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eaGE 1

BEFORE THE

NEW MEXICO OIL CONSERVATION COMMISSION

Santa Fe, New Mexico
October 13, 1964

EXAMINER HEARING

IN THE MATTER OF: Application of Gulf 0il
Corporation for a unit agreement, Lea
County, New Mexico.

and

Rpplication of Gulf 0il Corvoration for a

waterflood project, Lea County, New Mexico.

BEFORE: Elvis A. Utz, Examiner

TRANSCRIPT OF HEARING

Case No.

Guigs

v

3119
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MR, 1'TZ: The Hearing will come to order.

Apnlication of Gulf 0il Corporation for a unit

agreement, Lea County,., MNew Mexico.

MR, XASTLER: If the Examiner please, I am Rill
Kastler from PRoswell, New “YMexico, appearing on hehalf of Gulf.
We would like for Cases 3112 and 3119 be consolidated for

the nurmoses of the Hearing; and our twoe witnesses are Mr. Vv

M. Hendricks as petroleum engineer and Mr. Bates Boles as a land

3
o
o3

MR, UTZ: Case 3119 is a waterflood for the Tnit
in 3112; is that correct?
The Cases will be consolidated for the purroses of

testimony, and senarate orders written on the new cases.

MR. KASTLER: IHe has prevared data in the form of a
brochure, and there are three cornies. They are all marked for

identification in the interest of sneecd.

MR. UTZ: The witness will stand and be sworn,

(Witness swern.)

VANCE M. HENDPICKS,

called as a witness herein, havinag heen first culy sworn on
oath, was examined ané testified as follows:-

DIRECT EXAMINATION

By M7, XASTLER:

L

T
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the ~ommi

leeses shown within the provosed Sourh Penros

Please state your name, position and emnlover.

Vance ". Hendricks, Petroleum Fngineer feor the Oulf

D11 Cormoration, Poswell, Yaw Mevico.

Tave vou nrevicusly testified hefore the Mew Mevico

versatinn Commission?

Yes, sir, I have.

Are vou familiar with the techrical acnects of

n

Cascs 3112 ond 3119, consnlidated?

Vog ., six

In which Qulf seel's annrecvel nf +he Sonth Ponrose

Slalls T™mit?

T am,

MRL FASTLER: Are the Aaualificaticor

)]
J
h

(my

T

s

n
D
3
9]
=
T

witness satisfactory to the Commission?

MP, UTZ: Yes, sir, he has previously cualified hefore

ssion.

L

(By ™r. Rastler) %ill you please state whv the

se 5t

elly ik

The proncsed unit is heino formed so that the

Skellv Pool can te waterfloodar
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and state what 1s shown thereon.

= Ty
i

Txhihit YMumher Mne is a man of central Tea Countvy

near the vicinityv of FTunice, New Mexicc. 2utlined in vellow
4,209 acres which 122 wells have heer Arilled anéd produces
o you have a structure man chowing a portion of the
Penrose Skelly Peol which is to he included in the pronosed

Unit?

*ry

. Txhibhit Tumber Two is a sub-surface structure ma

8]
kel

of the Crayburg reservoir from which the Penrose Skelly
nrocuction goes. The Penrose Skelly Pool produces from a
northwest southeast trending anticline, having a 4din on the
north, west, and south flanks of approximately 70 feet per
mile while to the east it 1s approximately 50 feet nmer mile.
This man was contoured on the ton of the Grayburg formation
and has a contour interval of 10 feet.
What are the geological characteristics of the
reservoir to he waterflooded?

pat The Grayburg formation is a light gray fine crystalline
dolonite and white crystalline dolomite having occasional thin

beds of fine qgrainecd dolomitic sand.

1

|

Yes, air, i1t is Txhihit “tumher Tne in this 5

|

hrochura. |
~ Yr. Tendrichkis. will veu refar te Tyhihit Munber Tre

h
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T

L

on the same 40 acre location as the in

Exhibit marked 3-A. This is a radioactivity log for Zachry's A

Do you have well logs for the nroposed injection

locations?
A Yes, sir. They are marked as Exhibit Number 3..p
through 3-D. Although injection is planned in six wells, only

two of these have heen loagged. The logs of deeprer twin wells

ection wells, have been

.

includec¢ so that we have logs for four of the six injection

locations.

n That is, you have logs on the 40 acre unit of four

of the six locations; is that correct?

2} That's correct.

0 And two of them are the wells that are the injection

wells themselves?

2 That 1s correct.

2 Anc two others are logs of twin wells on that samre

40 acres where there is an injection well to he located?

A That's correct.
0 And the injection wells are all dug: is that not
| correct?
A ?hey are existing wells.
0 Selecting one of these logs, describe what it shows.
A In the back 0of the booklet in the pocket is an

L,. Downes Mumber Two situated in Unit € of Section 5, Townshirp
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22 South, Range 37 East. The top of the Queen, Grayburg,
and San Andres formations are shown. The nortion of the
Grayburg shaded in orange is the reservoir that is to he
waterflooded.
MR. UTZ: Which log are we lookina at?
2. It is marked "3-A",

MP, UTZ: Bpll right.

XD

(By Mr. Kastler) Yes, sir.

A The unitized interval will be fror the top of the Oueen
f ormation to the too of the San Andres formation as shown on
this log.

) Have you prepared an Exhibit showing the production

history and present status of the wells in the nronosed

South Penrose Skelly Unit?

a Yes, sir, it is marked Exhibit Number Tour.
0 Please exvlain Exhibit “umber Four.
A

A The Exhihit shows the production performance of the
56 Penrose Skelly wells that are now producing. The center
curve checked in the red is the 0il production historv. As can
be seen the average oil nroduction ner well within the nit Auring
June was 3.3 harrels ner day. The curve helow is a water
production historv curve. It shows that the average daily water
oroduction is 3.4 harrels ner dav per well Adurinc the same

month. The unner most curve is that of the nroducing gas-cil
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ratio. In June the »roducina gas-o0il ratios for these 56 wells

n 19,843 to One.

n Ts FExhihit Number Five

]

tabhulation of the monthlwy
oil, water and gas nroduction from which Txhihit Vurher Fonr

Wwas nranaredc?

2 Vos, sir, that's correct.
N Mr. Yendricks, what does Exhihit Vumher Six show?
A Exhibit Numbher Six is a combination ran ard

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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area in the upper left portion of the map is the proncsed

couble S5-snot pilot waterflood. Six wells will he converted
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to water injectors. Tvery well on the map within ths unit arca
nas been colored in either red, sreen or yelloy

The red wells are those that are currently producino

in the Per

rose Skelly Pool and there are 56 of these wells.

The Ifourteen colored in grecen are wells that are

arce colored vellow and these
Pecl wells that have hoen
recorinleted into another nreducirg horizon or have ;een
nermanently ahandoned.
~ nre there anv 40-acre locations which have rnever becr
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ey Yes, sir. "There arce four that have never heer Arxillerd
and there are four others, althoudh havine a well thareor,
f.ave never rroducel from the Penrose Skelly Pocl.,

7 Is it the pnroposal to utilize these wells?

r 2n the locations which has a well on it. TThen the nil
resnonds and exvansion occurs,; ther a well will e needed on
everv 40 acres.

“ And there can elther he dualed or sinagled, as tho
occasion demands: is that correct?

74 That's correct.

~ Do the diagrams on Exhikit “Turber Six show how the
injection wells will he equiped in the waterfloos?

I Yes, sir, the casing orogram and Jownhole cquinpment to
be usesd is shown. Using Zachry Downes Pumber One as an

example, which is checked in green on the left side of the

Exhihit. It can be seen that the 7 inch casinc is cenented

at 3,522 feet. A casing liner will he cemented in »nlace

from within the 7 inch casing to a noint within the Gravhurg

above the vorosity development. Water will “e injected through
internally plastic coated tubing below a tension packer to he
set in the liner and into the onen hole and then into thre
Grayburg formation.

o

U
ot

The injection will be through the nlastic coated linerJ
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or tubing, hut into the exposed open hole in the Gravhurg

Section?
A That's correct.
0 that will be the source of the injection water, tyne

of water to be used, and other related matters regardina

injection?
A Brackish water will be obtained from the San Andres
formation. The water will be produced from Gulf's W. M.

Rinewalt Number Two, This well is checked in green on Fxhibit
Mumber Six and it is situated in Unit ¥ of Section Four,
Townshio 22 South, Range 37 Fast inside the unit area. The
well was originallyv completed in the Brunson Tllenburger Pool

but is now recompleted in the Penrose Skelly Pool.

N It is plugged back: is that right?
A Yes, it is a plugged back well based on the estimated
daily injection volume of 500 barrels per injection well. It

is anticipated the water needs will he about 3,000 barrels per
day. All surface equipment will he corrosion resistant. The
initial injection)nressure is estimated, although, will he less
than 570 pounds but will increase unward to 2,000 pounds as floo
Drogresses.

0 Won't this injection well be needed as this water

well will he needed as a producing well in your unitized formatig

2 When the »nilot is exrmanded it will he on a location in

pr]

7

n?
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which injection will be needecd. There are other wells on that
4n-acre location that could be used if this one is continued
as a water supplied well.

n What other results are expected from the nrocject?

A It is helievad that the nronosed waterflood nroject
will recover additional oil in the maagnitude o0f £5 nercent of
the reservoir ultimate orimarv recovery. In terms of barrels
we should receive some four million additional harrels of
water.

N What are the reasons for the proiect and what
recommendations does Gulf,as a nit Merator,have to the
Cormission?

2 Since the Pool produces hv a solution gas Jdrive

mechanism,

)]

censiderable ~uanitvy of o0il will remain unrecoverad
at the end of »nrimarv denletion urless a secondorv racoverv
nroiect is inaugurated to increase ultimate oil recoverv., Tn

i

view of thrge circumstances, Culf, in asacciation with Amer=aa.

Continental . Hurmhle, “Mohil, Pan American. Shell, Tevaco an?
others has concluded that the hest course of action is the
unitization of the wells in the portion of the Penrose Skelly
Poll showvn on Txhibhit Number One so that a Jjointly owned

waterflood can he undertzsken.

T™erefore, Gulf 71l Ceornoration, as the ZSouth Ponrose




servation 007

nronosed vaterfleood facilities and arant

et s +1 IR £ = 3 - p 1 4
eciizl to the swi ©f the current allowahles for the mnit wells

. 1 =g T At I+ 3 3 . - »
v0lls situnte 1n the nilet waterflood area as »nrevicded in "ule

~ Aro all of these wells, these Penrose Skelly wells

at the stripoer stage at nresent?

» Yes. the wells feor a total averace for all cf +he

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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dearnley-meier

;
0 nroject area they are currently onroducing at 1.¢ barrels ner
=
< day, average.
< A
5

N In vour opinion, would the grantinag of this

foplication he in the interest of prevention of waste and

nrotection of correlative rights?

2 Yes, sir, it would.
0 Were Exhibits Number One, Two, Three, ¥our and

Tive, as well as the narative data, prepared hy vou, or at

your direction or under vour supervision?

3 It was: ves, sir.
2 Gulf has received a cony of a letter dated September

" . . .
23, 1964 from the State Engineer of Yew Mexico, +5 the 0il

Censervation Commission, which concerns the feasibility of the
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of the South Penrose Skellv Unit insofar as the orotection of

water is involved?

A Ves, sir, we have.
!
N And does the State Engineer's Office concur in this
iAleication?
|
‘ A They do.
n and thev conclude that the wells, the injection wells,

| are wells cased and protected?

A Yes; that is correct.

0 And that the use of the Brackish water involved within
the Unit area would nct jeopardize any fresh water supplies?

A That specific point was not covered in this letter:
rhut that is a fact.
0 It is implied.

MR. KASTLER: This concludes the direct techinical

testimony, Mr. Utz.

MP, UTZ: Is this your land man?
MP., KASTLER: This is our production engineer.

0 (By Mr. Utz) "It is my understanding that all water wi
be injected through plastic coated tubinag under a packer into
ovenhole formation?

A Yes, sir.

0 (By Mr. Utz) And at this time you are asking for

six injection wells?

1.1
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L.

2 Yes, sir.

0 (By Mr. Utz) Now, anywhere on your Exhibits, are
those six injection wells listed hv location, exact location?

A Yes, sir. On Exhibit Mumber Six thev are; the six
wells shown for injection, in the diagrammatic sketch.

MR. UTZ: Are there any other cuestiosn of the

(Mo response.)

MR, UTZ: The witness may be excused.

"(Witness excused.)

MP. KASTLER: I now ask Mr. Rates Boles to take the
stand.

In Mr. Boles' testimony, he will use three copies of
the proposed nit Agreement and three copies of the »roposed
Init Operating Agreement which should he marked Exhibit's
Seven and Bight.

(Whereupon, Applicant's Exhibit's
Seven and Tight marked for
identification.)

MR, T'"TZ: The witness will stand and be sworn in.
BRATE S BOLTS, called as a witness herein, having
been first duly sworn on oath, was examined ancd testified as

follows:

DIRECT EXAMINATIONM

BY P, ¥YASTLER:
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n Please state vour name, vour title and emnlover.
A Bates Boles, District Clerical Sunervisor, Gulf

N1l Correoratien, Roswell, Mew Mexico.
0 Tave you nreviously been qualifie” as a witness to

testify hefore the New Mexico 0il Conversaticon Commissiorn

with conjecture with nit n»nroposals?

A Yes, sir.
n Anc in vour duties have vou hecorne familiar with the

unitization of the South Penrose S¥elly "mit?
A Yes.
MR, XASTLER: Are the witness' ocuclificaticns
satisfactory?
MR, UTZ: VYes, sir.
Al (Pv Mr, ¥Yastler) Would vwou nleasec agive the statuys
nf the Wnrkinc Interest Ovrners' sian-up or evecntion, 2t +%

time?

2ased on secondarvy nhase narticination, anproximatolw
66 norcent of the Working Interest Owners have simned, Wa
have an additional 23 mnercent who have indicated that they were

in the process of signing, "ut we have not receivecd their

[}
H-
QO
[V
3
"
[o1]
-+
}.J-
h
l_-l
Q
Yl
o+
f—l
@)
w3
Ul

7 That weuld he 2 trntal of 89 nercent, =2ither mnromiszes
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o

arnroxis

at t

Ves.

his time?

any Yorking Interest Owner stated o would not

Ionrovimately 1 percent?

Annroximately 1 nercent.

“oul
™
Rased

wately

nercent Tederal lands a

-

has sicned. T
heing signed,

has ratifies t

are the tracts involvinc that Tnit Mmeratcr

vy a2t the odge of the Tnit Drea?
are situcted on the edlae of the area. Ora 1s on

7 vou nlecasce gilve the status of the Rovalty Twners
2 on seconcary phase narticination,

72 nercent of the Unit Ar:

-

5

1 12 mercent State lands. e have

e

aopronimately £0 nercent of the rovalty ownershin on fee lards

N

£ we consider the State and Tederal rovalty as
anproximately 85 vercent of the royalty ownershi»

he TMit Agreement.

the South Penrose Skellv Unit Agreement heen




2l

and held s meeting and wrote the instruments to the satisfaction
|

of all "orkinc Interest Owners.

|
i
i
1

n Tave the instruments hecen subnitted to the unitizetinn

of the State Lané Nffice for nreliminary aonroval?

|
; ? Yes, sir. |
‘ |
i . |
i n AnA has such anproval been granted in form and 1
* |
i content? i
|
|
i £ Yes. !
!
|
1 n Yas the Unit Agreement heen exanined and aovproved
‘ .

hy the 11.8. Geological Survey, hoth in Roswell and in Washington
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e i

pod I n.e.?

= i

: |

o E a . . 3

a 2 Yes, and the Acting Director of the T1.5.G.S. gave

= Z

| S = . . . . "

P this Unit Area preliminary approval hy letter dated Anril |
a> 9 !
=] “

22, 1964,
N Noes the Unit Agreement vnrovide for the exvmansion

of the mit Area?

T4

VYes, subiect to the anprovals of the NDirector, the
Commissioner and the Commission.

$] Does the 'Init Agreement provide for selection of a
successor Unit Operator in the event of the resignation or

removal so as to insure continuous responsible operations?

2 Yes. The successor operator shall be selected by thre

[0}

or more Working Interest Owners having 60 »ercent or more of the
- b

voting interest subject to the apnroval of the director ané the

e S i
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Commissioner.
0 The Cormmissioner or the Land Cormissioner?
A The Land Commissioner.
0 What is the basis of allocation of both primary and

secondary o0il?

A The Unit Agreement pnrovides for a split formula which
resulted from negotiations in the Operators' Committee and
which have been aoproved by the Commissioner and Director.
Specifically, the allocation of the remaining primary oil to hotf
Working Interest Owners and Royaltv Owners is based upon the
ratio of the total income inclusive of gas oroduction from each
such tract to the total income inclusive of gas production from
each such tract to the total income inclusive of gas oroduction
from all such tracts during the period from July 1, 1961 to
January 1, 1962. Secondary participation shall be equal to
100 nercent of the ratio of the cumulative o0il production from
each such tract to the cumulative o0il production from all such
tracts both as of January 1, 1962; nrovided, however, that
certain quarter-quarter sections within the Unit, which have
never onroduced from the formation to be unitized or have only
recentlyv bheen developed, have been assigned a cumulative oil
figure which is comparable to the average cumulative o0il recover

of the adjacent guarter-quarter scctions.

0

In other words, if a tract -- Ao ycu understand?
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Mo, UmM7.  Fyerv word of it.

MR, XAETLER: Withdraw the next auestion,
8 (Bv Mr. Kastler) What does the 'nit Agrcement

nrovicde in regard to non-joinder and suhsequent oi

2 Por doinders after the

D
~h
jte

fact

v

D

date. a Workire

Interest Nwner must obhtain

the annroval of the other Workin-~
Interest Owners and the Director or Commissiorer., The suhsadquer
commitment hy a Poyalty Owner is subject to the consent of the
Working Interest Owner who is the lessee of the tract
involved.

A In your opinion dces the mit Agreoement nrovide for

the nreventinn of waste and the pnrotection of correlative

righ+s?
n Yes, sir.
ML RASTLTR: This concludes the direct testinony
~f this witness, “'r. Utz
MR, M7 Are theres any cuostions of the witness?

MR, UT7: Are there ary othor statements to bhe niade in
this Casc?

Mn, UAGTLFR. iy, Utz, we have received a2 letter fro-
Skelly which we have hacd Zeroxed, and thev a3l for the

nt
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concurrence with the Application and I would like to submi*
these for the Commissioner's use.

MR. UTZ:

I don't believe vou entered your

Exhihits.

MR, KASTLER: At this time I would like to move to
the entrance of EZxhibit's One through Eight.
MR, UTZ: Without objection the Exhibit's One threough

Eight will bhe nade a part of the record in this Case.

(Whereunon, Aonlicant's Exhibit's
One through Fiaght were entered
into evidence.)

MR. U"TZ: If there are no furthur statements, the Case

will he taken under advisement.
We will have a ten minute break.

(Whereupon, the taking of the Mearing was concluded.)

* % *
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STATYE OF MNEW MEXICO )
Ss.

COoMMTY OF RBEPMALILLO

I. CHARLES FLOYD WALKER, Court Peporter, do herebyv certify
that the foregeoing and attached transcrint of proceedings
hefore the N¥ew Mexico 0il Conservation Commission at Santa Te.
Mew Mexico, is a true and correct record to the hest of ny
knowledge, skill and abiliv.

IN WITHESS WHERROF, I have affixed my hand and notarial sedl

this 23xd day of Octoher, 1964,

NMOTARY DU TIC
My Commission Expnires:

larch 2%, 196¢.

I do hereby certify that the foregoing 1s
a conplete record of t¥e proceedings in
the Exarinaer hesring,of Case ?-IoE/./.l.!t.I[/V

hagrd by G KL, s> 19.6.¥. .

................................. - 4 A!“m_. Exeminer
New Mex:ico 011 Conaervationaw«;ission
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