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MR. STOGNER: We'll c a l l next 

Case Number 8422. 

MR. TAYLOR: The a p p l i c a t i o n of 

Chaveroo Operating Company, Inc., f o r f i v e unorthodox o i l 

we l l locations and a nonstandard p r o r a t i o n u n i t , Roosevelt 

County, New Mexico. 

MR. KELLAHIN: I f the Examiner 

please, I'm Tom Kellahin of Santa Fe, New Mexico, appearing 

on behalf of the applicant, and I have one witness to be 

sworn. 

MR. STOGNER: Are there any 

other appearances i n t h i s case? 

Being none, w i l l the witness 

please stand and be sworn? 

(Witness sworn.) 

MR. KELLAHIN: Mr. Examiner, 

f o r convenience sake, on E x h i b i t Number One we've simply 

i d e n t i f i e d each of the f i v e unorthodox w e l l locations by a 

number. The number corresponds to the docket sheet, which, 

i f you read from the top downward and number those, y o u ' l l 

get the r i g h t w e l l name. 

MR. STOGNER: Thank you, Mr. 

Kell a h i n . 
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WILLIAM J. GRAHAM, 

being c a l l e d as a witness and being duly sworn upon his 

oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. Graham, f o r the record would you 

please state your name and occupation? 

A William J. Graham. I'm an engineer and 

manager and president of Chaveroo Operating Company. 

Q Mr. Graham, as an engineer have you pre

v i o u s l y t e s t i f i e d before the O i l Conservation Division? 

A Yes, s i r . 

Q And as an engineer have you prepared and 

compiled information and e x h i b i t s w i t h regards to t h i s ap

p l i c a t i o n ? 

A Yes. 

MR. KELLAHIN: We tender Mr. 

Graham as an expert engineer. 

MR. STOGNER: Mr. Graham i s so 

q u a l i f i e d . 

Q For the record, Mr. Graham, would you 

please take what we've marked as E x h i b i t Number One and 

i d e n t i f y f o r us the f i v e proposed unorthodox w e l l l o c a t i o n s . 

A Okay, they are numbered one through f i v e 

and the number one would be the Anderson State No. 10. 
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Number two would be the Muble Federal No. 

9. 

Number three would be the Tucker No. 5. 

Number Four would be Tucker Hall No. 9. 

And number f i v e would be the KMS No. 6 

wel 1. 

Q The E x h i b i t Number One has wel l locations 

other than the unorthodox locations i n d i c a t e d . What i s the 

p r i n c i p a l producing formation involved? 

A The San Andres zone i s the primary, p r i n 

c i p a l production zone i n t h i s Empire Chaveroo F i e l d . 

Q For purposes of t h i s a p p l i c a t i o n are you 

seeking an order t h a t approves the unorthodox l o c a t i o n f o r 

any of the o i l zones from the surface to the base of the San 

Andres? 

A Yes, s i r . 

Q But i n t h i s area the p r i n c i p a l o i l pro

duction i s i n t h i s San Andres zone. 

A The only known o i l production at t h i s 

time i s the San Andres. There have been very weak shows po

t e n t i a l l y from the Queen and p o t e n t i a l l y from the Grayburg 

i n t e r v a l s . 

Q Would you generally describe what i s the 

reason you're seeking the f i v e unorthodox locations? 

A Well, the two primary reasons, one i s 

th a t i n taking the i n i t i a l wells t h a t were d r i l l e d back i n 

'66, '65 and '66, we have asked H a l l i b u r t o n to take those 
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we l l s , or a sampling of those w e l l s , and give us an e f f e c 

t i v e or a propped l i n k f o r the f r a c t u r e treatments t h a t were 

used i n those w e l l s . 

Based on t h a t data i t appears on a c i r c u 

l a r drainage p a t t e r n , assuming a 100 percent effectiveness 

of the f r a c t u r e , 18.6 acres could have been stimulated. 

We question, because of the rates of 

f r a c t u r e treatments and also the concentration of sand, th a t 

those f r a c t u r e s were not 100 percent e f f e c t i v e . The amount 

of sand used then versus now to f r a c t u r e the same type of 

zones i s roughly one-third of t h a t t h a t we would use i f a 

sand f r a c t u r e was used at t h i s time. 

Also the rates w i t h the number of holes 

tha t were perforated f o r most of these wells would not have 

performed a l i m i t e d entry f r a c . 

For instance, the CWS No. 2 Well, which 

i s one t h a t seized the e n t i r e i n t e r v a l , had approximately 36 

holes and the fra c rate i n t h a t casing of 5-1/2 inch size 

was 32 ba r r e l s per minute. 

Today we would be approaching 40 bar r e l s 

per minute and only 20 to 23 holes i n 4-1/2 inch casing, and 

we do not believe these zones were properly f r a c t u r e d i n 

those w e l l s . 

Q What do you propose t o gain by d r i l l i n g 

wells at the f i v e unorthodox locations? 

A Well, t h i s would provide us with some 

wells t h a t would survey t h i s e n t i r e i n t e r v a l , top to bottom, 
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which we own i n two section — b a s i c a l l y three or four sec

ti o n s . 

We hope to gain approximately 30 to 

35,000 ba r r e l s of o i l per w e l l . This i s not only based on 

our analysis but based on an independent analysis of engin

eers i n Houston, Patterson and Powers Group, which they 

evaluated approximately 15 d i f f e r e n t locations and based on 

that there was a t o t a l of approximately 519,000 barrels es

timated t o be recoverable, and tha t ' s an average per w e l l . 

Some wells may do b e t t e r than others and some may not. 

A d d i t i o n a l l y , many of the wells i n the 

sections t h a t were d r i l l e d on 40 acres have not penetrated 

or e i t h e r d i d not perforate a l l of the P-3 and the P-4 i n 

t e r v a l s i n these wells and we hope to gain some a d d i t i o n a l 

drainage from t h a t , as w e l l as deepening some of the e x i s t 

ing 40-acre wells to the P-3 and P-4. 

Q Back i n 1983, Mr. Graham, d i d you present 

to the Commission on behalf of a Mr. Joe E. Brown a s i m i l a r 

a p p l i c a t i o n f o r San Andres i n f i l l o i l wells? 

A Yes, s i r , we d i d , and t h a t was granted 

and one i n t e r e s t i n g , very i n t e r e s t i n g p o i n t t h a t we learned 

from t h a t , on a 20-acre l o c a t i o n , while t r a c i n g a w e l l we 

had a pressure bomb i n the o f f s e t t i n g corner w e l l , which 

would have been No. 24 which we were t r a c i n g . We estimated 

bottom hole t r e a t i n g pressures at th a t time approximately 

2000 p s i . The measured pressure i n the o f f s e t w e l l was ap

proximately 500 p s i , and never changed during the e n t i r e 
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almost a 24-hour period of time. 

So we have concluded, and t h a t was 

orie n t e d , we thought, i n the most optimum way to detect 

pressure. 

Also i n the c o r r e l a t i o n s w i t h the 20-acre 

spacing wells t h a t have been d r i l l e d over there, while the 

basic zones can be c o r r e l a t e d , but i n i d i v i d u a l sand s t r i n g 

ers or i n d i v i d u a l p o r o s i t y s t r i n g e r s cannot be cor r e l a t e d 

even on some 20-acre spacing w e l l s . 

So we f e e l there's a s u b s t a n t i a l amount 

of o i l i n t h i s f i e l d t h a t cannot be recovered i f i t remains 

on 40-acre spacing. 

Q Let's t u r n at t h i s time, Mr. Graham, to 

the subsequent e x h i b i t s . I t would be Two, Three, Four, Five 

and Six — 

A A l l r i g h t . 

Q — and have you i d e n t i f y each of those. 

A Okay. E x h i b i t Number Two i s f o r the An

derson State No. 10 Well. On the map I believe i t i s marked 

as the No. 1. 

Q A l l r i g h t , s i r . 

A E x h i b i t Number Three i s f o r the Humble 

Federal No. 9, and I believe on the map i t i s marked as No. 

2. 

E x h i b i t Number Four i s f o r the Tucker No. 

5 Well, which on the map i s labeled as No. 3. 
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E x h i b i t Number Five i s the Tucker H a l l 

No. 9 Well, which on the map i s labeled No. 4. 

And the E x h i b i t Number Six i s KMS Well 

No. 6, labeled as No. 5 on the map. 

Q Let me now show you E x h i b i t Number Seven, 

which i s the log t h a t we have submitted to the Examiner. 

Would you i d e n t i f y t h a t f o r us? 

A The log submitted i s the CWS No. 2 Well, 

located i n the southeast of the southwest quarter of Section 

36, Township 7, Range 32 East. 

You w i l l note on t h a t log t h a t i t covers 

the e n t i r e i n t e r v a l from what we c o r r e l a t e as the p i sec

t i o n , which occurs at about 4033 f e e t through the t o t a l pro

ductive i n t e r v a l we consider to be down to approximately 

4500 f e e t . 

You w i l l note the per f o r a t i o n s t h a t were 

u t i l i z e d i n t h a t w e l l . 

Many of the wells i n t h i s area, and they 

may be denoted i n blue on the next e x h i b i t , d id not pene

t r a t e the zones below approximately 4300 f e e t i n the CWS 

Well No. 2, or e i t h e r were not perforated i n those i n t e r v a l s 

w i t h more than one or two p e r f o r a t i o n s . 

Our i n t e n t i s t o d r i l l these w e l l s , log 

them w i t h a current log s u i t e where we can be t t e r determine 

l i t h o l o g y , p o r o s i t y , and water s a t u r a t i o n s . Most of the 

wells i n t h i s o l d area have been d r i l l e d only w i t h a neutron 

density — neutron gamma ray log, and i t ' s very d i f f i c u l t t o 
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c o r r e l a t e p r e c i s e l y the productive i n t e r v a l s , but we believe 

most of t h a t i n t e r v a l t h a t i s represented i n CWS Well i s 

productive over t h i s e n t i r e section where we want t o d r i l l 

these a d d i t i o n a l w e l l s . 

Q Let me d i r e c t your a t t e n t i o n now t o Exhi

b i t Number Eight, which you've r e f e r r e d to e a r l i e r , and have 

you i d e n t i f y t h a t f o r us. 

A That's t h i s one here? 

Q Yes, s i r . 

A That p a r t i c u l a r e x h i b i t shows the under

l y i n g numbers as the cumulative production numbers through 

September of 1983, which came o f f the O i l and Gas Commission 

reports. 

The number — the w e l l noted i n blue are 

wells t h a t have not seen the e n t i r e productive i n t e r v a l as 

represented i n the CWS No. 2 Well. Those are wells t h a t 

e i t h e r stopped short. 

We cannot, from examining the records and 

past w e l l records, determine why t h a t happened unless i t was 

due t o some l o s t r e t u r n s . 

Based on the log analysis on o f f s e t areas 

and i n the f i e l d we can f i n d no reason t o stop d r i l l i n g at 

th a t l o c a t i o n , and so we believe there i s a d d i t i o n a l o i l 

there t h a t has never been drained, even from the deeper 

zones w i t h i n t h i s area. 

Q And now — 

A The other numbers t h a t are r e f l e c t e d on 
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t h a t are the plus numbers are a marker which we have mapped 

on and you can see generally the trending up toward the 

Tucker acreage to the northwest as being higher. This i s 

one of the higher parts of the f i e l d as you contour through 

t h i s i n t e r v a l . 

Q I f y o u ' l l t u r n to E x h i b i t Nine, now, Mr. 

Graham, and i d e n t i f y t h a t f o r us. 

A Okay. E x h i b i t Number Nine was a c t u a l l y 

the pressures and what we were doing i n Well No. 24. I t r e 

f l e c t s up at the top Well No. 23. That's i n c o r r e c t . I t was 

a c t u a l l y Well No. 24; was performed by Dresser-Titan, which 

was a foam acid job, and the — you can see from the tubing 

pressures, and we were estimating bottom hole t r e a t i n g pres

sures to be approximately 2000 pounds. 

The second p a r t of t h a t , where you have 

tabulated pressures t h a t were occurring on a w e l l i n ques

t i o n , i s No. 5, which was an observation w e l l , and i t ' s 

marked where we began the frac and where we terminated the 

f r a c , and the pressure t h a t we picked up i s also r e f l e c t e d 

i n a chart showing the s t a b i l i z a t i o n of the pressure i n the 

o f f s e t w e l l and there's also been noted on there the time of 

the f r a c while t h a t w e l l was being observed w i t h a bottom 

hole pressure bomb. 

We got absolutely no response, and the 

p l a t t hat's attached to i t locates No. 24 and No. 5 on t h a t 

p a r t i c u l a r lease and l o c a t i o n . 

Q From the pressure information i n the Far-
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r e l l Federal No. 24 Well can you conclude t h a t you're not 

g t t i n g adequate drainage based upon t h a t pressure informa

t i o n from wells spaced on 40-acre spacing? 

A We believe very s t r o n g l y t h a t we're not. 

There has been some pressure i n f l u e n c e , you know, influence 

from the other wells but we are d e f i n i t e l y not dra i n i n g 

these other locations from these 40-acre locations based on 

what we could see i n r e s u l t s . 

We a c t u a l l y t h i n k we had pressures ap

proaching 800 to 1000 pounds i n some of the 20-acre loca

t i o n s , which i s s u b s t a n t i a l l y higher than what we've exper

ienced i n the o l d w e l l s . 

Q In your opinion i s i t necessary to have a 

second w e l l on these 40-acre p r o r a t i o n u n i t s t o recover o i l 

t h a t w i l l not otherwise be recovered by the e x i s t i n g wells 

now located on those 40-acre t r a c t s ? 

A Yes, s i r . 

Q This i n e f f e c t , then, would be an i n f i l l 

program to recover the a d d i t i o n a l o i l t h a t i s not expected 

to be recovered i n the San Andres zone by the current w e l l s . 

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

Q Let me ask you t h i s w i t h regards t o the 

a l l o c a t i o n of production, the wells are located close t o the 

center of the quarte quarter section l i n e s . How do you pro

pose t o a l l o c a t e the production among the owners of the ad

j o i n i n g 40-acre t r a c t s ? 

A Where there's any discrepancy i n the own-
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ership of e i t h e r the working i n t e r e s t , override or r o y a l t y 

i n t e r e s t , we would a l l o c a t e t h a t on the basis of w e l l t e s t 

production, which we t h i n k w i l l be f a i r and equitable i n a l l 

cases i n here. 

These w e l l s , once they're reasonably sta

b i l i z e d , p r e t t y w e l l do the same t h i n g every month. They 

don't f l u c t a t e a great deal. 

MR. KELLAHIN: Mr. Examiner, we 

have — are i n the process of completing c o n t r a c t u r a l 

arrangements w i t h the working i n t e r e s t and o v e r r i d i n g r o y a l 

t y owners so t h a t i t ' s not necessary t o have the Commission 

approve nonstandard p r o r a t i o n u n i t s . 

I have been advised by Mr. Sta

mets t h a t we may dismiss t h a t p o r t i o n of our a p p l i c a t i o n 

t h a t requests the approval of nonstandard p r o r a t i o n u n i t s 

and t h a t seeking approval of the f i v e unorthodox w e l l loca

t i o n s i s a l l the actio n t h a t i s required by us before the 

Commission. 

MR. STOGNER: Thank you, Mr. 

Kel l a h i n , the record w i l l so note. 

MR. KELLAHIN: Mr. Examiner, at 

t h i s time we move the i n t r o d u c t i o n of Mr. Graham's Exhibits 

One through Nine. 

MR. STOGNER: Exhibits One 

through Nine w i l l be admitted i n t o evidence, and I have no 

questions of t h i s witness. 

Are there any other questions 
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of Mr. Graham? 

be excused. 

t h i n g f u r t h e r i n Case Number 

t h i s one. 

ther i n Case Number 8422? 

under advisement. 

(Hearing 

14 

MR. KELLAHIN: No, s i r . 

MR. STOGNER: I f not, he may 

Mr. K e l l a h i n , do you have any-

8422? 

MR. KELLAHIN: No, s i r , not i n 

Anybody else have anything f u r -

I f not, the case w i l l be taken 

concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY 

that the foregoing Transcript of Hearing before the Oil Con

servation Division was reported by me; that the said tran

sc r i p t i s a f u l l , true, and correct record of the hearing, 

prepared by me to the best of my a b i l i t y . 

I do hereby certify thot the foregoing li 
a complete record of fhe proceedings In 
the Examiner hearing of Case rto. t¥22 * 
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