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BEFORE THE 
NEW MEXICO OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 
A p r i l 29, 1970 

EXAMINER HEARING 

IN THE MATTER OF: 

Application of Lone Star Producing 
Company for special pool rules, 
Lea County, New Mexico. 

CASE NO. 4353 

BEFORE: Elvis A. Utz, Examiner. 

TRANSCRIPT OF HEARING 



MP. UTZ: Case 435 3. 

MR. HATCH: Case 4353. Application of Lone Star 

Producing Com.panv f o r special nool r u l e s , Lea County, "e?<-T 

Mexico. 

MR. HINKLE: Clarence - i n k l e , Hinkle, Eondurant, 

& C h r i s t y , Rosvell, apnearinq on behalf of Lone Star. TJe 

have one witness I'd l i k e t o have sworn. 

(Witness sworn.) 

(r'Thereur>on , A p p l i c a n t ' s 
E x h i b i t s 1 throuqh A were 
marked f o r i d e n t i f i c a t i o n . ) 

MR. UTZ : Are there anv other arspearances? 

You may proceed. 

DEAN T,JOLF 

c a l l e d as a witness, having been f i r s t duly sworn, was 

examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. HINKLE: 

o State your name, where vou reside, and bv whom 

you're employed. 

A Dean VJolf, Midland, Texas, Lone c t a r nroducincr 

Conroanv. 

0 what i s your p o s i t i o n w i t h Lone Star? 

A I'm the D i s t r i c t Petroleum Enaineer. 



o Have you previously t e s t i f i e d before t h i s Commission 

A No. 

0 Are you a graduate Petroleum Enaineer? 

A I graduated from the U n i v e r s i t y of Texas w i t h a 

Bachelor of Science i n Petroleum Engineering i n 1^59. 

0 State b r i e f l y your experience as a petroleum 

g e o l o g i s t . 

A I went t o work f o r Bayview O i l Corporation i n Dallas 

and worked i n a l l phases of Petroleum Engineerina w i t h them 

from I l l i n o i s Basin t o Nebraska, New Mexico, Texas, Oklahoma, 

and Kansas. 

o Are vou f a m i l i a r w i t h the operations of Lone Star 

i n New Mexico? 

A Yes. 

0 Have you made a study of the Tres Papalotes area? 

A Yes. Yes, I have. 

0 Are you f a m i l i a r w i t h the operations of Lone Star 

i n t h i s area? 

A Yes. 

MR. HINKLE: Are the q u a l i f i c a t i o n s of the witness 

s a t i s f a c t o r y ? 

MR. UTZ: Yes, they are. 

Q (By Mr. Hinkle) Are you f a m i l i a r w i t h the applica-
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t i o n of Lone Star i n t h i s case? 

A Yes. 

0 What i s Lone Star seeking t o accomplish bv i t s 

amplication? 

A Lone Star wants t o obtain s p e c i a l pool rules f o r 

the Tres Papalotes F i e l d , which would include 160-acre d r i l l i n g 

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

O Have you prepared or has there been prepared under 

your d i r e c t i o n c e r t a i n e x h i b i t s introduced t o t h i s case? 

A Yes. 

0 Refer t o Lone Star's E x h i b i t Number 1 and explain 

what t h i s i s and what i t shows. 

A Well, t h i s i s a map of the acreage ownership and 

i t shows the l o c a t i o n of the discovery w e l l t h a t ' s marked 

i n red, and a l l the acreage t h a t we c o n t r o l e i t h e r by lease 

or farmout at the present time, as colored i n yellow. 

o Does t h i s also show a l l of the wells t h a t have been 

d r i l l e d i n t h i s area; t h a t i s , w i t h i n the radius of two or 

three miles? 

A Yes, s i r . 

0 And the ownership of a l l the acreage i n there? 

A Yes, s i r . 

0 Now, r e f e r to E x h i b i t Number 2 and explain what 

t h i s i s and what i t shows. 
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A E x h i b i t 2 i s a s t r u c t u r e map on top of the Saunders 

Lime. I t also shows the discovery w e l l i n red. I n Section 

2 s, there i s shown a l o c a t i o n which i s presentlv d r i l l i n g 

and i n the northwest quarter of 33, there i s another loca­

t i o n which we plan t o d r i l l . That's the next l o c a t i o n we 

plan t o d r i l l . The qreen l i n e on there delineates the 

cross section which i s the next e x h i b i t . 

o -What infor m a t i o n was t h i s s t r u c t u r a l map based on? 

A Well, i t was drawn up from subsurface information 

of a l l the wells i n the area. 

^ Can you p o i n t out the wells t h a t you had to base 

information on? 

A Well, a l l the w e l l s t h a t were shown on the p l a t 

were used. I t ' s p r e t t y good c o n t r o l on t h i s area i n which 

we d r i l l e d , because there are drv holes t h a t penetrated the 

Saunders Line t h a t are almost completely surrounding the 

area. 

^ Drv holes vou speak of there i n Sections 3 2 and 3 4? 

A ^ e l l , 34, 32, Section 5, up i n Section 29 and 27. 

0 Was t h i s map or p l a t drawn before or a f t e r vou 

d r i l l e d the well? 

A This p a r t i c u l a r map here was drawn before the 

d r i l l i n a of the w e l l . 

n So t h a t the d r i l l i n g of the w e l l and the discovery 



d i d n ' t chancre m a t e r i a l l y the contours th a t vou already had? 

A No, s i r . 

o What i s the character of the acreage involved i n 

the s t r u c t u r e , as shown on E x h i b i t Number 7.1 

A The character of the acreage? 

i~> Yes. That i s , I mean, whether i t ' s Federal or 

State or — 

A This i s a l l State land. A l l of t h a t that's colored 

i n vellow on E x h i b i t 1 i s State land, and a l l that's shown or. 

t h i s mar>, too. 

o Do you have anv other comments w i t h resDect to t h i s 

e x h i b i t ? 

A No, s i r . 

P Now, r e f e r to E x h i b i t Number 3 and exnlain t h i s to 

the Commission. 

A E x h i b i t 3 i s a cross section t h a t was shown w i t h 

the green l i n e on Number 2. I t also i s shown or o u t l i n e d 

on the bottom of the e x h i b i t as t o which wells are included. 

This shows our i n t e r p r e t a t i o n of the separation of t h i s w e l l 

or f i e l d from the East Saunders, and the High P l a i n s , which 

are also Saunders Lime. 

I t was used i n the a p p l i c a t i o n f o r the new f i e l d 

discovery, the discovery a p p l i c a t i o n which was crranted on 
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the l a s t — I t h i n k on A p r i l 15. Yes, A p r i l 15. 

o This separation i s emphasized bv the two dry holes 

t h a t are shown on the cross section? 

A Yes, s i r . 

0 On e i t h e r side of the structure? 

A Right; Number 3. What i s shown as Well Number 3 

on t h i s cross section i s our discovery w e l l and Wells Number 

2 and 4 , which are between i t and anv other producers are 

also shown. 

o What are the zones? T notice vou have the ton of 

the Saunders? 

A Oh, yes. 

o The base of the Saunders. 

A Yes. 

o Then you have S l , S2, 3, and 4. What does t h a t 

denote? 

A This i s Lone Star's i n t e r p r e t a t i o n of the various 

zones w i t h i n the Saunders Lime formation. T,1e had p o r o s i t v 

develop i n onlv two of these i n t h i s w e l l . We expect i t 

w i l l develop somewhere i n the f i e l d i n a l l four of them. 

^ Now, the w e l l that's shown i n the center i s a 

discovery w e l l , i s i t not? 

A v e s , s i r . 

n Can vou aive b r i e f l y the h i s t o r y a* t h i s v e i l ? 



A Yes, s i r . I t was spudded on December 4, 19^°, ard 

i t was completed f o r production on January 28, 1°70. Tt was 

d r i l l e d to a TD, or t o t a l depth, of 10,708, which was the log 

depth. The i n i t i a l p e r f o r a t i o n s were i n what we show as the 

t h i r d zone from 10,46R to 74 and 10,4P1 t o P9, and we f i l e d a 

p o t e n t i a l w i t h the Commission of 4̂ Q- b a r r e l s per dav. ^ecentlv 

we perforated i n the second zone from 10,49/1 t o 10 ,420. We 

sent those p e r f o r a t i o n s i n ; I believe i t ' s C-1'03, I believe 

i s the form number, and i t showed the depths t h a t we Perforated, 

The well tested was FFO barrels of o i l per dav on 

a 2664th choke with 530 pc.i flowing Pressure, a HOR of lGPQ. 

0 How much pressure? 

A Excuse me. 530. This was both zones toaether. 

o State aaain, both zones toaether have a p o t e n t i a l 

of what? 

A £69 bar r e l s of o i l per day. 

o Now, I believe vou previously t e s t i f i e d i n 

connection w i t h F x h i b i t Number 2 t h a t vou show the Number 2 

w e l l , which vou're now d r i l l i n g . What i s the depth of t h a t 

w e l l at the present time? 

A Well, unless they had trouble vesterdav, we should, 

be doing approximately 9 300 f e e t t h i s morning. 
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0 So th a t w e l l w i l l be open before too long? 

A We probably w i l l be loaging i t or t e s t i n g i t t h i s 

weekend. 

0 You also show the l o c a t i o n of the t h i r d w e l l . What 

is the status of that? 

A We w i l l spud t h a t probably bv Friday, Mav 1. Well, 

i n f a c t , w e ' l l have spudded i t on or by Friday, May 1. 

n Does Lone Star have any plan to d r i l l any a d d i t i o n a l 

w e l l s , other than the two? 

A We plan on developing t h i s f i e l d as r a p i d l y as we 

can. 

n By successive — 

A We w i l l keep one, at least one, and nrobahlv two 

d r i l l s running u n t i l we develop i t . 

o I believe i n connection w i t h your E x h i b i t Number 2, 

i t also shows the East Saunders and the High Plains pools, 

t h e i r r e l a t i v e l o c a t i o n t o t h i s group; i s t h a t r i a h t ? 

A Yes, s i r . 

0 Have you made a studv of these Saunders pools and 

t h i s w e l l , the discover" well? 

A Yes, s i r . 

n And a l l the other information a v a i l a b l e 7 

5. Yes, s i r . *-fter we made t h i s discovery, i t appeared 
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t h a t the East Saunders or th a t the Tres Paoalotes F i e l d 

was very s i m i l a r , or was going to be verv s i m i l a r to the 

East Saunders. So we studied i t f o r some s o r t of p r o j e c t i o n 

of what w i l l happen i n our f i e l d . The East Saunders w e l l s , 

as they are presently set UP, w i l l at the time of abandon­

ment, should make approximately 6 50,000 ba r r e l s of o i l per 

w e l l . I f you take a t h i r t y - f i v e percent recovery of the 

o r i g i n a l o i l i n place, they would have t o d r a i n 3R0 acres i n 

order t o produce t h i s much o i l . 

I used a t h i r t y - f i v e percent reeoverv because we 

t h i n k t h i s i s a water d r i v e , at l e a s t a p a r t i a l water d r i v e , 

r e s e r v o i r . At l e a s t the East Saunders i s , and we base tha t 

on the f a c t t h a t the large recoveries, as w e l l as the f a c t 

t h a t about the middle of 1969, the three highest wells started 

making a l i t t l e b i t of water, small amounts of water which 

they had not done previously. 

0 As a r e s u l t of your study, are vou of the opinion 

t h a t one v/ell i n t h i s pool w i l l e f f e c t i v e l y and e f f i c i e n t l y 

d r a i n more than 160 acres? 

A Yes, s i r . 

O Have you made an economic study --

A Yes, s i r . 

0 — of the development of t h i s area? 
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A Yes, s i r . That's E x h i b i t 4. 

o VJill you r e f e r to E x h i b i t 4 and exnlain what t h i s 

shows? 

A This i s an o u t l i n e of the economics as we see them. 

F i r s t , we have up at the ton, we have some of the r e s e r v o i r 

c h a r a c t e r i s t i c s - the averaae n o r o s i t v over the i n t e r v a l i n 

t h i s discovery w e l l i s a l i t t l e over, nearly f i v e and a h a l * 

^ercent. Water s a t u r a t i o n i s a n n r o x i n a t e l " eighteen and a 

h a l f percent. This i s from lon information. .Formation 

volume f a c t o r , as shc-m there, i s 1. ? ? 4 , which we've used 

from production information or obtained f r o m production 

in f o r m a t i o n , "he recover" f a c t o r estimated was t h i r t y - f i v e 

percent, based on the East Saunders, and we f i a u r e t h i s w i l l 

be a water d r i v e s i m i l a r t o the r a s t Saunders. 

The net pav, as shown bv one of our p o r o s i t y logs, 

twentv-one f e e t . Usina those fa c t o r s and standard formula, 

we come UP " i t h ?6° b a r r e l s o f o i l per acre f o o t i n place*. 

Eelow t h a t , the recoverable reserves show, u s i r a the t ^ i r t v -

* i ve percent reeoverv, comes ont t c °d u a r r e l s an acre f o o t 

nr 1° 7" b a r r e l s per acre. 

And then belo" t h a t shoT-Ts the expected recovery 

on f o r t y acre, or l^o-acre spacing, which would be 70, ooo, 

153,000 , 31^,ooo ba r r e l s per w e l l . 
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n ' 7hat i s vour conclusion f r o n t h i s economic studv 

w i t h respect to d r i l l i n g or developing on f o r t v acres or 

eighty acres or 1^0 acres? 

A Well, we would have t o , based on the pr i c e per 

b a r r e l , which we have now and average working i n t e r e s t , as 

the t o t a l working i n t e r e s t owner, our net i n t e r e s t i n the 

w e l l s , the operating costs, s a l t water disposal costs, and 

taxes , we would average f o r f o r t y acres, we would have a 

t o t a l net income of §120,000.00. Por eiahtv acres, we would 

have §240 ,000.00, and f o r 160 acres, we would have saqo,ono.on. 

And these incomes do not include anv reduction f o r 

Federal income tax , d e p r e c i a t i o n , depletion or time f a c t o r . 

o I n other words, on f o r t y acres, how would vou come 

out i n that? 

A Well, our development cost t h a t i s shown on here 

i s §230,000.00. §?0Q,on0.0O of t h a t i s d r i l l i n g and completion 

costs. The remaining §22,000.00 would be a r t i f i c i a l l i f t 

f a c i l i t i e s which we w i l l need i n the fu t u r e to recover a l l 

these reserves. ^he ^ast Saunders Fie l d i s presently on an 

a r t i f i c i a l l i f t . The f o r t y acres, we j u s t barelv get back a 

l i t t l e over f i f t v cents f o r every d o l l a r t h a t we spend. On 

e i g ^ t v acres, i t ' s j u s t p r a c t i c a l l y a break even p r o p o s i t i o n , 

and the onlv wav we can j u s t i f y d r i l l i n g these i s on a l^n 



acre spacing. The reason i s t h i s i s a r e l a t i v e l y t h i n 

zone at helow ten thousand f e e t , which i s also c h a r a c t e r i s t i c 

of the Fast Saunders F i e l d . 

0 Do vou know whether or not the Commission has 

heretofore approved the adoption of special POO! rules on a 

160 acre basis and p r o r a t i o n u n i t s of the Fast Saunders 

p o o l , and also f o r the High Plains Pennsvlvanian Pool"7 

A Yes, s i r . 

o Are you f a m i l i a r w i t h those rules? 

A Yes, s i r . 

0 What i s vour recommendation to the Commission w i t h 

respect to adoption of special pool rules f o r t h i s f i e l d ? 

A We would l i k e to see the pool rules approximately 

the same as the Fast Saunders and the High Pl a i n s , which 

have the 1^0-acre d r i l l i n g and p r o r a t i o n u n i t s . However, we 

would l i k e t o change i t a l i t t l e b i t i n t h a t we would l i k e to 

be able t o d r i l l our loc a t i o n s i n anv one of the f o r t y - a c r e 

components of the d r i l l i n g and p r o r a t i o n u n i t s . And the v/ell 

would be located i n the center of the f o r t y acres w i t h the 

tolerance of 150 fee t from the center. ^ h i s would give us 

a l i t t l e f l e x i b i l i t y i n developing t h i s . 

We want to stay i n the center of the f i e l d , i f 

possible. 

o Nov;, i n vour opinion, would the adoption of special 
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pool rules along the l i n e s you've recommended be i n the 

i n t e r e s t of conservation and prevention of waste and tend 

to p r o t e c t c o r r e l a t i v e r i a h t s ? 

A Yes, s i r . 

MR. HINKLE: We would like, to introduce E x h i b i t s 1 

through 4. 

MR. UTZ: Without o b j e c t i o n , E x h i b i t s 1 through 4 

w i l l be entered i n the record of t h i s case. 

(Whereupon, Applicant's E x h i b i t s 
1 through 4 were admitted i n t o 
evidence.) 

MR. HINKLE: That's a l l the D i r e c t . 

CROSS EXAMINATION 

BY MR. UTZ: 

0 Mr. Wol f , you d i d n ' t do any cor ing i n vour Number 1 

v/ell? 

A No, s i r . 

0 Did you intend to do any coring on any other v/ells? 

A Not at the present time. 

0 Don't you t h i n k i t might be advisable i n view of 

a temporary order? 

A Well, the reason we d i d n ' t was because we are — or 

we di d n ' t plan i t on the second v/ell was because i f i t ' s a 

water d r i v e f i e l d , we wouldn't a c t u a l l y need the in f o r m a t i o n , 
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the a d d i t i o n a l information t h a t we could nrohabl" obtain 

from the coring program f o r waterflood nurooses. 

o Do you know anvthing about the permeability? 

A v e s , s i r . '7e have done some rather extensive 

pressure draw down and b u i l d up t e s t i n g and the permeability 

runs around two hundred m i l i d a r c i e s i n t h i s w e l l . Tt varies 

a l i t t l e b i t from zone t o zone. 

n But your pressure draw down, data shows about two 

hundred? 

A "es , s i r ; approximately two hundred m i l i d a r c i e s , 

probably. 

n Do vou plan any interference t e s t s o f anv kind? 

A I'm sure, ves, s i r , we w i l l take bottom bole 

pressures on these wells a f t e r a s u i t a b l e length of time. 

With t h i s tvne of p e r m e a b i l i t y , based on the t e s t i n g t h a t we 

did e a r l i e r , i n t e r f e r e n c e , we should be able to e s t a b l i s h 

i n t e r f e r e n c e without too much d i f f i c u l t y . 

n But w i t h vour water d r i v e , vou won't, w i l l vou? 

A r , 7 i t h t h i s type of r a t e , i f i t ' s not a hundred percent 

water d r i v e , w e ' l l be able t o , and I don't believe i t i s . 

The Fast Saunders i s not a hundred percent water d r i v e , as 

f a r as the rates at which they are taking the o i l out of 

the ground. But i t i s moving i n now. 

n Do vou t h i n k one vear w i l l give you time enough 
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to show what kind of drainage you r e a l l y have i n the nool? 

A Yes, s i r . 

MR. UTZ: Are there other questions of the witness? 

MR. HINKLE: Do vou have any idea, at the rate of 

d r i l l i n g you a n t i c i p a t e at the end of the year, how many 

wells you might have i n i f they are Droved productive? 

THE WITNESS: Let's see. Ey the end of 19 70, we 

w i l l have s i x to eight w e l l s i n the f i e l d , assuming t h a t we 

are able t o get the r i g s t o do the work. 

MR. HINKLE: I n your opinion, then, y o u ' l l have 

s u f f i c i e n t information at the end of the year t o d e f i n i t e l y 

determine r a t e of f a c t o r s , would i t not? 

THE WITNESS: Yes, s i r . 

MR. UTZ: Providing you don't run i n t o a water t a b l e , 

r i g h t ? 

THE WITNESS: Well, h o p e f u l l y , they have got i t 

pinned down f a i r l y close. 

MR. UTZ: Where do you th i n k the water t a b l e is? 

THE WITNESS: I t shows on t h i s , approximately, 

between 62 2 5 and 6 250. The McDonald Well i n Section 32 

tested water. 

MR. UTZ: Are there other questions of the witness? 

He may be excused. 

(Witness excused.) 
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MR. UTZ: Statements i n the case? 

MR. HINKLE: Thank you verv much. 

MR. UTS: The case w i l l be taken under advisement, 

and the hearing i s adjourned. 
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MF. UTZ: Statements i n the case? 

MR. HINKLE: Thank vou very much. 

ME. UTZ: The case w i l l be taken under advisement, 

and the hearing i s adjourned. 
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STATE OF NEW MEXICO ) 
) SS 

COUNTY OF EEHNALILLO ) 

I , DAVin BINGHAM, a Court Reporter i n and f o r 

the County o^ B e r n a l i l l o , State of New Mexico, do hereby 

c e r t i f y t h a t the foregoing and attached Transcript of 

Hearing before tbe Ne" Mexico O i l Conservation Commission 

was reported bv me; and th a t the same i s a tru e and correc t 

record of the said proceedings, to the best of my knowledge, 

s k i l l and a b i l i t y . 

COUET REPO PTE P. 

5 deo hereby g»rtify that 
1ft 
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Mr. Clarence Hinkle 0 r d e r N o > R . 3 9 6 3 _ A 

Hinkle, Bondurant, Cox & Eaton 
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Dear Sir: 

Enclosed herewith are two copies of the above-referenced 
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IS 
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