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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF THE STATE OF NEW
MEXICO FOR THE PURPOSE OF CON-
SIDERING: ‘

CASE NO. 633
Oxrder No. R-430

THE APPLICATION OF CONTINENTAL

OIL COMPANY FOR AN ORDER GRANTING
APPROVAL OF AN EXCEPTION PURSUANT
TO RULE 7 (a) OF ORDER NO. R-370-A IN
ESTABLISHMENT OF AN UNORTHODOX GAS

PRORATION UNIT OF APPROXIMATELY 160

CONTIGUOUS ACRES CONSISTING OF THE
EAST HALF OF THE SOUTHWEST QUARTER
AND LOTS 11 and 14 OF SECTION 4, TOWN-
SHIP 21 SOUTH, RANGE 36 EAST, NMPM. ,
LEA COUNTY, NEW MEXICO, IN THE EUMONT
GAS POOL,. '

ORDER OF THE COMMISSION

BY THE COMMISSION:

This ca'_.uske came on for hearing at 9 o'clock a. m., on January 20,
1954, at Santa Fe, New Mexico, before the Oil Conservation Commission,
hereinafter referred to as the "Commission!.

NOW, on this 16th day of April, 1954, the Commission, a quorum
being present, having considered the records and testimony adduced, and
being fully advised in the premises;

FINDS:

(1) That due notice of the time and place of hearing and the purpose
thereof having been given as required by law, the Commission has jurisdic-
‘tion of this case and the subject matter thereof.

(2) That pursuant to provisions of Rule 7 (a) of Order No. R-370-A,
the Commission has power and authority to permit the formation of a gas
proration unit consisting of other than a legal quarter section after notice
and hearing by the Commaission.

{(3) That applicant, Continental Oil Company, is the owner of an oil

and gas lease in Lea County, New Mexico the land consisting of other than a -

legal quarter section, and described as follows, to-wit:

TOWNSHIP 21 South, RANGE 36 EAST, NMPM.
E/2 SW/4 and Lots 11 and 14 of Section 4,

containing 160 acres, more or less.
(4) That applicant, Continental Oil Company, has a producing well on
the aforesaid lease known as Meyer B-4, Well No. 6, located in the center

of Lot 14 of Section 4, Township 21 South, Range 36 East, NMPM.

(5) That the aforesaid well was completed and in production prior to
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‘be and the same hereby is approved, and a proration unit consisting of

-
Order No. R-430

January 1, 1954, the effective date of O'rder No. R-370-A, and is located
within the limits of the pool heretofore delineated and designated as the
Eumont Gas Pool. ’

(6) That it is impractical to pool applicant's said lease with adjoining
acreage in the W/2 SW/4 and Lots 12 and 13 of Section 4, Township 21
South, Range 36 East, NMPM., and that the owners of adjoining acreage in
said section have not objected to the formation of the proposed proration
unit of 160 acres.

(7) That unless a proration unit consisting of applicant's aforesaid
acreage is permitted, applicant will be deprived of the opportunity to re-
cover its just and equitable share of the natural gas in the Eumont Gas Pool.i

(8) That creation of a proration unit consisting of the aforesaid !
acreage will not cause but will prevent waste, will protect correlative rights
and is necessary to prevent confiscation of applicant's property.

-

IT IS THEREFORE ORDERED:

(1) That the application of Continental Oil Company for a_.ppro(ral of
an unorthodox proration unit consisting of the following described acreage

E'_(_)WNSHIP 21 South, RANGE 36 East, NMPM.
E/2 SW/4 and Lots 11 and 14 of Section 4,

aforesaid acreage is hereby created.

{2) That applicant's well, Meyer B-4, No. 6, located in center of
Lot 14 of Section 4, Township 21 South, Range 36 East, NMPM., shall be
granted an allowable from January 1, 1954 in the proportion that the above
described 160 acre unit bears to the standard or orthodox proration unit for
said pool, all until further order of the Commission. '

"DONE at Santa Fe, New Mexico, the day and year hereinabove desig-
nated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

T et

EDWIN L., MECHEM, Chairman

(SEAL)
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

COMMISSION OF THE STATE OF NEW

MEXICO FOR THE PURPOSE OF CON-

SIDERING:
CASENO., & 3
Order No. R-_AZO

THE APPLICATION OF Colimstil

FOR AN ORDER GRANTING APPROVAL

OF AN EXCEPTIONATO KULE 7 (a) OF

ORDER NO, R- 35374AIN ESTABLISHMENT

OF A YI&%&"‘I‘ OX GAS PRORATION N
UNIT B8, /6 S ONTIGUOUS ACRES

CONSISTING OF £ /5 Sw /oy ond

Loko 1/ avd 1y of Aebior y

36 Cand 77077 Pr. Ten :

Mews IMercds o £F0C Coeld -
Ao Qoat.

BY THE COMMISSION:

ORDER OF THE COMMISSION

_ This cause came on for hearing at 9 o'clock a. m., on C
/754 ‘at Santa Fe, New Mexico, before the Oil Conservation Commission, hérein-
after referred to as the "Commission'.

NOW, on this day of /4,9%4/(’ , 1954, the Commission, a
guorum being present, having considered the records and testimony adduced, and
being fully advised in the premises;

FINDS:

(1) That due notice of the time and place of hearing and the purpose
thereof having been given as required by law, the Commission has jurisdiction of this
case and the subject matter thereof.

(2) That pursuant to provisions of Rule 7 (a) of Order No. R~ 370-A
the Commission has power and authority to permit the formation of a gas proration
unit consisting of other than a legal quarter section after notice and hearing by the
Commission.

T 4'7'_{. s
{3) That applicant, CWLM?M G 2k Cony 7 —
is the owner of an oil and gas lease in Lea County, New Mexico the land consisting of
other than a legal quarter section, and described as follows, to-wit:

TOWNSHIP R/ SOUTH, RANGE .36 EAST, NMPM,
é/a Jw_/z_/ Gl \Ziacj/) /) el sy
cr//» AiiTon Y
J

containing /é C acres, more or less.
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Order No. R- #.7

’ (4) That applicant- WM/{:/Q, O l/é( (,W/I’JWAF ,

has a producing well on the afore 21(1 leasalél:nown as M’ B9, wetd Ne. 6,
located ' rem%&._ﬁ;.hne_ang e fro e _line.of Section
4 , Township 2/ South, Range 3® East, /7/717m.

: (5) That the aforesaid well was completed and in production prior to
Janpary 1, 1954, the effective date of Order No. R- 3704 , and is located within the
limits of the pool heretofore delineated and designated as the | Gas

Pool.
CAITY ﬂc—oCﬂﬂ
(6) That it is l-mpé:erbl-e to pool applicant's said lease with adJommg
acreage in the Wila SW/gy et Lats 13 o—d /3 of Aelion & 7o-w~4){,7o S/

p Jeo—vqyb 36 Caa/ HDmpem
and that the owners of adjoining acreage in said quamtex sectiong have not objected
to the formation of the proposed proration unitof /{ (; acres, Bil-haveex zessly

consented therets,

(7) That unless a proration unit consisting of applicant's aforesaid
acreage is permitted, applicant will be deprived of the opportunity to recover just

and equiiable share of the natural gas inthe (2, o~—~A- Gas Pool.

(8) That creation of a prbration unit consisting of the aforesaid acreage
will not cause but will prevent waste, will protect correlative rights, and is necessary
to prevent confiscation of applicant's property.

IT IS THEREFORE ORDERED:

P f~0 )
(1) That the application of @—-\/\/CM%/% 14 J O~y

for approval of an unorthodox proration unit consisting of the following described
acreage

TOWNSHIP </ SOUTH, RANGE 3( EAST, NMPM.

Ef/a SW/y comd Juits )/ ovdk 14 o

. /}iz{/v‘é:/‘ e o H Y

be and Tne SAme

N

is hereby approved, and a proration unit consisting of aforesaid acreage is hereby
created and:approved.
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Order No. R- Af }f?
cola_

(2) That applicant's well, Me- 0> - ‘/, No-. & , located in the
of Lok ¢ of Section 4 , Towrship 2/ South, Range 36 East, NMPM,
shall be granted an allowable from January 1, 1954 in the proportion that the above
described /& O acre unit bears to the standard or orthodox proration unit for
said pool, all until further order of the Commission.
DONE at Santa Fe, New Mexico, the day and year hereinabove designated.
STATE OF NEW MEXICO .
OIL CONSERVATION COMMISSION
EDWIN L. MECHEM, Chairman

E. S. WALKER, Member

R. R. SPURRIER, Secretary and Member

(SEA L)
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IN THE MATTER OF THE APPLICATION OF CONTINENTAL)

OIL COMPANY FOR APPROVAL OF AN UNORTHODOX GAS )

PRORATION UNIT CONSISTING OF APPROXIMATELY 160 ) | d 3

ACRES DESCRIBED AS THE E/2 SW/%+ AND LOTS 11 ANDY) '::€ase No., <o ol

1+ OF SECTION l, TOWNSHIP 21 SOUTH, RANGE 36 )< ™ - .

EAST, N.M.P.M., LEA COUNTY, NEW MEXICO, FOR IT&B; :

MEYER B~k WELL'NO. 6 IN THE EUMONT POOL 1 I
U-._: DEC o 11953
(S

E S T S S DU S
L (SR Y SoS S ¥ T

AP AT ON

Comes now Continental 0il Coumpany, hereinafter called "applicani"
and respectfully requests approval of an unorthodox gas proration unit
as described in the caption hereof and in support thereof 'would show
the following: '

1, Applicant is joint owner and is the operator of a lease
known as the Meyer "B" lease which includés E/2 and E/2 W/2 Section
4, Township 21 South, Range 36 East, Lea County, New Mexico.

2. Applicant drilled its No. 6 well in the center of Lot 14 of
sald Section 4 on said lease and completed said well on April 16, 1936
as a_bradenhead gas well producing into the annular space between 7 5/8"
and 5 1/2" casing strings from a depth of approximately 3,500 feet.

3, Lots 12 and 13 and the W/2 SW/4 of said Section 4 are a part
of another lease 1n which both the mineral interest and the leasehold

~are of ownership diverse to that under applicant's Meyer "B" lease,

The pooling of the diverse interésts involved within standard govern-
mental guarter-sections would be impractical because of the complex
factors involved therein, ' :

4, This well is within the area deSigﬁaﬁed by the Commission as
the Eumont gas pool. No other gas well is cqmpleted in the 160-acre

unit proposed by this application. ‘

Wherefore, applicant respectfully requests that the Commission
lace this matter on its docket for hearing at the regularly scheduled
anuary, 1954 hearing, issue due notice thereof, and upon hearing enter

an order approving an unorthodox gas proration unit for applicant's
Meyer B4+ well No, 6 as described hereinabove, -

CONTINENTAL OIL COMPANY

H, &, sJfohnston
Regional Manager
of Production '
Southwestern Region
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BEFORE THE

0IL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO

January 20, 19854

In the Matter of!

Continental's application for approval
160 acre unorthodox. gas vroration unit
Jalco Gas Pool; W/2 SE/4 and E/2 SW/4
19-258-37E,

Continental's application for approval
160 acre unorthodox gas proration unit
Jalco Gas Pool: W/2 W/2 19-258-37E.

Continental's application for approval
160 acre unorthodox 8 proration unit
Eumont Gas Pool: E/2 SW/4 and Lots 11
14 ol 4-21S-36E.

- em @ s Ea er ea M W e E EE OV G G es W e e e w &

(Notice of Publication read by Mr. Graham).
MR, KELLAHIN: If the Commission please, Jason Kellahin,
representing Continental 011 Company, we have three cases which arb

similar in nature., They are applications for unorthodox drilling

of
in.
of

of
in

of
in
and

Cases No., 631
832 and 633

(Consolidated)

units, unorthodox productien units for gas production, 831, 832 ant
and - -

633, and I suggest they be consolidated for purposes of hearing

MR. JOHN F, RUSSELL: Mr. Russell, Roswell, representing'{

|
Texas Pacific Coal and 011 Company. We would like to object to the

. congideration by the Commission of any testimony on Case 631 or 63%
‘at this time, for the reason that the rehearing 18 scheduled for

tomorrow on the proration order. I feel tuat 1t is our position

that the ordsr 1is suspended pending the rehearing. Therefore, any-

thing considered at this time would not be proper.

COURY REPORTERS

ROOM 105-106. EL CORTEZ BLDG.
PHONES 7.9643 AND 5.9546
ALBUGUERQUE. NEW MEXICO

«l=

e MH. XBLLAHIN: It is my understanding that ihe order was not

ADA DEARNLEY & ASSOCIATES
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| in these three cases?

R

suspended and it is competent for the Commission to go ahead as if]
the order were in full force and effect until it rules on the rehTar-
ing.

MR. SPURRIER: You may proceed, Mr, Kellahin.

MR. RUSSELL: My objection has been over-ruled?

MR, SPURRIER: Yes, sir,

MR. KELLAHIN: I would like to call Mr. Homer Dailey as a
witness.

HOMEBER DAILEY
having been duly sworn, testifies further as follows:

DIRECY EXAMINATION

By MR. KELLAHIN:

' Would you state your name, please?
Homer Dailey.

By yhom afe you employed?
Continental 0il Company.

¥hat aapacity?

Regional Engineer.

> O > B >

MR. KELLAHIN: Are the witness's qualifications acceptable

MR, SPURRIER: They are.

Q Mr. Dailey, have you prepared plats of the proposed unit
. t :

in Case 361, which covers the west half of/southeast quarter and the

east half of the southwest guarter Section 19, Township 2B South,g

Range 37 East, beilng the Sholes B-19 Well No. 1, in the Jalco Popl?

A I have, i

Q Do you have that with you?

ADA DEARNLEY & ASSOCIATES
COURT REFORTERS
ROCM 10B-106. EL. CORYVEZ BLDG.
PHONES 7-9645 AND 5-9546
ALBUQUERQUE, NEW MEXICO

-2-
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(Continental 0il Company's Exhibit|No.
1, Case No. 631, Marked for Identj-
fication) ,

Q Mr. Dailey, does the plat reveal the ownership of the area

involved in this hearing?

A Xt does.

Q Does 1% show the proposed unit requested by Continental?

A The proposed unit is outlined in red and the well on the unit

RPN S
i8 6irclsd in rdd.

Q Will you describe the ownership, please? @
A Around the well? |
Q@ Around the well, yes, sir.

FA- In Sgotion 19 the Continental 0il Company has all but the

east half of the east half; the east half of the northeast quartei

is owned by the Leonard 0il Company. The east half of the southwest
quarter is owned by R. Olsen, Both of these two 80 aore tracts haje
g38 wells on them, The Sholes B-19 No. 1 Well, which is located 660
feet from the south and 1680 feet from the west lines of Section 19,
Towﬁship 25 South, Range 37 East, was completed in March of 1941, Qt
a total depth of 2945 feet for an initial potential of twelve mill#on
cubic feet of gas per day. The pay in the well is from 2830 to 29%5
and is in the Yates Formation. The well, or rather the unit is wi@hin

1]
H

the limits of the Jalco Gas Pool. !

i

Q@ Is part of that land part of the unit previeusly approved by

‘the United States Geological Survey, Mr. Dailey? ;
A That is in Case 6327 |

'
i
!
i
|

Q@ I am referring to the westi half of the southwest gquarter,

|
wasn't that approved as a part ef a unit?
e e et e o e A o e s <mim rm t mr a m 2 e im + o A b e e e
ADA DEARNLEY & ASSOCIATES
COURT REZPORTERS
RCOM 105-106. EL. CORTEZ BLOG.
PHONES 7.98485 AND 5-9546
ALBUQUERQUE. NEW MEXICO
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A The west half, yes,

Q VWere the offset operators contacted in regard to this case?

A They were notified that we were having this case,

Q In your opinion, Mr. Dailey, does that form a reasonable
unit for the production of gas whioh will effectively protect the
correlative rights of other operators?

A It does. 4

Q Is there any other well on the proposed unit whioh has baoﬁ
suggested by Continental 01l Company?

A No., : E

MR, KELLAHIN: That is all, We ask the introduction in
evidence of the plat, Exhibit No. 1, in Case 361.
| MR. SPURRIER: Is there any objection?
MR. CAMPBELL: I would like to see it. I have nothing.
MR, SPURRIER: Without objection it will be admitted..
ﬁn. KELLAHIN: Mr. Dailey, have you prepared a pldt shoiinq
the ownership and the well location in Case 632,vhich covers the
Sholes B-19 No. 1 well? '

A I have,

MR, KELLAHIN: The unit to consist of the west hﬁlf of theé

New Mexice, in the Jalco Pool?
A I have. ‘
MR, STANLEY: Could we have a copy of the Exhibits put on the

board?

?ee them, We ocould put them up.

e e e e e e

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106. EL CORTEZ BLDG,
PHONES 7-964%5 AND B-9546
ALBUQUERGUE., NEW MEXICO

g

west half of Section 18, Township 25 South, Range 37 East, Lea County,

M. KELLAHIN: They are quite small, I don't believs you‘coﬁld ’




| Vinningham lease.

(Questions by MR, X J .aHTIN)
Q VWhat does the plat reflect that you have prepared?
A I have a plat here whioch is similar to the one submitted in

the previous ocase, in which the proposed unit to consist of the west
half of the west ha.lf- of Sgotion 19, Township 25 South, Range 37 st,
is outlined in red and the well on the unit is eircled in red. |
Q Would you point it out on the plat up there so they can ae+?
(Witness complies) | ;
Q Vhat is the lease ownership adjacent to that location? . i
A To the west in Section 24, Township 25 South, Range 36 Eas*ﬂ
the Continental 01l Company has its Sholes A 24 lease, which conai#ta
of the east half of the ‘east half of Seotion 24, To the north is l[he

R. Love-Ross lease, vhich consists of the southwest gquarter of Section

18, Township 25 South, Range 37 East. To the east of the proposed
unit is the Continental Sholes B-19 lease, which consists of the west
half of the east half and the east half of the west half of Sectioi

19, Township 25 South, Range 37 East. To the south of the proposeqll

!

unit is the Continental Sholes B-30 lease,which consists in part o

the northvest quarter of Section 30, Township 25 South, Range 37 East,
|

The remainder of the northvest quarter of Section 30 is the Olsen-i

|

Q Were the orfsett operators notified of this hearing by' the

| applicant, Mr, Dailey?

A They were, :
Q Has this acreage vhich is proposed to be included within the

{unit besn pooled with the apyproval of the United States Geological’i

iSurvey?

e e

ADADEARNLEY & ASSOCIATES
COURYT REFORTEPS

ROOM 105-106, EL CORTEZ BLDG.

PHONES 7-8845 AND 5.9546

ALBUQUERQUE. NEW MEXICO
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A That is correot. Originally the 120 acres, the north 120

aores of this lease for what we termed our Sholes A~19 leasa, the south

T ow

40 aores was a portion of the Sholes B-19 lease. I don't have the
exaot date when the communitization was made, but we communitized
the 40 acres of the B lease with the 120 acres of the A leas: to m+ke &

160 acre tract. This was done several years ago, I don't know the

"vv' L

exact date.
Q Has that bheen operated as a unit for production purposes for
& number of years? _
A For several years, I don't know just how many.
Q@ Do you know anything about the completion date of that wél#?
A Yes., This well was originally drilled as the Sholes A-19
No. 1, and if I remember correctly was originally drilled by the Marlin
011 Company, predecessor of the Continental 011 Company. It was :
drilled in 1928 and ocompleted at a total depth of 3,030 feet for
initial potential of seventy million cubic feet of gas per day. The

well has been producing since sometime in the early thirties.

i Q Is this proposed unit adjacent to the one we discussed in ¢ase
631, Mr. Dailey? |

|
It 1is,

Iz it immediately contiguous to that proposed unit?

It 1ia,
Where, at the south end?

- o > £ >

i

&/JV"““j ; At the south end.
Q In your opinion would approval of the proposed unit resalt%

) , j
' fof other operators within the area?

in a reasonable production unit and protect the correlative rightsi

[P U OO VU |

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106. £L. CORTEZ BLOG.
PHONES 7.9645 AND B-9846
ALBUQUERQUE. NEW MEXICO
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A T believe so.

Q VWhat pool was that located in, Mr, Dailey?
A That is in the Jalco Gas Pool.
Q@ Is there any other producing gas well located within the
proposed unit? »
A No,
MR, KSTLAUEN ¢ That 1is all,
MR, SPURRIER: Anycne have a question of the witness? ;
{(Questions by Mr. Kellahin:)
Q Mr, Dailey, havye you prepared a plat showing the lease ownér—
ship ;nd7location of the proposed unit in the Case 633, which covens
the Meyer B-4 Well, No. 6, in the Eumont Pool?
A Inave.

Fnd lots 11 and 14 of Seotion 4, Township 21, South, hkangc 36 Bast?y
A I have.
' MA. KELLAHIN: We offer in evidence Exhibit No. 2 in Case

v'v—.

ey
]
N
.

MR. SPURRIER: Any objections? If not, it will be admitted.
(Continental 011 Company's Exhiﬁit
No. 3, Case 633, Marked for |
_ Identification) |
Q Will you describe the ownership in regard to the Meyer B—4 |
Vell, No. 6?

A This plat is prepared very similar to the other two plats, in

Qhat the proposed unit is outlined in red and the producing well is
qnoireled with red,
] Q Yes, o _J

ADA DEARNLEY & ASSOCIATES
COURTY REPORTERS
ROOM 105.106. EL CORTEZ BLDG.
PHONES 7.0848 AND 3.90546
ALBUQUERQUE. NEW MEXICO
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Q The proposed unit consisting of the east half,southwest guarter
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A The Continental-Meyer B~4 lease oconsists of all of Sesotion
4, with the exception of a strip a quarter of a mile wide along the
vest side, which was operated by Gulf. It should be noted that theé
section is along the correction line hetween Townships 20 and 21,
and is approximately a mile and a half long instead of the regular
mile,

To the south of the proposed unit the Continental-Meyer

B-9 lease cénaiets of the east half of the west half of Section 9,
Township 21 South, Range 36 East. The remainder of the west half of
Section 9 being operated by the Gulf Company.

Q Was the offset operator in this case notified?

A They were.

Q@ VWould you give the information on the completion data on the
wsll involved in this case?

A The Meyer B-4 No. 6 Well was completed in 1936 «s an oil well
fror the Grayburg Formation and as a Braden Héad gas well, betweon the
five and one-half and seven and five-eights inch casing. 7The sevey

and five-eights inch casing was set at 23582, which i1s through ths

salt section and above the Yates. This string of casing was eemenﬁed

| . i
with 800 sacks of cement. The five and one-half inch casing was sét

-‘at 3782 and was cemented with 150 sacks. We believe the gas coming

[from this Braden Head is coming freom the Queen Horizon. |

H
]

Q Do you have a log of the well? E
A I have a sample log of the well. f
(Continental 01l Company's E Exhibit No,

4, Case No. 633, Marked for Identi»
fication)

A The eolor code on this, the purple, stands for anhydrita; the

b ———

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105.106, EL CORTEZ BLDG.
PHONES 7.9645 AND B.9546
ALBUQUERQUE. NEW MEXICO
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blue for dolomite; the yellow for sand, and the black for shale, }

The portions with the ink checks between 2400 and 2550 represent s+1t.
|

In addition we have an Exhibit showing the way the well is oomplet?d,

& sketoch,
(Continental 0il Company's Exhibit No.
5, Case No. 633, Marked for Identi
fication) |
A _Tha well has been producing gas practically ever since its
oompletion, At the time it was completed the gas was chiefly used
an‘drilling fuel on the lease. Since that time it has been usaed
for gas 1ift purposes on the lease,
Q Vhat is the royalty ownership on the Continental lease?
A It is federal acreags.
Q@ What is it on the Gulf lense?
A State. |
Q@ In your opinion will the approval of this proposed unorthodox
unit result in a reasonable unit and proteot the. correlative rights
of other operators? ‘
A It wilil, ‘
¢ \Vhat pool is this located in?
| A Eumont,
Q Is there any other producing gas well on the proposed unit?

A There is not. The only other gas well on the lease is the:
well No. 14, which is in Lot 7 of the section. N

Q VWould the fact that this is a Braden Head completion complinste
the prodlemeg in connection with pooling or communitization with otéer

tracts, Mr. Dailey, in your opinion?

A Tt would, Y believe most of these older wells which are f

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROCM 105-106. EL CORTEL BLDG.
PHONES 7-9645 AND 8.9546
ALBUQUERQUE, NEW MEXICO
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either Braden Head or duly completed, are going to be a considerable
problem to work out the equities.
MR. KELLAHIN: That is all,
MR. SPURRJER: Are there any gquestions of the witness?
MR. CAMPBELL: Jack Campbell, Roswell, New Mexico. I would
like to ask a few questions on behalf of Gulf 011 Corporation,
(Questions by Mr, Campbell)
Q@ First may I ask you, Mr. Dalley, what zone is this well
complseted in? ) , . |
A H§ béliave it to be completed in the Queen.
Q@ Producing from the Queen?
A The gas, yes. _
Q Are you in the Euwont Pool, gas pool?
A Yes.
- Mr, Dailey, Gulf, as you have stated, owns theﬁ?gg acre trgcts
Joining £h9 proposed unit on the west, does it not?
A That is right.

Q@ In the event any of the wells located there are recompleted
Fs gas wells would Continental have any objection to Gulf's seeking
Pn unorthodox gas proration unit consisting of those four 40 acre
iraots?

if A Ve would not.

i Q Mr. Dailey, if that were done isn't it true that ths result

bo far as the unit pattern is concerned, would confine your two units

»

te two governmental quarter sections, without the necessity and the
?omplications of a communitization agreement?

A That is right.

|
R -
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‘%ov, where is the well located in connection with the proposed unit

MR, CAMPBELL: That is all.
MR. HINKLE: Clarence linkle, representing Humble 01l and
Refining Company. I would like to go back to Case 631 and 632 and L
Mr. Dailey a question or two.

(Questions by Mr., Hinkle)
Q Mr., Dailey, in conneoction with your testimony concgrning
Cases 631 and 632, did you testify as to the location of the wells?
A The footage location?
Q No, the location of the wells on those units that you seeki
to form, are there wells at the present time on those unitsf
A Oh, I gsee what you mean. Yes, there is testimony on that.
Q VWhere is the well looated that is on the unit,proposed unit
A It is in the southwest corner of the unit. However, it is
B60 feet from the edges of the line.
Q That would be on the southwest gquarter of Section 19, would

t not?

Q. Which would throw it in the southwest quarter, of Section 19

in Case No. 6327
5 A There i8 a little question in there as to the exact footage

}ocation of that well. According to the surveyor that staked it thp
rell is 330 feet south of the west quarter corner of Section 19, and
pao feet east of the west line. '
Q VWould that throw it within the southwest gquarter of Seotion

i A It would.
% Q@ That means that both of the wells are leocated,in connection

ADA DEARNLEY & ASSOCIATES
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l A It is 1980 from the west and 680 from the south of the seotion.
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éneoessity of drilling another well?

| S—— -

with these proposed units 631 and 632, on the southwest quarter of]
‘Seotion 19, does it not?

A That 1s correct.
Are you asking for two allowables on those wells?
We are,

They are both within the standard unit?

> o > ©

That is correoct.
Q Otherwise the southwest quarter would be the standard unit
your two wells on it, and you are asking for two allotments?
A That is correct.
MR. HINKIE: That is all.
MR. SPURRIER: Anyone else? .
HR."FDSTERx I don't have any questions to ask the witness,
but I do want to make a statement about the application.
h MR. KELLAHIN: I have a few more guestions.
(Questions by Mr. Kellahin) |
Q HMr. Dailey, in connection with the questions asked by Mr.
Kinkie, what would be the situation to the norih of these propose
ﬁnits, is there an 80 acres which could be communitized with'anot:Lr
80 in that area? |
A' I don't see just exactly - -

Q The north 80 acres of the 19 unit, with approval of this unit,

wvould that remove the necessity for drilling another well?
A I believe so.

Q@ Isn't it true, Mr, Dailey, that you have two producing gas

wells to whioch you can allocate these 60 acre units without the
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A That is right.
MR. KELLAHIN: That is all. Ve offer in evidence Exhibits
3, 4, and B in oconnection with Case 633,
MR, SPURRIER: Is there any cbjeotion? Without objection
they will be admitted. Are there any further questions of the withess?

If not the witness may be excused.,

E
L
:

(Witness exoused) ,

MR, FOSTER: Mr. Chairman: I want to state Phillips Petroleum
Company's position regarding the present rule in these vatious gas
pools, and the interpretation apparently whioch the Commission places
oh these rules. As we read the rule the gas proration unit, standard
and non-standard, is defined as land lying wholly within a legal
quarter section. The only difference between a standard and non-
standard unit is in size of the unit., The location is the same,
Rule Two reguires the unit to be within a legal quarter section. Then
Rule Seven-A contains the farther provision saying that after notioce
and hearing the Commission may permit the establishment of the unit
other than a legal quarter section, Now, it is with this provision

that we are in disagreement, this last provision. We have no objections

to the Commission defining a proration unit as consisting of 160 aTres
| 'or less or more, located wholly within a legal quarter seotion. Bﬁt
: ‘we do take the position that the Commissien is without any jurisdi$tion

or authority to permit a collateral attack upon that rule which doés
|

‘establish prorat;pn units as consisting of legal guarter sections.§

Now, I noticed here in Case 621 that 80 acres of this proposed unit

18 located in one quarter section and 80 acres is located in anoth#r

i S S S

| e e e e - SO
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quarter seotion. Now, the Commission has indicated,as I understand

it, that they would probadbly permit the formation of a unit,part of
the land which would be in one quarter seotion and part in another
quarter section within the same section, but would not permit the
formation of such a unit if part of the land was in one section and
part in another section. But be that as it may, we are interested
and we think it is our duty to call the matter to the attention of! the
Commission. We don't care which way you writé the rule just so yow
will write it so we know what it is. You define a proration unit
one way and turn right around and define it ancther way. I don't
know wvhether this Commission is regarding the provision in the ru1+
which permits the establishment of proration units other than legal
quarter sections as exemptions to the rule, or whether they regard
it as the rule itself, but if you, you are treating it apparently in
these hﬁarings a8 & part of the rule itself. The provisiens are

just simply contradictory. It permits this Commission to just-eitI«r

grant or withold the establishment of one of these unorthodox unit
|
for no reason at all, and we think the Commission ought to be bound

by & rule one way or the other. We don't care how you define it a;

i

|
long as you define it. i

I don't want my statement to be taken here as a direct object#on

to the application of Continental, to form these units, insofar as

the land may be in different quarter sections within the same section

or within different quarter sections in different sections, But weéda
make the point that the Commission should and that it is now without
any jurisdiction to permit a collateral attack to be made on these§

i i
rules, . ¥e. think you can-write--a-ruale-and we-think yeu-sheuld-write a
ADA DEARNLEY & ASSOCIATES
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of wastcor the confiscation of a producerts property, well, then,

position about the matter and later on in this hearing, today or
tomorrow in these other hearings, we proposed to introduce some

testiugn;wgpgﬂgq@e;exhibits vhich will i1llustrate our position.

statement in Case 633 only?
MR. SPURRIER: Yes, sir.

state that Gulf supports the application of Continental 01l Compan
in Case No. 633. Ve feel that the rules which can be accomplished

taken to do without the cumbersome procedure and the complications
that arise out of unnecessary communitization agreements. As é ma)
of fact there isn't very much reason for anyone to communitize whe
vells are already drilled, sinsce all the allowable he will get wil

be his acreage anyway, and where communitization agreements can he

MR. CAMPBELL: DBefore the debate gots started may I make 8

rule properly defining a proration unit, Then if you want an exemption

to the defined proration unit which would be based on the preventilon

just

say 8n, but you certainly haven't done it in this rule. That is qur

MR. CAMPBELL: Campbell, for Gulf 0il Corporation. I wish to

if this application is granted will he what the Commission had under-

tter

re

even greater problems than are facing them, should consider these |
§
|

applications favorably. _
MR. HINKLE: Mr, Hinkle, representing Humble 0il Refining

t

by these cases under consideration, 631, 632 and 633, but it has

bqh}ndiyqoply pf{gﬁ?gg! aqgﬂphe Humble wilshes to go on record as q

ADA DEARNLEY & ASSOCIATES
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avoided in a matter of this kind we feel that the Commission, to avoid

|
Company. The Humble Company has no acreage that is directly effested

acreage in the field,at least in the Jalco Eumont Fields, which wopld
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matter of policy as being opposed to the granting of any unorthodo%
unit outside of the regular quarter secticn. The reason feor that 1#
set forth in the last hearing and we believe that the Commission

is without jurisdiotion to grant any unorthodox unit outside of a

— = —— — T T I

regular gquarter section,

MR. SPURRIER: Mr. Kellahin?

MR. KELLAHIN: If the Commission please it is the Continental's

interpretation of the rule that there is a provision made for the '
application that we have fliled here under Rule 6, provided, hoveveé,
that”a gas proration unit other than a legal quarter seotion may bJ
formed after notice and hearing by the Commission."™ I have great
respect for Judge Foster's ability and his interpretation, and I
think it is a serious question to the position; I think it>shou1d
_be studied. If our interpretation is not a correst one we think thpt

should
the order/be changed so that the unit can be formed for the reasons

stated by Mr. Campbell. The situation is that we have over here wellls
hat have been producing fer many, many years. They have establishbd
iquities vhich would be very difficult to determine if we were torch
%nto a communitization of each governmental gquarter section. Név,

4

Continental, in its application, has notified all of the offset

#perators. There has been no objection voiced here from any of the

&ttset operators, and we do not helieve that any of them would be

#eft vithout asreags with wvhich they could pool or communitize, and|

}?ff”“‘"j @one of them would be adversely effected.. In many instances, unless
@he Commigsion sees fit to approve the type of unorthodox unit for f

i : ,

vhich we are applying, it would result in the drilling of unnecessary

+ells,whioh in my opinion would certainly constitute waste. ) ;

ADA DEARNLEY & ASSOCIATES
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The operators have been producing these wells over a period of manﬂ
years., As you know we have had a form of pipeline prorationing,
they have allocated acreage to the wells and produced them on the
basis of the ownership as we have proposed in this hearing. We ur#e
that the Commission approve these unorthodox units for the benefit
of all concerned.

MR, WOODWARD: If the Commission please, I would like to make
a statement regarding Amerada.
MR, SPURRIER: Would you give your name?
MR. WOODWNARD: John Woodward, with Amerada., First, with
respect to the collateral attack, I think the fact that the order
itself provides for, and I think wisely provides for the granting of
Rn exemption , and that these applications based on that provision F
in the order itself reliew it from any possible stigma,that it consti-
tutes & collateral attuck on the order itself in as much as the order
expressly provides for 1it,

The seocond question regarding the Commiassion's jurisdiction,

He note that Seotion 69-2-10 of the New Mexico Statutes of 1941,

as ammended, provide as follows: This is the general authority of the
Conmission. "Commission is empowered within its duty to prevent th+
paste prohibited by this act and to protect correlative rights to tﬁat
pnd” - ~ the Commission is - -~ "to define and to do whatever is
reasonably necessary to carry out the purposes of this aoct, vhether‘
br not indicated or specified in any seotien hereof." This section’

gs we construe it ingpneral terms confirms the primary powvers grant?d

' ﬁo the Commisgsion by the legislature, namely the preveniion of wasté

%nd proteotion of cercelative rights, It further invests the Commission

ADA DEARNLEY & ASSOCIATES
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with such unspecified inoidental powers that are necessary to the
exercise of these two primary powers, for the prevention of waste

and proteotion of correlative rights, The Commission has entered

44_ . — ,Aw

its order establishing 160 acre proration units in the form of the

square in the various pools, with the exception of the provision

— v -

within the Commission's Diseretion. Exceptions to this order may pot
be essential to the prevention of waste or proteotion of correlatibe
rights, but the act doesn't require that they be essential. The act
only requires that orders for exceptions be reasonadbly necessary in
carrying out the purposes for which the order was originally promulga-
ted, in our opinion, . )
It is within the scope of the Commission's incidental power tp
put out a workable order., I think we are all familiar with the sit-
uation here. You have got a great number of cases, wells that were
drilled many years ago. Wells are expensive, they have been re-com-
pleted or dually completed with gas wells in many ocases. The loqation
is thers, the well is producing at these locations, that is completed,
and the acreage that is going to be attributed to these various wells
for allowable purposes is not going to effect the location of those
wells that are already drilled and producing. To a certain extent
this allocation of acreage here, whether it be in the form of 8

square or rectangle, is to some extent arbitrary, and if the range

along ownership lines permits or eliminates some of these

~ b
N\

h

!

P

operational difficulties it doesn't vary the average
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well density in the sections, and it does not prejudice anyone's

orrelative rights or result in waste in any form. W¥We see no reasoj
why it should not be a practical solution to the Commission in thir
classification,

MR. SPURRIER: Anyone else? If not we will take the cases
under advisement. I am going to deviate from the docket because w$

neglected to put Case 626 in the docket and we will take it next.

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO )

I HEREBY CERTIFY that the foregoing and attached transeript of
hearing in Cases No. 631, 632 and 633 (Consolidated), before the 011

20, 1954, is a true and correct record of the same to the best of ﬂ
knowledge, skill and ability.

DATED at Albuquerque, New Mexico , this 24 day of January,
1954,

Al oo b,

Conservation Commission, State of New Hexico, at Santa Fe, on Januiary

REPORTER/
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IN THE MATTER OF THE APPLICATION OF CONTINENTAL
OIL COMPANY FOR APPROVAL OF AN UNORTHODOX GAS )

PRORATION UNIT CONSISTING OF APPROXIMATELY 160 )

ACRES DESCRIBED' AS THE E/2 SW/4 AND LOTS 11 AND ; CASE NO. 633
14 OF SECTION 4, TOWNSHIP 21 SOUTH, RANGE 36

EAST, N.M.P.M., LEA COUNTY, NEW MEXICO, FOR ITS )

MEYER B-4 WELL NO., 6 IN THE EUMONT PCOL )

APPLICATION

Comes now Continental Oil Company, hereinafter called *applicant’ and
respectfully requests approval of an unorthodox gas proration unit as described
in the caption hereof and in support thereof would show the following:

1, Applicant i3 joint owner and is the operator of a lease known as the
Meyer "B lease which includes E/2 and E/2 W/2 Section 4, Township 21 South,
Range 36 East, Lea County, New Mexico,

2, Applicant drilled its No. 6 well in the center of Lot 14 of said
Section 4 on said lease and completed said well on April 16, 1936 as a braden-
head gas well producing into the annular space between 7 5/8" and 5 1/2" casing
strings from a depth of approximately 3,500 feet.

3. Lots 12 and 13 and the W/2 SW/4 of said Section 4 are a part of another

lease in which both the mineral interest and the leasehold are of ownership
diverse to that under applicant!s Meyer "B't lease, The pooling of the diverse
interests involved within standard governmental quarter-sections would be
impractical because of the complex factors involved therein,

4o This well is within the area designated by the Commission as the

Eumont gas pool, No other gas well is completed in the 260-acre unit proposed
by this application.

Wherefore, applicant respectfully requests that the Commission place this
matter on its docket for hearing at the regularly scheduled January, 1954 hear-
ing, issue due notice thereof, and upon hearing enter-an order approving an

unorthodox gas proration unit for applicant?s Meyer B~/ well No. 6 as described
hereinabove,

CONTINENTAL OIL COMPANY

By:__ :
H,L. Johnston
Regional Manager
of Production
Southwestern Region

N.M, 0il & Gas Engineering Committee
Janvary 4, 1954
Hobbs, New Mexlen




