BEFORE THE
OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO

The following proceedings before the 01l Conservation
Commission, State of New Mexico, came on pursuant to legal
notice of publication, and at the time and place as set out
below.

NOTICE OF PUBLICATION

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

The State of New Mexico, by its 0il Conservation Commission
hereby gives Notice pursuant to law of the following public
hearing to be held April 18, 1949, beginning at 10:00 o'clock
A. M. on that day in the City of Santa Fe, New Mexico in the
Senate Chambers.

STATE OF NEW MEXICO TO:

All named parties to the following case
and Notice to the Public:

CASE No. 180

In the matter of the application of American Republics Cor-
poration for an order granting permission to drill eight
unorthodox locations, on its Robinson "A" and "B" leases,
located in sections 27, 3l and 35, Township 17 South, Range
29 East, N. M. P. M., in the Grayburg Jackson pool of Eddy
County, New Mexico, and for permission to unitize certain
tracts for proration and allowable purposes.

Glven under the seal of the 01l Conservsation Commission of
New Mexico, at Santa Fe, New Mexico, on April 1, 1949.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

BY _(Signed) R. R. Sgurrier
R. R. SPURRIER, Secretary

(SEAL)




BYruRE: Hon. R. K. Spurrier, Secretary and Member

n &. Cochren, Jr., Artesia, N.i., for American Re-
blics Corporation.

Williiam B. iacey, Artesia, New Mexlico, for American Re-
publics Corporation.

M. O. Krouskop, Hobbs, New ilexico , for Lea County
Operators.

Frank C. Barnes, Santa Fe, Hew Mexico for 0il Conservation

Commission.
r=

Blvis A. M3b®, Santa Fe, New lexico for 01l Conservation
Comrissione.

He G. =1lis, Artesia, New liexico for Buffsalo 0il Company
George i. Graham, Santa Fe, Jdew iexico for 0il Conservation
Comiiission,

CUIRISTILETR SPURRIER: Let us consider that the Commission is

Open for formal hearing in the absence of the other two Commis-

sioners or either one of the other two. The minutes of the

Commission will show that I have been instructed to sit as an

examiner and I will sit for the purpose of taking the record

only.

Mr. Graham, will you read the advertisement for the
first and only case?

(Reads the notlce of publication in Case No. 180)
COMLIS3ICHER 3PURRIER: Mr. Cochran, you are appesring, 1 assunme,
for /mnericen Hepubllces Corporation?

L. Yes, I am and we also have zr. Willlem B. lacey and Mr.

.G irocusikop.

1, CUCHRAN:  wr. Spurrier, Americsn Republics Corporation owns

certain producing properties in The Grayburg-Jackson Pool of

Lday County, New liexico and among the properties owned by that

company are what is designated as the Robinson "A" lease which
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is described as follews, to-wit:

b

CRIN30n "an L:ASE, Las Cruces Serial No. O2b775(a),
descrlbed as SE& Section 27, NEx Section 3+ and
L5t Section 35, Township 17 South, Range 29 East,
T.T.’.m., in ®Kddy County, New Mexico, and containing
100 acres;
and the
ROSINSON "B" LEASE, Las Craces Serial No. 028775(’0),
descrived as NEZ, Ezhn— and E53W: Section 27, Ef and

ko ’41 1

Z5Ws Section 35, Township 17 South,dange 29 East,
N.%.P.K., and containing 800 acres.

Tne Robinson "A" lease consists of !J00 acres and the Robinson
"3" lease consists of 800 acres. Both of these leases are pro-
ducing leases. American Republics Corvoration makes this Appli-
cation to drill eight (3) unorthodox, "five spot" locations on
tliese two leases - four of these locations to be on each of
these leases and American Republics also makes apvlication to
create, for proration and allowable purposes, three units. Now,
in the drilling of these unorthodox locations, it is not American
Renublict's intention, nor do they ask that they be granted any
additional allowable from these wells or the unit tract upon
which the wells are located but, they would simply produce the
total allowable as fixed by the Commission for the total number
of developed forty acre units from the total number of wells on
the three proration units. And, after the completion of these
"five spot" wells, at no time, would any well, located upon these
units, be permitted to produce in excess of the top allowable as
set by the Cormission.

/e have a witness, lir. Macey, we would like to have sworn.

(~iitness sworn)
Wwilliam 3. Macey, having been first duly sworn, testified

as follows:
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DIRZCT EXAMINATION BY ER. COCHRAN:
Qe State your name.
A. Vvillliam B. Kacey
L. Winom do you represent?
i I revresent American Republlcs Corporation.
e In wnat capacity?
A. As Division Engineer in jlew kexico.
Q. As Division Engineer in New liexico, are you familiar with
the Robinson "A" and "B" leases and the wells located on these
leases?
A. Yes, sir.
Qe Mr. Macey, have you testified before the Commission before?
A+ Yes, I have.
Qe Mr. Spurrier, do you accept Mr. Macey's qualifications?
A. Yes, I do.
¥R. COCHRAY: Nir. Macey, I hold here what is "Applicant's
Zxhibit Fo. 1". Now, 1is that the same map - is the map which
vou hold identical to the map which kr. Spurrier has before him?
Ae Yes, it 1s the same with the exception that the unit areas
are not outlined.
. CUCCHRAN: Will you, lir. Macey, point out, in the map which

A

iir. Spurrier has, marked "Txhibit "A", the location of your
Robinson "A" and "B" leases?
lir. liacey points out the leases on the map held
by Mr. 3purrier and states that the "A" lease
comprises 400 acres and the "B" lease comprises
300 acres.
. [ir. liacey, are both of these leases federal leases,
A, Yes, sir,
Q. Mr. daoy, how many wells have been drilled on the "A" lease?

£. We have drilled a total of eleven (11l) wells, of which ten

—i!_-



are producing at the present time.

Q. Wnat happened to the other well?

A. The other well was abandoned at the end of 1948 due to

the mechanical defects in the well.

Qs I notice that on Mr. Spurrier's map no notation is made

as to the abandonment of fell No. 2. Will you make a notation

on there to the affect that there 1s temporary abandonment?
(¥r. liacey makes such a notation)

Je Tlow, Hr. llacey, how many wells have been drilled on the

"B" lease?

Ae 4 total of twenty (20) wells have been drilled on the "B"

lease.,

Q. How many of these wells are producing?

A. Of the twenty (20) wells drilled, eighteen (18) are pro=-

ducing. Two of them being wells which are producing from the

Grayburg-XKeely zone and the remaining of the wells are producing

from the upper San Andres formation.

Qe VWnat 1s the spacing pattern that these wells are drilled on?

A. The Grayburg-Jackson wells are drilled as center locations

in each forty ([l0O) acre unit in every case, except two wells

which are producing from the Grayburg-kKeely zone as ten (10)

acre locatlons. These wells being located in the northeast

quarter of Section 27.

Qs lir. llacey, in your application it is stated that you do not

believe that one well in the center of a forty (MO) acre legal

subdivision is sufficient to obtain all of the recoverable oll

under that forty (40) acre tract and that you believe that a

greater ultimate recovery of oil would be obtained if you were

permitted to drill certain "five spot" locations. Will you

-G




exnlain to the Cormmission the reason for your belief that
one well will not drain those forty (40) acres and why you
feel tnat the drilling of Wive spot" locations will enable
you to produce oil that might not otherwise be recovered
and obtaln a greater ultimste recovery of oil from these
leases?
Ae Well -- in completing our wells on this particular area -
in this particular area we set our production casing and
center 1t and tnen drill approximately two hundred (200) more
feet of alternate production and barren zones in our natursl
production zZone as well as - as far as our hourly production
is considered good -~ sometimes by measuring in a five gallon
bucket - by that I mean that we have a fairly low production
in alrmcst every case. This leads us to believe that we have
a very low permeabllity and in acidizing these wells, we fre-
guentily find underzground pressures, waich are very high, and
very abnornal, for this vparticular depth and in some instances
it 1s impossible to acidize zones cue to the fact that they
are too tight and the pressures required to affectively break
up thie zone are orohibitive.

Vie have had one unusual circumstance to prove to us the
point that we are not draining forty (l0) acres with one (1)
well, In 1929 we drilled our Number 2 "A" well to a total
depth of two thousand one hundred and fifty (2150) feet. The
well was drilled as a one hundred ana forty (140) foot location
out of the northeast corner of Section 3&. In the summer of
19547 we lost some equipment in the hole and the well had to

be sbandoned. ¥Prom the date of completion until the time it

o

was anendoned Uhe well produced a little under ninety thousand
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(90,000) barrels of oil. In the fall of 1918 we drilled

our Fumber 12 "A" well, tnis well being located six hundred
sixty (500) feet out of the northeast corner of Section 3&.
Tie distance between the Number 2 "A" and the Number 12 "a"
1s three nundred ten (310) feet on the surface. Ve completed
tiils well for an initlal productlon of three hundred twenty-
eight (328) barrels per day and at the present time this well
has a bottom hole pressure which 1s within twenty-five (25)
percent of the virgin pressure of the reservoir. Therefore,
inasmuch, as we had already produced a total of ninety thou-
sand (9U,000) barrels from this forty (QO) gcre unit to start
with, we are firmly convinced that this particular production
zone in Utnls area had never been sufficiently drained or
spparently had never been drained at all.

iiR. COCHRAN: Now, kr. kacey, in your application you ask for
permission to drill eight (8) "five spot" locations - the
measurenents from section line on each well are set forth in
the apnlication. %ill you point out to lir. Spurrier, the loca-
tion of these eignt (8) "five spot” locations on his map?

Mr. kacey polnts out the location on
the map and states

e plan to drill all of 13, 1, 15, 16 of the "i'" Lease
and the rest of 23, 2L, 25 and 20 of the "B" Lease. All of
these wells will be completed in the Grayburg-Jackson pool.

Qde I you are granted permission to drill these wells, how
will they be drilled?

A. It 1s our plan to drill the wells one at a time to start
with and if the information which we obtaln supports our present

ideas in regard to the reservoir there is a good possibility

that we will drill the wells two at a time.,
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Q. Would it be possible, Mr. Macey, that if the results

you obtain from drilling one or more of these wells were
unfavoranle tien, you might wish to modify the number of

wells that you propose to drill now?

Ae YTes, sir 1f we run into some unforeseen things we do

not want to be obligzated to drill the wells.

Te . lLiacey, 1n your application it is stated that 1f you

are permitted to unitize certain specific tracts for proration
end zllowable purposes that the creation of such unitized tracts
would enable you to produce the wells on each unit at a more
effective and more efficient rate of withdrawal and thereby
you woald obtain the greater ultimate recovery of oll. Will
you explalin to lir. Spurrier how tne location of these pro-
ration units would enable you to accomplish that?

A. This particular reservoir is definitely a solution gas drive
reservoir - by that I mean the entire energy present necessary
for movement of the oll to the bore hole comes from the gas in
solution,

Qe If the gas which 1s in such zone of the wells at the edge
oi the structure suificient to produce a very small amount of
water?

A. Two to four gallons & day but we do not coansider that there
is any effective water drive in this particular area, and we
have never found any evidence of a gas c&ap.

J. Now, in this particular type of reservoir a control of

gas oil ratio, the effective control of gsas 0il ratio is very
desirable, is it not?

L. Taking the Unit Jumber 2 Area, it is at the present time -

we have ten producing wells in this area and 1t 1is our intention
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to drill four "five spot" locations. By drilling these four
"five spot" locations we hope to obtain sufficient production
so tnat we can control the gas oll ratios - each of the wells,
by that I mean, that in the event that we find that it is no
event to flow a well at the rate of thirty-seven (37} barrels
oer day. At that rate of flow we would have our oil and gas
ratio - we would cut that back and produce our old ratio and
therefore be producing the allowable from ten (10) units out

of fourteen (1ll) wells. We can more effectively control our
ratios and in the end increase our recovery and increase the
ammount of oil which we will oroduce per number drop in bottom
hole pressure.

G. 1lir. lMacey, the three (3) proposed areas that you wish to
create for proration purposes are described in detail in your
application, is that correct?

A. That is right.

Ge Will you point out to Mr. Spurrier these three proposed
unit areas?

i. Yes, Unit Area I, Robinson "B" Lease, NE/li, E/2 NW/li and
E/2 8Vi/li Section 27, Township 17 South, Range 29 East, K.M.P.M.;
Unit Area II, Robinson "A" Lease, SE/l Section 27, NE/l Section
3, w/2 nwW/lp Section 35, Township 17 South, Range 29 East, N.M.P.M.;
Unit Area III, Robinson "B" Lease, E/2, E/2 W/2 Section 35,
Township 17 South, Range 29 East, N.ki.P.Me

Qe Is it true that the drilling of each "five gpot" location
will cut the second well on the forty (i0) acre unit.

Le Yes, it is.

Qe It 1s not your iantention and you do not ask the Commission

that you be granted any additional allowable for these tracts?
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A. That is right.

Qe If you are permitted'to unitize these three proposed areas
for proration and allowable purposes now would those parti-
cular units be procduced as far as the allowable 1s concerned?
Ae. Ve would take tests - periodic tests to determine the
effective rate at wiiich we would produce each well and through
thiese tests we would take our allowable - prorate it among &all
the wells in such a manner that we would use the least amount
of energy in producing that anount of oil.

Qe liow, using No. 2 as an examvnle, at the present time, that
is comprised of ten (10) forty (LO) acre units, is it not?

A. It is.

Q. Now, if you drill the "five spot" locations then you would
simply produce the allowable approved by the Commission from
the fourteen (1l) wells instéad of ten (10) wells now producing.
4. That 1s correcte.

Q. Is 1t your plan to produce any wells in Number 2 as top
allowable, as set out by the Commission?

Ae No, we are not planning to produce any wells in Number 2
as top allowable wells as set out by the Commission.

2. How, ilr. liacey, 1s the Grayburg-JdJackson Pool different from
other pools in the State? I mean by that that you testified
that the formation here is very tight - Now, would this same
thing apoly to other pools in New Mexico?

A. Noe. There may be other conditions eiisting in certain
other fields but I do not believe that this particular appli-
cation even applies to the entire Grayburg-Jackson field, how-

ever I - there may be some other fields where similar production

practices would be anplied however I belleve they would be few

in numbers,
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ITi. COCHAN: lir. Spurrier, 1 have a letter from Mr.

sorrell's office wihich I would like to introduce. (Letter
introduced and marked Exhiblt #2.) This letter is sddressed
to me and is dated larch 29, 1949 and is signed by R. E. Can-
field, Acting Supervisor, 0il and Gas Operations, United
States Department of the Interior Geological Survey, which
letter, among other things states that no objection is

offered to tiils application by that office. It is their
opinion that thne drilling of additional wells should be en-
couraged to increase the ultimate recovery of oil and gas

from the Grayburg-Jackson pool. Now, ir. Spurrier - Gray-
burg 01l Compeny of New liexico and iV estern Production Company,
as you know, have been drilling some '"five spot" locations
and, at the vresent time, they have completed some seven such
wells and they have two additional wells drilling and it is our
belief tanat it would probably be good testimony to make a part
of this record if Lr. Krouskop would state generally the re-
sults wnich they have obtained thus far in the drilling of
"five spot" locations in this particular area and in fact in

the leases in Section 26,

(lir. Xrouskop tskes the stand)
. COCHRAN: Your name 1is Ili. O. Krouskop?
L. It ise
. You are employed by the Grayburg 01l Company of New kexlco?
Ae Yes, I anm
. You have drilled a number of "five spot"locations ON Gray-
burg and western Production leases adjolning american Republics
leases?

A. Yes, I nave.
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Ge 111l you state briefly, Lir. Xrouskop, the results

wnich you have obtained from the wells completed thus

far and tell kir. Spurrier something about the bottom

hole pressures that your recently completed wells have?

A. Seven (7) of the unorthodox locations which were auth-
orized by the New kexico 01l Conservation Commission Order
Number 791 have been drilled within the Grayburg cooperative
and unit area, all but one of these wells were completed for
initial production of well over top allowsble. Daily
potential renges from forty (lj0) to three hundred eighty-nine
(339) barrels per day and to date the production of these
"five spot" wells has had no apparent affect upon the per-
formance ¢cf their offset wells - that is, there has been no
abnormal deviation in daily production potential, nor in
botton hole pressure, nor has there been created any significant
changes In the gas alterations, - static or in any static
bottom hole pressures, have been obtained on the first five
(5} of these wells completed to date. Now, the fact that it
took any where from eight (8) to twenty-seven (27) days for
these wells to reach static condition would indicate the very
(tight nature of this reservoir) and while we were obtaining
three of these pressure build-ups, we conducted tests of
several of these wells in order to try to establish inter-
ference bhetween the inside well and its immediate offsets

and these tests of a period of forty (l10) minutes in length
showed that we hed no interference between wells. In comparing
bottom hole pressure of these "five spot" or inside wells
with average pressure of their immediate offsets, it has been

found taat in but one instance the pressure of the inside
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well has been nigher than the aversage pressure of the
offset. This pressure difference ranging from sixty-five
(L5 pounds to two hundred (20C) pounds, and in the one
case where the "five spot" pressure is lower, this pressure
difference was eighty-six (86) pounds, and in consideration
of these observutions and the excellent performence records
of the "five spot" wells completed to date, why, it is my
belief that the Grayburg 0il Company of New dexico and the
Wiestern Production Company, Incorporated, will recover con-
siderable oil that otherwise would be left in place in the

reservoire.

FR. STALEY: What was the earliest pressure tnst you had -

the history of the - How long ago was the first pressure
taken? The first you have any record of?

A. Thsat was in the old area, three hundred fifty (350)

to four hundred (400) pounds at that time.

Qe IHow will tinese pressures compare with those?

Le They are qulte a bit higher pressures.

VK. COCHRAN: Wr. Spurrier, do you have any questions, or

does any one have any further questions?

R, SPURAIER: ©No questions. There being no further guestions
to be properly brought up before the Commission and no one has

anything else to say, the meeting is adjourned.

STATE OF HEW i=XICO )
HEE
COUKTY CF SANTA FE )
I, Virginia [I. Chavez, Notary Public, hereby certify that

the foregoing transcript of proceedings before tne 0il Con-

servation Commission of the State of New lexico, at The time
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and place tierein set out, is a true record of such
proceedings to the best of my knowledge, skill, and
ability.

DLTED at Santa Fe this 21st day of fLpril, 1949.

e / s
PR

”Notary Pubiici

My Commission expires April 1C, 1950
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