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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

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

APPLICATION OF COLLINS & WARE, 
INC. 

CASE NO. 10,983 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

EXAMINER HEARING 

BEFORE: DAVID R. CATANACH, Hearing Examiner 

May 26, 1994 '! .. 8 'Gr: 

Santa Fe, New Mexico 

This matter came on f o r hearing before t h e O i l 

Conservation D i v i s i o n on Thursday, May 26, 1994, a t Morgan 

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

Santa Fe, New Mexico, before Steven T. Brenner, C e r t i f i e d 

Court Reporter No. 7 f o r the State of New Mexico. 

* * * 
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I N D E X 

May 26, 1994 
Examiner Hearing 
CASE NO. 10,983 

PAGE 
APPEARANCES 3 

APPLICANT'S WITNESSES: 

JAMES E. ORSETH 
D i r e c t Examination by Mr. Carr 4 
Examination by Examiner Catanach 13 

REPORTER'S CERTIFICATE 16 

* * * 

E X H I B I T S 

I d e n t i f i e d Admitted 
E x h i b i t 1 7 13 
E x h i b i t 2 8 13 
E x h i b i t 3 8 13 
E x h i b i t 4 9 13 

E x h i b i t 5 10 13 
E x h i b i t 6 10 13 
E x h i b i t 7 12 13 
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A P P E A R A N C E S 

FOR THE DIVISION: 

RAND L. CARROLL 
At t o r n e y a t Law 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

FOR THE APPLICANT: 

CAMPBELL, CARR, BERGE & SHERIDAN, P.A. 
Sui t e 1 - 110 N. Guadalupe 
P.O. Box 2208 
Santa Fe, New Mexico 87504-2208 
By: WILLIAM F. CARR 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

11:49 a.m.: 

EXAMINER CATANACH: At t h i s time we w i l l c a l l 

Case 10,983. 

MR. CARROLL: A p p l i c a t i o n of C o l l i n s and Ware, 

I n c . , f o r a h i g h - a n g l e / h o r i z o n t a l d i r e c t i o n a l d r i l l i n g 

p i l o t p r o j e c t , s p e c i a l o p e r a t i n g r u l e s t h e r e f o r , a 

nonstandard o i l p r o r a t i o n u n i t and a s p e c i a l p r o j e c t 

a l l o w a b l e , Eddy County, New Mexico. 

EXAMINER CATANACH: Are t h e r e appearances i n t h i s 

case? 

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

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

Berge and Sheridan. 

I represent C o l l i n s and Ware, I n c . , i n t h i s 

m atter, and I have one witness. 

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

Would you please swear i n the witness, Mr. 

C a r r o l l ? 

JAMES E. ORSETH. 

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. Would you s t a t e your name f o r the r e c o r d , please? 

CUMBRE COURT REPORTING 
(505) 984-2244 
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A. My name i s James Orseth. 

Q. And where do you reside? 

A. I re s i d e a t Midland, Texas. 

Q. By whom are you employed? 

A. I am employed by C o l l i n s and Ware. 

Q. And what i s your c u r r e n t p o s i t i o n w i t h C o l l i n s 

and Ware? 

A. I am v i c e p r e s i d e n t of op e r a t i o n s . 

Q. 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. No, s i r , I have not. 

Q. Could you review f o r Mr. Catanach your 

e d u c a t i o n a l background and work experience? 

A. I received a bachelor of science i n c i v i l 

e n g ineering i n 1969 from the U n i v e r s i t y of North Dakota. I 

have spent 25 years as a petroleum engineer working 

throughout the Permian Basin i n southeast New Mexico and 

Texas. 

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 f o r C o l l i n s and Ware? 

A. Yes, s i r , I am. 

Q. And are you f a m i l i a r w i t h the proposed w e l l and 

the s u b j e c t area? 

A. Yes, s i r , I am. 

MR. CARR: We tender Mr. Orseth as an expert 

CUMBRE COURT REPORTING 
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witness i n petroleum engineering. 

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

Q. (By Mr. Carr) I n i t i a l l y , would you summarize 

what C o l l i n s and Ware seeks w i t h t h i s A p p l i c a t i o n ? 

A. C o l l i n s and Ware seeks approval of a 

d i r e c t i o n a l l y d r i l l e d h o r i z o n t a l w e l l b o r e . 

We also request exceptions t o the Herradura Bend-

East Delaware Pool r u l e s t o permit exemptions from e x i s t i n g 

w e l l - l o c a t i o n requirements. I request t h a t we be r e q u i r e d 

only t o comply w i t h the r e s u l t s t h a t p r o v i d e f o r a setback 

from the outer boundary of the acreage t o be dedicated t o 

the w e l l . 

I also request exemptions from the acreage-

d e d i c a t i o n requirements t o permit d e d i c a t i o n of a d d i t i o n a l 

acreage t o the w e l l . 

I a l s o request exemptions from t h e o i l - w e l l -

a l l o w a b l e l i m i t a t i o n s t o permit an increased a l l o w a b l e 

based on the t o t a l acreage dedicated t o t h e w e l l . 

Q. Generally, what i s the reason f o r t h i s 

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

A. The reason i s t o extend the e x i s t i n g w e l l b o r e 

i n t o t he producing formation and increase p r o d u c t i o n . 

Q. And what r e s u l t s are you hoping t o obtain? 

A. We hope t o o b t a i n increased recoverable reserves, 

as w e l l as improved d e l i v e r a b i l i t y r a t e s . 

CUMBRE COURT REPORTING 
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Q. Let's go to Exhibit Number 1, your land map. 

Would you review t h i s exhibit for Mr. Catanach? 

A. E x h i b i t Number 1 i s a land p l a t showing where 

C o l l i n s and Ware acreage i s i n t h i s west h a l f of Section 

31. 

I t a l s o shows the e x i s t i n g v e r t i c a l w e l l b o r e 

l o c a t e d a t 2310 from the south l i n e and 3 30 from t h e west 

l i n e . 

I t a l s o shows the proposed bottomhole l o c a t i o n , 

t h a t being 1970 from the n o r t h l i n e and 330 from the west 

l i n e . 

Q. O f f s e t t i n g ownership i s also i n d i c a t e d on t h i s 

e x h i b i t , i s i t not? 

A. O f f s e t t i n g operators' ownership i s a l s o on t h i s 

land p l a t . 

Q. And the only development on th e t r a c t we're 

t a l k i n g about today i s the v e r t i c a l w e l l b o r e which you 

propose t o re - e n t e r and d r i l l h o r i z o n t a l l y ? 

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

Q. And what i s the s t a t u s , Mr. Orseth, of t h e 

acreage you propose t o dedicate t o t h i s w e l l ? 

A. The acreage t h a t I propose t o dedicate t o i t w i l l 

be t h e two 40-acre p r o r a t i o n u n i t s t h a t w i l l be i n t e r s e c t e d 

by the h o r i z o n t a l w e l l b o r e . 

Q. And i s the ownership, both working i n t e r e s t and 

CUMBRE COURT REPORTING 
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r o y a l t y i n t e r e s t , common throughout t h i s 80-acre t r a c t ? 

A. Yes, s i r , we have both common r o y a l t y i n t e r e s t 

and working i n t e r e s t on our west h a l f of 31. 

Q. Could you describe g e n e r a l l y t h e c h a r a c t e r i s t i c s 

of t h e s u b j e c t formation? 

A. The subject f o r m a t i o n i s the basal Brushy Canyon. 

I t i s a fine-grade sandstone. 

Q. Let's go t o E x h i b i t Number 2, your s t r u c t u r e map. 

Would you review t h i s f o r the Examiner, please? 

A. E x h i b i t Number 2 represents a s t r u c t u r e map t h a t 

i s mapped on the top of the C o l l i n s Sand w i t h i n t h e basal 

Brushy zone. 

I t represents our wel l b o r e being on t h e eastern 

f l a n k of t h a t s t r u c t u r e , and t h a t the h o r i z o n t a l w e l l b o r e 

w i l l be b a s i c a l l y on s t r i k e w i t h the s t r u c t u r e . 

Q. I t ' s b a s i c a l l y f l a t i n t h i s area, i s i t not? 

A. That i s c o r r e c t . We do not a n t i c i p a t e g a i n i n g 

any s t r u c t u r a l advantage, s i g n i f i c a n t s t r u c t u r a l advantage. 

Q. A l l r i g h t . Let's go t o E x h i b i t Number 3. W i l l 

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

A. E x h i b i t Number 3 i s an isopach map r e p r e s e n t i n g 

the sand thickness f o r the C o l l i n s sand. 

Y o u ' l l n o t i c e on the heading i n the bottom of the 

e x h i b i t t h a t there's two numbers represented by each w e l l 

represented on t h i s map. The f i r s t number represents the 

CUMBRE COURT REPORTING 
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gross t h i c k n e s s of the sand, and I ' l l p o i n t out t h a t i t 

ranges from the low side o f 88 on up t o t h e h i g h s i d e o f 

174 . 

The second number represents the net pay and sand 

t h i c k n e s s , t h a t being g r e a t e r than a 14-percent p o r o s i t y 

c u t o f f . 

Q. I n the area which i s the s u b j e c t o f t h i s 

A p p l i c a t i o n , do you have s u f f i c i e n t t h i c k n e s s t o warrant t o 

attempt a h o r i z o n t a l wellbore? 

A. Yes, s i r , we a n t i c i p a t e t o be able t o c o n t r o l the 

b i t w i t h i n a t e n - f o o t v e r t i c a l t o l e r a n c e . 

Q. And so you should have no problem m a i n t a i n i n g 

your p o s i t i o n w i t h i n the formation? 

A. Not w i t h i n the 80 t o 100 f e e t of a n t i c i p a t e d sand 

t h i c k n e s s . 

Q. Mr. Orseth, t h i s e x h i b i t also c o n t a i n s a t r a c e 

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

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

Q. I s t h a t your next e x h i b i t ? 

A. The next e x h i b i t i s a s t r a t i g r a p h i c c r o s s -

s e c t i o n . 

Q. That's E x h i b i t Number 4? 

A. E x h i b i t Number 4. That t r a c e i s represented on 

the isopach map. I t ' s a west-to-east c r o s s - s e c t i o n w i t h 

the s u b j e c t w e l l b o r e t h a t we operate being on the r i g h t -
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(505) 984-2244 



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 

10 

s i d e o f the c r o s s - s e c t i o n , and i t shows t h e gross 

t h i c k n e s s , as we mentioned on the isopach, as w e l l as th e 

net pay c u t o f f represented i n red. 

Q. Can you i d e n t i f y f o r Mr. Catanach what has been 

marked C o l l i n s and Ware E x h i b i t Number 5? 

A. C o l l i n s and Ware E x h i b i t Number 5 i s a w e l l b o r e 

schematic r e p r e s e n t i n g the e x i s t i n g v e r t i c a l w e l l b o r e , 

showing the casing t h a t ' s i n t h a t w e l l and where i t ' s sets 

the v a r i o u s depths. We have 5 1/2 casing s e t a t 6500 f e e t . 

Q. And what i s the top of the cement i n t h i s w e l l ? 

A. The top of the cement on the e x i s t i n g w e l l i s a t 

4145. 

Q. Let's move on t o E x h i b i t Number 6, and I ' d ask 

you, using t h i s e x h i b i t , t o review f o r t h e Examiner t h e 

d e t a i l s of how you a c t u a l l y propose t o h o r i z o n t a l l y d r i l l 

t h i s w e l l . 

A. Okay, E x h i b i t Number 6 represents a schematic 

showing the proposed work. 

The f i r s t a c t i o n t h a t w i l l take place w i l l be a 

cement squeeze j o b t o squeeze o f f the e x i s t i n g 

p e r f o r a t i o n s , from 6104 t o 6310. 

We w i l l then cut a 50-foot m i l l s e c t i o n , removing 

the 5-1/2-inch casing from 5050 t o 6100 f e e t . 

At t h a t p o i n t we w i l l set a k i c k o f f p l u g , w e ' l l 

cement, w e ' l l dress i t o f f t o 6065. 
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We w i l l go i n the hole w i t h a s h o r t - r a d i u s - a n g l e -

b u i l d i n g downhole motor and b u i l d the curve w i t h a r a d i u s 

of c u r v a t u r e of 50 f e e t . 

At t h a t p o i n t we w i l l be 90 degrees h o r i z o n t a l , 

and we w i l l attempt t o d r i l l 1000 f e e t l a t e r a l l y i n a 

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

Q. Have you used a s h o r t - r a d i u s t o o l i n the past? 

A. Yes, s i r , we have. We have s u c c e s s f u l l y used the 

s h o r t - r a d i u s d r i l l i n g technique. 

Q. As you d r i l l the h o r i z o n t a l p o r t i o n of t h i s hole, 

w i l l t he w e l l remain set back from the outer boundary of 

the dedicated acreage a t l e a s t the 330 f e e t t h a t are 

r e q u i r e d by the pool rules? 

A. Yes, s i r . 

Q. What area do you a c t u a l l y a n t i c i p a t e t o be 

dra i n e d by t h i s w e ll? 

A. We a n t i c i p a t e t o d r a i n the two 4 0-acre p r o r a t i o n 

u n i t s f o r a t o t a l of 80-acre p r o r a t i o n . 

Q. And you're seeking an allowable f o r t h e w e l l 

equal t o the sum of those two 40-acre allowables? 

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

Q. Do you expect t h e r e w i l l be any excess drainage 

from o f f s e t t i n g t r a c t s ? 

A. No, s i r , we do not expect t h a t . 

Q. Are you able t o a n t i c i p a t e what the producing 
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l i f e o f t h i s w e l l should be? 

A. We a n t i c i p a t e the producing l i f e t o be 

approximately 2 0 years. 

Q. Does the dedicated acreage c o n t a i n f e d e r a l lands? 

A. Yes, s i r , i t does. 

Q. Have you reviewed t h i s proposal w i t h the Bureau 

of Land Management? 

A. Yes, we have, and they have no o b j e c t i o n s . 

Q. At the conclusion of the d r i l l i n g , w i l l you run a 

d i r e c t i o n a l survey on the we l l ? 

A. Yes, s i r , we w i l l . 

Q. And w i l l t h a t be provided t o the O i l Conservation 

D i v i s i o n ? 

A. Yes, s i r , i t w i l l . 

Q. Has n o t i c e of t h i s A p p l i c a t i o n and he a r i n g been 

provid e d t o o f f s e t t i n g owners, as r e q u i r e d by O i l 

Conservation D i v i s i o n rules? 

A. Notice has been provided t o the o f f s e t operators. 

Q. And i s E x h i b i t Number 7 an a f f i d a v i t c o n f i r m i n g 

t h a t t h a t n o t i c e has been provided? 

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

Q. Mr. Orseth, i n your o p i n i o n w i l l t h e g r a n t i n g of 

t h i s 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 hydrocarbons t h a t otherwise w i l l not be 

recovered? 
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A. Yes, s i r , t h a t i s our b e l i e f . 

Q. Wil l approval of the Application otherwise be i n 

the best i n t e r e s t of conservation, the p r e v e n t i o n of waste 

and t h e 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 . 

Q. Were E x h i b i t s 1 through 7 e i t h e r prepared by you 

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

A. Yes, s i r , they were. 

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

the admission i n t o evidence of C o l l i n s and Ware E x h i b i t s 1 

through 7. 

EXAMINER CATANACH: E x h i b i t s 1 through 7 w i l l be 

admitted i n t o evidence. 

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

examination of Mr. Orseth. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Orseth, what i s the c u r r e n t s t a t u s of t h i s 

proposed well? 

A. This w e l l i s c u r r e n t l y producing. I t s c u r r e n t 

producing r a t e i s about 25 b a r r e l s of o i l a day. 

Q. Do you seek t o enhance the producing r a t e o f t h i s 

w e l l ? 

A. Yes, I a n t i c i p a t e t h a t we may get as much a f o u r -

or f i v e - f o l d increase i n d a i l y producing r a t e s . 
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Q. I s the — The t a r g e t zone, i s t h a t simply t h e 

C o l l i n s sand? 

A. That i s c o r r e c t . As you've noted on th e cross-

s e c t i o n , t h e r e are other producing sands i n t h e area. We 

f e e l l i k e the C o l l i n s sand has the consistency and 

u n i f o r m i t y across t h a t area t h a t we can e f f e c t i v e l y stay 

w i t h i n t h a t sandbody. 

Q. The d i r e c t i o n of the h o r i z o n t a l d r i l l i n g i s based 

upon t r y i n g t o get i n t o t he t h i c k e r p o r t i o n o f the 

r e s e r v o i r ? 

A. That i s c o r r e c t , as noted on the isopach. 

Q. I s t h a t the sole geologic reason? 

A. No, the second i s more of an engineering reason. 

The C o l l i n s sand i s somewhat low p e r m e a b i l i t y , and what 

we're l o o k i n g f o r i s t o increase the drainage by extending 

the w e l l b o r e i n the sand. 

Q. I s t h i s sand f r a c t u r e d a t a l l ? 

A. I t i s not f r a c t u r e d i n i t s n a t u r a l s t a t e , but a 

f r a c treatment had been put on the zone p r i o r t o — w e l l , 

on the i n i t i a l completion. 

Q. Would C o l l i n s and Ware run a survey t o determine 

the l o c a t i o n of the wellbore a t the k i c k o f f p o i n t ? 

A. Yes, s i r , w e ' l l run a complete g y r o i n c l i n a t i o n 

survey on the e x i s t i n g v e r t i c a l hole before we commence 

o p e r a t i o n . 
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Q. Okay, and you don't u t i l i z e a survey w h i l e 

d r i l l i n g type of — 

A. Yes, s i r , w e ' l l have an MWD i n the h o l e and the 

s t e e r i n g t o o l , and w e ' l l know a t a l l times what d i r e c t i o n 

t h a t we are going. 

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

an y t h i n g e l s e , Mr. Carr. 

MR. CARR: We have no t h i n g f u r t h e r i n t h i s case, 

Mr. Catanach. 

EXAMINER CATANACH: Okay. There being n o t h i n g 

f u r t h e r i n t h i s case, Case 10,983 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

12:04 p.m.) 

* * * 
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