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This matter came on f o r hearing before t h e New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, November 11th, 2 001, a t the 

New Mexico Energy, Minerals and Nat u r a l Resources 

Department, 12 2 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 a t 

10:22 a.m.: 

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

12,743, which i s the A p p l i c a t i o n of Texaco E x p l o r a t i o n and 

Production, Incorporated, f o r an unorthodox subsurface gas 

w e l l l o c a t i o n and an exception t o D i v i s i o n Rule 104.D ( 3 ) , 

Lea County, New Mexico. 

C a l l f o r appearances. 

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 Holland and 

Hart, L.L.P. We represent Texaco E x p l o r a t i o n and 

Production, I n c . , and I have two witnesses. 

EXAMINER CATANACH: Any a d d i t i o n a l appearances? 

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

in? 

(Thereupon, the witnesses were sworn.) 

CHARLES R. WOLLE, 

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 re c o r d , please? 

A. Charles R. Wolle, W-o-l-l-e. 

Q. Where do you reside? 

A. Midland, Texas. 
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Q. By whom are you employed? 

A. I'm employed by Texaco E x p l o r a t i o n and 

Production, Inc. 

Q. Mr. Wolle, have you p r e v i o u s l y t e s t i f i e d before 

t h i s D i v i s i o n ? 

A. Yes, I have. 

Q. At the time of t h a t testimony were your 

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. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d on 

behalf of Texaco i n t h i s case? 

A. I am. 

Q. Are you f a m i l i a r w i t h Texaco's proposal t o 

simultaneously dedicate two Abo gas w e l l s i n a 160-acre 

spacing u n i t i n Section 12? 

A. Yes, I am. 

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) Would you i n i t i a l l y summarize f o r 

Mr. Catanach what i t i s t h a t Texaco seeks w i t h t h i s 

A p p l i c a t i o n ? 

A. We seek a u t h o r i z a t i o n t o recomplete our CH. Weir 

"A" Well Number 7, which i s located 1985 f e e t from the 

STEVEN T. BRENNER, CCR 
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south l i n e and 660 f e e t from the west l i n e of Section 12, 

Township 2 0 South, Range 3 7 East, i n Lea County, i n t o t he 

Skaggs-Abo Gas Pool by k i c k i n g o f f i n a no r t h e r n d i r e c t i o n 

and d r i l l i n g h o r i z o n t a l l y an approximate distance of 1645 

f e e t w i t h i n an e x i s t i n g nonstandard 160-acre gas spacing 

u n i t , such t h a t the r e s u l t i n g producing area extends t o 

w i t h i n 330 f e e t from the northern boundary of t h i s u n i t . 

We also seek a u t h o r i z a t i o n t o simultaneously 

dedicate t h i s nonstandard spacing u n i t i n the Skaggs-Abo 

pool t o the CH. Weir "A" Well Number 7 and t o t h e e x i s t i n g 

CH. Weir "A" Well Number 14, which i s l o c a t e d a t a 

standard gas w e l l l o c a t i o n 1980 f e e t from the south l i n e 

and 1815 f e e t from the west l i n e of Section 12. 

Q. Mr. Wolle, what r u l e s govern the development of 

the Abo formation i n t h i s area? 

A. They're governed by the General Rules of the 

D i v i s i o n , Rule 104.C These w e l l s provide f o r a 160-acre 

spacing u n i t w i t h w e l l s located 660 f e e t from t h e outer 

boundary of the dedicated u n i t . 

Q. Now, you i n d i c a t e d there was p r e v i o u s l y approved 

a nonstandard spacing u n i t i n the Abo formation? 

A. Yes, s i r . 

Q. And could you provide i n f o r m a t i o n on t h a t , 

please? 

A. The nonstandard spacing u n i t , comprised of the 
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south h a l f of the northwest quarter and the n o r t h h a l f of 

the southwest quar t e r , was approved by D i v i s i o n Order 

Number R-7179, Case Number 7761, i n January 5 t h , 1983. 

Q. You have 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. Let's go t o what has been marked f o r 

i d e n t i f i c a t i o n as Texaco E x h i b i t Number 1. Would you 

i d e n t i f y t h i s and review i t , please? 

A. This i s an o r i e n t a t i o n map of the area t h a t we're 

l o o k i n g a t . The Texaco-operated acreage i s h i g h l i g h t e d i n 

yellow. The p r o r a t i o n u n i t t h a t I j u s t spoke of has the 

dark boundary around i t . 

The w e l l s t h a t are shown on t h i s map are only the 

w e l l s t h a t were d r i l l e d t o a depth of 6800 f e e t and below. 

The s i x w e l l s t h a t have large c i r c l e s around them are w e l l s 

t h a t are now producing or have i n the past produced from 

the Abo formation. 

Q. I f we look at t h i s map, f i r s t of a l l , what i s 

shaded i n yellow? 

A. That i s the Texaco-operated acreage. 

Q. And there are also contours on t h i s ; i t ' s a 

s t r u c t u r e map. W i l l those be reviewed by a l a t e r witness? 

A. They w i l l be reviewed by a g e o l o g i c a l witness, 

yes, s i r . 
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Q. I f we look at the s e c t i o n i n questio n , we have 

how many spacing u n i t s i n t h a t section? 

A. There are four spacing u n i t s . 

Q. And would you i d e n t i f y them, please? 

A. Yes, s i r , the spacing u n i t t h a t I've p r e v i o u s l y 

referenced, and immediately t o the east of t h a t i s another 

160-acre spacing u n i t . The n o r t h h a l f of the n o r t h h a l f of 

the s e c t i o n i s a 160-acre spacing u n i t t h a t Conoco had an 

Abo w e l l on, and the south h a l f of the south h a l f of the 

se c t i o n i s a 160-acre spacing u n i t t h a t i s operated by 

Texaco where we have an a c t i v e Abo producing w e l l . 

Q. That's 100-percent Texaco? 

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

Q. I f we go t o the n o r t h h a l f of the n o r t h h a l f , 

t h a t i s the Conoco u n i t 

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

Q. You're seeking f o r the bottomhole l o c a t i o n t o be 

330 f e e t from the n o r t h l i n e of your spacing u n i t , 

encroaching on Conoco; i s t h a t r i g h t ? 

A. Yes, s i r . 

Q. Their Abo w e l l i n the n o r t h h a l f , n o r t h h a l f , 

produced from a l o c a t i o n 330 f e e t o f f t h a t common boundary 

w i t h the Texaco property t o the south; i s t h a t c o r r e c t ? 

A. Yes, s i r , t h e i r w e l l was loc a t e d 990 f e e t from 

the n o r t h l i n e of the se c t i o n . 
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Q. I s E x h i b i t Number 2 a copy of the a d m i n i s t r a t i v e 

a p p l i c a t i o n t h a t was f i l e d i n t h i s case? 

A. Yes, i t i s . 

Q. And attached t o t h a t are copies of the n o t i c e 

l e t t e r s t h a t were provided of t h i s hearing, and r e t u r n 

r e c e i p t s ? 

A. That i s c o r r e c t . 

Q. The o r i g i n a l n o t i f i c a t i o n t o the p a r t i e s provided 

i n f o r m a t i o n on the l o c a t i o n and the bottomhole l o c a t i o n of 

the w e l l , d i d they not? 

A. Yes, t h a t i s c o r r e c t . 

Q. Now, i f we look at E x h i b i t Number 1, i s the 

ownership i n the 160 spacing u n i t t o the east of the 

sub j e c t spacing u n i t common w i t h the ownership i n the 

spacing u n i t t h a t ' s the subject of t h i s hearing? 

A. That i s c o r r e c t . 

Q. I f we go south you've got 100 percent Texaco? 

A. That i s c o r r e c t . 

Q. I f we go t o the west you have a spacing u n i t . I s 

the ownership common i n t h a t Texaco-operated spacing u n i t ? 

A. There's a d i f f e r e n c e i n ownership i n the east 

h a l f of Section 11. 

Q. And who i s the a d d i t i o n a l i n t e r e s t owner i n t h a t 

p r o p e r t y , who are they? 

A. Geodyne has an i n t e r e s t i n t h a t which, as i t 
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t u r n s out, i s the same i n t e r e s t t h a t Geodyne has i n the 

p r o r a t i o n u n i t t h a t we're discussing. And also i n t h e east 

h a l f of Section 11, OXY has an i n t e r e s t i n t h a t . 

Q. As t o Geodyne, have they agreed t o p a r t i c i p a t e i n 

the r e - e n t r y and h o r i z o n t a l d r i l l i n g of t h i s w e l l ? 

A. Yes, s i r , they have. 

Q. OXY has the i n t e r e s t i n the east h a l f of Section 

11. Have they been n o t i f i e d of t h i s hearing and t h e 

proposal? 

A. Yes, they have been n o t i f i e d . 

Q. And the wellbore t h a t we're t a l k i n g about r e ­

e n t e r i n g i s a standard setback from the east h a l f of 

Section 11, i s i t not? 

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

Q. So i n terms of the n o t i c e requirements, we have 

provided n o t i c e as re q u i r e d by the D i v i s i o n Rules t o the 

a f f e c t e d working i n t e r e s t owners i n those Texaco-operated 

spacing u n i t s t h a t o f f s e t the pr o p e r t y where the ownership 

i s d i f f e r e n t ? 

A. That's c o r r e c t , we have. 

Q. i s E x h i b i t — And then t h a t n o t i c e i s set f o r t h 

i n E x h i b i t Number 2; i s t h a t c o r r e c t ? 

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

Q. Let's go now t o the engineering p o r t i o n of t h i s 

case, and I would ask you t o r e f e r t o what has been marked 

STEVEN T. BRENNER, CCR 
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as E x h i b i t Number 3, i d e n t i f y t h a t and review i t f o r Mr. 

Catanach. 

A. E x h i b i t Number 3 shows i n f o r m a t i o n on the s i x 

w e l l s t h a t show up on the map as having produced i n the 

Skaggs-Abo Gas Pool i n the v i c i n i t y of the CH. Weir "A" 

Number 7. The t a b u l a t i o n gives the l o c a t i o n , t he operator, 

the date of f i r s t and l a s t p r oduction, cumulative 

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

As you w i l l see, th e r e are only two w e l l s t h a t 

are c u r r e n t l y s t i l l producing, the CH. Weir "A" Number 14, 

which i s i n the p r o r a t i o n u n i t t h a t we're d i s c u s s i n g , and 

also the M.B. Weir "B" Number 11, which i s i n the p r o r a t i o n 

u n i t t o the south. Each of those i s on Texaco-operated 

acreage. 

Q. A l l r i g h t . The next e x h i b i t i s a group of 

pr o d u c t i o n p l o t s . Would you i d e n t i f y t h a t e x h i b i t and 

review the i n f o r m a t i o n on those p l o t s f o r Mr. Catanach? 

A. Yes, these are our production p l o t s f o r the s i x 

Abo w e l l s t h a t have produced. The f i r s t one i s t h e CH. 

Weir "A" Number 14. I t was completed i n 1983, c u r r e n t l y 

producing about 3 00 MCF a day. A very small amount of o i l 

i s associated w i t h t h a t . I t has a cumulative p r o d u c t i o n of 

about 2.7 BCF, and over the past ten years or so i t ' s got a 

d e c l i n e r a t e of about 5 percent per year. And a t t h a t 

d e c l i n e r a t e i t w i l l reach an economic l i m i t i n about the 
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year 2 040. 

Q. And t h i s i s the c u r r e n t producing w e l l on the 

spacing u n i t which i s the subject of t h i s hearing? 

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

Q. A l l r i g h t , l e t ' s go t o the next p r o d u c t i o n p l o t . 

A. The next p l o t i s the M.B. Weir "B" Number 11, 

which again i s i n the spacing u n i t t o the south. I t was 

d r i l l e d i n 1986. 

I t ' s c u r r e n t l y producing about 18 0 MCF a day, 

w i t h a d e c l i n e r a t e of about 10 percent over the past 10 

years. And i t w i l l reach i t s economic l i m i t somewhere i n 

the range of year 2020. 

Q. And what are the other p l o t s i ncluded i n the 

e x h i b i t ? 

A. The other p l o t s are the w e l l s t h a t have 

p r e v i o u s l y produced i n the Skaggs-Abo Pool i n t h i s area, 

and showing t h e i r cumulative production. 

Conoco 1s Skaggs "B" Com Number 7 had a cum of 

j u s t over a b i l l i o n cubic f e e t . 

The CH. Weir "B" Number 10, i t ' s also c u r r e n t l y 

i n a c t i v e and i t has a cum of about j u s t under 200 m i l l i o n 

cubic f e e t . 

The CH. Weir "A" Number 12, which i s t o the east 

of the p r o r a t i o n u n i t , i s shut i n . I t had a cum of about 

h a l f a b i l l i o n cubic f e e t . 
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And there's a well to the south, the L.R. Kershaw 

Number 12 t h a t produced f o r a very s h o r t p e r i o d of time and 

had a cum of about 169 m i l l i o n cubic f e e t of gas. 

A l l of these w e l l s e i t h e r have or had d u r i n g 

t h e i r producing l i v e s s i m i l a r d e c l i n e r a t e s . There's 

not h i n g s i g n i f i c a n t l y d i f f e r e n t . And again, the only two 

t h a t are s t i l l c u r r e n t l y producing are the CH. Weir "A" 

Number 14 and the M.B. Weir "B" Number 11, both of which 

are Texaco w e l l s . 

Q. When was the Number 14 w e l l d r i l l e d ? 

A. The Number 14 was d r i l l e d i n 1983. 

Q. And the Number 11? 

A. 1986. 

Q. And how f a r apart are those wells? 

A. Those are abut 1320 f e e t apart. 

Q. I s there any evidence of any i n t e r f e r e n c e between 

these two wells? 

A. No, s i r , the i n i t i a l productions were s i m i l a r , 

the d e c l i n e r a t e s are a l i t t l e b i t d i f f e r e n t but they've 

both been very c o n s i s t e n t . 

We don't see any i n d i c a t i o n of i n t e r f e r e n c e being 

noted i n e i t h e r of these w e l l s . 

Q. And the i n f o r m a t i o n you have on t h i s r e s e r v o i r , 

i n t he w e l l s i n t h i s area, do you see any evidence of any 

i n t e r f e r e n c e having occurred between any of these wells? 
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A. No, s i r , we do not. 

Q. I f we go now t o the w e l l , the Number 7 w e l l t h a t 

you're requesting a u t h o r i z a t i o n t o re- e n t e r and 

h o r i z o n t a l l y d r i l l , what i s the c u r r e n t s t a t u s of t h a t 

w e l l ? 

A. That w e l l was a Drinkard producer. I t ' s 

c u r r e n t l y shut i n . 

Q. Any chance t h a t i t would ever be r e t u r n e d t o 

pro d u c t i o n i n the Drinkard? 

A. I t was j u s t a marginal producer. I t became 

uneconomic, so I would not a n t i c i p a t e t h a t being the case. 

Q. I f we look a t t h i s i n f o r m a t i o n on the two w e l l s 

t h a t you hope t o have producing from the Abo on t h i s 

spacing u n i t , do you have an opinion on whether or not the 

Well Number 14 can e f f e c t i v e l y d r a i n the Abo on the east 

h a l f of t h i s spacing u n i t ? 

A. On the east h a l f or the west h a l f of the spacing 

u n i t ? 

Q. I'm so r r y , on the west h a l f . 

A. I don't believe i t w i l l . I t h i n k by v i r t u e of 

the f a c t t h a t we're not seeing any i n d i c a t i o n of 

i n t e r f e r e n c e between the Number 14 w e l l and the Number 11 

w e l l t o the south, and w i t h t h e i r spacing, I t h i n k t h a t 

i n d i c a t e s t h a t we're not e f f e c t i v e l y d r a i n i n g t h a t e n t i r e 

p r o r a t i o n u n i t . 

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 

15 

Q. Could you summarize f o r Mr. Catanach the 

conclusions you've reached and the reasons t h a t Texaco i s 

seeking a u t h o r i z a t i o n t o put t h i s second w e l l on t h i s 

spacing u n i t ? 

A. There are several reasons f o r t h i s . One, we have 

a v i a b l e wellbore t h a t we can u t i l i z e . We have t o w a i t 

u n t i l the e x i s t i n g w e l l t h a t ' s producing on t h a t p r o r a t i o n 

u n i t reaches i t s economic l i m i t . We're t a l k i n g about a 

plus or minus 30-year remaining l i f e . 

I f we want t o use the Number 7 w e l l a t some time 

i n t he f u t u r e , we'd have t o keep t h i s w e l l i n a t e m p o r a r i l y 

abandoned s t a t u s longer than i s normally p e r m i t t e d . We 

don't f e e l the reserves i n the west h a l f of the p r o r a t i o n 

u n i t are being drained by the e x i s t i n g producer t h e r e , so 

we t h i n k we can recover a d d i t i o n a l reserves from t h i s 

p r o r a t i o n u n i t by the d r i l l i n g of the a d d i t i o n a l h o r i z o n t a l 

w e l l i n Number 7. 

Q. I f you're not allowed t o d r i l l t he h o r i z o n t a l 

w e l l i n the west h a l f of t h i s spacing u n i t , i n your o p i n i o n 

w i l l reserves be l e f t i n the ground t h a t w i l l never be 

recovered? 

A. T h e y ' l l e i t h e r be l e f t i n the ground or d e f e r r e d 

t o some date w e l l i n t o the f u t u r e . 

Q. I n your opinion would d e n i a l of the A p p l i c a t i o n 

r e s u l t i n the waste of hydrocarbons? 
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A. Yes, s i r . 

Q. W i l l approval of the A p p l i c a t i o n otherwise be i n 

the best i n t e r e s t of conservation 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 ? 

A. Yes, i t w i l l . 

Q. W i l l Texaco c a l l a g e o l o g i c a l witness t o review 

t h a t t e c h n i c a l p o r t i o n of t h i s A p p l i c a t i o n ? 

A. Yes, s i r . 

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

A. Yes, they were. 

Q. — 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'd move 

the admission i n t o evidence of Texaco 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. Wolle. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Wolle, the Number 14 w e l l — 

A. Yes, s i r . 

Q. - - i s one of the b e t t e r producing w e l l s i n terms 

o f , I guess, c u r r e n t production, obviously, and cumulative 

production? 
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A. Yes, i t has the highest cumulative p r o d u c t i o n . 

Q. Have you done any drainage c a l c u l a t i o n s f o r t h a t 

w e l l ? 

A. No, I have not. The Abo out here i s a s e r i e s of 

t h i n i n t e r v a l s of va r y i n g q u a l i t y , and i t ' s d i f f i c u l t t o 

determine what i s e f f e c t i v e pay and what i s not e f f e c t i v e 

pay. So t h a t makes i t p r e t t y d i f f i c u l t t o determine a 

drainage area. 

The f a c t t h a t we have w e l l s t h a t are about 13 2 0 

f e e t a p a r t , our Well Number 14, Well Number 11, and the 

w e l l s t o the northeast and then Conoco's w e l l t o the n o r t h 

a t a spacing of 1320 f e e t i n d i c a t e t h a t we do have, I 

guess, c o n t i n u i t y , but i t ' s d i f f i c u l t t o t e l l how much i s 

equ i v a l e n t pay. 

Q. Now, when you say you haven't seen any 

i n t e r f e r e n c e between these w e l l s , what e x a c t l y are you 

t a l k i n g about, Mr. Wolle? 

A. Looking a t the performance of p a r t i c u l a r l y Well 

Number 14, which was d r i l l e d i n 1983, and when Well Number 

11, immediately t o the south of i t , came on, t h e r e was not 

any s i g n i f i c a n t change i n i t s producing c h a r a c t e r i s t i c s , 

i n d i c a t i n g t h a t — we have not seen any i n d i c a t i o n of 

i n t e r f e r e n c e since t h a t time. 

Both of the w e l l s i n i t i a l l y produced h a l f a 

m i l l i o n t o a m i l l i o n cubic f e e t a day, and we d i d not see 
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anything t o i n d i c a t e t h a t other w e l l s came on, t h e r e i s a 

r e d u c t i o n i n production from other w e l l s . 

Q. Okay, besides the Number 14 and 11, have you 

looked a t other w e l l s t o see i f t h e r e was any i n t e r f e r e n c e ? 

A. Yes, nothing seems t o show up t o i n d i c a t e t h a t . 

Q. Now, the Number 7 w e l l has never been t e s t e d i n 

the Abo f o r m a t i o n , r i g h t ? 

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

Q. But you've probably looked a t the logs f o r t h a t 

w e l l and determined t h a t i t ' s p o t e n t i a l l y productive? 

A. I t ' s not deep enough. 

Q. Oh, okay. 

A. I t j u s t goes t o the Drinkard. 

Q. Got you. So you're going t o have t o d r i l l 

deeper. And what's the reason f o r the h o r i z o n t a l d r i l l i n g ? 

A. We've had some success i n other places i n Lea 

County d r i l l i n g h o r i z o n t a l w e l l s i n the Abo t o contact more 

of the r e s e r v o i r and connect f r a c t u r e s t h a t may be present, 

so we t h i n k we can do a b e t t e r j o b w i t h a h o r i z o n t a l w e l l 

by c o n t a c t i n g more of the r e s e r v o i r , than we can w i t h 

simply another v e r t i c a l w e l l . 

Also, we w i l l get i n t o the n o r t h e r n p a r t of t h a t 

p r o r a t i o n u n i t , i f you would, and b e t t e r d r a i n the reserves 

t h a t are i n t h a t area of the u n i t . 

Q. The w e l l i n Section 11 i s no longer producing; i s 
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t h a t c o r r e c t ? 

A. That's c o r r e c t , yes, s i r . 

Q. And the w e l l , the Conoco w e l l , i n the n o r t h h a l f 

of Section 12 i s no longer producing? 

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

Q. Are those w e l l s e s s e n t i a l l y depleted, i n your 

opinion? 

A. Yes, s i r . The Conoco w e l l was shut i n back i n 

199 6, and the w e l l i n Section 11 was shut i n l a s t year. 

Q. Okay, the Conoco w e l l was shut i n i n 1996? 

A. 1996, yes, s i r . 

Q. The w e l l i n 11 was shut i n l a s t year? 

A. Yes, s i r . 

Q. Aside from the area you've shown here, i s t h e r e a 

l a r g e r area t h a t encompasses the Skaggs-Abo Gas Pool? 

A. There are other w e l l s i n t h a t p o o l , and I don't 

have any i n f o r m a t i o n on those. I was focusing on the area 

i n question, yes, s i r . 

Q. Where i s t h i s i n r e l a t i o n t o the p o o l , t o the 

l a r g e r pool? 

A. I t h i n k those w e l l s are t o the southwest, but I'm 

not c e r t a i n of t h a t . 

Q. Okay. Do you have any idea how much you might be 

able t o recover by recompleting the Number 7 w e l l ? 

A. Based on the performance of the other w e l l s t h a t 
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have produced or are producing, I ' d a n t i c i p a t e i n the — 

h a l f a b i l l i o n cubic f e e t up. 

There's q u i t e a variance i n the cumulative 

p r o d u c t i o n from those w e l l s , but I t h i n k t h a t i s a 

reasonable expectation. 

Q. Now, t h a t ' s based on what, the Number 10 wel l ? 

What i t recovered, or — or what are you basing t h a t on? 

A. Okay. Looking a t Number 14, the Number 11, the 

Number 12 w e l l and the Conoco w e l l up t o the n o r t h , Number 

11 i s a r e l a t i v e l y low r a t e -- or, excuse me, a low cum. 

The others are much higher. 

Q. That's considerably lower than — Well, t h a t ' s 

about h a l f of what some of these w e l l s recovered? Some of 

these w e l l s are around the 1 BCF recovery? 

A. Conoco 1s w e l l was about a BCF. Our Number 14 i s 

about 2.7 BCF, and our M.B. Weir "B" Number 11 t o the south 

i s 1.8 BCF, and our Weir "A" Number 12 i s r i g h t a t h a l f a 

b i l l i o n . 

Q. Okay. And i t ' s your o p i n i o n t h a t those reserves 

are probably not going t o be recovered by the 14 we l l ? 

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

EXAMINER CATANACH: Okay, I have no f u r t h e r 

questions. 

MR. CARR: At t h i s time, Mr. Catanach, we c a l l 

Mr. V i l l a l o b o s . 
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JOE VILLALOBOS, 

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 EX7AMINATION 

BY MR. CARR: 

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

A. My name i s Joe V i l l a l o b o s . 

Q. Mr. V i l l a l o b o s , where do you reside? 

A. I res i d e i n Midland, Texas. 

Q. By whom are you employed? 

A. I'm employed by Texaco E x p l o r a t i o n and 

Production, Incorporated. 

Q. And what i s your p o s i t i o n w i t h Texaco? 

A. I'm a g e o l o g i s t w i t h Texaco i n Midland, working 

the New Mexico p o r t i o n of the Central Basin P l a t f o r m . 

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. No, s i r , I have not. 

Q. Could you review your educational background f o r 

Mr. Catanach? 

A. Yes, s i r . I have a bachelor's of science from 

the U n i v e r s i t y of Texas a t El Paso. 

Q. And when d i d you receive your degree? 

A. I received my degree i n geology i n 1981. 

Q. And since t h a t time f o r whom have you worked? 
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A. I s t a r t e d working w i t h Getty Production back i n 

1981. 1984 we merged w i t h Texaco, and I've been working 

the Permian Basin mid-continent f o r the l a s t 20 years. 

Q. Are you f a m i l i a r w i t h the A p p l i c a t i o n f i l e d i n 

t h i s case on behalf of Texaco? 

A. Yes, s i r , I am. 

Q. And are you f a m i l i a r w i t h the area which i s the 

subj e c t of t h i s A p p l i c a t i o n ? 

A. Yes, s i r , I am. 

Q. Have you made a g e o l o g i c a l study of the area 

which i s involved i n t h i s case? 

A. Yes, s i r , I have. 

Q. And are you prepared t o share the r e s u l t s of t h a t 

work w i t h the Examiner? 

A. Yes, I am. 

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) Let's r e f e r i n i t i a l l y back t o 

E x h i b i t Number 1, the s t r u c t u r e map, and I would ask you t o 

review the g e o l o g i c a l i n f o r m a t i o n t h a t i s shown on t h i s 

e x h i b i t . 

A. Yes, s i r . What we have here i s a s t r u c t u r a l map 

on the top of the Abo, which i s found a t approximately 6900 

f e e t i n t h i s area. This i s the Skaggs-Abo Pool, l o c a t e d 
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about f i v e miles southeast of Monument, New Mexico. 

And b a s i c a l l y what t h i s s t r u c t u r e on t o p of the 

Abo shows i s an a n t i c l i n a l f e a t u r e w i t h about 90 f e e t of 

s t r u c t u r a l closure. And our s t r a t e g y , b a s i c a l l y , w i t h 

going a f t e r the Abo i s t o complete w i t h an open-hole type 

of method which we t h i n k i s more b e n e f i c i a l , as w e l l as t o 

apply h o r i z o n t a l technology t o i n t e r s e c t as many f r a c t u r e s 

w i t h i n the Abo formation as p o s s i b l e . We t h i n k t h a t on the 

c r e s t of t h i s s t r u c t u r e , we t h i n k w e ' l l have f r a c t u r i n g 

i n v o l v e d w i t h our Abo formation. 

Q. And when you do your h o r i z o n t a l d r i l l i n g , you're 

using an open-hole completion? 

A. That's c o r r e c t , yes, s i r . 

Q. Let's go t o E x h i b i t Number 5, the A-A' cross-

s e c t i o n . There's a t r a c e f o r the cross-sections on E x h i b i t 

Number 1, i s there not? 

A. Yes, s i r , there i s , i t ' s A-A', l a b e l e d r i g h t on 

the map. I t ' s south t o n o r t h . 

Q. Okay, l e t ' s go t o t h a t c r o s s - s e c t i o n . I ' d ask 

you t o review the i n f o r m a t i o n on t h a t e x h i b i t f o r the 

Examiner. 

A. Yes, s i r . B a s i c a l l y what we have here i s a 

s t r u c t u r a l c ross-section w i t h a minus 3500 f e e t subsea 

datum. The top of the Abo i s roughly between 6900 and 6950 

here. B a s i c a l l y what I'm t r y i n g t o show w i t h t h i s cross-
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s e c t i o n i s the c o n t i n u i t y of the Abo f o r m a t i o n . 

I'm also t r y i n g t o show the he t e r o g e n e i t y t h a t i s 

i n v o l v e d w i t h the Abo formation, a l o t of clean d o l o m i t i c 

s t r i n g e r s w i t h 6- t o 10-percent p o r o s i t y , as w e l l as a l o t 

of t i g h t , o r g a n i c - r i c h s i l t s t o n e s and shales interbedded 

throughout the 600 t o 700 f o o t of Abo f o r m a t i o n . 

Another t h i n g t h a t I want t o p o i n t out on t h i s 

map i s the c a l i p e r . You can see i n j u s t about a l l of the 

w e l l s the e r r a t i c nature of the c a l i p e r , j u s t going back 

and f o r t h . While d r i l l i n g i n some of the w e l l s close by 

we've seen a l o t of torque i n our b i t . And other w e l l s , 

the sonic i n d i c a t e s what we t h i n k i s f r a c t u r i n g . 

And i n t h i s cross-section s p e c i f i c a l l y , we t h i n k 

t h i s c a l i p e r i s i n d i c a t i n g f r a c t u r i n g on the c r e s t of t h i s 

Skaggs-Abo Pool. 

Q. With t h a t f r a c t u r i n g you, i n f a c t , have a very 

good candidate f o r using the technology you've been 

employing i n the Abo, and t h a t i s w i t h the open-hole 

h o r i z o n t a l wellbore t o i n t e r s e c t as much of the r e s e r v o i r 

as possible? 

A. That's c o r r e c t , t h i s w i l l be the f i f t h time we 

apply t h i s technology i n the Central Basin P l a t f o r m i n New 

Mexico, and we t h i n k t h i s h o r i z o n t a l l a t e r a l w i l l i n t e r s e c t 

a l o t of heterogeneity, a l o t of d i f f e r e n t type of pay, as 

w e l l as encounter more f r a c t u r i n g . 
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Q. Mr. V i l l a l o b o s , l e t ' s go now t o E x h i b i t Number 6, 

cr o s s - s e c t i o n B-B1, the east-west c r o s s - s e c t i o n . What does 

t h i s show you? 

A. B a s i c a l l y a l l I wanted t o show here was — This 

i s B-B1, and i t ' s b a s i c a l l y a west-to-east c r o s s - s e c t i o n . 

And b a s i c a l l y a l l I'm t r y i n g t o show here i s the c o n t i n u i t y 

of t he Abo formation across the area of i n t e r e s t . 

Q. What i s E x h i b i t Number 7? 

A. E x h i b i t Number 7 i s a w e l l path provided by our 

d i r e c t i o n a l d r i l l e r , and i t b a s i c a l l y shows what we i n t e n d 

t o do. We'll d r i l l about ten f e e t below the Dri n k a r d and 

encounter the Abo, and then we're j u s t going t o k i c k o f f a 

l a t e r a l and h o p e f u l l y i n t e r s e c t as much pay as p o s s i b l e , as 

w e l l as get i n t o some nice f r a c t u r e d i n t e r v a l s . 

True v e r t i c a l depth i s about 7600 f e e t , which i s 

the lowermost p a r t of the pay w i t h i n the Abo. 

Q. And y o u ' l l k i c k o f f i n a n o r t h e r l y d i r e c t i o n and 

go about how f a r , do you th i n k ? 

A. Our t a r g e t i s t o go approximately 1645 f e e t i n a 

n o r t h e r l y d i r e c t i o n . 

Q. What conclusions can you reach from your 

g e o l o g i c a l study of t h i s area? 

A. The conclusions t h a t I've reached based on my 

g e o l o g i c a l study i s t h a t the Abo formation i s continuous, 

i t ' s a heterogeneous r e s e r v o i r , we b e l i e v e t h e r e w i l l be 
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f r a c t u r i n g on the c r e s t of the s t r u c t u r e , and i t ' s a 

continuous zone across the area where we t h i n k our 

h o r i z o n t a l technology as w e l l as our open-hole completion 

method w i l l a l l o w us t o make a commercial w e l l here. 

Q. I n your op i n i o n , i s the a d d i t i o n a l w e l l necessary 

t o e f f e c t i v e l y produce the Abo reserves under t h i s spacing 

u n i t i n the west h a l f of Section 12? 

A. Yes. 

Q. I n your op i n i o n , w i l l approval of the A p p l i c a t i o n 

and the d r i l l i n g of t h i s w e l l r e s u l t i n the recovery of 

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

A. Yes, i t w i l l . 

Q. Would use of t h i s wellbore v o i d t he need f o r 

d r i l l i n g an a d d i t i o n a l or an unnecessary w e l l a t a l a t e r 

time? 

A. Yes, I t h i n k i t w i l l , yes. 

Q. And otherwise w i l l the approval of the 

A p p l i c a t i o n be i n the best i n t e r e s t of conservation, the 

pre 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 ? 

A. Yes, s i r , I t h i n k i t w i l l . 

Q. Were E x h i b i t s 5 through 7 prepared by you? 

A. Yes, s i r , they were. 

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

admission i n t o evidence of Texaco E x h i b i t s 5 through 7. 
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EXAMINER CATANACH: E x h i b i t s 5 through 7 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. V i l l a l o b o s . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. V i l l a l o b o s , the Abo i n t h i s area — the 

produced i n t e r v a l s w i t h i n the Abo, t h e r e are sev e r a l 

d i f f e r e n t producing i n t e r v a l s ? 

A. Yes, s i r , t h a t i s my t h i n k i n g . I t h i n k i n the 

past people have focused on the clean d o l o m i t i c p a r t w i t h i n 

the top 200 f e e t . I believe the lowermost 400 f e e t have 

pay as w e l l , based on — This w i l l be the e i g h t h w e l l where 

we've t a r g e t e d the Abo i n t h i s area t h a t I've been i n v o l v e d 

w i t h . 

We've run FMIs, we've run sonic lo g s , and I 

be l i e v e t h a t the lowermost p a r t of the Abo has t h i n — and 

I'm t a l k i n g one- t o t w o - f e e t - t h i c k i n t e r v a l s t h a t have o i l , 

based on t h i s FMI, these FMIs — we've run a couple — as 

w e l l as the mudlogs t h a t we've had i n these e i g h t w e l l s 

we've d r i l l e d here. 

Q. Well, was the Number 14 w e l l — 

A. Yes, s i r . 

Q. — was i t j u s t p e r f o r a t e d i n the upper p o r t i o n of 

the Abo? 
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A. For the most p a r t , yes, s i r . I f you look on 

cr o s s - s e c t i o n A-A*, t h a t darkened i n t e r v a l , maybe seven, 

e i g h t f e e t t h i c k , h i g h - p o r o s i t y s t r i n g e r , t h a t ' s what the 

focus was i n the 1970s, 1980s when they were going a f t e r 

the Abo, e a r l y 1980s. 

Q. So t h a t w e l l was never p e r f o r a t e d i n t h e lower 

p o r t i o n of the Abo? 

A. Yes, i t was — 

Q. Oh, i t was? 

A. — i t was, i t was. 

Q. So e v e n t u a l l y they came back i n and t r i e d t o — 

A. And commingled w i t h t h i s — I don't t h i n k 

commingled i s the r i g h t word, but added t h i s upper Abo pay. 

The d i f f i c u l t y w i t h the Abo i s , when we run cement through 

i t we j u s t have done a very poor j o b . We've run sev e r a l 

cement bond logs. The cement i s always i n the porous 

i n t e r v a l s , and then the shaly, organic s i l t s t o n e s don't 

have nothing behind i t . So t r y i n g t o f r a c , we don't know 

where those f r a c s are going. 

So the t h i n k i n g here i s t o d r i l l t o the top of 

the — d r i l l through the Abo, run g r a v e l , run sand, p r o t e c t 

our f o r m a t i o n from cement and j u s t t r y a c i d and keep the 

f r a c t u r e s and the pay r e l a t i v e l y pure. 

Q. Why i s i t necessary t o take the h o r i z o n t a l 

p o r t i o n of t h a t wellbore a l l the way as f a r n o r t h as you 
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p l a n t o take i t ? That's only going t o be 330 f e e t , I 

understand, from the boundary of t h a t spacing u n i t ? 

A. Yes, s i r . 

Q. Why i s t h a t necessary? Why couldn't you go t o a 

l e g a l 660 setback? 

A. We have a wellbore design path i n place t o j u s t 

go 660, i f t h a t ' s a l l we are r e q u i r e d . What I d i d when I 

d i d my s t u d i e s , I no t i c e d several w e l l s c l o s e r than 660 t o 

those lease l i n e s , and I thought i t was something t h a t we 

could also do. I knew we would be a t the Commission f o r a 

simultaneous d e d i c a t i o n hearing, so we thought we'd attempt 

i t . 

Also when we design, or when we propose our 

wel l b o r e designs, I give myself some leeway, even though 

the technology has come a long way. Sometimes we encounter 

problems and we don't get a l l the way where we should, 

t h i n g s get expensive. I l i k e t o design a l i t t l e b i t longer 

than what I t h i n k f o r cost purposes, and I als o l i k e t o 

gi v e myself some leeway — I f we've encountered a l o t of 

pay as we get t o wellbore number f o u r , and I t h i n k there's 

a d d i t i o n a l r i s k going deeper, I w i l l stop i t s h o r t . 

So I give myself leeway. We were going t o be a t 

the Commission, so I thought I ' d go 330, based on the 

Conoco w e l l and the Number 10 w e l l . But — 

Q. So there's not r e a l l y a r e a l geologic reason why 
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you need t o take i t t h a t far? 

A. That's c o r r e c t , and we're prepared t o not go as 

f a r . 

EXAMINER CATANACH: Okay, I t h i n k t h a t ' s a l l I 

have, Mr. Carr. 

MR. CARR: That concludes our p r e s e n t a t i o n i n 

t h i s case. 

EXAMINER CATANACH: Okay, t h e r e being n o t h i n g 

f u r t h e r i n t h i s case, Case 12,743 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

10:57 a.m.) 

* * * 
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