a l 

w e l l s have been d r i l l e d since the January," 198.5, hearing i n 

t h i s pool. . . 

A Okay. The large dots are ' a d d i t i o n a l 

w e l l s t h a t have been d r i l l e d since the January, 1985, hear­

ing.. The-green well's are w e l l s t h a t were d r i l l e d and oper­

ated by Gary Williams. • The orange-'wells are w e l l s t h a t are 
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operated by other companies. . . •. ' • • 

>Q" ' . " With the a d d i t i o n a l ^information g e o l o g i ­

c a l l y t h a t ' s been derived from these w e l l s , do you s t i l l 

have.- the same opinion or 1 do you .h'ave a. d i f f e r e n t opinion 

about the geology of the formation t h a t ' s being produced? 

. 'A .' . -The a d d i t i o n a l 'data'. .that we've gotten by 

d r i l l i n g these w e l l s r e a l l y changes our i n t e r p r e t a t i o n not 

at a l l . I t , i n f a c t , confirms our i n t e r p r e t a t i o n w i t h o u t a 

doubt about the l i t h o l o g y . ; I t helps us b e t t e r define the 

f r a c t u r e systems but obviously we're s t i l l pursuing t h a t and 

possibly the only change r e a l l y i s t h a t there i s an i m p l i c a ­

t i o n ..that maybe the .fracture systems are even more r e g i o n a l 

than we o r i g i n a l l y thought i n our o r i g i n a l proposal. 

• - Q ' • •' I f temporary r u l e s t h a t the operators i n 

t h i s pool have been working under include 320-acre spacing, 

do you see any geologic reason t h a t would cause you to r e ­

commend' t h a t the spacing be other or less than 320 acres per 

wel 1 at- t h i s time?. , ': " • ; . ' 

.. ; A . I don't see any reason t o change the 320 

from a geologic standpoint f o r the f o l l o w i n g reasons: 

1 G e o l o g i c a l l y the mechanisms, .' again, t h a t 

are important here;,are 'the f r a c t u r e . systems .. t h a t are d r a i n ­

i n g - a very t i g h t m a trix. The "very t i g h t matrix i n i t s e l f 

r e a l l y d i c t a t e s t h a t spacing on the order- of 320 i s very ap­

p r o p r i a t e . i n f a c t tbe optimum .spae-ing hasn't been deter-
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mined yet but .320 i s the best we -feel as a] compromise at 

t h i s p o i n t . -

Q I n determining whether or not the present 

outer boundary of the pool, " as. depicted on. E x h i b i t Number 

One., i s one t h a t -is reasonably o r i e n t e d to the r e s e r v o i r 

being produced; can; you express an opinion? ; . 

A ;For the data t h a t we have' t o date, i t 

c e r t a i n l y covers the f r a c t u r e trends the way we see them a t 

t h i s p o i n t and most of t h i s data i s based on the w e l l data 

from the w e l l s i n . t h i s area. -

The boundary- does include a l l f o the 

wel l s .that we f e e l are i n a f r a c t u r e d r e s e r v o i r s and .a 

s i m i l a r producing zone i n the Mancos throughout the area. 

The f r a c t u r e trends may - extend beyond'this. We don't have 

the d a t a - r e a l l y t o say t h a t one way or another, and again 

ths is- d e f i n i n g the best we can' a t t h i s p o i n t the r e g i o n a l 

extent of the f r a c t u r e s . -.' 

: • . Q • , Based upon your study of the geology, do 

you have ah opinion as to whether the we l l s t h a t are cur­

r e n t l y subject t o the,pool rules, are i n the same common 

source of supply as one r e s e r v o i r ? 

A I t h i n k the data, . p a r t i c u l a r l y from' a 

geologic standpoint, i n d i c a t e that- there i s no doubt t h a t i t 

i s a common pool. 

The concepts involved.here t h a t I b e l i e v e 
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to be . c o r r e c t , include an oil-charged Mancos section, and 

throughout the i n t e r v a l t h a t we're- producing, : and t h a t the 

f r a c t u r e systems are d r a i n i n g t h i s oil-charged p o r t i o n * and 

the f r a c t u r e systems "seem t o be.oriented p a r t i c u l a r l y t o a 

number of ' zones w i t h i n the Mancos and a l l of these zones are 

r e a l l y what we've..addressed throughout the.pooled area. 

Q ' ' Based upon . the- study of the geology do 

you have' an opinion, and recommendation t o the -Examiner as t o 

whether or* not'the; temporary special r u l e s ought t o be made 

permanent .at t h i s time? 

A %- I recommend wi t h o u t a doubt t h a t the tem­

porary-rules need t o be permanent, p r i m a r i l y f o r the reason 

t h a t . I t h i n k w e ' l l present information: t h a t w i l l show t h a t 

anything less i s i n a p p r o p r i a t e arid again the 320 give us the 

best compromise i n respect -to. determining the absolute cor­

r e c t spacing.:and whether i t should be larg e r or (not c l e a r l y 

understood.) 

: MR. KELLAHIN: That concludes 

my. examination of t h i s witness... 

, ' .We'd move the i n t r o d u c t i o n of 

E x h i b i t Number One. 

'.- -My. second witness i s an engin­

eering .witness, t h a t has f u r t h e r . i n f o r m a t i o n . 

MR. - CATANACH: E x h i b i t Number 

One;will be admitted i n t o evidence. ". 
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, CROSS-EXAMINATION 

BY MR. CATANACH.: ' 

Q ' Mr. Dlouhy, what was .the purpose of Case 

8448? " 

A- I believe that case was our hearing i n 

January-, 1985, and basically that was .a request to expand 

the. .-spacing rules and the pool rules to include a larger 

area other than the 15-section pooled area shown i n white, 

and the reason for t h i s i s at that time we had been — we 

were d r i l l i n g wells outside that o r i g i n a l 1-5-section spaced 

area and we r e a l l y needed those pool rules and regulations 

to apply to these wel I s . 1 . • 

At that .time we -- we made the attempt 

based on our best information, the regional extent of the 

fracture and the common pool. 

-'. Q ' . Has an order been entered by the Division 

on that case? 

; MR. KELLAHIN: - Yes, s i r . I t ' s 

Order. 7471-A. I have the Division's case f i l e from that 

case here and t h i s is,the order that was entered. 

Q In the expanded area there are currently 

- - t h e r e have been two wells d r i l l e d i n that expanded area. 

A Correct. 'One 'by Gary Williams. Actual­

l y , three, wells i n the expanded yellow portion, two by Gary 
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Williams, and one by Hixon (s i c ) O i l . 

Q •'. Do you f e e l , t h a t you have enough . informa­

t i o n t o make a conclusion t h a t 320-acre spacing should be 

i n s t i t u t e d i n the; expanded.area as w e l l as the o r i g i n a l 

area? '•'.,. . ' ' 

..'A I t h i n k t h a t , the engineering . data t h a t 

w i l l be presented w i l l show you.that the 320-acre :spacing 

should be expanded t o the e n t i r e pooled area.' 

' MR. CATANACH:. I have no f u r ­

ther questions of t h i s witness. 

• REDIRECT EXAMINATION 

BY MR. KELLAHIN: "' .. /• . . ;' . ; 

•; Q . . ...Do you see any geologic reason t o t r e a t 

the expanded area d i f f e r e n t l y than' the o r i g i n a l spaced area? 

•A.... No, there's no geologic reason; the 

reason to.expect anything d i f f e r e n t throughout t h a t e n t i r e 

spaced area, orvproposed.spaced! area. 

-. JOHN NIKONCHIK, . 

being c a l l e d as a. witness and'being duly sworn upon h i s 

oath, t e s t i f i e d as f o l l o w s , bp-wit: ' 
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DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q • A l l r i g h t , s i r , would you.please, s t a t e 

your name and occupation? 

'. A ' My name i s John Nikonchik. That's N-I-K-

O-N-C-H-l-K, and I am employed as a petroleum .engineer w i t h 

Gary William,: O i l Producer i n Denver. 

Q' Mr. Nikonchik, d i d you t e s t i f y before the 

D i v i s i o n as a petroleum engineer back on January 30th, 1985, 

.in the : case t h a t was presented by Gary Williams on t h a t 

date? . 

>"••' A. ' : , I d i d : 

Q' - Pursuant to your employment as an engin­

eer, have you conducted studies and drawn a d d i t i o a l opinions 

w i t h regards t o the. a p p l i c a t i o n ' t h a t is. .pending today to 

make the Rio Puerco Mancos pool r u l e s permanent? 

A Yes, I have looked a t t h a t . 

'MR. KELLAHIN: We tender Mr. 

Nikonchik. as an expert-.petroleum engineer .. '* 

MR. .CATANACH: : The witness i s 

considered q u a l i f i e d : •• ' - . 

Q Let me have you summarize f o r " us, Mr. 

Nikonchik, what the status was of the general ' engineering 

opinions and. conclusions t h a t you had i n January of '85 and 
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then have you describe f o r us what -additional studies have 

been conducted,by your company and others p a r t i c i p a t i n g w i t h 

your company. • 

- A Okay* In- January of '85 when we were 

.here p e t i t i o n i n g f o r the, extension .of the pool we had q u i t e 

a l o t of w e l l data t h a t i n d i c a t e d t h a t c e r t a i n w e l l s , when 

they encountered a high capacity f r a c t u r e system were going 

to make s i g n i f i c a n t q u a n t i t i e s of o i l and d r a i n f a i r l y wide 

areas. 

• At the time we also suspected t h a t there 

was i n t e r f e r e n c e among we l l s at the density t h a t we've got 

i t r i g h t now and, i n f a c t , "some...of the evidence we presented 

l a s t — l a s t year was t h a t using a t y p i c a l example of a w e l l 

that' encounters no f r a c t u r e s upon d r i l l i n g and completion, 

t h a t we could expect somewhere between 5 - 6,000 b a r r e l s of 

u l t i m a t e o i l . ' B a s i c a l l y you're going to be l o s i n g $3-to-

$400,000 on a venture l i k e t h a t . . 

On'.the other hand, i f you can encounter a 

s u b s t a n t i a l f r a c t u r e system w i t h t h e . d r i 1 l i n g of a w e l l , we 

had an example then, based on the-best w e l l i n the f i e l d 

•that we could produce up to 175,000 b a r r e l s per w e l l f o r • a 

$ 2 . 5 - m i l l i o n p r o f i t , ' and based on; some basin average recov­

e r i e s of 5-700 b a r r e l s per acre, which Greer has. t e s t i f i e d 

t o .in his'-hearings, " i t ' s . j u s t k i n d of — some pf f r a c t u r e d 

Gallup plays just.seem average i n there, you're looking a t a 
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.drainage /of 250-to 350 acres f o r a w e l l , t h a t ' s capable of 

making t h a t kind of ' . o i l . . 

. Obviously,- those are the w e l l s we're 

looking ,;• f o r , -„ -.the ones t h a t are going "to make us the • most 

money. . ' . ;• :* 

• .'.. :: , • At the: same time\ we presented some . i n t e r s " 

"ferenc.e: data between'the 11-16 Well and the 1-16 Well, As 

far. as •locating those in! your -- a c t u a l l y , i f you look at 

the E x h i b i t Two In.the f i r s t p a r t of tbe "package here, i t ' s 

. probably, easiest to see. „ , :. ; ' ' - ' • 

Within; the dotted l i n e area'there i s Sec­

t i o n 1 there and then Section l i , as numbered. 

' ;'::r''.- - . The 11-16 w e l l i s ' i n the southeast south­

east of-11 and the 1-16 i s i n the southeast southeast of 1. 

Those we l l s are approximately. 7500 f e e t apart. 

-;'."'-;*:: • P r i o r i. t o the d r i l l i n g of the- w e l l s be­

tween t h e r e , when these-were p r a c t i c a l l y the only two we l l s 

e x i s t i n g i n the pool ," an i n t e r f e r e n c e - t e s t was run whereby 

the. 1-16 w e l l had been shut i n : for." a : s u b s t a n t i a l period of 

time. . The 11-16 was also shut i n , brought on production at 

500 barrels.; per day", and, a f f e c t e d "the: pressure i n the - 1-16 

• to the .point where' i t was:; declining- a t 2-/3rds of - i pound per 

day a f t e r - 2 4 hours, ! and t h a t / d e c l i n e continued f o the next 

f i v e days,' ."."• ' - " ' '" . ' ' "''.-'••/' /'''•• '/ "'• 

*'••..' ;" . That was 'part of the evidence as presen-
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ted l a s t year. This, was on the same magnitude as the i n t e r ­

ference t e s t s t h a t Greer ran i n 19.65. i n Puerto C h i q u i t o , 

where he showed i n t e r f e r e n c e up to I believe 9000 feet. . i n 

some instances . -Th.erefote , yo'U know, -we' re • reaching a c'6'ri-

: e l u s i o n .that our f r a c t u r e system1 i n t h i s area i s s i m i l a r to 

the same f r a c t u r i n g t h a t they have in:Puerto Chiquito. And 

again, / as.-David has. t e s t i f i e d , • pur- l i t h o l p g y - l s the same ; 

our depths" are s i m i l a r - to : Puerto Ch-iquitp; -porCsity, matrix 

. p'ofosities r a r e the - s a m e o u r per m e a b i l i t i e s ' of the ,-matrix 

are. the' same; f l u i d s are both almost identical.- 40-41 degree 

o i l v The only r e a l difference/between Puerto Chiquito' and 

ourselves i s b a s i c a l l y depth. They're probably 1000 f e e t 

average, deeper than we ar̂ e;.: . l i t t l e higher ;g.as s a t u r a t i o n i n 

.. the o i l s I n i t i a l l y . j .. .'-' '. • ..'•"'..' ,' ' "•.-;• ' 

' - . ..Based • bri a l 1; t h a t data we .requested and 

i t was subsequently approved t o have-, t h a t 320-acre temporary 

. spacing expanded t o the area:,.'-'-as requested, -basically be­

cause the ,320-acre spacing; i f a/well encounters the high 

capacity-, f racture',system' and you get. an economic producer, 

i t has' the. a b i l i t y t o produce up -tb' t h a t ," i f ' not more, on an 

acreage basis. "' •>.'.'• • 

We . also proposed 1800-foot- minimum d i s ­

tance, between wells,. ; as ; t o ' t r y t o , e l i m i n a t e d i r e c t competi­

t i v e , o f f s e t s to the. —' and the d r i l l i n g of unnecessary 

wells-; . producing v i r t u a l l y from the. same f r a c t u r e system, 
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and; we have subse.quencej evidence;.that would i n d i c a t e , t h a t 

even at some of 'the distances 'we-have, t h a t t h i s i s happen­

ing... '-..-....,. .. ' :'\:.' v • ' .»' . ,. ", : ' ' •' • ' 

." 'With :'' w,ha't' has''happened since t h a t , over 

the l a s t year, we"have- no' reason to change our-posture on 

the --.3:20':';.S:p4cing or; the distance between w e l l s . We f e e l t h a t 

i s a. good) workable' spacing"to;develop t h i s f i e l d . 

•.' \. Also . during .the l a s t year we convened a 

working- i n t . ere St.; owners; committee and -formed''"-'', a t e c h n i c a l 

^subcommittee t o study u n i t i z a t i o n • o f - t h e area f o r p o t e n t i a l 

gashing e c t i o n and pressure maintenance. We." s t a r t e d proceed­

ings w i t h the BLM as f a r as e s t a b l i s h i n g boundaries . f o r a 

Federal . e x p l o r a t i o n uni t ; arid also the c o i n c i d e n t -secondary 

recovery u n i t w i t h t h a t establishment', and although the cur­

r e n t o i l economy slowed AIS down a l i t t l e b i t , we s t i l l i n ­

tend to move forward wi thi .that l a t e r - t h i s year . „-.'" 

.>'•. Q Mr. Nikonchik, dp you-; have' the support of 

the other operators i n t h i s pool, f or . ' c o n t i n u a t i o n , of the 

320-acre. spacing, per we i l l and the minimum distance between 

w e l l s , those, requirements of the sp e c i a l rules? 

A . We have nothing i n w r i t i n g but during the 

Technical Committee meetings ah i n t e r e s t represented there 

approximated • some 80 t o ;90 . percent of the ; ownership w i t h i n 

t h i s - a r e a f o r . the most part.. 

":•'•-. "; •. . ' Spacing and", distances were discussed to 
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some degree and there was- .never any. o b j e c t i o n r a i s e d by any­

body .. to'the contrary.- Everybody i s comfortable with, t h a t 

development and t h i n k s i t / i s , " a p p r o p r i a t e . f o r the - continued 

development of t h i s .'field•. . ' 

• , Q' Based, upon the* subsequent i n f o r m a t i o n 

t h a t you-have studifed and examined, ;' do-:ybu'still'; as of t o - • 

day ,'have'; the-.same ^opinions w i t h regards, to the wel Is . pacing 

and. minimum' "distance between wel Is? ., * 

:'./' A . .. Yes, i do.; .. 

• :; -' Q. _ .- Let's t u r n t o E x h i b i t Number' Two then --

: ' . •; . A dkay. , : ;•. '. . 

Q - .;' -- andi ha've" you b r i n g the. Examiner up t o 

d^ite ' as t o what has occurred since t h e ' l a s t hearing, what 

the s i t u a t i o n i s .now, and s t a r t i n g with. E x h i b i t Number Two 

show us what' s' occurred. ' 

A Okay. • E x h i b i t Tv/o. i s an enlargement of 

the c e n t r a l area o f , t h e f r a c t u r e trend.. We would, I guess, 

want to i d e n t i f y t h i s more,. or consider i t more the sweet 

spot. This i s an area; where' we have been l u c k i e r and 

l u c k i e r , . I guess, t o encounter :the high capacity f r a c t u r e , 

system more.often. - s - ,., -. 

' ; . '•- - The; only well, w i t h i n t h i s ' area, a c t u a l l y 

there was a. couple of welIs t h a t — there's three new w e l l s 

that, were d r i l l e d since the l a s t " h e a r i n g , . There' was two 

.Champlin.wells up. to the north.'. ; I be l i e v e y o u ' l l see' those 

| 



on._ your •Exhibit One. ' They' are, " c i r c l e d I n - r e d . , • . 

;-''.-.' And then- down.in Section 13 we d r i 1 led ' 

",'Our 13-11' Wel 1 . i n the middle o£ l a s t summer". Arid t o back up 

and e s t a b l i s h a'point, when the f i e l d Was f i r s t discovered, 

or a c t u a l l y the f i r s t — -when the 11-16 Well was d r i l l e d , we 

took spme bottom hole s a m p l e s N o w , t h i s was at a p o i n t i n 

time when very l i t t l e production"had occurred from the 

f i e l d . A bottom hole sample. PBT analysis i n d i c a t e d a bubble 

p o i n t or'a s o l u t i o n g a s / o i l " r a t i o ,'of '340. We had under-sat­

urated o i l bubble p o i n t being about 103,7 pounds.- The pres.-

sure-'at./that- time was '10OjO or • 12.65 pounds 

X - . - - With, subsequent production from the f f a c -

- t u r e -trend.one would expect-the pressures t o d e c l i n e . I f 

. the pressures -were lowered below bubble p o i n t , you would ex­

pect f r e e ' gas breakout' and " subsequently higher g a s / o i l 

r a t i o s on a.producing w e l l . ' /;' ' "/•• -

'" . .. • • . ; When the 13-11. was .completed/last • year, 

i t s .'shut-in bottom hole pressures were 820 pounds. I t s pro-

• :ducing'-: gas/oil. -rat'i'o/was about 30.00-to-l. ~ ' ' 

',..•* From t h i s , / and yet i t was s t i l l . •— I 

; guess we IP'ed t h a t for, 20 b a r r e l s a/day .flowing. • From t h i s 

we concluded; t h a t , that.' 'particular. '. l o c a t i o n , had, been a f f e c t e d 

by-/ down, dip .production ••- i n - the way 'of, flowering ' r e s e r v o i r 

pressure.to -the p o i n t where i t very r a p i d l y went below bub­

ble- -point and s t a r t e d producing higher amounts•of gas. We 



1- take -this-as one s i g n i f i c a n t p o i n t of communication over a 

2 f a i r l y large distance. "in f a c t , from the 11-16 w e l l we're 

3 almost — a l m o s t a mile away from t h a t p o i n t there, which i s 

4 the nearest production p o i n t . '-..-; • • 

5 - •. As. you' ye. n o t i c e d i "have c i r c l e d t h i s 

area and ;have considered -this -''a 17-wel I , t y p i c a l area, here, 

for. development'. Anyway,. I've run some subsequent economics. 

8 I n . ther-e which ,we ' 11 g e t : t o at- the l a s t exhibit:. 

9 '."'.; ; \ ; • Also, I as" a r e s u l t of some of: the work we 

10 d i d i n the Technical-CommitteeV i t was obvious! to. everybody 

11 t h a t • i f - we.'re- .going'.fd" work ' towards i n s t a l l i n g a', presure 

12 maintenance,.;, program, that, conservation of r e s e r v o i r .energy 

13 may be important-;.and; to get a be t t e r ; handle on t h a t , I guess 

14r i n . - ;late.. .November of ! 85 Gary. .Williams .shut i n a l l of i t s 

15" producing; wel l s i n this!; area in'an. a t t e m p t t o s t a r t t h a t 

16 proceeding.. - . - -. * • ' . ' " 

' 7 , • As i t stands now,- we only have ten of our 

18 w e l l s t h a t are now producing. • The r e s t are shut i n . Of 

course,-, a l o t of t h a t i s ' due to the. c u r r e n t economy, " too, 

but but during t h a t time we' took the- o p p o r t u n i t y t o "run 

21 some i n t e r f erence t e s t - t y p e w i t h production rates.' 

22 ; --• - : Champlin Petrblewm.kept' most of" i t s w e l l s 

23. .producing d u r i n g ' t h a t time. I n p a r t i c u l a r I'd l i k e t o p o i n t 

out the 4.4-2 Wel 1,.. which, you' 11 see-in Section 2, being the 

1? 

20 

24 

25 southeast.southeast on your map. 
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; '.- • • ' - V- ' '. • ' • • '.' ' " • ' . - 24. • . 

, ' •' Other' wel I s , - key-wells -that we ' re going 

to get to are the two Section 12 wells being the 12r2 and 

• the 12-4, the ,12.-4 being, a- direct diagonal 40-acre offset or. 

a normal "'80-acre offset and if you would, you could turn to 

Exhibit Three, I'd like to explain what we have going .on 

: there.v; . ,•• ' ;"'•-." •""• ,' .' . •: 

" The lbwest curve here at the bottom i s 

the d a i l y production rates on. the Champlin Federal 44-2. 

During the months of October and November the dashed l i n e 

i n d i c a t e s '; the -..average d a i l y production f o r ' t h a t w e l l and 

I ' ve" drawn a decline through" t h a t . t o "'kind of give you the 

idea of what the trend was at t h a t time. : 

.• ,• P^ior %d -the.pnd of'. November the w e l l was 

producing- i n the- :

;15-to-20|-barrel a :day range'-. 

. : . . On, November 28th. i s when Gary Williams 

.shut i n a l l of I t s " producln^Vwells.-• The second <— the mid­

dle curves are th-e>-com.bi'n̂ d*'l;2r''2 and 12-4 Wells, t h a t run to 

a ' common battery," ; and the" upper curve. I s . ;the 11-16 Well, 

which i s again our best w e l l i n the f i e l d . 

'.'•;.. '" -The, l i k e I .say, a l l w e l l s were s h u t - i n . 

: Approximately seven days a f t e r t h a t the 

44-2 Well b u i l t from a r a t e of:, "say, 15 to 20 b a r r e l s a day, 

up t o a p p r o x i m a t e l y 35 barreis' per day, which was an i n ­

crease of some 15 to -20 b a r r e l s - o r ' production as a r e s u l t of 

s h u t t i n g i n our. w e l l s . i '•• - ;' 



2 

6 

V. • -": • 2 5 

1 •'. Approximately two weeks a f t e r the s h u t - i n 

period the --- one wel 1 was brought i n ; -7- brought on produc-

3 t i o n i n that' area of ours!, 'being-the 12-4, which i s the d i -

4 r e c t 80-acre o f f s e t . • ; - , ' .". '"• ' 

5 . • :- • • Seven ,| days l a t e r 'the production i n . the 

Champlin'wel1 dropped back to'tbe 20-barrei a day range. 

"-' :: Coincidentally> : t h e ' i2-2 was brought oh 

8 production,at. the same time. - -I.don' t b e l i e v e - t h a t t h a t was 

9 a d i r e c t , immediate a f f e c t of t h a t w e l l . I believe i t ' s the 

10 ' 7-day lag time, as you saw, when we shut.the w e l l s i n . 

11 . Again,' r i g h t around the 25th of December, 

12 - a l l wel l s ' were ..shut i n again and although'we''ve got' some 

13 pulse type e f f e c t s i n the r e s e r v o i r now, the Champlin w e l l . 

14 again s t a r t e d b u i l d i n g production .rates ".arid it--got as high 

15 as- 54 b a r r e l s per day there i n e a r l y January while we were 

16..- s t i l l s h u t ' i n . I n a general sense i t was t r y ing t o maintain 

17 t h a t 3 5 - b a r r e l a. day r a t e again.. '.,.: ' 

18 . : " ' - ' , C b m e around the f i r s t or second-week of 

January, ' both Section 12. w e l l s we're s t a r t e d together. As 

you can see, they;produced 150 b a r r e l s a day the f i r s t day 

19 

20 

.21 between them, and- again approximately 7- to, 8 days l a t e r the 

22 

24 

25 

Champlin w e l l again;, s t a r t ed , los ing / .p roduc t ion t o the 20-bar-? 

23 r e l ,a -day range. 

•• -A couple of more p o i n t s : • The 11-16 was 

sh u t . i n during t h i s e n t i r e time. At approximately. January 
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"16th the, :.l 1-16 was brought back on\production a t about 80-

to-90' b a r r e l s . per day .-. " '. . " "• ' 

'."'-.. " " '..'..'', The, 'a note I'd l i k e ; to make i s t h a t as 

the 1 w a s continued, t p be s h u t - i n , ..the 'combined produc­

t i o n between the 12-2 and1 12-4 got• c o n s t a n t l y higher. The 

s t a b i l i z e d ' ra.te p r i o r to s h u t - i n was about. 70 to 80. b a r r e l a 

day. ! t was 80 t o ; 90 during the f i r s t production p e r i o d , 

and' then.when they were .brought on i h early'.January, they 

peaked at 150. , .' •-- .' _ '. . • 

• : . ' - , When t h e y l 1^-16-was brought back on, both 

.'.combinedproduction, from the; 12 w e l l s went back to the 40 or 

50 b a r r e l s -a .'day .range.' ». I . take that' again -as. a ' production 

i n t e r f e r e n c e . ; "' '•'.:•• • ••-'•"..• 

",.'.'; •-; ' "/' l \ I believe t h a t f u r t h e r the 11-16 We 11 may 

have ; been responsible f b r a f f e c t i n g production - i n the Cham­

p l i n w e l l even f u r t h e r , as a t approximately'the end of Jan­

uary the Champlin w e l l dropped below 20 b a r r e l s a day, s t a r -

.fed making, • s i g n i f i c a n t amount's' pf water:.along w i t h i t s pro­

duction';. has. been- e r r a t i c ever since "most o f our w e l l s have 

been back - on. - ' '*';." - ; '. 

.';• . " From " {this- .1 can conclude; t h a t with- the 

density t h a t .-"we1 ve "̂gpt r i g h t now., we'are a f f e c t i n g — we can 

a f f e c t /production -vfrom .well, to,": well- i n t h a t we're not l o s i n g 

any' o i l /prpd.uc.tion bu£ . i t ' s . >ust'>-7 i t may be produced 

through wel l s t h a t . may or, may not be unnecessary'in ;part or 
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- i n whole. ''. • r • /'- '..•";'' .-..'.../:•' .' . . ' /- . 

'..'/- We've /got some, further, examples, E x h i b i t s 

'.- Let me ask'"you one. question about — . 

• A ' Okay. v. / /' : -.".'• 

'; -. " ..- Q , . :" '— about E x h i b i t Number Three. '. Can you 

. conclude.; or reach" the . opinion based "upon the production i n ­

terferenc e e f f e c t s '.that you see the e f f e c t s between or among 

w e l l s . t h a t are at lea s t 320 acres apart? 

/ • ./ •. A •;. -Yes, t h a t ' s very true,- and i n f a c t i f the, 

--. I 'guess , the 44-2 and. jthe .11-16 are ex a c t l y a. mile apart, 

and they.are on, you know, 320-acre p l o t s , and also the 12-4 

, i s , y.bu know, the next adjacent '320-acre p l o t . -

.'•.-'. Q . • •' ' You can conclude", then., "from examination 

of t h e ' i n t e r f e r e n c e e f f e c t s , , not/only . do." we see e f f e c t s be­

tween w e l l s t h a t are;40 and 80 acres apart but we also see 

'.effects between wel Is 16 0 and. 3 20-acre; spacing apart. 

- A' •}":.' That's correct". ' ' . : ' ; 

;' . ;-. -?. Q .. . - A l l r i g h t , ; - l e t ' s "turn to E x h i b i t Number 

Four and. have you i d e n t i f y "that e x h i b i t f o r us. • 

' A , . E x h i b i t . Four i s a w e l l decline' curve- on 

the Johnson 6-16- Well t h a t we operate. -That well , i s located 

i n t he dotted 17-well area as., the easternmost wel i over i n 

Township 20 North,/ .2. West,' '-It-'s -the southeast southeast' of. 

.'Section 6 . . -.'•'",' -• }.. .'. '.--"V/V •-..'" 
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,. v, -. '• , . T h i s w e l l was.; c o m p l e t e d i n . l a t e 1984 and. 

• brought. ori/'groductib^ti'n 'January,5 19 85'..- " ' ."•'. 

- • • ..':'.". . •' : I n preparing these 1 e x h i b i t s I made an as­

sumption t h a t a high capacity .well t h a t was s i g n i f i c a n t l y 

f a r enough' away -from the; other .production, . would probably 

• produce w i t h a somewhat •ipredJi;ctab:i'6
; .decline--,. f i g u r i n g t h a t 

i t - c o u l d not be affected-by-production from another source. 

• ' ' . - - . And i n t h i s case when we took - a look, at 

the decline on the,:6-l6 Wel 1, t h a t was very much- the case. 

The . decline has been very p r e d i c t a b l e over t h e - f i r s t 11 t o 

-12 • months'and except f o r the . s h u t - i n period i n January •— 

•December ,'• ?'85, and* January" of *86, i t ' s been almost — w e l l , ' 

i t ' s been.very p r e d i c t a b l e and i t ' s b a s i c a l l y recovered some 

• of the: production that. I t l o s t ' d u r i n g - t h e s h u t - i n period,, 

and,we ..feel t h a t t h i s e x t r a p o l a t i o n might;be considered as .'a 

; type curve -. f o r a .fractured r e s e r v o i r t h a t ' s unaffected by 

other producing w e l l s . ; 

.•',-.;', . Well, t o v e r i f y t h a t , I.wanted t o overlay 

t h i s curve-'on -some- other, jdecllhe curves and the next two ex­

h i b i t s :-- the next E x h i b i t Five' wl-11. show you t h i s same, ex­

act decline., curve, the same decline parameters, i n i t i a l de­

c l i n e .' r a t e , 'hyperbolic rate> or shape f a c t o r , and — and; the 

whole t h i n g . . ' ',.'' . , \ • ' , 

'"*."-. The top w e l l i s hte 11-16 Well, which 

again i s , l i k e I say, our best well., l a i d on from the p o i n t 



•where" , i t was allowed to;'reach, a maximum' production of 320 

b a r r e l s per•day>;which was a- c o n t r o l led- ,a.l i'owable i n Septem­

ber of '84.- - The, decline: has- p r e t t y much followed t h a t same 

trend. ': ' . :'" -• • ...J '- • ;: • • ..•'"•-. 

'}:\.*'r-, '•'-,.' Again, the' 11-16 Well i s i n the middle of 

t h i s trend.- I t i s the highest "capacity w e l l v/e have i n the 

f i e l d , • and I believe t h i s from-the" standpoint t h a t since i t 

i s the highest capacity w e l l , other w e l l s w i l l have a hard 

time a f f e c t i n g i t s d e c l i n e . 

. .. . • '- / On the ; other hand, ' the lower w e l l i s the 

.6-1-6 - r or 1.6-10 .Well, which i s - t h e extreme" westernmost well, 

i n this-^dashed. area. .Again i t . i s -a -high, capacity w e l l . I t 

.is far:enough away, / i t ' s a c t u a l l y over - - a l m o s t two miles 

"away from the 11-16 Well. I t ' s - d e c l i n e should be r e l a t i v e l y 

unaffected by other production, \ and such. i s the case. As 

you can See-, t h i s , decline'; also I s very .predictable and again 

I'd l i k e , to emphasize, t h i s i s the 'same,,, exact d e c l i n e . 

- '''•' The next Exhibit Six indicates- two of - - the 

many w e l l s t h a t have been a f f e c t e d by production from other 

w e l l s , I b e l l eve. : '•• - \ ' ' • "'•'''. 

,'//...;-;.' • The top 'well i s :the Sari I s i d r o .1-16. 

This i s -...again - tHe - same 1-16" as, r e f e r r e d , to e a r l i e r i n the 

southeast. southeast of Section 1., ; -

• ; . ' ; ., .- I n i t i a l l y , i n 1.984, when .the w e l l was 

brought on production, i t e x h i b i t e d again f o r approximately 



t. • s i x .to, e i g h t months the. same exact decline rate'. 

. 2 '• " . .' ' ' About .1985, . beginning .in ' 85 I s when the 

3- il-16'•had been producing.a high r a t e and the 6-16 came .on, 

'4' i t ' s. when a l o t of production- h i t — came on l i n e r i g h t i n 

. 5 the e a r l y 1985;. the Champlin 44^2'Well, also. 

6 .' - ....At. t h a t -time/production, from the 1-16 

7 .dropped ' s i g n i f i c a n t l y , as you. can see, and s t a r t e d t o bas-

8 i c a l l y reach an economic l i m i t . I n December o f .'85 'the wel1 

9 was,; shut .in f o r a period: of time. : I t has since recovered 

10 some of t h a t production rate.. I. a t t r i b u t e t h a t to the shut-

.IV. i n period.. . : As of yet i t has not. tended to decline again 

•12 from t h a t approximately-9-to-10 b a r r e l day r a t e . 

13; ; / ' ' ]Q - Let mej look' at the' San' l s i d r o Well , t h a t 

14 production r a t e , compared to what wel 1 d i d you .'say you 

15 thought had an Impact upon ! t h a t w e l l ' s production i n l a t e 

16 '85? '!. .'''.' ; ' '-. ' '*:. ; " . '• 

17 A •'- - . I t could'-have been.--, specif i c a l l y , i t ' s 

18 hard t o say "exactly ..which1' one may. "have- done'-that. . Obvious-

.19 ly./.:. from the e a r l y i n t e r f e r e n c e t e s t data w i t h the pressure 

20 gauge i n the hole the 11.-16 was -able, ' we. suspect, to a f f e c t 

21 pressure i n the 1-16. I 1 would therefore, assume t h a t the 1-

22 16 has'been a f f e c t e d i n some degree, by the li-16..-

23 ; .: . ' ' . . Maybe --

24 '. . Q ,;'. ,-' • Ahdj those ' are welis' t h a t are a mile apart 

25 aren' t '— ' •• 
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'A , Those are w e l l s .that ..are'a mile' apart, 

but maybe more importantly,-, the Section 2 — 2 we l l s also 

came on production i n l a t e -'84 or e a r l y -'.85,' and may have 

a c t u a l l y , because they're c l o s e r , been more responsible f o r 

a f f e c t i n g the decline on the 1-16, and again,, at the same 

time, the- 6-16 Well came ph, the--one t h a t ' s a mile t o the 

' .east, came on, also.. .. . •• - " . v' 

'It- could- be p'ne. o r a l l i n . combination 

t h a t is. affected.-; That's - very'.hard -to i d e n t i f y s p e c i f i c a l l y 

which wells-are -af f e c t i r i g . each- other ,-; other than-, the f a c t 

t h a t we have'• established "the /communication d i r e c t l y between 

. the,-44-2 Wel 1 and -the Section 2 - wel I s . ;';. • • . 

Q- . .- . We o f t e n '— •'•" ". 

. A -v The Section 12- we l i s . ' : 

••;.• -.- . Q : " We o f t e n see r e s e r v o i r engineers come i n 

•to'prove up spacing; by t a k i n g volumetric . c a l c u l a t i o n s , de-. 

"cl-ine curves, some/pressure i n f o r m a t i o n , "and; concluding' t h a t 

w e l i s ought to.be spaced on a given p a t t e r n . 

,- . / ' ; . Within t h a t kind of process, how would 

you equate the process t h a t your.company went through i n de­

termining production i n t e r f e r e n c e e f f e c t s between wells? 

A . .- .As f a r as'assessing.the. volumetric as-, 

pects, I r e a l l y s e r i o u s l y doubt whether there i s any way to. 

c a l c u l a t e ; v o l u m e t r i c a l l y jhow mUch o i l i s i n place i n a f r a c ­

tured r e s e r v o i r . You j u s t don't know where i t " goes, how 
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1 high i t i s , how wide i t i s . What we do know is' t h a t when a 

2. Weil encounters a s i g n i f i c a n t f r a c t u r e system, / i t ' s able t o 

3 make a s i g n i f i c a n t quantity of o i l ; I.e.". probably 100 bar-

4 'rels'a-day or more. When i t does not, u s u a l l y the we l l s IP 

.5 f o r much l e s s than 5.0 and;, decline very, very rapidly... 

^ '"'-,. -. ' Q ' . • '- .Are' you s a t i s f i e d as an; engineer t h a t the. 

7 u t i l i z a t i o n r o f the, i n t e r f e r e n c e e f f e c t s of production among 

8" wells. • . i s ' a .reiiable-.method i n which you are -confident, t h a t 

9 we can. then space those' wells"? ' V - / 

10 • ' A • I think, i n combination w i t h , some econo-

1.1". mi.cs that;' we 111 present n . I t h i n l c , ̂ yes/. vbry d e f i n i t e l y . 

12 -;. . '.Q -}' ' ' Let' s'" t u r n then;, to the, economics i f 

13 .-'you're: -ready- t6>.do-\that, "and<;lbpk at E x h i b i t Seven. .'.Is t h i s 

14 ' also; an e x h i b i t that" you ' ve prepared?'- - . '-. 

15 • - ..- -;;A ' '/";- ; Yes, i t i s . ' •- > ;7V:"/' . .-'/', • 

16 - , •' • ;.-,, Q ; .-*/:•.';• / '^ouj'd- you /describe, for' -.us A what.- the ecdno-

17; mic study t h a t you have .done concludes f o r you i n terms of 

18 wel 1 - spacing"? What' s your u l t i m a t e ' conclusion about the 

economic", e f f e c t s - of w e l l spacing f o r - t h i s : pool? 

2 0 - ̂  * A- ' . Sure.; I've got two points .in time t h a t , 

21 - I'-ve t r i e d t o evaluate .some economics here'. " Again I'm r e -

22 - ferring^"back. t o the 17-well area as an example, and i t ac-

23 t u a l l y i s a more o p t i m i s t i c example'. -; 

2 4' .';?:/; ;. V.''. "" Through the end of 1985 these w e l l s .have 

curried approximately 33-6 ,000 b a r r e l s of - o i l i n .combination. 25 



1 A f t e r t a k i n g i n t o account the average net royalty-, i n t e r e s t 

2 .and g i v i n g i t $25. 00 per b a r r e l of o l L as a sales p r i c e dur-

3-' ing t h a t period of timed,s e x t r a c t i n g production taxes, lease 
.»•,•'. - i • • • . • 

.' .. - i> • • . „ . . . . • 

4 operating ' expenses ,' you. end .up w i t h an- operating income . of 

.5; some $6-mi 11 ion..- Wel 1, those 17 wel Is at an average of 

$450,000: apiece have cos;tus" $7. 6-mi.llion. "\ We're s t i l l a 

7 m i l l i o n and h a l f d o l l a r s i n . the hole on these w e l l s . 

8 . ••' •' Now, granted we d i d not d r i l l them a l l as 

9 Gary .Williams. . -There are f i v e ; w e l I s i n there d r i l l e d by 

10 Champlin Petroleum, .but on . an. average as--, the operators , t h i s 

11 ; i s what we've seen. ; ; . •', -

12 / - • U l t i m a t e l y :we expect' these w e l l s t o cum 

13. approximately '520,000 b a r r e l s . Now some of the w e l l s are 

14 ' shut in-.and- probably w i l l not be r e a c t i v a t e d , so t h i s i s 

15,. from- a • lesser ,number of' w e l l s t h a t are going t o make t h i s 
l a s t , b i t of o i l , lout again a d j u s t i n g , for,, the average net 

16 

17 revenue i n t e r e s t , and again assuming a $25.00 a b a r r e l o i l 

18 

24 

p r i c e t o be c o n s i s t e n t i n the e v a l u a t i o n , .although we're on-

19 ' l y / g e t t i n g - $!1.50, a t the wellhead r i g h t now, we would • end up 

20 -with a .$10-1/2 . m i l l i o n sales revenues. Backing out expenses 

21 and "operating, and. taxes leaves • us/with $8.2 mill-ion income. 

2 f ' .Removing our':$7..6 million!/investment leaves, us w i t h a - h a l f a 

23- m i l l i o n / dol l a r p r o f i t at1: .probably Something less than a. 10 

percent r a t e of • return-. . /This I s marginal ly. economic at t h i s 

25 . -.point...;. 
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; . : D r i l l l n g \ w e l l s on closer spacing than we 

have:, we've, already seen" t h a t we.' can e f f e c t production on 

;the;'.spacing t h a t .we're a t . D r i l l i n g i t any closer would on­

l y enhance t h a t t o "the p o i n t where we w i l l be d r i l l i n g un-

' necessary•• wel Is and we b e l i e v e , though,'.-.that-each w e l l we 

d r i l l from here on teaches us more about the' r e s e r v o i r and 

we ' re hoping-that our s t a t i s t i c s ;wi 1-1. improve i n . - f i n d i n g the 

main f r a c t u r e system with; fewer wells-.. - Right now our suc­

cess r a t e . i s about 6 out of 17. I f we can make t h a t 1 out 

of 2, we t h i n k "we-can improve-'these economics.- -

.- . - We ' l i k e t o t h i n k t h a t . 320's give us 

enough l a t i t u d e to explore -for t h a t y e t at. the same, time 

minimize -the d r i l l i n g of ./unnecessary .wells'....'•.' "" ' • 

' ; Q were Exhibits:-Two' through Seven, prepared 

or compiled "under .ypur d i r e e t l b n and'supervision? 

A .. They were prepared by me. -..' 

' . -.'-; .: - - ]- MR. KELLAHIN: '.We move the i n ­

t r o d u c t i o n of E x h i b i t s Two through Seven.' 

/"" . \ :.'..•"•'. " -' MR. , CATANACH: E x h i b i t s Two 

through Seven w i l l be admitted i n t o evidence. 

- .: ': "./ '" ' "• • J . MR -KELLAHIN: That- concludes 

our - d i r e c t presentation-, Mr . Examiner . . • '•'.-



••• 1 V- ' r J:' ' • 35 • •.' ' " '• 
1 .- " CROSS. EXAMINATION '-. -- . . ' ' • . 

2 • BY MR. CATANACH: 

3 . Q •;. -Mr.- Nikonchik/"who; besides Gary Williams 

4 . i s an operator i n t h i s pool ? ' • ,' . .;.'•-' . ' . 

; 5 .. .. ' •' ; A', . " •. . Champlin Petroleum. -,; • 

6 '•'•'. •: - ' Q; .':': Is t h a t the only -other" operator ?. 

7 • '-.' / A . ,".-:: Of. any] consequence...i believe the .others 

8 -- D a v e t h e r e ' s nobody else producing, i s , t h e r e ? 

9 .. .1. 'think t h e -other w e l l s — we l l s d r i l l e d 

10 by Other operators, nonet- of' them' are a c t u a l l y , a c t i v e l y pro-

i i . duc.ing.. , .1 -think they've been te m p o r a r i l y abandoned or aban-

12 -doned.. - .- ' '. , - ' •' ' • "!•'• ' ". •' •'•'.: ':' . • . ••:'•'••'•'•' 13 ... - \ '. - v.-!-' ,, •': Is t h a t r i g h t ? , '- • '.-'",..,. 

14 .- '."'•; MR. DLOUHY: .Yes. 

15 '', ' :>:•'•••' \ A • ,'. " -. And •.Champlin operates • f i v e w e l l s . And I 

16 • be l i eve at; :.least 
.• • • t - " '•'. . ,' • • "'• 

one, of those i s shut, i n / , i f not two. 

17 ... And- to: your-knowledge Champlin Petroleum. 

18 doesn't -have' any bb'jectini to making/these,rules'permanent? 

19 • A . . .." •'; "Not at a l l . ' ''•• ' . •'*• 

20 '. • • •' .' Q ;. Have you by any.chance t a l k e d to our Dis-

21 • t r i c t people up i n Aztec about t h i s proposal? - ' -

22 . \ •; . A . \ .: . :What • '--as - f a r as — I'!m so r r y , which 

23 proposal? 

'' ' • • " . . . '••.'-'''.- • -.• ''• '••.'-.." • • • 24 ' '• .. Q - The proposal ;to . make the r u l e s permanent. 

25 ' I . have- not and I don' t knov/ t h a t anybody 

""*' ' V • . - ' ' ' 
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else has . r-.-̂  '- V/Y •" • '•: '••>,- •'•'•/'•<'. • "- • 

': Q •: You' re ; saying at" the cu r r e n t r a t e of suc­

cess : of these? w e l l s / that: i t ; ' s , uneconomical' t o have anything 

less" than i26-.kcre-^PSQi:t^s'Pis'" tftfe'i "correct? : 

.._'.'' ' -A • •: " yeah, t h a t ' s r i g h t . ' ."' /V • : - ' 

';-,;• • . ' .; -V •, . .MR. CATANACH: • I have no f u r ­

t her questions'of the witness. . • . . • • 

' . • '-, ..; Are ' there any other questions 

of this witness? . -, ' . •;••'•.' \ '/ ' • 

';';. • '•, ,'" /• I f not./ he may be excused. 

, . Is there anything f u r t h e r i n 

case 8030? , : •' •'• .• •• \ ';•".. ' '•• ; .." 

• V • -.'":•-. -."-. ' ' : " I f not,; i t : " w i l l be taken under 

"advisement. • ' •'" ' ."' "., '. ' ,'i ' -..'- ' '' ' 

. , •• • (Hearing concluded.) ' ,. ' 
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' / , ' . ' -. -I>, • SALLY ; W.' BOYD., C.S-.R. , DO ' HEREBY-

CERTIFY'that the. foregoing- .Transcript of Hearing before the 

O i l Conservation bivisloh,-;(Commission) .was reported by., me; 

t h a t , the said t r a n s c r i p t - l i s a f u l l , ' t r u e , 'and c o r r e c t record 

o f -the -.hearing,, prepared by me .to: thV, best of. my a b i l i t y . 

ftdfo hereby certify that the foregoing Is 
a complete record of the proceedings In 
the Ixaimifler hearina of Case No. c^HQ^ 
hear^ by me en A4a*? vM \$3t> * 

•\ Oil Conservation Division 


