2 BEFORE THE
2 NEW MEXICO OIL CONSERVATION COMMISSION
g Santa Fe, Mew Mexico
e April 29, 1970
g
- g EXAMINMER HEARING
P2 S o
o . v
S E ’"s _____________________
[*] £
5B B )
iz & oz
SIL w IN THE MATTER OF: )
&8 )
s 8 Application of Lone Star Producing ) CASE NO. 4353
o "
o i 2 Company for special pool rules, )
== % g Lea County, New Mexico. )
Sz 3 )
2008 ¥ | L L e e e e e e e e e e e e - 2
= ¢ S
ik - z
.3 : 2
T BEFORE: Elvis A. Utz, Fxaminer.
— z §
-
a 3§ 2
£ & o
>.a Z *
L) o 2
-_ z a
= s g TRANSCRIPT OF HEARING
co < Z
a ¢ ;
-3 I ~




MR, HATCH: Case 4353, Avplication of Lone Star
Producina Comnanv for snecial nool rules, Lea Countv, Mew
Mexico.

MR, FINKLE: Clarence “linkle, "inkle, "ondurant,

& Christv, Roswvell, annearina on bhehalf of T.one Star.

s
D

Wave one witness I'd like to have sworn.
("1itness sworn.)
("hereunon, Apnlicant’'s
FPxhibhits 1 throuach 4 were
marked for identification.)
MR, UTZ: Are there anv other avrnearances?
You mav nroceed.
DEAN "IOLF
called as a witness, having been first duly sworn, was

examined and testified as follows:

DIRECT EXAMIMNATION

3Y "R, HINKLE:

N State your name, where vou reside, and hv whom
vou're emploved.

LY Dean Wolf, Midland, Texas, Lone Star Producing
Comnmanv.

p) hat is vour nosition with Lone Star?

A I'm the District Petroleum Fnaineer.



N Have vou nreviouslv testified before this Commission?
A No.

N Are vou a graduate Petroleum Fnaineer?

A I graduated from the University of Texas with a

Bachelor of Science in Petroleum Engineering in 1959.

8 State briefly vour experience as a petroleum
geologist.
A I went to work for Bayview 0il Corporation in Dallas

and worked in all nhases of Petroleum Fnaineerinag with them
from Illinois Rasin to Nehraska, New Mexico, Texas, Oklahoma,
and Kansas.

0 Are vou familiar with the operations of Lone Star

in New Mexico?

A Yes.

0 Have you made a study of the Tres Papalotes area?
A Yes. Yes, I have.

] Are vou familiar with the operations of Lone Star

in this area?
A Yes.
MR. HINKLE: Are the qualifications of the witness
satisfactorv?
MR, UTZ: Yes, thev are.

0 (By Mr. Hinkle) Are vou familiar with the apolica-



tion of Lone Star in this case?

A Yes.

0 What is Lone Star seeking to accomplish hv its
application?

A Lone Star wants to ohtain svecial vool rules for

the Tres Papalotes Field, which would include l60-acre drillina
and proration units.

N Have vou prevared or has there heen prevared under
vour direction certain exhihits introduced to this case?

A Yes.

0 Refer to Lone Star's Exhibit Number 1 and explain
what this is and what it shows.

A Well, this is a map of the acreace ownershin and
it shows the location of the discovery well that's marked
in red, and all the acreage that we control either by lease
or farmout at the present time, as colored in vellow.

N Does this also show all of the wells that have heen
drilled in this area; that is, within the radius of two or

three miles?

A VYes, sir.

N And the ownership of all the acreage in there?
A Yes, sir.

N Now, refer to Fxhibit Number 2 and exvnlain what

this is and what it shows.



A Exhibit 2 is a structure mar on top of the Saunders
Lime. It also shows the discovery well in red. 1In Section
28, there is shown a location which is presentlv drilling
and in the northwest cuarter of 33, there is another loca-
tion which we plan to drill. That's the next location we
plan to drill. The green line on there cdelineates the
cross section which is the next exhibit.

n What information was this structural map based on?

A Well, it was drawn uo from subsurface information
of all the wells in the area.

N Can vou noint out the wells that vou had to bhase
information on?

A Tell, all the "rells that were shown on the nlat
were used. Tt's prettv good control on this area in which
we drilled, hecause there are drv holes that penetrated the

Saunders Lime that are almost comnletelv surroundina the

area.
N Drv holes vou sneak of there in fections 32 and 34?
A “ell, 34, 32, Section 5, up in Section 29 and 27.
N 7Jas this mar or vlat drawn hefore or after vou

drilled the well?
A This narticular man here was drawn hefore the
drillinag of the well.

N So that the drilling of the well and the discovery



didn't change materiallv the contours that vou already had?
b2 Mo, sir.
N "That is the character of the acreage involved in

the structure, as shown on Fxhibit Number 27

A The character of the acreaqe?

N Yes. That is, I mean, whether it's Federal or
State or --

A This is all State land. 2ll of that that's colored

in vellow on Fxhihit 1 is State land, and all that's shown onr

this man, too.

N Do vou have anv other comments with resvect to this
exhibhit?

).\ Mo, sir.

N Now, refer to Tixhibhit MNumher 3 and exnlain this to

the Commission.

A rxhihit 3 is a cross section that was shown with
the areen line on “Mumber 2. It also is shown or outlined
on the hottom of the exhihit as to which wells are included.
This shows our interpretation of the senaration of this well
or field from the Fast Saunders, and the High Plains, which
are also Saunders Lime.

Tt was used in the apvlication for the new field

discovery, the discoverv aoplication which was aranted on



the last -- I think on April 15. Yes, Arnril 15.
0 This sevaration is emphasized bv the two drv holes

that are shown on the cross section?

A Yes, sir.
8l On either side of the structure?
A Right; Number 3. wWhat is shown as Well Numher 3

on this cross section is our discoverv well and "ells Numher
2 and 4, which are hetween it and anv other producers are
also shown.

N That are the zones? 7T notice vou have the ton of

the Saunders?

A Oh, ves.

s’ The hase of the Saunders.

A Ves.

8l Then vou have S1, €2, 3, and 4., ™hat does that
denote?

A This is Lone Star's ihternretation of the wvarious

zones within the Saunders Lime formation. e had porositv
Cevelon in onlv two of these in this well. We exnect it
will develon somewhere in the field in all four of them.

s Now, the well that's shown in the center is a
discoverv well, is it not?

A Ves, sir.

0 Can vou agive briefly the historv of this well?



A Yes, sir. Tt was snudded on Decemher 4, 19A0  and
it was completed for production on Januarv 28, 1¢71, Tt was
drilled to a TD, or total devth, of 107,778, which was the loo
denth. The initial nerforations were in what we show as the
third zone from 10,462 to 74 and 10,421 to 29, and we filed a
notential with the Cormission of 449 harrels ver dav. Recentlv
we perforated in the second zone from lﬂ,4ﬂd to 10,420, Ve
sent those perforations in; I believe it's C-101, T heliove
is the form number, and it showed the denths that we nerforated.

The well tested was A60 harrels of oil rer 4dav on

A P?RFAth choke with 53Nn PaI flowino nressure, a S0OR of 1RP0,

N How much nressure?

pa Fxcuse me. 53N, This was both zones tocether.

i State again, bhoth zones toaether have a votential
of what?

A FRO harrels of oil ver dav.

N Now, I helieve vou nreviouslv testified in

connection with Fxhibit umher 2 that vou show the Mumbher 2
well, which vou're now drillina. %hat is the depth of that
well at the nresent time?

A Well, unless they had trouble vesterdav, we should

he doing annroximnately 9800 feet this morning.



0 So that well will be open hefore too long?

A “le probably will be loagginag it or testinag it this
weekend,

N You also show the location of the third well. What
is the status of that?

A e will spud that vrobably hv Fridav, Mav 1. lell,
in fact, we'll have snudded it on or bv Friday, Mav 1.

8 Does Lone Star have anv nlan to drill anv additional

wells, other than the two?

2 e plan on develovping this field as ravidlv as we
can.

N Py successive -~

A e will %eep one, at least one, and nrohahlv two

drills runninog until we develop it.

8 I helieve in connection with vour Fxhibit Number 2,
it also shows the Fast Saunders ancd the Hiah Plains vpocols,
their relative location to this aroum; is that richt?

-\ Yes, sir.

N Tave you made a study of these Saunders nools and
this well, the discoverv well?

I Yes, sir.

N And all the other information availahle?

LY Ves, sir. 2fter we made this discoverv, it arbearad
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that the Fast Saunders or that the Tres Panalotes Field
was verv similar, or was going to he verv similar to the

Tast Saunders. So ve studied it for some sort o

i1}

projection
of wvhat will hamvwen in our field. The Fast Saunders wells,
as they are vnresently set un, will at the time of ahandon-
ment, should make anvroximately 650,000 barrels of o0il per
well. If vou take a thirtv-five percent recoverv of the
original o0il in nlace, they would have to drain 380 acres in

order to nroduce this much oil.

4

used a thirtv-five nercent recoverv hecause we
think this is a water drive, at least a partial water drive,
reservoir. At least the East Saunders is, and we bhase that
on the fact that the large recoveries, as well as the fact
that about the middle of 1969, the three highest wells started
making a little bit of water, small amounts of water which
they had not done previousl?.

n As a result of vour studv, are vou of the owinion
that one well in this rnool will effectivelv and efficiently

drain more than 160 acres?

A Yes, sir.
0 Have vou made an economic study --
A Yes, sir.

0 -- of the develorment of this area?
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A Yes, sir. That's Fxhibit 4.

N 711l vou refer to Fxhibit 4 and exnlain what this
shows?

A This is an outline of the economics as we see them.

First, we have up at the ton, we have some of the reservoir
characteristics: the average rnorositv over the interval in
this discoverv well is a little over, nearlv five and a half®
rercent. ‘Jater saturation 1is anrroxinatelv eighteer and a
ha2l¥€ rercent. This is from loa infnrmatior. B Formation
volame factor, as shovm there, is 1.7F4, wvhich we've used
from »roductior informatior or cohtaired from nroduction

irnformation. ™he receoverv factor estimated was thirtv-Ffive

nercent, bhased on the Fast Saunders, and we fiacure this will

he a water drive similar to the Tast Saunders.
The nat nav, as shown hv ore of our rorositv loas, i=
twentv-one feet. Usina those factors and stardard formula,
e come up with 260 harrels of 0il ner acre foot in nlace.
+, the recoverahle reserves show, usira the thirtv-
five percert recoverv, comes ont tc 04 harrels an acre foot
or 1774 harrels ner acre.
AnA then helow that shows the exrected racovervy
on fortv acre, or 1f%-acre snacina, which would e 708,000,

155,000, 31F,700 rarrels per vell,



1?2

N "™Mat is vour conclusion from this economic studv
with respect to drillinm or develonira on fortv acres or
eightv acres or 1480 acres?

2 Well, we would have to, »ased on the price ner
rarrel, which we have now and average workina irterest, as
the total workinag interest owner, our net interest in the
wells, the oneratinag costs, salt water disnmosal costs, and
taxes, we would average for fortv acres, we would have a
total net income of $120,00N NN, For eiahtv acres, we would
have €240 ,NNN_ NN, and for 14N acres, we would have $480n,nNn _An,

And these incomes do not irclude anv reduction for
Federal income tax, devreciation, derletion or time factor.

N In other words, on forty acres, how would vou come
out in that?

bt "ell, our develomment cost that is shown on here
is $§23n,nnn.nn_ S2n%,naNn .00 of that is drillino and completion
costs. The remainina $22,000.00 would bhe artificial 1lift
facilities which we will need in the future to recover all
these reserves. The Fast Saunnders Field is pnresentlv on an
artificial 1lift. The forty acres, we just harelv get hack a
little over fiftv cents for everv dollar that we svend. On
elahtv acres, it's just wnracticallv a bhreak even nronosition,

and the onlv wav we can justifyv drilling these is on a 160
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acre snacing. The reason is this is a relativelv thin
zone at helow ten thousand feet, which is alsc characteristic
of the Fast Saunders Field.
N Do vou know whether or not the Commissiocon has
heretofore aopnroved the adontion of special vool rules on a
160 acre basis and nroration units of the Fast Saunders

Pool, and also for the Wiah Plains Pennsvlvanian Pool?

A Ves, sir.

N Are vou familiar with those rules?

A Ves, sir.

N 'That is vour recommendation to the Commission with

resnect to adoption of special rool rules for this field?

A We would like to see the nool rules approximatelw
the same as the Fast Saunders and the High Plains, which
have the 1lff0-acre drillinca and vnroration units. However, we
would like to chanae it a little hit in that we would like to
be abhle to drill our locations ir anv one of the fortv-acre
cormmonents of the drilling and rroration units. And the well
would he located in the center of the fortv acres with the
tolerance of 150 feet from the center. This would give us
a little flexihilitv in developing this.

e want to stav in the center of the field, if

nossihle.

N Now, in vour oninion, would the adoption of special
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pool rules along the lines vou've recommended he in the
interest of conservation and nrevention of waste and tend

to protect correlative richts?

A Yes, sir.
MR, HINKLE: We would like to introduce Exhibits 1
through 4.

MR. UTZ: Without obhjection, Exhibits 1 throuagh 4
will be entered in the record of this case.
(Thereupon, Avvlicant's FExhibits
1 through 4 were admitted into
evidence.)

MR. HINKLE: That's all the Direct.

CROSS EXAMINATION

BY MR. UTZ:

n Mr. T0lf, vou didn't do anv coring in vour Numher 1
well?

A Mo, sir.

0 Did vou intend to do anv coring on anv other wells?

A Not at the present time.

0 bon't vou think it might he advisahle in view of

a temporary order?
A Well, the reason we didn't was bhecause we are -- or
we didn't plan it on the second well was hecause if it's a

water drive field, we wouldn't actuallv need the information,



the additional information that we could vrohahlv oktain
from the corina vpnroaram for waterflcood nurposes.

N Do vou know anvthina ahout the permeahilitv?

2 Ves, slr. “Te have done some rather extensive
nressure draw down and huild ur testina and the rermeahilitv
runs around two hundred milidarcies in this well. Tt varies

a little hit from zone to zone.

N Put vour vnressure draw down data shows about twoe
hundred?
R Ves, sir; anproximatelv two hundred milidarcies,

nrohahly.

n Do vou vlan anv interference tests of anv kind?

™

I'm sure, ves, sir, we will take hottom hole
pressures on these wells after a suitable lenagth of time.
WJith this tvne of permeahility, hased on the testina that we
did earlier, interference, we should he ahle to establish
interference without too much difficultv.
) But with vour water drive, vou won't, will wou?
n “ith this tyre of rate, if it's not a hundred nercent
water drive, we'll be able to, and T don't helieve it is.
The Fast Saunders is not a hundred nercent water drive, as
far as the rates at which thev are takina the o0il out of
the around. Put it is movinag in now.

A Do vou think one vear will aive vou time enouah
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to show what kind of drainage you reallv have in the pool?
A Yes, sir.

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

MR. HINKLE: Do vou have any idea, at the rate of
drilling vou anticipate at the end of the year, how manv
wells you might have in if they are proved pnroductive?

THE WITNESS: Let's see. ©Bv the end of 1270, we
will have six to eight wells in the field, assuming that we
are able to aet the rigs to do the work.

MR. HINKLE: In vyour ovninion, then, vou'll have
sufficient information at the end of the vear to definitelv
determine rate of factors, would it not?

TEE "IITNESS: Yes, sir.

MR. UTZ: Providing vou don't run into a water tabhle,
right?

THE WITNESS: Well, hopefullv, they have got it
oinned down fairlv close.

MR, UTZ: Where do vou think the water tahle is?

THE WITNTmES: It shows on this, approximately,
hetween 6225 and 6250. The MMcDhonald Well in Section 32
tested water.

MR. UTZ: Are there other cuestions of the witness?
e may he excused,

("Titness excused.)
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MR, 17 : Statements in the case?
MR. HIMXLE: Thank vou verv much.
MR, T3 : The case 7111 he taken under advisement,

ard the hearing is adjourned.
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MR, UT7Z: Statements in the case?
MR, HINKLL: Thank vou verv much.
MR. UTZ: The case will he taken under advisement,

and the hearina is adjournec.
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STATE OF MEW MEXICO )
COUNTY OF DERNALILLO )

I, DAVID BIMGI'AM, a Court Pencorter in and for
the County of Rernalillo, State of Yew Mexico, do herehv
certifyv that the foregoina an< attached Transcriot of
Tearinag hefore the YWew *axico 0il Conservation Commicssion
was renorted hv me; and that the same is a true and correct

record of the said nroceedings, to the hest of mv knowledae,

skill and abhility.

Loy ﬁma,&

COUPT REPORTER




GOVERNOR

BRUCE KING
OIL CONSERVATION COMMISSION CHAIRMAN
STATE OF NEW MEXICO LAND COMMISSIONER

ALEX J. ARMIJO
MEMBER

P. 0. BOX 2088 - SANTA FE

87501
STATE GEOLOGIST
A. L. PORTER, JR.
April 6, 1971 SECRETARY - DIRECTOR

Re: Case No. 4353

Mr. Clarence Hinkle

; Order No. R-3963-A
Hinkle, Bondurant, Cox & Eaton

Attorneys at Law Applicant:

Post Office Box 10 .
Roswell, New Mexico 88201 Lone Star Producing
Dear Sir:

Enclosed herewith are two copies of the above-referenced
Ccommission order recently entered in the subject case.

very Eruly yours,

T
s
/

A. L. PORTER, Jr.
Secretary-Director 477

ALP/ir
Copy of order also sent to:

Hobbs OCC X
Artesia OCC

Aztec OCC

Other Mr. Jason Kellahin




