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BEFORE THE 
OIL CONSERVATION COMMISSION 

SANTA FE, NEW MEXICO 
NOVEMBER 12, 195$ 

IN THE MATTER OF: 

CASES 119£ & lk33s 

Application of Graridge Corporation f o r capacity 
allowables f o r certain wells i n a water f l o o d pro­
j e c t . Applicant, i n the above-styled cause, seeks 
an order authorizing capacity allowables f o r the 
fo l l o w i n g described wells which are situated i n 
the project area of i t s water f l o o d project i n the 
Caprock-Queen Pool i n Lea and Chaves Counties, New 
Mexico: 

Cap Unit Well No.32-5,SWA NWA Section 32 
Cap Unit Well No.32-11,NEA SWA Section 32 

both i n Township 12 South, Range 32 East, Lea 
County, New Mexico. 

BEFORE: 

Mr. D a n i e l S. N u t t e r , Examiner 

T R A N S C R I P T O F P R O C E E D I N G S 

MR. NUTTER: The h e a r i n g w i l l cane to o rde r , p lease . 

The f i r s t case on the docket t h i s a f t e r n o o n w i l l be conso l ida ted 

Cases 1195 and A 3 3 -

MR. PAYNE: Cases 1195 and A 3 3 . A p p l i c a t i o n of Gra­

r i d g e Corpo ra t ion f o r capac i ty a l l owab le s f o r c e r t a i n w e l l s i n a 

water f l o o d p r o j e c t . 

MR. CAMPBELL: Mr . Examiner, I would l i k e to en ter an 
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appearance f o r Mr. Russell E l l i o t t , Breckenridge, Texas, and Jack 

M. Campbell of Campbell & Russell, Roswell, Hew Mexico, on behalf 

of the applicant. 

MR. NUTTER: Are there any f u r t h e r appearances to be 

made i n t h i s case today? Would you state your name, please, 

sir? • . : - :' • 

MR. LAMB: Raymond Lamb of the Wilson O i l Company. 

MR. NUTTER: Any f u r t h e r appearances? I f not, w i l l you 

proceed, Mr. Campbell? 

MR. CAMPBELL: Mr. Examiner, I would l i k e f i r s t to re­

quest the Examiner to incorporate by reference the t r a n s c r i p t of 

testimony and Exhibits i n p r i o r hearings i n Cases No. 1195 and li).33 

insofar as t h i s case i s concerned. 

MR. NUTTER: I believe there i s one other case i n t h i s 

series, Mr. Campbell. 132i).. 

MR. CAMPBELL: And Case 1321+. 

MR. NUTTER: I s there objection of consolidation i n t o 

the record i n t h i s case the t r a n s c r i p t and testimony and the Ex­

h i b i t s i n Cases 1195» I32I4. and Uj.33? I f not, these records w i l l be 

incorporated i n the record of t h i s case. 

MR. CAMPBELL: Mr. Examiner, t h i s application i s before 

you on the show cause provision of an emergency order entered by t h 

Commission approving capacity allowables f o r two wells i n the North 

Caprock-Queen Unit No. 1 i n Chaves and Lea Counties, New Mexico. 

We have one witness to t e s t i f y i n connection with t h i s case, Mr. 

» 
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Harr ison. 

(Witness sworn) 

B. Gr. HARRISON, 

ca l led as a witness, having been f i r s t duly sworn on oath, es t i f ie< 

as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CAMPBELL: 

Q W i l l you state your name, please? 

A B. G-. Harr i son . 

Q Where do you l i v e , Mr. Harrison? 

A Breckenridge, Texas. 

Q, By whom are you employed? 

A I am employed by the Graridge Corporation. 

Q I n what capacity? 

A As manager of secondary recovery. 

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

or an Examiner f o r t h i s Commission, Mr. Harr ison, i n a professional 

capacity? 

A Yes, s i r , I have, Mr. Campbell. 

MR. CAMPBELL: Are the witness* q u a l i f i c a t i o n s accept­

able? 

MR. NUTTER: Yes, s i r , they are. 

Q Mr. Harr ison, you are acquainted, are you not , w i t h t h 

North Caprock-Queen Unit No. 1 water f l o o d p ro jec t being operated 

by G-raridge Corporation? A Yes, s i r . 

1 

L 
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Q Do you have some current information as to o i l and water 

production from producing wells i n the North Caprock-Queen Unit No. 

1? 

A Yes, I do, Mr. Campbell. 

Q I hand you, Mr. Harrison, what has been i d e n t i f i e d as 

Graridge*s Exhibit No. 1, — 

MR. CAMPBELL: How would you l i k e these Exhibits iden­

t i f i e d ? 

MR. NUTTER: Call i t Exhibit No. 1 with a s u f f i x on i t . 

11-12 or - l l / l 2 . That w i l l indicate the date on t h i s . 

Q (By Mr. Campbell) — what has been identified as Gra­

ridge* s Exhibit No. 1, -11/12 in Case No. 1195. is that correct? 

MR. NUTTER: And 11+33-

Q — and 1^33> and ask. you to state what that i s , please 

A This i s a p l a t showing the outline of Caprock-Queen 

Unit No. 1 operated by Graridge Corporation, on which are i d e n t i f i e d 

the present i n j e c t i o n wells, the proposed i n j e c t i o n wells, the 

present producing wells, and three wells Nos. 32-ij., 32-6, 32-10, 

indicated i n red, which are proposed i n j e c t i o n wells which have ha<|l 

a l e t t e r of administrative approval submitted to the Commission 

f o r conversion of these wells to water i n j e c t i o n wells. 

Q Mr. Harrison, have a l l the wells indicated by the sym­

bols on the p l a t received administrative approval as i n j e c t i o n weli.s? 

A A l l of the wells i d e n t i f i e d as i n j e c t i o n wells with th? 

so l i d c i r c l e d wells have been approved by the Commission. 
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Q Mr. Harrison, i n your application to the Commission f o r 

an emergency order, you requested that you be permitted to produce 

your Well No. 32-5 i n the SWA NW/lj. of Section 32, and your Well No 

32-11 i n the NBA SW/i+ of Section 32, both i n Township 12 South, 

Range 32 East, at capacity. W i l l you ref e r to Exhibit No. 1 and 

point out to the Examiner what the most recent tests show with re­

gard to the producing capacity of each of those wells, please? 

A These wells were tested on the i^th and 5th of November, 

and as indicated by the red f i g u r e beside each wel l location, the 

upper f i g u r e i s o i l production, the lower f i g u r e indicates water 

production on twenty-four hour test that was made on these wells. 

Currently, the No. 32-5 i s producing 52 barrels of o i l and no water 

and the No. 32-11 i s producing 39 barrels of o i l and no water; both 

of these i n excess of present u n i t allowable. 

Q. Now, immediately to the northeast of these two wells, 

Exhibit No. 1 indicates three wells i n red. I believe you stated 
* 

generally what that indicated. W i l l you please t e l l the Examiner 

what the status of those three wells i s at the present time? 

A These wells Nos. 32-6 and 32-10 are currently producing 

The No. 32-1+ i s a plugged and abandoned w e l l . These w i l l be made 

ready f o r water i n j e c t i o n wells upon approval of the Commission. 

Q, And do you consider tha t , i n view of the r e l a t i o n of 

Wells 32-5 and 32-11, that these three wells to which you referred 

should be converted t o i n j e c t i o n wells to back up the increase i n 

the producing wells? 
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A Yes, s i r , I do. 

Q Now, Mr. Harrison, i n your opinion, i s i t necessary f o r 

you to obtain authority to produce Wells 32-5 and 32-11 at capacity 

i n order to avoid waste by obtaining the greatest ultimate recovery 

of o i l ? 

A Yes, Mr. Campbell, that would be my opinion. 

MR. CAMPBELL: I would l i k e to offe r Applicant's Exhibit 

No. 1-11/12 i n evidence. 

MR. NUTTER: I s there objection to the introduction of 

Graridge Corporation's Exhibit 1-11/12 i n evidence i n t h i s case? 

I f not, the Exhibit w i l l be received. 

MR. CAMPBELL: I believe that's a l l the questions I hav$ 

at the present, Mr. Examiner. 

MR. NUTTER: Does anyone have any questions of the w i t -

116 S g9 

CROSS EXAMINATION 
BY MR. NUTTER: 

"* Q, I didn't understand you correctly, s i r . Now, the wells 

that you have c i r c l e d i n red and f i l l e d i n the c i r c l e s , you have 

requested administrative approval f o r the conversion of these two 

water i n j e c t i o n s , but has the approval been granted as yet? 

A No, i t has not. 

Q I s i t on a waiting period? 

A Yes. The l e t t e r was mailed from our o f f i c e on November 

3, and we have not had s u f f i c i e n t time to receive any word from the 

Commission on those p a r t i c u l a r wells. 

7 
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Q, Do you anticipate the conversion of these wells to water 

i n j e c t i o n soon a f t e r receiving authority to do so? 

A Yes, we do. The No. 32-10 apparently i s ready with the 

exception of p u l l i n g rods and tubing. The No. 32-6 w i l l require 

a very small workover. No. 32-1+ w i l l have to be entered to be 

plugged e f f e c t i v e l y , and i f upon such entrance we can e f f e c t i v e l y 

convert t h i s well to an i n j e c t i o n w e l l , we w i l l use i t . I f not, i t 

w i l l require the d r i l l i n g of a new hole. 

Q Do you have autho r i t y f o r the conversion of any well 

to water i n j e c t i o n wells which has not been so converted as yet? 

A The No. 6-12, which i s an offs e t to the Ambassador 

Unit, has not yet-been converted. The well should be converted 

w i t h i n the next few days. 

Q, Do you have authority to convert i t ? 

A Yes. 

Q, I s that the only one that hasn't been converted? 

A Yes, s i r , that's correct. 

Q What i s the primary reason f o r requesting allowables 

i n excess of the top unit allowable of these two wells, please? 

A We f e e l that we w i l l lose ultimate o i l i f we are unable 

to produce these wells at t h e i r capacity. 

Q Have you read the,transcript of the previous cases --

A Yes, s i r , I have. 

Q — i n the previous hearings of these cases? 

A Yes, s i r . 
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Q Do you agree i n substance with the testimony which was 

presented i n those cases substantiating t h i s t h e o r e t i c a l loss i n 

ultimate recovery? 

A Yes, s i r , I agree with the supporting evidence. 

Q And you would apply that same evidence to these two 

pa r t i c u l a r wells i n question today? 

A Yes, surely would. 

MR. NUTTER: Are there any f u r t h e r questions of the w i t ­

ness? I f not, he may be excused. Do you have anything f u r t h e r , Mr 

Campbell? 

MR. CAMPBELL: No, nothing f u r t h e r , Mr. Examiner. 

MR. NUTTER: Does anyone have anything they wish to 

of f e r i n t h i s case? 

MR. HOOVER: Mr. Examiner, I would l i k e to make a state­

ment . My name i s John Hoover from Roswell, New Mexico, representing 

Gulf O i l Corporation. Gulf believes t h a t the curtailment of pro­

duction from water f l o o d wells w i l l r e s u l t i n ultimate oil,and beini; 

a working i n t e r e s t owner i n the North Caprock-Queen Unit No. 1, con­

curs with the Graridge Corporation i n t h e i r application i n Cases 

1195 and lif33» and urges approval by the Commission. 

MR. NUTTER: Does anyone else have anything they wish 

to o f f e r i n the case? 

MR. LAMB: I am Raymond Lamb wi t h Wilson O i l Company. 

We have appeared i n t h i s Case 1195 and ll|33> and i n the amended 

numbers as they appear. The l a t e s t date, T believe, was May, 
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1958* and have submitted testimony. Since t h i s testimony i s part 

of t h i s case we wish to l i m i t our remarks to a statement. 

We would l i k e to bring to the at t e n t i o n of the Commission, 

and i n t h i s case i n p a r t i c u l a r , a report recently released on re­

search on curtailment of production i n water f l o o d projects. This 

research was carried out by the I n t e r s t a t e O i l Compact Commission 

under the d i r e c t i o n of Paul D. Torrey and h i s committee. This re­

port . e n t i t l e d "Effects of Curtailment of O i l Production from 

Water I n j e c t i o n Projects" was released i n September, 1958. 

Since t h i s paper and i t s conclusions are p a r a l l e l i n many 

respects to the Wilson O i l Company, and since t h i s report i s an 

important unbiased report, we request that t h i s paper be considered 

a part of the record of t h i s case and be i d e n t i f i e d as t o i t s sourc 

In the i n t e r e s t of time we w i l l read int o the record only the con­

clusion of the paper. (Quote) 

" I n reviewing what has already become a rather 

voluminous quantity of l i t e r a t u r e r e l a t i n g to the 

problem of curtailment, i t i s impressively apparent 

that the economic conditions have influenced many of 

the opinions that have been expressed on t h i s sub­

j e c t . I t i s evident that i f most of the projects 

ci t e d as examples had not been c u r t a i l e d i n one way 

or another they would have been more p r o f i t a b l e . 

Thus, as was recognized near the beginning of t h i s 

paper, the p r o f i t motive i s just as important i n the 

e. 
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development of secondary o i l reserves as i t i s i n 

the development of primary o i l reserves. I f the 

economic f a c t o r of time did not reduce income there 

probably would be l i t t l e complaint about the damage 

r e s u l t i n g from prorated secondary o i l production. 

Furthermore, i f i t should be possible to produce 

c u r t a i l e d secondary water floods p r o f i t a b l y over 

extended periods of time i t i s l i k e l y that the same 

amount of o i l , or even more o i l could be produced 

as would have been the case i f production from them 

had not been c u r t a i l e d . The difference i n the think­

ing of the operators, of course, i s that the uncur-

t a i l e d projects are usually more p r o f i t a b l e than the 

cu r t a i l e d ones." 

The Wilson O i l Company wishes to refer to Order 12i|4 which 

sets out the allowable f o r the Magnolia Vacuum water f l o o d . This 
< 

allowable i s determined by m u l t i p l y i n g the top unit allowable times 

the number of developed l\.0 acre t r a c t s . 

We urge the Commission to deny the applicant capacity a l ­

lowable f o r add i t i o n a l wells I n the Caprock-Queen water flood pro­

ject i n favor of allowable plan set out i n Order 12ljlj.« 

This request i s based on these basic factors: 

1. Capacity allowable i n Caprock w i l l not protect correla 

t i v e r i g h t s . I t w i l l deprive operators of t h e i r f a i r 

share of the demand f o r New Mexico crude o i l productio 
n. 
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2. Prorated allowable i s i n the best i n t e r e s t of conser­

vation i n the Caprock water f l o o d project as has been 

the -case of a l l primary production i n New Mexico. 

MR. NUTTER: Mr. Lamb, do you happen to have a copy o f t 

In t e r s t a t e ConBiittee Report that you wish to of f e r i n t h i s case? 

MR. LAMB: I have a copy, yes. 

MR. CAMPBELL: Mr. Examiner, I am going to have to ob­

ject to t h i s being offered as an Exhibit i n t h i s case. Certainly, 

the Ctonxmissisri and i t s s t a f f w i l l have the opportunity, i f they 

haven't already, I assume, to read t h i s publication. I am not 

acquainted with i t . However, the parties who wrote i t or contribut 

to i t are not here to t e s t i f y ; they are not here subject to cross 

examination, and I believe i t i s not proper to o f f e r i t i n evidence 

i n t h i s case. I don't believe i t i s admissible because i t i s not 

competent evidence,in my judgment. 

MR. NUTTKK: YOU have objection to the introduction of 

the statement? 

MR. CAMPBELL: No, not the statement. The statement 

w i l l be a part of the record, but o f f e r i n g t h i s publication which 

i s not -- which we haven't seen, and prepared by people who are not 

here to t e s t i f y , i s the objection I have to that portion of the 

statement and i t a o f f e r into, evidence, as such, i n the case. 

MR. NUTTER: I believe Mr. Campbell's objection to the 

introduction of the document w i l l have to be sustained. The state­

ment w i l l stay i n the record, and that i s a l l . 

he 

ed 
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MR. CAMPBELL: Now, Mr. Examiner, I would just l i k e to 

make one or two observations by way of statement and to some extent 

by way of answer to Mr. Lamb's comments. Toward the end of h i s 

statement, he indicated he did not object to an Order similar to on 

the Commission entered i n the Magnolia case on a u n i t basis. I 

might observe that insofar as t h i s p a r t i c u l a r project i s concerned, 

should the Commission enter i t s Order on a un i t basis and set that 

as the allowable, that that allowable would be in. excess of capacit 

allowables under the present operation of t h i s p a r t i c u l a r project. 

I t seems to me that once the Commission has adopted the policy, whi 

at least to t h i s tione i s the f i r m p o l i c y of the Commission, the 

pr i n c i p l e of capacity allowables, that i t i s better and more r e a l i 

t i c to recognize that p r i n c i p l e without establishing an a r t i f i c i a l 

c e i l i n g or an a r t i f i c i a l allowable which would, i n f a c t , be great 

than the allowable now permitted under straight capacity. For 

straight capacity purposes, I do not believe that there has been an 

evidence offered here to contradict the voluminous testimony and 

Exhibits heretofore taken i n connection with capacity allowables 

i n water f l o o d projects, and I believe that u n t i l there i s some 

evidence to the contrary, we c e r t a i n l y are prepared to stand on the 

evidence that has heretofore been presented, and on that basis we 

seek the capacity allowable f o r these two wells. 

MR. NUTTER: Thank you. 

MR. LAMB: Would the applicant, since the unit allow­

able number i{.0 acre units m u l t i p l i e d by the top unit allowable, 

J 
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since i t w i l l be i n excess of the allowable you expect, would you 

have any objection to having a greater allowable than you have so 

requested? 

MR. CAMPBELL: Yes, we would, f o r the reason that we 

think i t i s an u n r e a l i s t i c approach to the matter. We think that 

the way i t i s set out now, where the capacity allowable has been 

approved by the Commission, as a matter of p r i n c i p l e i n water 

flood projects, that to create a s i t u a t i o n where a u n i t allowable 

must be used, even though i t i s greater than the capacity allow­

able f o r the project, seems to us to be u n r e a l i s t i c and to be a 

wasted step. There are undoubtedly projects where the u n i t allow­

able w i l l not permit capacity. This i s n ' t one of them, but there 

probably are some, and i n those cases, based on the Commission's 

previous findings, they would have to go ahead i n the absence 

of some showing or -ao change of the a t t i t u d e on the part of the 

Commission and give the capacity anyway,, so we can' t see that s e t t i n g 

the u n i t allowable up does a great deal to change the s i t u a t i o n ex­

cept create a rather a r t i f i c a l c e i l i n g on the allowable f o r 

the project. I have never been able to see the advantage of the 

u n i t allowable approach from the point of view of control of 

allowable. 

MR. NUTTER: I wonder i f I could ask your witness a 

question. How many 40-acre t r a c t s are i n t h i s unit? 

THE WITNESS: There are seventy-two t o t a l 40-acre 

t r a c t s . 
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MR. NUTTER: And do you know what the current allowable 

f o r the entire u n i t i s at the present time? 

THE WITNESS: No, s i r , I couldn't state what the allow­

able i s f o r the ent i r e u n i t . 

MR. LAMB: As I r e c a l l the case, we have operated on a 

p i l o t project f o r a number of months, and then the project was ex­

tended as f a r as the area and operation was concerned, and that the 

p i l o t allowable has been carried over, and t h i s i s the f i r s t exten­

sion of that p i l o t allowable, as I understand i t , and we are asking 

f o r two additional wells to be put under the capacity. Of course 

as Mr. Campbell says, i n some cases the top unit allowable i s un­

r e a l i s t i c f o r us to have marginal wells, but we reduce the produc­

t i o n on our we l l to meet the marginal allowable. Even though the 

State grants us a greater amount we reduce our production to the 

amount of o i l that the well w i l l produce. We are not p a r t i c u l a r l y 

interested i n t h i s case solely on i t s own condition, but as a matte 

of absorbing the large part of the demand f o r New Mexico crude, 

which w i l l a f f e c t a l l operators i n the State. We do f e e l that each 

water f l o o d project i s e n t i t l e d to i t s f a i r share and i n our opinio 

that f a i r share i s the top un i t allowable times the acre units i n 

the project. I think they are e n t i t l e d to i t , and I think they 

should have i t and since Case 12i|lj. has been set out on a permanent 

basis f o r allowable, we suggest that that be carried over i n t o t h i s 

case too. 

MR. NUTTER: Do you have anything further,Mr.Campbell? 

> 
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MR. CAMPBELL: No, s i r . 

MR. NUTTER: I f there i s nothing further on Cases 1195 

and lii-33, we w i l l take the case under advisement and the hearing i s 

adjourned.. 

* 
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C E R T I F I C A T E 

STATE OF NEW MEXICO ) 
ss 

COUNTY OF BERNALILLO ) 

I , J. A. TRUJILLO, Notary Public i n and f o r the County of 

B e r n a l i l l o , State of New Mexico, do hereby c e r t i f y that the f o r e ­

going and attached Transcript of Proceedings before the New Mexico 

O i l Conservation Commission was reported by me i n stenotype and 

reduced to typewritten t r a n s c r i p t by me and/or under my personal 

supervision, and that the same i s a true and correct record to the 

best of my knowledge, s k i l l and a b i l i t y . 

19^8, i n the City of Albuquerque, County of B e r n a l i l l o , State of 

New Mexico. 

WITNESS my Hand and Seal, t h i s , 

My Commission Expires: 

October 5, I960. 
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