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1 P R O C E E D I N G S 

2 HEARING EXAMINER: C a l l the hearing back t o order 

3 and at t h i s time c a l l Case 10096. 

4 MR. STOVALL: A p p l i c a t i o n of Texaco Producing, I n c . 

5 f o r an unorthodox o i l w e l l l o c a t i o n , Lea County, New Mexico. 

6 HEARING EXAMINER: Are the r e appearances i n t h i s 

7 case? 

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

9 W i l l i a m F. Carr w i t h the law f i r m Campbell & Black, P.A. of 

10 Santa Fe. We represent Texaco i n t h i s case. 

11 At t h i s time I would request t h a t the d i v i s i o n also 

12 c a l l Case 10097. I t also involves an unorthodox o i l w e l l 

13 l o c a t i o n . They o f f s e t one another and the testimony w i l l be 

14 i d e n t i c a l . 

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

16 10097. 

17 MR. STOVALL: A p p l i c a t i o n of Texaco Producing, I n c . 

18 f o r unorthodox o i l w e l l l o c a t i o n , Lea County, New Mexico. 

19 HEARING EXAMINER: Are there any other appearances 

20 i n e i t h e r one of these cases? 

21 MR. CARR: Mr. Examiner, I have one witness. 

22 HEARING EXAMINER: Okay. Witness please stand t o be 

23 sworn i n . 

2 4 WILLIAM N. PHILLIPS, 

25 the witness h e r e i n , a f t e r having been f i r s t duly sworn upon h i s 

CUMBRE COURT REPORTING 
(505)984-2244 



5 

1 oath, was examined and t e s t i f i e d as f o l l o w s : 

2 EXAMINATION 

3 BY MR. CARR: 

4 Q. W i l l you s t a t e your f u l l name and place of 

5 residence. 

6 A. My name i s W i l l i a m N. P h i l l i p s , Midland, Texas. 

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

8 A. Texaco U.S.A. I am a r e s e r v o i r supervisor. 

9 Q. Have you p r e v i o u s l y t e s t i f i e d b efore the New Mexico 

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

11 A. No, I have n o t . 

12 Q. Would you review your educational background and 

13 then b r i e f l y summarize your work experience f o r Mr. Catanach. 

14 A. I graduated from Texas Tech U n i v e r s i t y i n 19 81 w i t h 

15 a degree i n petroleum engineering. I was employed by Texaco a t 

16 t h a t time and have had a broad range of experience: two years 

17 as a pro d u c t i o n engineer, one year as a d r i l l i n g foreman, 

18 approximately f i v e years as a r e s e r v o i r engineer, and most 

19 r e c e n t l y as a team leader of a r e s e r v o i r management group. 

20 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 s f i l e d i n t h i s 

21 case on behalf of Texaco? 

22 A. Yes, I am. 

23 Q. Are you f a m i l i a r w i t h the proposed wells? 

2 4 A. Yes, I am. 

2 5 Q. Are you aiso f a m i l i a r w i t h the Texaco D o l l a r h i d e 
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1 Drinkard u n i t ? 

2 A. Yes, I am. 

3 MR. CARR: We tender Mr. P h i l l i p s as an expert 

4 witness i n petroleum engineering. 

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

6 Q. (BY MR. CARR) Mr. P h i l l i p s , would you b r i e f l y s t a t e 

7 what Texaco seeks w i t h these a p p l i c a t i o n s . 

8 A. We seek two unorthodox l o c a t i o n s very close t o the 

9 s t a t e l i n e of Texas and New Mexico. We have been o f f s e t 

10 d r i l l e d by the o p e r a t o r i n Texas, Unocal, i n t h e i r D o l l a r h i d e 

11 C l e a r f o r k u n i t . To p r o t e c t our c o r r e l a t i v e r i g h t s and t o 

12 prevent waste we seek approval of these two a p p l i c a t i o n s . 

13 Q. And what pool w i l l these w e l l s be completed? 

14 A. The D o l l a r h i d e Tubb-Drinkard. 

15 Q. They are i n the D o l l a r h i d e Drinkard u n i t ? 

16 A. Yes. I t ' s a w a t e r f l o o d u n i t . 

17 Q. And the o f f s e t t i n g u n i t on the Texas side of the 

18 l i n e also a w a t e r f l o o d u n i t ? 

19 A. Yes, i t i s . 

2 0 (Thereupon, E x h i b i t A was 

21 marked f o r i d e n t i f i c a t i o n . ) 

22 Q. Could you r e f e r t o what has been marked as E x h i b i t 

23 A, i t ' s a la r g e e x h i b i t , f o r the Examiner. I d e n t i f y t h i s and 

24 j u s t b r i e f l y review what t h i s shows. 

25 A. Yes. That's a la r g e base map of the Cl e a r f o r k or 
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1 Drinkard f i e l d s i n the s t a t e l i n e area. The l i n e n o r t h - s o u t h 

2 i s the Texas-New Mexico l i n e . 

3 Q. And t h i s shows the boundaries of the West 

4 Drinkard -- or West D o l l a r h i d e Drinkard u n i t which i s operated 

5 by Texaco? 

6 A. Yes, i t does. 

7 Q. And then on the Texas side of the l i n e we have the 

8 D o l l a r h i d e C l e a r f o r k u n i t which i s a Unocal operated u n i t ? 

9 A. Yes. 

10 Q. I s the C l e a r f o r k the Texas name f o r the Devonian --

11 or the Drinkard formation? 

12 A. Yes, i t i s . 

13 Q. Also shown i s the l o c a t i o n of the OXY North 

14 D o l l a r h i d e u n i t ? 

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

16 Q. And then the w e l l s i n t h i s area are also depicted on 

17 the e x h i b i t . 

18 A. Yes, the C l e a r f o r k w e l l s or Drinkard w e l l s . 

19 Q. Are there any s p e c i a l pool r u l e s i n e f f e c t i n t h i s 

20 area? 

21 A. No. 

22 Q. So we're l o o k i n g a t 40-acre o i l w e l l s spacing? 

23 A. Standard, yes. 

24 Q. What i s the primary producing i n t e r v a l , the Drinkard 

2 5 or the Tubb? 
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1 A. The Dri n k a r d . 

2 Q. And you s t a t e d , I b e l i e v e , you might j u s t review 

3 e x a c t l y why you are seeking these p a r t i c u l a r unorthodox w e l l 

4 l o c a t i o n s . 

5 A. We have been o f f s e t d r i l l e d approximately 100 f e e t 

6 from the s t a t e l i n e i n Texas by Unocal. And we seek t o balance 

7 the p a t t e r n s and c a r r y t h e i r f i v e spot p a t t e r n across i n t o New 

8 Mexico. 

9 (Thereupon, E x h i b i t B was 

10 marked f o r i d e n t i f i c a t i o n . ) 

11 Q. Could you i d e n t i f y E x h i b i t B, which I be l i e v e i s a 

12 s t r u c t u r e map. 

13 A. Yes. I b e l i e v e t h a t ' s the top of the Tubb i n t e r v a l . 

14 And i t shows t h a t the for m a t i o n i s continuous across the e n t i r e 

15 f i e l d . 

16 Q. And are the proposed two unorthodox l o c a t i o n s 

17 i n d i c a t e d on t h i s e x h i b i t ? 

18 A. Yes. I b e l i e v e you have two green dots t h e r e . 

19 (Thereupon, E x h i b i t C and 11 

20 were marked f o r i d e n t i f i c a t i o n . ) 

21 Q. Now, a t t h i s time, Mr. P h i l l i p s , I would l i k e you t o 

22 r e f e r t o the l a r g e e x h i b i t , E x h i b i t Number C. I be l i e v e t h i s 

23 i s very s i m i l a r t o a smaller e x h i b i t which i s E x h i b i t No. 11 i n 

24 the 8 1/2 by 11 e x h i b i t s t h a t are c l i p p e d together. And 

25 b a s i c a l l y r e f e r r i n g t o those two e x h i b i t s I would l i k e you t o 
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1 e x p l a i n t o the Examiner what t h i s d e t a i l e d map i s designed t o 

2 show. 

3 A. Yes. This i s a d e t a i l of the s t a t e l i n e area where 

4 we propose t o d r i l l the two w e l l s , No. I l l and 112. The la r g e 

5 map t h a t i s posted i s w i t h the footage c a l l s , and i t a l s o shows 

6 the two o f f s e t t i n g Unocal d r i l l e d w e l l s . And the small d e t a i l 

7 map which i s E x h i b i t No. 11 i n your packet f u r t h e r i d e n t i f i e s 

8 the u n i t operators and the s t a t e s . 

9 Q. How close t o the u n i t and s t a t e l i n e are the two 

10 w e l l s which Texaco i s seeking approval? 

11 A. I b e l i e v e they are bot h 130 f e e t from the s t a t e 

12 l i n e s . 

13 Q. Do you happen t o know the distance from t h a t common 

14 boundary of the Unocal wells? 

15 A. I b e l i e v e they are approximately 100 f e e t . 

16 Q. They are shown on E x h i b i t C? 

17 A. Yes. 

18 Q. What i s the basic spacing p a t t e r n t h a t has been 

19 u t i l i z e d by Unocal i n developing i t s C l e a r f o r k u n i t ? 

20 A. They have reduced from 40 acres t o 20 acres, and 

21 have seen a pr o d u c t i o n increase t h a t i n d i c a t e s they are 

22 recovering unrecoverable o i l t h a t would have been l e f t i n the 

23 ground under 40-acre w e l l spacing. 

24 (Thereupon, E x h i b i t 1 was 

25 marked f o r i d e n t i f i c a t i o n . ) 
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1 Q. Mr. P h i l l i p s , l e t ' s now go to the smaller e x h i b i t s . 

2 I ' d ask you t o r e f e r t o what has been marked Texaco E x h i b i t 

3 Mo. 1. Would you i d e n t i f y t h i s f o r the Examiner, then e x p l a i n 

4 what t h i s e x h i b i t i s designed to show. 

5 A. Yes. The two o u t l i n e s on the l e f t i s the West 

6 D o l l a r h i d e Drinkard u n i t i n New Mexico. On the east i s the 

7 Unocal D o l l a r h i d e C l e a r f o r k u n i t . I t i n d i c a t e s cumulative o i l 

8 from the o l d o r i g i n a l 40-acre w e l l s . And several of these 

9 e x h i b i t s t i e together t o j u s t show t h a t i t i s prudent p r a c t i c e 

10 to i n f i l l d r i l l t h i s f o r m a t i o n down t o 20 acres. We do recover 

11 increased reserves. 

12 Q. I f we look a t the Unocal u n i t we can see t h a t w i t h 

13 the denser development t h a t i n f a c t the cumulative o i l 

14 p r o d u c t i o n has been s u b s t a n t i a l l y increased from a number of 

15 wells? 

16 A. Yes. 

17 (Thereupon, E x h i b i t 2 was 

18 marked f o r i d e n t i f i c a t i o n . ) 

19 Q. Let's go now to E x h i b i t No. 2. 

2 0 A. That f u r t h e r s the p o i n t . The 2 0-acre w e l l spacing 

21 along w i t h i n j e c t i o n w e l l conversions does increase reserves. 

22 Q. I f we look a t the West D o l l a r h i d e Drinkard u n i t 

23 there are a number of spots t h e r e . What do those show? 

24 A. Yes. We have d r i l l e d t h r e e 20-acre t e s t w e l l s and 

25 we do have 12 w e l l s approved i n the heart of the u n i t which 
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1 we've r e c e n t l y spudded. 

2 (Thereupon, E x h i b i t 3 was 

3 marked f o r i d e n t i f i c a t i o n . ) 

4 Q. Let's go t o E x h i b i t No. 3. Again would you j u s t 

5 review what t h i s i n d i c a t e s . 

6 A. This i s s o l e l y the West D o l l a r h i d e Drinkard u n i t i n 

7 New Mexico. And i t shows t h a t our cumulative p r o d u c t i o n has 

8 been best along the f l a n k of the f i e l d , and so we are going t o 

9 i n f i l l d r i l l the h e a r t of the f i e l d t o recover unrecoverable 

10 reserves. 

11 (Thereupon, E x h i b i t 4 was 

12 marked f o r i d e n t i f i c a t i o n . ) 

13 Q. Okay. E x h i b i t No. 4? 

14 A. This i s another i n t e r p r e t a t i o n of the same data. I t 

15 shows t h a t our secondary t o primary r a t i o has been best along 

16 the f l a n k of the f i e l d . 

17 Q. And again t h i s would c o n f i r m the need f o r a d d i t i o n a l 

18 d r i l l i n g i n t h i s area, would i t not? 

19 A. Yes. 

2 0 (Thereupon, E x h i b i t 5 was 

21 marked f o r i d e n t i f i c a t i o n . ) 

22 Q. Now l e t ' s go t o the p r o d u c t i o n p l o t s . The f i r s t one 

23 i s marked E x h i b i t No. 5, and I'd ask you to e x p l a i n what t h i s 

24 shows. 

25 A. Along the lower p o r t i o n of the p l o t t h e r e are d o t t e d 
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1 l i n e s . These i n d i c a t e the number of w e l l s i n each of the 

2 u n i t s , Unocal's and Texaco's. And i t shows i n Texas the 

3 u n i t i z e d f o r w a t e r f l o o d operations i n the mid '60's. And t h e i r 

4 a c t i v e w e l l count went down as they converted w e l l s . I n New 

5 Mexico the u n i t was not formed u n t i l 1969. 

6 The upper curves show on a per w e l l basis the 

7 response t o w a t e r f l o o d o p e r a t i o n s . 

8 (Thereupon, E x h i b i t 6 was 

9 marked f o r i d e n t i f i c a t i o n . ) 

10 Q. E x h i b i t 6. 

11 A. E x h i b i t 6, which shows t h a t i n the l a t e -- w e l l , the 

12 e n t i r e '80's when Unocal was i n f i l l d r i l l i n g they d i d increase 

13 o i l p r o d u c t i o n . Where i n New Mexico we stayed a t a r e l a t i v e l y 

14 f l a t d e c l i n e . 

15 Q. Why does the curve f o r OXY terminate about 197 0? 

16 A. At t h a t time the Devonian and Cl e a r f o r k were 

17 commingled and we l o s t the a b i l i t y t o t r a c k s o l e l y C l e a r f o r k 

18 p r o d u c t i o n . 

19 Q. So although they continue t o produce you j u s t don't 

20 have the data t o place on the — 

21 A. That i s c o r r e c t . They are under w a t e r f l o o d a l s o . 

22 (Thereupon, E x h i b i t 7 was 

23 marked f o r i d e n t i f i c a t i o n . ) 

24 Q. Let's now go to Texaco E x h i b i t 7. 

25 A. This i s a comparison of Unocal's and OXY1s 
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1 p r o d u c t i o n . Mainly t o show p r i o r t o w a t e r f l o o d , which happened 

2 back i n the '60's t h a t the producing c h a r a c t e r i s t i c s of these 

3 w e l l s were extremely s i m i l a r . 

4 (Thereupon, E x h i b i t 8 was 

5 marked f o r i d e n t i f i c a t i o n . ) 

6 Q. E x h i b i t No. 8. 

7 A. Likewise we're comparing the West D o l l a r h i d e 

8 Drinkard and OXY's pr o d u c t i o n on a per w e l l basis to show t h a t 

9 the producing c h a r a c t e r i s t i c s i n the f i e l d s are very s i m i l a r . 

10 (Thereupon, E x h i b i t 9 was 

11 marked f o r i d e n t i f i c a t i o n . ) 

12 Q. Now l e t ' s go t o E x h i b i t No. 9. 

13 A. This i s an o v e r a l l e x h i b i t t o j u s t show the 

14 r e l a t i o n s h i p of the u n i t s and the two w e l l s t h a t we propose t o 

15 d r i l l . 

16 Q. This i s j u s t a general o r i e n t a . t i o n p l a t ? 

17 A. Yes. 

18 (Thereupon, E x h i b i t 10 was 

19 marked f o r i d e n t i f i c a t i o n . ) 

20 Q. E x h i b i t 10. 

21 A. E x h i b i t 10 i s also a general o r i e n t a t i o n t h a t j u s t 

22 shows the w e l l spacing. Oxidental -- excuse me, Unocal i s 

23 f u l l y developed on 20 acres. And have j u s t r e c e n t l y d r i l l e d up 

24 to t h e i r lease l i n e s . They are f u l l y developed on 20 acres and 

25 we're proposing to down space t h a t a l s o . 
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1 Q. E x h i b i t No. 11, t h i s i s the e x h i b i t t h a t we reviewed 

2 i n c o n j u n c t i o n w i t h E x h i b i t No. C; i s t h a t r i g h t ? 

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

4 (Thereupon, E x h i b i t 12 was 

5 marked f o r i d e n t i f i c a t i o n . ) 

6 Q. I s E x h i b i t 12 a copy of an a f f i d a v i t c o n f i r m i n g t h a t 

7 n o t i c e of today's h e a r i n g has been provided? 

8 A. Yes, i t i s . 

9 Q. As re q u i r e d by the r u l e s of the OCD? 

10 A. Yes, i t i s . 

11 Q. Mr. P h i l l i p s , do you have an o p i n i o n as t o whether 

12 or not approval of t h i s a p p l i c a t i o n , or these a p p l i c a t i o n s , 

13 w i l l prevent drainage from the Texaco West D o l l a r h i d e Drinkard 

14 u n i t toward the Unocal u n i t on the east? 

15 A. Yes, they w i l l . 

16 Q. I f t h i s a p p l i c a t i o n i s approved and the w e l l s are 

17 located as spaced w i l l an e f f i c i e n t w a t e r f l o o d p a t t e r n be 

18 established? 

19 A. Yes, i t w i l l . 

20 Q. I n your o p i n i o n i f the a p p l i c a t i o n i s granted w i l l 

21 t h i s tend t o increase recovery from the West D o l l a r h i d e 

22 Drinkard u n i t ? 

23 A. Yes, i t w i l l . 

2 4 Q. Do you a n t i c i p a t e t h a t t h i s would have any adverse 

25 impact on the c o r r e l a t i v e r i g h t s of any oth e r i n t e r e s t owner? 
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1 A. No, I do n o t . 

2 Q. Notice of today's hearing has been provided to 

3 Unocal? 

4 A. Yes. 

5 Q. And they are aware of your plans t o o f f s e t on the 

6 20-acre spacing? 

7 A. Yes, they are. 

8 Q. As you go forward and develop the West Drinkard 

9 D o l l a r h i d e u n i t on a 20-acre spacing p a t t e r n do you a n t i c i p a t e 

10 t h a t you w i l l be able t o see the increase i n recovery t h a t 

11 Unocal has experienced i n i t s u n i t t o the east? 

12 A. Yes, we do. 

13 Q. Were E x h i b i t s A, B, C and 1 through 12 e i t h e r 

14 prepared by you or compiled under your d i r e c t i o n ? 

15 A. Yes, they were. 

16 MR. CARR: At t h i s time, Mr. Catanach, I would move 

17 the admission of Texaco E x h i b i t s A, B, C and 1 through 12. 

18 HEARING EXAMINER: E x h i b i t s A, B, C and 1 through 12 

19 w i l l be admitted as evidence. 

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

21 Mr. P h i l l i p s . 

22 EXAMINATION 

2 3 BY THE HEARING EXAMINER: 

24 Q. Mr. P h i l l i p s , you have had contact w i t h Unocal and 

25 OXY and they don't have any o b j e c t i o n to your --
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1 A. That i s c o r r e c t . 

2 Q. You said t h a t Unocal was developed -- i s completely 

3 developed on 20 acres a t t h i s p o i n t ? 

4 A. Yes. 

5 Q. What about OXY? 

6 A. They have d r i l l e d a few w e l l s , and they have been 

7 d r i l l i n g t h i s year, i n f a c t . I do not have t h e i r w e l l s posted 

8 because I am not f u l l y aware of t h e i r o p e r a t i o n . 

9 Q. I s p a r t of the reason you are d r i l l i n g so close t o 

10 the l i n e i s t o o f f s e t t h e i r d r i l l i n g so close to the l i n e ? 

11 A. Yes. 

12 Q. I see. 

13 A. Under review the p a t t e r n s do mesh, though. 

14 Q. So the same i n t e r v a l i s a c t u a l l y being flooded on 

15 both sides of the l i n e ? 

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

17 Q. I s there any type of agreement between the three 

18 companies? 

19 A. No, there i s n o t . 

20 Q. There i s n o t . Just no objectio n s ? 

21 A. Yes. 

22 Q. On E x h i b i t No. 1 — 

23 A. Yes. 

24 Q. On the -- on Unocal's u n i t --

25 A. Yes. 
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1 Q. You show, on the very n o r t h of t h a t u n i t you show 

2 three l a r g e c i r c l e s , three l a r g e red c i r c l e s . Are those i n f i l l 

3 wells? 

4 A. These are the o r i g i n a l 40-acre w e l l s . Some of the 

5 2 0-acre w e l l s were used as i n j e c t i o n , and so they have 

6 increased t h e i r p r o d u c t i o n from t h e i r o l d 40-acre w e l l s by 

7 i n f i l l d r i l l i n g and u t i l i z i n g some of the w e l l s as i n j e c t o r s . 

8 HEARING EXAMINER: I have no f u r t h e r questions of 

9 t h i s w i t n e s s . He may be excused. 

10 Anything f u r t h e r ? 

11 MR. CARR: We have n o t h i n g f u r t h e r . 

12 HEARING EXAMINER: There being nothing f u r t h e r , Case 

13 10096 and 10097 w i l l be taken under advisement. 

14 

15 

16 

Oil Conservation Di 

21 

22 

23 

24 

25 
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