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CASE 861:
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CASE 1204:

4
h

CASE 1205,

{1 Consideration of tre 9il allnwahle t~r Mzrc | 1937
(2% Counsideration of tre allowable prodacrtion nf cas for
Marct, 1937, from tie Blinebiy, Byers -Queen, Eumont,
Jalmat, Justis and Tuabb Gas Pools in Lea County, New
Mexico, and also presentation of purchasers’ nomina-
tions for the nine-month proration perind heginaing
April 1, 1957, for tte Crosby-Devonian tas Pool in
Lea County, New Mexico; also consideration of the
allowable production of gas from tre six prorated
pools in San Juan and Rio Arriba Counties, New Mexico,
for Marcr, 1957.

NEW CASES
(Rerearingi Application of El1 Paso Natural (as C(Cowpany for
rehearing on Case 861, Order R-639-A. Applicart, in tre
above-styled cz2:se <seeks a rerearing in Crse 861, Order
R-639-A, on t-nhse matters cgnncerning tne size nf 3 standard
drilling and proratinn nit in the Cros*v-Devenizn Gas Pool,
Lea County. New Mexico.

Application of E1 Paso Natural Gas Companv tn awend t-e

Yorizontal limits of the Crosby-Devopian ‘:as Pool, Lea County,

New Mexicn, 33 establis2a2d in Commissior Qrdsr R-A39-A.

Applicant, in t-® anove-siyled ce.sc. ko oo ~rder avrvend-
ing tve arvizontal limits of th»e (Crosty-Devonian (25 Pool 1o
inclade - & 372 of Sectinn 33, Towns ip 25 oc¢ Range 37
Fast, and 5 axciade 311 acvesge lying an:t 29 «g-" ot 5
fault v.-ring Norn-west - Soutneast v oo Kecnp o 28 af

.~

c«5id Tewn- ip ord Ranas

Applicatinn of R
coymplietins: it e

Qlesn f~y approval »7 ars 3 a3l ool
“lineavryy Oil Pnol s = o larneed oll

panl i e T faarms tion, Lea (Coonty, Aew oboxic o, 1
excepiic~ to Bl 112 A of t-a Cormicadlsn FOo1ow ol Bog lations
ard Riie 8 1 O+dey R-ALG, Specizl Ruicos =0 B eirme oy
tre plinec:y 1L Ponid Applicanr, 1o -~ & v Sled case
z=eks an orde: granting apprnval of an oi! i1 o al completion

far its Dlsen Sark: s Well Nna. Taocat o 132Gttt from tre
Nert™ 1lire and #00 feoei fom e West Tins o 3o0i1nn 25

Towns: ip 21 S8o:i- ., Range 37 FEac Gpplican: o auowes i
atilize parallel strings of tubing and 1o pey farzte betvween
5040 e o 3R feon i 1
fzet wo w316 feer in oan wndesionsted oidocooi Am e Tarh

farma*t o,

ot
-~

Mlirel vy Q11 DPany e from AR280



-2
Docket No. 5-57

an exception to Rule 5 (2) of the Special Rules and Re-

gulations of the Jalmat Gas Pool as set forth in Order R-520

in the establishment of a 600-acre non-standard gas proration
/gA unit. Applicant, in the abcve-stiyled cause, seeks an order
X,

\ CASE 1206: Application of the Ohio 0Oil Company for an order granting
]

granting the establishment of a 600-acre non-standard gas
proration unit comprising the E/2, SW/4, E/2 NW/4, SW/4 NW/4
Section 16, Township 22 South, Range 36 East. .Jalmat Gas Pool,
Lea County, New Mexico, Applicant proposes {o jointly dedicate
said acreage to its State McDonald A/C No. 1 Well No. 25
located 1980 feet from the North line and 660 feet from the
East line of said Section 16 and to its State McDonald A/C

No. 1 Well No. 6 located 1980 feet from the West line and 660
feet from the South line of said Section 16.

CASE 1207: Southeastern New Mexico nomenclature case calling for the

creation of new pools and the extension of existing pools in
Lea, Ckaves and Eddy Counties, New Mexico.

(a) Creation of a new gas pool for Pennsylvanian production,
designated as West Anaerson Ranch-Pennsylvanian Pool, and
described as:

Township 16 South, Range 32 East
Section 6: Lots 11, 12, T3 % 14

{(b) Creation of a new 0il pool for Grayburg production,
designated as the Atoka-Grayburg Pool, and described as.

Township 18 South, Range 26 East
Section 1I3: NW/4
Section 14: NE/4

{c) Creation of a new oil pool for Queen production,
designated as the Bishop Canyon-Queen Pool, and described as:

Townbilp 18 SOut' ~Range 38 East
QE‘C I"TI.OI‘L 1I SE7 ) T

[d- Creation of a new oil pool for Queen production,
designated as the Hume-Q:een Pool, and descriped 2s

Towns*ip 16 SowtT, Range 34 East
Section 87 §/2 77

{ej Creation nf a new gas pool fsr Pennsyvlvanian production,
designated as the Noith Mescalero-Peunnsvlvanian Pool, and
described as:

Towﬂchxp 10 Sout?, Range 32 East
Section 11: SE1
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(f) Creatin: F a2 pew coe panl far Penrceylvanian production,
designated a- - Newmii! Denasylvanian Ponl and desorihed
as.

fowns-1p 4 So,tl, Range 27 East
iTI ~¥ Section 20

(g) Creatinn of a new oil pool for Queen production,
designated as i’ ¢ Pearl-Queen Pool and described as:

Townshap 18 Soati, Range 35 East
Section 27: NB/4

() Creation of a new o0il pool for Devonian production,
designated as trhe North Sloe-Bar-Devonian Pool, and described
as:

Township 16 South, Raange 35 East
Secrtion 15: SE/4

(i} Fxten=zion »f the Rlirebry 0il Ponl to include:

Tewnship 22 Sout™ Range 38 East
Sectinn 32, W/ 2 Nw. 4 o o

{j} Extensiocn of t-= Caprock-Queen Pool to inclade:

Towns ip 153 Scut: Range 1 Fact
Sec Fian 30 w2 SW 4
) Exfensinr ot tre faadii]l Walfeosan Uang i deolod
‘ .
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CASE 1208:

o

fo) Extersion of the Eas. T.ikev Track Pool to include-

Township 19 Soutk. Range 29 East
Saction 12: Nw/4

Northwssiern New Mexico npnomenclaturse case calling for the
extension of existing pocls in San Juan and Rio Arriba
Counties, New Mexico.

(a} Extension of t.e Ballard Pictured (liffs Pool to include,

Towns:ip 26 North, Range 7 West
Secticn 20: N/2 and SE/4

Township 26 North, Range 8 West
Section 16; N/2

Towanship 26 North, Range 9 West
Section 21: Nw/4

Section 22: SE/4

Section 25; Ww/2

Section 26. Alil

Sectirn 27: WE/4

() Extension of the Canyen Largo-Picturad Cliffs Pool to
include:

Townshrip 25 No
Sectinn n E/
Section 8- N

(¢} Extengion of 172 fulcerasry Hutz-Pioctovyed (Clifts Pool to
incl .ide;

1 West
d. Fowtmagsge . oot S ARy Digi-vod CLiffe Pool to
imclhde-
" Vo Pz
YT I e ‘
A i i
YOS !
i -
S d £ LS
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(e)

Township 25

Nort.

Range

5 West

Seciion 12Z-
Section 2€;
Sectimn 27-

Towns > ip 27

ALl
NW/4
N2

I

2
23
T
0}

6 West

Seciiotn
Section

28,
33

Towps™ip 27

Range

8 West

Saciion I1:

Township 28

Nortr,

Range

9 West

Sectiox 34:
Section 35;
Section 3%:

Extension of the Wes?

include:

()

1’1/‘

Towns::ip 27

S/2
All
All

Kutz-~Pictured Cliffs Pool to

wert . Range 10 West

IETHTAR T WD

Extensior 0of 12

Towrsip 739

~lanco>

2,

Mesaverde Pool to include:

Norti, Range 10 West

Sectio: 6.

Extensinn

I

AlT

", Rang= 13 West

Zaliup Oil Pool to include:

Townsdp 20 ND 12 Yes
= T SRS
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R ST . R, y yeag
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AFFIDAVIT OF COMMUNITIZATION AGREEMENT e‘u ’
STATE OF Pexas Vo LR %
o . Ez‘fﬁsn} -
COUNTY OF Harris gLt 3y 7:07
Don K. Spellman Jr. , being first duly sworn,

deposes and says, that he is the duly authorized agent and representative

of Trhe Qhio 0il Comoany , designated operator of the
State - McDonald \,C ) Cani 25 located in
Lease Well No.
B2, sW/k, B/2 of NW/k, SW/h o2 IN;/4 of Secs. 145, Township 22 South, Raase 20E,

Legal Description of Un't

Lea Count:, N. M.

N.M.P M., consisting of g0 acres and that all owners of working
interests underlying the above described unit have pooled or communitized
their respective interests for tbhe purpose of production of oil or gas

and associated hydrocarbons from said unit, insofar as said production

pertains to the Jalnmal, Gne Pool.

//-\«

. Y , Py m

\-—/7’ ! e

FAURD> =N /\ \}MMf :
Signature pa
: / (,//
Subscribed and sworn to before me tals .~ day of .. s

19

‘a/yu;%g/ C&/MM*«Q)

éatazy Pu611c 1n and for the
ounty of - .

My Lommn.ssmon Expires,




NEW MEXICO

P OIL CONSERVATION COMMISSION
Form C-128
Well Location and/or Gas Proration Plat
HETTE P pee Date_ narc: 21, 1957
Operator The Ghio 0il Co. Lease tetc - MeDonald A/C 1
T s,
A S Y .
Well No. & zng 25 Section 15) f _‘Tzﬁn‘lnsth__ oY Tauil Range 27 jacy NMPM
6 - 1980 Vest See South _
Located /25 - 1080° Feet From Worth Line, LA0! Feet From @acsi Line,
Lo Azl
O = Dk
Lea County, New Mexico. G. L. Elevation 25 - 3357°
Name of Producing Formation vatec-Seven Rivers Pool  Jaimat Dedicated Acreage _ (0

211 but Nh
Note: All distances must be from outer boundaries of Section) of Wyl of

~ ~
zect. 10

sxpaniol wnit
zuthorized by
Order Ho. R-936
. I
| | |
! | l
| | {25
1 3 660'—
| a !
} !
3 1 .
! t
| I
= 1
| ‘. 3
| |
NOTE l ;
This section of | ; 1
form is to be ! ‘ }
used for eas S __<l,._ e e _,_; — e
wells only, y “ ‘
3 i |
t | | |
N 6 !
-l - 1980 —1‘?’ ‘
| ; i
©
| 8 |
\/ E @ i
5CAL..'.|"-KM!
1. 1Is this Well a Dual Comp. ? Yes No - . This is to certify that the above plat was
prepared from field notes of actual surveys
2. If the answer to Question | i8 yes, are therd made by me or under my supervision anc
any other dually completed wells within the that the zame are true and correct to the
dedicated acreage? Yes No , : Leon ol soowledge and belief,
L - S . .
Name A . L f b e ¥ Late SuTveyed
. - e / . e . . e
Position AR e B . o o
Representmg" R B P P gk e o “r=’.zsional Engineer and/or
Aol n !
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March 13, 1957

In reply refer to:
Unit Division

The Ohio Cil Co.
P, O, Box 128
Houston, Texas

Re: ©Ohlo Gil Co.=--McDonald
State Well No. 25 and

Well No. 6 Communitization =~

600 acres - Sec. 16=22S5=36F

Attention: Mr. J. O. Terrell Couch

Gentlemen:

I am enclosing five copies of the above
designated Communitization, which was approvec

by the Commissloner of Public Lands March 13, 1957,

Also enclosed is Offd
$
A i

P & ~ -~ T AN TR .
0 bhe .:‘.Jlf‘u;:t of sShe il W i [oRe VI

YVer s truly yours,

LURRAY I, MORGAN

Commissioner of DPorcil

clal Rzceint o, =-131h
c ™5 i
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/4 %l,lﬂ( Everelt Garch 14, 1957 , PO B 3120
- Hoceston, - Horad

-/Zf('}mml //’ 7//@*/ / r(»y

F O Terrett" ek

y/ﬂl"’/ ‘M- ﬁ :‘!I;'(lf’/ .’ /I

Mr. A. L. Porter, Jr., docretory-Dicector

Mew Mexico 011 Uinservation Commission

P. 0. Iox 871

Santa Fe, New ilexico

Dear Sir:

Thank you for your levier of March 11 transmitiin. the copy of Order R-950
issuad March 5, 1997 by the 0il Conservsiion Compission in Case 1205, wherein

the Commission approved the enlargement of The Ohio's 520 acre State-McDonald
7 Proration Unit to embrace ©00Q acrsc cut of Scebtion 16, Townsiip 22 Soutl,

¥
[}
]

A28 Ol
R . 250D +
o w3 Last.

N ST AN 3 -, . 3 - e B, Vovr s
xrorecuir he Ohiic to endeavor Lo groduce both wells
a C

™
Lona2 tue vreviso that neithzr well is ©to be pro-
i ted 1n excess Ol &ire of what inqlv well on a £00 acre unit in the Jalmat
» Pool pulld be peruitied t p roduce during any proration period. Such
Lo te amosrvears to be reasonablc ynder :ne oresant facts and circunstances.
., o= B Lo osiliuit md o wu L. MO
Lo s
.
z ) bl "
J - . - -
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OiL CONSERVATION COMMISSION
f. 0. BOX 871

SANTA FE, NEW MEXICQO

March 11, 1957

Mr. John Woodward

El Paso Natural Gas Company
P.0. Box 1.‘592

El Paso, Texas

Dear Zir:

¥e enclose a copy of Order R-9556 issued March 8, 1957, by the
0il Conservation Commission in Case 1206, application of The Ohio
01l Company, which was heard on February 14th.

Very truly yours,

A. L, Porter, .Jr.
fecrstary - Direcior

oD
Bnel.




BEFORE THE OIL CONSERVATIOR COMMIFSION
OF THE STATE OF NEV MEXIQO

IN THE MATTER CF THE HEARING

CALLED BY THE OIL CONSERVATION

 COMMISSION OF THE STATE OF NEW

" MEXICO FOR THE PURPCSE OF
CONSIDERIFG:

CASE NO. 1206
Order No. R-956

- APPLICATION OF THE ORIO OIL

; COMPANY FOR AN ORDER AUTHORIZING

A G600-ACRE NON-STANDARD GAS

PRORATION UNIT IN THRE JALMAT GAS

POOL; SAID UNIT TO BE DZDICATED

TO APPLICANT'S STATE McDONALD A/C

" # 1 WELL NO. 25 IN THE SE/4 NE/4

OF SECTION 16 AND ITS STATE McDONALD

. A/C # 1 WELL WO, 8 IN THE SE/4 S¥W/4

- OF SECTION 16, BOTH IN TOWNSHIP 22

. SOUTH, RANGE 36 EAST, NMPM, LEA
COUNTY, NEW MEXICC.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for bearing at 9 o'clock a.m. oa
February 14, 1857, at Santa Fe, New Hexico, before the 0il Con-
servation Commission o0f New Mexico, hereinafter referred to as
~the “'Cocmmission.”

NOW, on this §‘ day of March, 1957, the Commission, o
quorum being present, hiving considered the mapplication and the
evidence adduced and being fully advised in the premises,

¥FINDS:

1. That due public poiice having been given as required
by law, the Commissiovu bas jurisdiction of thia came and the subject
matter thereof.

2. That the aspplicaat, The Obio 1l Jompany, il the
owney of the 8/2, ¥i/<, £/2 N¥W/< of Section 16, Towansblip 22 South,
vang2 30 Tast, WMPH, Los (eounty, ¥ov dexico, apd vhat Lontiasental

0il Company ig the owaeer oi the W/ 4 §%/4 of sola bootlon 1o

3. That che Ghio 01l Comnpany and Coutinentai Cil Company

have entered into a communitisation agreementl coverinyg the gas
rights in the Jalmat Gas Pool underlying the afovementicned acyarge.

i, That the applicant is tac Hwier aoc operaiowr ol Uhe
State-McDonald A/C #£1 Well No. 25 Locataed 1860 feet irom the lNorth
linz and 660 feet ifrom the Last liane of said Section 16, and the
State-McDonald A/C #iL Wsll Ho. 6, loopted 5602 feet fvowm the fouth
line and 1980 fteet from ithe West line oi said fection 1€.
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5. That by Administrative Oxder NEP-84, dated Junuury
30, 1855, the Commission authorized the formation of a 520-acre
non-standard gas proration unit in the Jalmat Gas Pool consisting
of the S/2, NE/4, and S8E/4 NW/4 of suid Section 16 to be dedi. .t
to both the aforementioned Stuate-McDonald A/C #1 Weil No. 6 and
State McDonald A/C #1 ¥Well No. 25.

6. That the applicant propuses to enlarge the prescntly
autborired unit to include the SW/4 NW/4 and the NE/4 NW/4 of said
Section 186.

7. That the creation c¢f the proposed unit wiil not
cause waste.

8. That, in order to protect ithe correiat.ve wvights of
the persons owning the acreage offsetting the proposed unit, neither
of the wells on the unit should be permitted to produce in excess
of aixty percent (60%) of the allowable which & single weil on such
a unit would be permitted te produce during any given proration
period.

IT 15 THEREFORE ORDERED:

1. That the applicaticn of the Ohio Gil Company for
approval of a 600-acre non-standard gas proration unit in the
Jalmat Gas Pool consisting of the following described acreage:

TOWNSHIP 22 SOUTH, PARGE 36 EAST, NMPM

Rection lo: S/2, RE/4, §/2 NW/4, and NE/< NW/4

be and the same is hereby approved, and a proration unit consizting
ci the aforesaid acreage iz hershy crected.

2. That the aforesaid proretion unit shall be cedicaved
to both the applicanti's State-McDonala A/C #1 Well No. 2&, located
1980 feet from ihe North line and 660 feet irom the East line of
said Seciion 18, and State-McDonald A/C #1 Well No. 6, locatec 660
feet from the South line and 1980 feet from the ¥West line of said
Sweiion 18, and that tha «snid wells be granted a joint ailowable
in the proportion that the acreage i the vbove-descriped unit Rears
to the acreage in & standerc grorztisn unit in the Jaluat Gas Poci
in cosordarco whtn Rule 8 of the Toscisal uies and Regulations for
satd nool.

D OROas U
SFrOVIGeL, ROl .

sither of be producasd in

4 (80%) of tha ofsowable which o giugis anii
caon anit o bn vhe ook S Poal owonld e permidios
LS TN BT B A '
DONE oy mana Yay, New HeXA o oL hae ey s Jee 0 furoalno
above designated
LB

ToooMMIniIG::

. t‘-_‘; ‘;:A",‘];.‘

his
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BEFURE THE
OIL CUNSERVATION CUMMI1SS1IWN
Santa Fe, Mew Mexico
February 14, 1957

- A SR W En e SR MR W W M S @ AR PR MR eR m SE WE AR A W Es  on

IM THE MATTER OF:

)
Application of the Ohio 0Oil Company for an :
order granting an exception to Rule 5 {a) ot )
the Special Rules and Regulatiors of the Jai-
mat Gas rool, as set forth in Urder R-520 1in )
the establishment of a 600-acre non-standard :
gas proration unit. Applicant, in the above )
styled cause, seeks an order granting the
establishment of a 600—acre non=standard gas ) Case No. L2U¢
ororation unit comprising the E/2, SW/4, E/2 :
NW/4, SW/4 NW/4 Section 16, Township 22 South, )
Range 36 East, Jalmat Gas yool Lea County, :
New Mexico. Applicant proposes ta Jjointly }
dedicate said acreage to its State McDonald :
A/C No. 1 Weli, No. 25, located 1980 feet from)
the Morth line and 660 feet from the East line:
of said Section L6 and to its State McDonaia )
A/C Yo. 1,Well . No. 6, located 1980 feet from :
the West 11ne and 660 feet from the South Llne}
of said Section 16,

Honorabie Edwin L, Mechem
Mr. 4. L. Porter

14

My, Murrszy dorgan

TRANSCRL T OF FEADUMG
. PJORTER: Tre next case to be consicersu will e Llzlo,
M0, GUTLEY:  application of the Uhio Uil Company for an
ovder orantin. an excepiior to Rule 5(a) of the 3pecial “ules and

Resulatlons of the Jalmat 5as rponi as sel torin irn Jrees 7=520 in

3

the establishment of a ©QU=acre nor-standara 3 proration unit,
MRL, QOUCY s Terreil Couch, for the Chio il Company,

Gentlemen 0oi ire Com o astaon, o owould Like 1o mave a prlef ovelivlc

nary statenent cefore we 50 into the evicence in the case.



This actually is an application for an enlargement of «

presently existing 52U~acre unit. That unit was approved by the ==
The present unit of 520 was approved by the administrative order
dated January 30, 1955. There are two wells on the unit which
were compieted during 1954, one just prior to the issuance of
Order R~3520 and one shortiy thereafter. The fact there are two
wells on the unit is the thing that gives rise to the hearing for
the eniargement of the unit. At the time we filed our application
in 1954, we siated at that time that we would proceed with nego~
tiations to attempt to unitize the remaining acreage in Section

16 so as to form one complete 640U acre unit, a standard unit in
size as provided in the pool rules for the Jalmat Gas rool.

We have proceeded with negotiations and have now an operating

and unit agreement signed by Continentai and we have not been able

to obtain a pooling agreement with the company we believe to be

the owner of the one remaining 4U~acre tract, that being Uil weil
Driiiing Company, We just learned lact work from Jil #ell DTlLiLné
Company that after ali they don't own tne gyas rights, and apparent*y
ELl raso Matural Gas Company owns the gas richis, 1 have, today, %
advised Mr, Woodward ef EL paso of the facts, and we are hopeful |
in the not too distant future we wili be able to compiete the
poolina of the entire 64U acres, Witk that preiliminary we will bng

|
able to proceed with ogur evidence, '

-
IJ

MR, pORTER: who is your first witness?

MR, COUH: Mr. Tom A, Stecle.

(fiitness sworn. ) {




IHOMAS A. SIEELE
called as a witness, having been first duly sworr, testified as
follows:
DIRECT_EXAMINATION

By MR. QUUCH:

Q State your name.

A Thomas A. Steele,

Q By whom are you employed and in what capacity?

A The Ohio 0ii Company, District Engineer for West Texas and
New Mexico, stationed in Midland, Texass,

Q Mr. Steele, would you state briefly your professional
gualifications?

A 1 graduated with a Bachelor of Science Degree from the
University of pPittsburg, Pittsburg, Pennsylvania, in 1937, 1 was

empiloyed by the Sheil Cil Company for four years after graduation;

the lget five yeare I have heen emnioved bv the Ohio Uil Company
:

as District Engineer 1in five separate states. g

Q Mr, Steele, 1n your duties as Tistrict Engineer at Mldkand;
you have had occasion to kesp yourself iniormed ag to the Jalmat
Gas Pool and as to the Uhlo's McDonalid Lease, have you not?

A I have,

Q Are yo:: acruainted with the Ohinfs twn was wells on Secrion
16, Township22 South, Range 36 East?

A 1 am familiar with them.

Q@ Mr. Steele, what acreage do we now prupose to lnciude 1In

the 600 acre uniti that 1ic the subject of this agplication?

A We propose to form a &UC~acre mon=standard aac prorcation




unit consasting of all of Section 16, except the northwest quarter
of the northwest quarter, containing 40 acres in that section,

Q We anticipate that the remaining 4U-acre tract will be in-
cluded 1n a larger unit within the near future, do we not?

A We anticipate that, yes, sir,

Q That has been our aim since the time in 1954 when we made
application for the 520 acre unit that now exists?

A Yes, sir, that is correct.

Q Mr. Steele, will you state whether all the acreage in this
Section 16, all the acreage in the 600 acre proposed unit is within
the limits of the Jalmat Gas rooi?

A It is my opinion that all 600 acres are productive of gas

in the Jalmat Gas rool.

- P - -~ — - - b4 P LAl - Lo SED T - L BRY meir AT m iR - - -~
VW LIC jrgses Al asi LIOM UIC QLA UL 1"CW T AaLy O

£

entire 600 acres, is that correct?

A That is correct,

Q Mr. Steele, as to the productive ability of the two weiis,;
state whether in your opinion each of the weils 1s capabie of pro-
ducing a volume ot gas 1n excess of, or less than whatl nas been thé
current 04U acre allowables in that Jalmat Gas Pool?

A In my opinion, each well is capable of producing a 54U~
acre allowable,

< Mr, Steete, 1f tnis unit 1is not enlarged and approved as
proposed here, to inciude the 60U acres, would that deprive the
Jhilo anc the Continenial and the State of New lexicns of an oppor-

tunity to recover their just and ecuitable share of 2a3s 1n the




Jalmat Gas Pool?

A Yes, sir, it certainly would.

Q State whether the approval of this requested 60U acre unit
would damage the correlative rights of adjoining operators?

A It is my belief it would not.

Q Would waste be caused or prevented by the eniargement of
this unit?

A It's my helief that waste would be prevented.

Q It would prevent the driliing of unnecessary wells on
other portions of the section?

A Yes, sir, that is correct, ‘

Q Mr. Steele, under the present circumstances, worid the uvhia
or Continental, to your knowledge, have any objection to a reason~

able limitation on the volume of gas to be legally produced from

each of tne wells in tnie nrannced nit?

A 1 don't believe that the Ohio wouid object to any reasonable
setting of aliowables from either of the iwo wells, I 'm sure
they would go ailong with any reasonable allowable,

Q By reasonable, what would you suggest as a reasonabie i

i

restriction? %

|

A well, T would say probably ' percent would be 2z reasonabxé

figure. 5
% 48 it necessary to facilitaie the actual producing opera-
tions of the unit with two welils that you have some tolerance in

excess of 50 percent permitted to each well?

A Yes, i1'm sure 2t would be an impossibiliity to ailocate 54
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percent in a ynjt such as this, to each welt. You have to have

Some tolerance allowed, and I believe the additionay 25 percent

would be satisfactory in

Q If they were in

this case,

two separate units, then each unit wouyg

have a toleranca under the Present rujesg?

A Each unit would have the toelerance under the present rules

Q You are seeking a similar tolerance here in excess of 50

percent to split the tota
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Q What jg it, pleas

A During 1955, well
total pProduction fram the
1l lease,

Q That would be the

Produced from ihe orher wely, Nunber &% ’

A 60 percent W3S pr
Well No, ¢,

Q What are the nere

production from the two welys in 19567

A Durirg ]g9ng vell
total Production taken fr
W Anc the remaining
(lnterruptin#} T

{COntinuinq) ~ M

e?
Number 25 produced 40 percent of the

LW welis on the State McDonald A/C Mo.

T e

"N 60 percent of the production that was
oducec fronp the State McDonald A/C Vo, 1,
entage fiqures of the division of totay |

Mumber 25 produced 4 Percent of the !
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A That is correct.

Q Actually Well Number 25 does not have as great a potential
or openflow as does Well Mumber 6, is that correct?

A That is correct,

Q Mr. Steele, 1 believe you have been advised that there has
keen a recent test made on each of these wells by El Paso Natural
Gas, is that correct?

A Yes, I have been advised of that fact.

Q El Paso Natural Gas is now taking the gas from both wells?

A El praso is taking the gas.

Q The results of this test as reported to you, would that
change your opinion as to the abilities of each of the wells to
produce at least 640~-acre allowable?

A No, sir it would not. One well, Number 6, had a greater open
fiow potential in the last test than it originally had when it was

completed in October of 'S4, weli Number 25 had a smailer cpen=

tiow potentiai ithan originally wac notentialled in July of 1954,
Q When you refer tc the results of this recent test, they |
are not the official resuits, are they?

!
i
{
!
|

A VYo, sir, as far as 1 know the wfficial file has not reachad
i

this office yet, |
3 But that is the best information yvou have. You pelieve its

to be correcti? z

i

A 1 believe 1t to be correct, vyes, sir,

Q Is it cur intentlon or plan to zstrempt (o producs the weiiﬁ

at approxirately the same rates? ;

o |




A Yes, sir, I would say that would be our ptan., I think we
should have that in mind when we produce both these wells, = .d as
nearly a< possible they shouid be produced on a 50-50 1l ssis.

Q@ As indicated by the 1956 withdrawals of 5. pe eort from

one and 49 percent from the other?

A Yes, sir, 1 think El Paso is doing an excellent job in
producing the wells on approximately a 50-50 basis.,

Q The reason you requested a tolerance in excess of SU per~-
cent is just for practical operations, to permit each weli a
tolerance as it would have on a separate unit?

A That is correct.

Q Would a smaller figure than 75 percent be workable?
Would you be able to get by with a smaller percent you thinrk?

A Weli, 1t is possible that we could get by witn a smailer

percentage. Maybe 60~40, 60~40 percent figure might be a good

workabie percentage. HFowever, 1 would prefer to give £l Paso who
takes this gas, a littie more leeway than the 40~60 percent which %
they probably get hy on;if certain conditions arise it might be |
wise to produce the one well at a totai aliowable for the lease ini
place of 60U=-4U percent,

MR. COUCH: We have no further guestions,

MR, FORTZR:; Does anyone clse have a question of ir. Steel%?
Mr. Utz,

CROSS EXAMANAT Lo

By MR, UTZ:

Q Mr. Steele, 00 you have the date that these wells were
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completed available to you?

A Yes, sir, Mr, Utz, I do. Well Mumber 25 was completed
July 9, 1954; wWeil Number 6 was completed October 21, 1954.

Q Have these wells, either of these wells been worked over
since this date?

A No, sir, they haven't, to the best of my knowledge,

Q Mr. Steele, you made a statement awhile ago that if this
appiication was denied, that it would prevent you from getting
your share of gas from the Jalmat Gas Pool., 1 wonder 1if you weuld
enlarge on that a iittle and explain why it would?

A Weil, 1 don't know just exactliv knowwhat you are driving at.
That's my opinion that if this unit were not approved that we
would be deprived of a fair opportunity to recover this gas. 1In

other words, if trnis application were disapproved there would be

120 acres in Section 16 that would h3ve 03 Jas aiivwabie, By

eniarging this unit we hope that the entire section will hazve 3
gas allowable assignec to 1it,

Q@ You are corsidering that {nis appiication 15 merely for
the enlargement of the 52U-3cre unit”?

A Yes, sir, that is correct, ur, ('tz,

W Mr. Steele, T wonder 1f vou can raplain Lo me why 1t would
be impractical to form two units for these two wells instead of

having two welis on one uniiv

|

|

|
MR, COUCH: T don'f «re that the cueciion is material to the

i'

issue that is before the Commission here, I don't think 1t ie up

to us to show it i< Impractical o (orm lwo unit when what we

e oA o e i o < e . R
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are trying to do is form one unit of the size that the Commassion
has found and stipulated is a standard proration unit for the pool.d
The impracticaiity f itar mot is a gquestion that probably goes beyond
the engineering knowledge of Mr. Steelie., It involves not only que
tions of an engineering nature, but principaliy and primarily a
question of construction of the pool ruies, which 1s iargely =z
legal question., If it will benefit the Commission li7ni sure Mr.
Steele will be glad to point out some of the things tha’ =ight
occur to him, I don't know that that would be praper evidence con
ihe point, or that the point is necessary or material to this hear-
ing. |

MR. PORTER: Mr. Couch, we would like to have the witness

answer the question to the best of nhis ability,

MR. COUCH: Any reason you ¢an think of, why it would be
impractical to form two units, Mr. Steele, state them for the
record,

i Well, I, personally, can't see any reason why two units
should be formed here. This acredgé *c completely surrounded by
gas weils and it is my belief that either or both could drain the
entire section of gas. I think, as Mr. Couch has stated, thai 1
con't think that it should enter into the 2ctual application
whether two units could be formed, 1 think 1i woulid ke physicaliy
possible to faran iwo units, but L can't se¢ any particular reason
why two units snould be formed cince " ni- acreasce 15 1in the Jalaat

t

Gas rool, and 1t's compietely survounded ny sa¢ welis, 1 jusl can!

se2 any pracilical need for it,.

7
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et i et e o e e e Ao



Q Mr. Steele, would creating two units ana assigning 320

acres to one well and 280 acres to the other weil decrease your

able?

A No, it wouldn't decrease the aliowable any.,

Q Then ==
A (Interrupting) Except in this way, if a well was to be

worked over, then the allowable during that time would be cut.

are driving at.

statement 1 did to beqgin with, The imnracticality cteme fram

1

stand, if you were to attempt to divice %

the boundaries of the units wouid fall so close to the welis in

now, buil by drawing an artificial tine through the lease 1tseif

I construe the rules. That is on

D

reason it 1s impractical and

allowable any, as long as each well was able to produce its aliow-

It i1ooks to me like it all boils down from the origipal rules set
up in the Jaimat Field, they have a 640 acre allowable set up if
the well is 1980 from either line, Both wells are 1980 from one

line, but onty 660 from the other. I'm not too sure just what you

MR, CUOUCH: This is getting into the reason why 1 made the
legal questions and contractural matters more than it does from an}
engineering feature. By a consiruction of the rules, as they now

~ls unit 1nto two unlts,

splatting the sinale 52U acres that is ail under one lease right

b

they woulu cause a reduction of allowable oI the weil one way or ¢

other, depending on which way you drew the itine. That is the way

the other 15, 1t has ncthing to do with any engineer, Wwhy 1t 1s

impractical 1is that we have been two vears nedotiating an aperating

+hd

he




agreement with various companies, and working out equitable com-
pletion costs on the wells, It i1s now done and assigned, and the
communitization agreement has been prepared and signed, and sub-
mitted o the Land Commissioner's Office, ail in accordance with
the statement that we had in our application over two years 3yo
when we first started tiyirng to get this entire section unitized.

Those are some of the impracticalities of forming two units
at this point, and at this date, It wasn®t irying to keep informa-
tion from the Commission or Staff, it was just that I felt that
this witness here for engineering testimony 1s not fully advised
of all those things that have tc do with some of the impracticali-
ties,

Further impracticalities, as far as putting it inte two unitis
arises from the fact that the recompletion costis on one of the
wells was around $33,000.00 and the other $22,96(.80, depending

on which unit you put it in. If you mace 1t into two urits one

b

cligw ig going to ray the bijger share of the completion costs.

-

-

4

|
The way we have done 1t now 1s¢ to tump them together and Continent%l

|
is paying its proportionate share of the total cost, Tre same i

: , . 1

ceal ras been m=2ce wiih 21 v=co 1n rouarc 1o Lis 40 zcrecg, f
Those are ihe impracticaiities tlat 1 see, severzl of thenm,

in forming two unitc at {his ctage of the same, L thirx the only

T e, Cteele 1pciceiec, et o1t will Tacllitate a 240 scro

one th

W

3liowatle when the unit 1s ultimately formeoc, to have hoth wolls
in the same unlti, iros ~n cnsirncerdn . sianupoini, S0 lon:s as cach
well is capatle of producing ip a sufficient volumes, and <0 Loung

as there 1s a2 reasonacliec Limitaiicr upon the 2mountyDu CAn Lake
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from either well, you can get virtually the same results {rom the

single unit as would be from the two units from the conservation

standpoint, 1 can't see the necessity for the two units at all.
MR. PURTER: Mr., Utz, do you have a question?

Q (By M3, UTZ) Mr., Steele, I gather then from what ycur
attorney has said, it would be more convenient for you to put two
wells in one unit and let one well lean on the other than to have
each well stand on its own?

A No, I don't think one well is going to lean on the other,

I think I pointed out to you that either well is capable of pro-
ducing a 640 acre allowable, and certainly that's the way the wells
have been produced for the last two =~ 1wrs. As I pointed out, in
1955 Welil Number =5 produced 40 percent of the total production and
in 1956 Well Number 25 produced 49 percent of the production, That
would not indicate to me that either well was leaning on the other,
Q Do you have information as to what the absoiute openflow of

your Well Number 25 was, the most recent test that has been sub~

mitted?

A Weil, I haven't seen the official record and the informa-

tion I have is second=-hanc. I can give that figure to you, but 1
don't know if 1t 1s accurate or not,

MR, pPURTER: Give us whatever fioure you bave,

MR, COUCH: Give that floure to them, Mr. Steele. These

are the figures that Mr, Utz furrishted us with yvesterday afternoon,

i1s that right, Mr, Steele?

A Thrat i: correct,
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Q 1 can ask a direct question if you would like for me to.

A I have them here. The openflow potential for Well Number
25 was 4,9MCF.

MR. QIUCH: No, not that.

A 4,900 MCF, and the openflow potential for Weli Number 6
was 14,000 MCF per day. That's 14,000,000 for Number 6, and
4,900,000 for Number 25,

Q In other words, the Number 6 well had almost three times
the producing capacity of the Number 25 well?

MR. PORTER. That is the daiiy figure, Mr. Steele?

A That was the openfiow potential that Eif raso ran, I believ
that is correct,

Q Absolute openflow daily figures?

A Yes, sir.

Q Which well would you say would become marginal sooner on
the basis of those tests?

A W#ell, I don't believe that openfiliow potential wouid be an
indication of which weil would bacome a marginal well before the
other, because the shut~in pressures are approximately the same.
They wer2 when we touok the original openflow potentials, and 1f I
interpret these figures here as the last openfiow potern.ials, why
the pressures are approximately the same on both wells. Now, one
weli does have a greater capacity than the other, probabliy due to
difference in permeabllity of the formation at that particular
well, but I don't believe I would be able to say which well would
become marginal first,

Q After all, i1sn't absolute openflow an i1ndication of what

DEARILEY I f & ART A
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a well will produce and what it .produces has 2verything to do with
its aitlowable, whether it can make its allowable or not?

A That is correct. tlowever, as you know, when these gas
wells, when the openflow potential of these gas wells drops down tqg
where the pressures are not sufficient to put the gas into the gas
iine, most of them are worked over, re-fracked, acidized and the
potentials are brought up.

Q Then if your Number 25 well should become marginal you woul
work it over and try to increase its capability?

A Yes, sir, that's absolutely right,

Q Do you know who owns the acreage to the south of your
Number 6 well?

A I think Mid=Continent owns that acreage, Mr, Utz. Let me
check this Sunray, Mid=Continent owns the northwest quarter of Sect
24, 22 South, R=noe 36 East.

Q Do they own the northwest quarter of Section 23 -~ i'm

SOTTY,.

A W3it a moment -~ They own what? Secticen 23,

Q They own the guarier section offsetting your NMumber & welil
to the south, 1is that correct?

A Yes, sir, that is correct.
Is there a welil on that acreage?
Is there a gas well on that acreage?

Yes.

L >» O

To tne best of my knowledge there 1s nnt,

fas Sunray-Mi-ifnntinent objected to this urit being formed?

£

b

lon
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To the best of my knowledge they have not.

Not to date anyway?

Not to date.

Is there a well offsetting this unit to the west?
To the west?

A gas welil in the Jalmat?

» O » O » D »

In Section L7 there are two gas wells, Continentalt's E=17
Wells 4 and 5.

Q Which quarter section are they located in?

A Well Number 4 is in the northwest quarter of Section 17
and Number 5 is in the southwest quarter of 17,

Q Has the east half of Section 17 been dedicated to a gas
well in the Jalmat Gas Pool?

A I can't answer that question, Mr. Utz, I didn't bring --

Q (Interrupting) I believe the Commission records would
show that it has not been dedicated to any weil in the Jaimat
Gas Pool.

A (Continuing} I didn't pring my map.

Q Do you happen to know what the allowable status of this
unit is at the present time%

A You mean the present allowable?

Q The allowable status, the net status of this unit, the
520-acre unit?

A It is substantially over~producea,
Do you know about how much?

In the neighborhooc of 700,000,000 cubic feet,

0H » O

Which would be ailmost eight times the February current
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allowable, would it not? I beliieve the February current allowable
was 94,000,000 for the unit.

A 1 beileve that is correct.

Q Then unless these wells are to be shut-in, the first of,

March lst, 1957, they are going to have to start cutting back

pretty quick?

A Yes, we are going to get together with El Praso and see if
they can get these two wells in line with the actual allowable.

They certainly are over produced.

Q Mr, Steele, based on the fact that your February allowable

was 94,000,000 for the unit, a 5 percent tolerance would be

approximately 4,700 MCF, do you kelieve that this is an impractical

tolerance on which to operate, to have one well produce five per-
cent more than =~

A {lnterrupting) Yes, I certainly do. I don't believe El
Paso could produce those weils month in and month out with 5 per~

cent tolerance. It would be almost an impossibility to do it.

They ht average outl Over « year by beiny very careiul with

-~
X y g it

[«

their take, but it would certainly entait a lot of extra work on
their part to keep within the five percent tolerance. 1 think
it would be impractical to do it.

Q This tolerance doesn't have to be from dav to day, does

1t?
A Mo, but it 1s within ==
Q¢ (Irterrupting) The six month period?
A The six month period,
Q They did operate 1t within two percent during 1990, didntt
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they?

A And I'm very surprised they did it.

Q Well, frankly, I am too.

A I don't know of any other place where ~-~ 1 think it was
more a matter of luck that it came out that close, but they cer~
tainly were prudent operators to take approximately the same amount
of gas out of both wells.

Q These wells are metered separately, aren't they?

A Yes, sir,

Q Do you have any suggestion as to how we can administrate
five, ten, 15 percent tolerance, whatever the Commission allows,
when we have two wells on the unit, hoth wells receiving a unit
allowable? In other words, how are we going to check to see
whether you are producing within ‘our tolerance or rot?

A Well, I beiieve you couid very closely check it, because
EL raso reports every month what the amount of casis taken from

each well. You probably would have to cet un twm ceparstc shiets

with the allowable and production on one sheet, and the allowable |
1
and production from the other weli on another sheet, but I think if
J

could be done verv easily, I don't think it would be too hard to |
do it, because you have the figures that ELl Paso submits to you |

every month on your C-t2, I believe 1% 1is,

Q We would have to adminl=trare the balance nf the procedure
within the unit just the same as we do for the whole pool?

A I think that 1s correct,

Q It is an increased adninistrative load?

4 Yes, sir, it would be a very slizht administrative load,
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increase in administrative load,

MR, UTZ: That is all.

MR. PURTER: Does anyone have any questions of Mr., Steele?
Do you have any exhibits?
M. COUICH: They were submitted or attached to the application, there
was a plat attached to the application showing the surrounding
gas wells and the unit that we requested.

MR. FORTER: I have one question I would like to ask,
Do you recail how long this unit has been operating as a 320~-acre
unit with the two wells, Mr., Steele? I'1L put the question this
way, has either one of the wells ever produced as a single unit?

A Yes, sir in -- Wait a moment. One well was completed
prior to the other, 25 was completed prior to Number 6, and it did
produce in December of '54 and January of '35 as a separate welil.

MR. PORTER: Well, the Commission records would show that.=
I thought you might have that,
A Yes,

MR, CUUCH: 1 think that January 1, 1955 was the effective%
date of the 520-acre unit, and 1t wacs the firsi proration unit tha%
was authorized for either of those two wells, and they were not f
connected and had no production prior to that time, believe }
the Commission records will hear that out, 1 had one or two ;
gquestions 1 wanted *to ask.

RE~DIRECT EXAMLINMNAT LoM
By MR, COUCH:

|
!
|
|
Q Mr. Steele, generally speaking with rroagsrd to the gas weil%




in the Jalmat Gas rool are they over=-produced, or under-produced?

A I would say they are over=-produced.

Q Withdrawals from all welils in that gas pool have been
large over the past two years?

A That is correct.

Q Mr. Steele, did the Ohio select these two locations becausf
they were close to the section Lines when they re-completed these
two wells, or what was the reason that we re~completed Wellis 25 and
6 instead of some of the other wells that are in that section?

A Well, Well 25 was completed first, and it was =~ the well
was plugged and abandoned because it was making less than one
barrel a day.

Q That is as an oil well?

A An oii well.

Q In a different producina zone?

A In the Seven Rivers, that is correct. As vou recall. the |
limits of the Jalmat permit a gas well to be completed from the |
Tansil to 100 feet of the base 0of the Seven Rivers.

Q Those are the vertical timits of the Jalmat?

A Right, or the Queen formation, ancd thece wells were pro- |
ducing below that 100 feet, and thney were prouucina in the baze ofg
the Seven Rivers, 1s where the wells were producinn, and thev m>r¢?
both uneconomical to operate and were producing lets than a barreii
a day.

Q So0, from the economical stancpsint, those werz the two most

likely wells for us to re-complete as adas wells?

A Thme were the two with the smallect amnint of produciion.

DEARML Y
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Q@ They weren't setected with the idea of draining a neighbor
or taking an undue proportionate withdrawai from the pool?
A No, they certainly were not.

Q This pool has been in existence over two years, or a great

deal longer than tnat, has it not?

A Yes, sir.

Q Do you have any idea why Cities Service or Continental
have not drilled welis in the east half of Section 17, or haven't
recompleted some of their oil wells as gas weils, or does that
just come under the heading of their business?

A Well, I think that is their businress, 1 am sure they will;

Q They haven't told you why they haven't?

A Ne, sir, they haven®t asked me for any advise.

Q The same is true about Mid=Continent cown there in the

hwest socilion ui 217

A Yes, sir, that is correct,
@ Would you expect that Continental or that Mid=Contlnent, é
if they felt that they had been treated unfalrly here for two years,
would have drilled a well to protect themselves, 1f thal is whal
they needed to co?
A 1 am certain they would have, L an sure that the Jhin Uil
Company would have. l
MR, GOUCH: 1 have no further guestions,
MR, PORTER: Are those all thre questions of lir. Steele”

The witress amy be excused, |

{05 s e PR .
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MR. PUORTER: Doea anyone have anything further in this casﬁ?

MR. WOUDWARD: El Paso will make a statement when the
testimony is completed.

MR. QUIXH: I offer in evidence Exhibit A attached to the
application. It is attached to the originai appiication fiied in
the case,

MR. PORTER: Without objection it will become a part of thg
record. Mr, Woodward?

MR. WOODWARD: John Woodward, of El Paso Natural G=s
Company. As of about 45 minutes ago we were advised of the fact
that we owned the gas rights in the northwest of the northwest of
Section 22, and as of some 45 minutes ago we have under considera=~
tion a unit agreement consisting of the acreage in that section;
just as soon as we can make reacy the communitization agreement.
The 40 acres doesn't make a good drill-site for a gas well, We
think the Commission can, by administrative action, approve such a

unit when such communitization is completed, As a purchaser, we

woulc certainly appreciate the latitude of some reascnakble tolerance
1

in the production from these two welis., we can, if they are set |

up in the same unit, and we see no reason why ithey shoulcdn't be, ‘

1

- \ . . . . I
If we have been prudent in anythinc, 1t is as a prudent purchaser

|

|

from the two wells, and we intend to conilnue that policy to the
pest of our ability. I think there Zs an important guestion of
prececent involvec here which concerns us much more as a purchaser|,
and that 1s as to a locatlion uf acreage to more than one well }
t

conpieted on a proration unii. ac would point out that the units |

|
|
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established are proration units, not driiiing units. Under the
rules, theoretically, you could drill a hundred wells, there is
nothing that would require you to set up a hundred fractional pro-
ration units within that area so long as the welils collectively
develop the acreage and can produce its allowable.

If a per well allocation is to be under those rules, we would
submit that they are drilling units and should be so set out in
your rules, As far as this particular case is concerned, these
peoplie have spent two years getting an agreement on the allocation
of production and costs, the two wells can make the unit allowable
if they constitute a reasonable development of that section. 1

don't think there's any administrative reason or consideration

that outweighs the impracticality and of going back in and reform-
ing their agreements. They have operated these two wells on one i
unit of 520 acres for sometime now.

The whole policy of setting up fractiornai proratien units for
individual wells 1is one that can involve a great deal more adminie-

strative work than simply taking, giving the unit 1ts ailocation

and letting the people produce from whatever wells they have got
on there, The Commission has found that one well will economicaLL%
and efficlently drain 640 acres, certainly two weils can do 1it.
If they are concernec about this, anag I have the feelina if the

Statf 1s concerned, that one of the welils will play »out, and that
g

i

3

tion, there is plenty 5{ time down the roacd to review the situation

the remaining well wili have too high an allocation for 1ts loca-

vhen that fact occurs, but in the meantime we see no reason for

making this allocation of acreage within 5 prorvatior. unit o

DEARNILEY MEIER & ASSTTUIATH S



separate wells.

MR, PORTER: Does anyone else have a statement to make?
Mr. Mankin?

MR. MANKIN: Warren Mankin, with the Commission Staff. I
would like the record to show in connection with Mr. Woodwara's
statement, that Urder R=520 wouid not allow the 640 to be granted
administratively. It would have to be the subject of another

hearing,

MR. WJODWARD: We are having a hearing now. What I am suggq

ing is that the Commission having considered this, that the
comnunitization is signed, go ahead and consti‘' "2 a unit on that
basis. Whether it is necessary, independent. .. t LY. o-e
having a hearing now.

MR, PUORTER: Anyone else have a comment?

MR, COUCH: I would like to make just one or two st .
ments in closing. First of all we definitely are not attemptina
to place an undue administrative burden on the Commission Staff,
We want to do all we can to make the aas proration simple, as

simple as 1t can be made, the complex probiem that it is.

jes t~

1t seems to me that there would be no more or greater admini—i

strative toad witn the wells beling separately reported, to keep

i

the accounting as we have discussed, asno as we have requestea, than

1t would be to keep two semarate recoras on two separate units.

it appears to me there 1is just about the -ame amant of administri-!

tive probiem, or t.ime recuired. vrerhape | don't {ully understand,

0T appreciate all the computabiorn aus v o TR B ST N ] %
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in order to ride herd on these wells, so to speak, but it seems to
me with the wells reported separately and the records kept separat
there wouldn't be any greater time spent than would be if you had
the two units.

Then this one . u: "her thing about the necessity for a hearing,
if the Commission feels there should be a hearing when this 4u
acres comes in, I should think that it ought to be a fairly simple
and short hearing, if that would be the preferable way of going
about it, why certainly we would have no objection.

In conclusion I just want to say thas, that the, try as I migh
I can not conceive of any reason based on conservation for dividing
this acreage into two units. If there is any justification for

dividing it in two unite, it would have to stem from the propo-

sition of administrative difficulty and computation and record |

keeping. I can't see the justification from the standpoint of

conservation at all, and for that reason I think the Commission

1y

obligation under Llhe Statules would be to continug in cffect thic
520~acre unit enlarged to include the additional acreage that we
have pointed out in this application here,

MR, PORTEX: Anyone else have a further comment in thic

case? We will take the tase under advisement,
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STATE UF NEW MEXICQU
CQUUNTY OF BERNALILLY )

e

SS.

1, ADA DEARNLEY, Court Reporter, do hereby certify that the
foregoing and attached transcript of proceedings before the New
Mexico Oil Conservation Commission at Santa Fe, New Mexico, is a
true and correct record to the best of my knowledge, skill and
ability,

IN WITNESS WHEREOF 1 have affixed my hand and notarial seas
this 25th day of February, 1957,

My Commigsion Expires:

June 19, 1959

DEARNL
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CcunT REPORTERS
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Midlard, Texas
.0 Rox ol

January 9, 1957

New Mexico 0il Conservation Commission
P. 0. Box 871
Santa Fe, New Mexicoo

Attention: Mr. A. L. Porter, Jv.
Re Joen-Standard Gas Proration Unit, Jalmat Gas
-

ocl, 00 Acres - £11 ¢f Section 16, T-22-8,
-35-%, except the NW/h of the NW/4 of the
ot

Gentlemen:

The Ohic 0il Company respectfully regussts that you grant this application for the
designaticn and formation of a ©00 acre non-standard gas proraticon unit consisting
of all of Section 16, Townskip 22 South, Range 36 fast, except the NW/4 of the NW/h
of the Section, in the Jalmat Gas Focl, Les County. New Mexico. The Ohic owns the
0il wund gas leasehold sstates on S&0 acres within the proposed unit and two gas
wells completed in the Jalmat Gas Pool are loceted on the acreage, the first well,
known as State-McDonald A/C #1 Well No 25, being located at & point 1980 fest from
the north line and £60 feet from the east line of the Section, ard ihe second well,
State-McDonald A/C #1 Well No. ©, being leocatzd at a peint 1980 feet from the west
line and 660 feet from the south line of the Secticn. Continental Qil Company owns
the leasehold estate on the SW/ /i of the NW/L of Section 1€, being 40 acres withir
the proposed unit. Continentsl and The Ohic have entered into a Commwmnitization
Agreement covering the proposed unit and a copy of the Agreement is attached to the

original of this gpplication.

All acreage included i

Pool and is reasonably r
of New Mexico is
included
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List of Operators notitted ot FPhe i i Company's application dated January 9,

1957, for t4O0 Acre noneatanand e 1o bt et e the atmat gas Poo)d

Continental QU Uompany
Pooo. Boa wll
Midland, Texasz

Western Natura. sas Jomr oy
8th Floor, Mid:and Tower %uilatng
Midland, Tevas

Sun 011 Company
P. 0. Box 279z
Odesssa,; Texas

. Mid-Continent Fetroisaum “orpor=nion
. P. ¢. Bex 830
Midland, Texas
Ul: Well Driiiing Jompany
P. 0. Box 3468
Odessa, Texas

Cities Service G:l
B. ¢. Box 37

- N o
Hobhs, New Mex.c
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EXHIBIT A"
To THE OKIO OIL COMPANYS dpplication
For Mon Standsrd GCos Prargticn Unit

For A/l of Section /6-22-36 EFxcept The NW/Z of NW/L
SALATAT G545 POOL,

Seale /= 2000
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COMMUNITIZATION AGREEMENT

THIS AGREEMENT dated February 15, 1956, is entered into by =2rd between
the parties subscribing, ratifying or congenting hereto, such parties being herein-
after referred to as "parties hereto,"

WITNZS3SETH:

WHEREAS, under and pursuant to Sections 7-11-39, L0, 41 and 47, New
Mexico Statutes, 1953, annctated, as amended, Lessees of State lands may, subji=oer
to the approval of the Commissioner of Fublic Lands of the State of New Mexi:o,
consolidate or combine two or more leases of State lands and enter inte agreement:
with Lessees of other State lands for the pooling or communitization of such la-ds
for unit operation or development of such lands, for allocation of production
therefrom on a failr and equitable basis, and for other purposes more fully siataa
in said statutes; and

WHEREAS, the parties hereto own working, royalty or other leasehold
interests, or operating rights under the oil and gas leases and lands subject o
this agreement which cannot be independently develcped and operated in conformirty
with the well-spacing progrem established for the field or area In which said laans
are located; and

WHEREAS, tne parties hereto desire to communitiz
tive mineral interests In lands supject to this agrsesent
developing and producing gas and liquid hydrocarbons in a
and conditions of this agreement:

N

NOW, THEREFORE, in consideration of the premiszs and the nutual
advantages to the parties hereto, it is mutuslly covenanted srd agre2d or ana

vetwean the partles hereto as follows:

[ Jp. N . -
[ORGIAi(t 1V B AT RPN UPARD B

gas and liguid

ruritizss




2. Attached hereto and mede a part of this sgreement for all purp.:i-
is Exhibit "A" designating the operator of the Communitized Area and shoving - -
acreage, percentage and ownership of o0il and gae interests in all lands wizhin
the Communitized Area.

3. All matters of operation shall be governed by the QOperator uni«:
and pursuant to the terms and provisions of this agreement. A successor operator
may be designated by the owners of the working interest in the Communitized Area
and four (4) executed copies of a designation of successor operator shall be filed
with the Commissioner of Public Lands of the State of New Mexico.

b, The Communitized Area shall be developed and operated
with the understanding and sgreement between -he parties hereto that
tized Substances produced therefrom shall be allocated among *the leasehol:
prising said area in the proportion that the acreage interest of each leaseholld
bears to the entire acreage interest committed to this agreement.

5. The roymlties provided for in the respective leases shall
on Communitized Substances allocated to the individual leases comprising
Ccmmunitized Arez and the rentals provided for in said leases shall bs 4

ard paid cn the besis prescrited in each of the individual leeses with resypec
the acreage covered by such lease within the Communitized Area, Y
under the terms of leases subject to this agreement shsll not be
agreement except as provided for under the terms and provisions o i1
as may herein be otherwise provided. Excepi as herein modified and chanze ",

0il and gas leases subject to this agreement shall remain in fwll force ot 07
as they exist on the above stated date of this agreement.
& fhere snadll 3
ells capable of producing
s erad

e commet. Comp '
' Conmanit ] et
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of this agreement if such compliance is prevented by, or 1f such failure resul*s
from, compliance with any such laws, orders, rules cr regulaticus.

3. Upon execution of this agreement by the parties designated in
Exhibit "A" as lessees of record snd upon approval by the Commissioner of Puvlic
Lands of the State of New Mexico or his duly authorized representative, tnis
agreement shall be effective as of the effective date of the gas allcwable fixed
for the Jalmat Gas Pool gas proration unit to be comprised of the entire Communi-
tized Area and shall remsin in force and effect for a period of two {2 vears
from such effective date and so long thereafter as Communitized Substances are
produced from the Communitized Area in paying quantities; provided, that upcon
fulfillment of all requirements of the New Mexico 0il Conservation Commission
with respect to any dry hole or sbandoned well within the Communitized Area this
agreement may be terminated at any time by mutual agreement of The Chic 011 Ccmpany
and Continental 0il Company.

10. The covenants herein shall be cornstrued to be covenants running
with the land with respect to the communitized interests of the parties hereto znd
their successors in interest until this agreement terminates, and any grant, trar -
fer or conveyance of any such land or interest subject hereto, whether voluntary
or netv, shall be and hereby is conditioned upon the assumption of all obligations
hereunder by the grantee, transferes, or cther successor in interest.

11. This agreement shall be binding upon the parties hereto and shail
extend to end be binding upon their respective heirs, executors, administrator:,
successors and assigns.

12. This agreement may be executed in any number of counterparts, no
one of which neels tc te executed by all parties, or may be ratified or consentad
to by separate instrument, in writing, specifically referring hersto, and :h
be Uirding upon all parties who have executed such 2 Counit2rpart, ral: 2L v
conzent herato with the came force and =Ifect as if =201 partizs nad o
same document




THE STATE OF OHIO
COUNTY OF HANCCCK

L P ]

On this 27th day of Decenmber , A.D. 1956, befcore me personally
appeared F. L. FOX ; to me perscnally known, who, being =worn,

did say that he is Vice Presidert of THE CHIO OIL COMPANY and that the seal affixed
to said imstrument is the corporate seal of said corporation, and that said instru-
ment was signed and sealed in behalf of said corperation by authority of its Beard
of Directors, and the said F. L. FOX acknovledgei sald instru-
ment to be the free act and deed of sald corporation.

In Witness Whereof, I have hereuntoc set my hand and affixed my official
seal on tiis the day and year last zbove written.

[SEAL]
/s/ R. C. Redman

My commission expires:

Nov. 6, 1957 Notary Fublic in and for Hancock Osunrty, Thio
THE STATE CF  TEXAS 0
COUNTY QF TARRANT 0
Aam L3~ £arv, 3. o T . ~
LV TRV %] R 1<% SEPY [ERVESL s n z o L .
appeared A. W. TARKINGTON , Lo me persenslly T,

did say tnet he is Vice President cof CONTINENTAL CF
alffixed te said instrument is the corporats seal of 3
instrument was signed and sealed
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June 1, 11,
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Exhibit "A" to Communitization Agreement datei
February 15, 1956, embracing all of Section 14,
Township 22 South, Range 36 East, N.M.F.M., Lea
County, New Mexico, except the N..t of the NW/4
of said Section.

£

Operator of Communitized Area: THE OHIO CIL COMPANY.

DESCRIPTION OF LEASES COMMITTED

7]

?ract No. 1.

Tessor:

STATE OF

NEW MEXICO.

lLessee of Recerd:
Serial No. of Leas

Date of Lease: Ap

THE OHIO OIL
er A-261L.

ril 21, 1330.

COMPANY.

_ ~ T . - - P - by - O ‘ ral P /Y, = oty 5 e~ T
Dcscflpt;ul’l of Lands Committod: ™ bE,’Z ci the ;'.-w,“%) tha SW 4 and trhe WO
> - 3 -
Section 1%, Townehip 22 Souch, Range 3% Eact
N.M.P.M, . Lea County, New Mexico
- . fnd
Sumber of Acres 520.
2 _ LT ATITTA LT M AT Qe o
Working :{.terest and Percentage: THE OHIC OIL COMEANY - 07 . %5.
O.R.,R.1.: Wone.
ervors ETATE OF S
casee o Recor TSI TNy
Serigl N 0l Lod B~ Ay LT
e A
3 ,
. v ’ ) s B : hit
e 3 H s - { )
L Ol ACras X
AT Tl I o U




Tract No. 3.
L * or: STATE OF NEW MEXICO.

-
BN

Lessee c¢f Rscord: CONTINENTAL OIL COMPALY.
Serial No. of Lease: B-1538.

Date of lease: December 22, 1932.

Description of Lands Committed: SW/L of the WW/L of Section 1/, Township 22 Scnth
Range 3¢ East, N.M.F.M., Lea County, Nsw i

;
; Number of Acres: LO.
é Working Interest and Percentage: CONTINENTAL OIL COMPANY - 87.5%.
0.R.R.I.: None.
: RECAPITUTATION
: Ho. of Acres
: Tract Number Cormitted
4 1 520
i 2 e
3 ko
Total Feil R
vl AT




CERTIFICATE OF APPROVAL
BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICOD
OF COMMUNITIZATION AGREEMENT

.

{(a)

0
energy in said area;

[l

That under the operations proposed, the State wi
its fair share of the recoverable oil or gas in
under its land in the sasrea affected;

That the Agreement is in other respects for tne
interest of the State;

That the Agrz:ment provides Jor the operation of
25 4 unit for the allocaticn of production and L
cf proceals on an acreage dba:ls i
wmant,

THEREFORE, Ly
wnd w7

111

There having been presented to the undersigned Commissioner of Public
Lands of the State of New Mexico for examination, the attached Communitization
Agreement for the development and operation of all of Section 16, Township 22
South, Range 36 East, N.M.P.M., Lea County, New Mexico, except the NW/h of the
WW/L of the Section, which agreement is dated February 15, 1955 and has been
executed or is to be executed by parties owning and holding cil and gas leases
and royalty interests in and under the property described, and upon examination
f said Agreement the Commissicner finds:

That such Agreement will tend to promote the consesvatic.
£ oil and gas and the better utilization of reserwvolr
r~




OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO
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OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO
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// % %@)@’# January 18, 1957 )( Her Pl
AMormy /l/'}zl(}r?w Tres
Z é y 1:’4 ¢ y
Tk /:éQQ&Zéﬁﬁgy« Re: Propored Chio-Continental &00 acra
(?;zay¢¢?fz%u”y/ Nonstandard Proration Unit
Jalmat Gas Poocl
Hetrren /3ﬂz$aa/;9§
WM‘

Mr. Warren Mankin

New Mexico Oil Conservation Commission
P, 0. Box 871

Santa Fe, New Mexico

Dear Sir:

I enclose for your information copy of letter dated January 1h, 1357, from
0il Well Drilling Company to Ohio's Midland office. I learned sbout this
letter ir a telephone conversation with Mr. Mills Thursday and I mentioned

it to Mrs. Rhea. In the rush to get back to Houston, I overlooked mentioning
it to you. In any event, I thought you would be interested in having the
copy which I enclose, Togelner with the enclosed copy of our reply written
by Mr. I. G. Burrell.

As stated in Mr. Burreli's letter, we wrote to 0il Well Drilling Company in
December, 1954, inviting them tc join in a 640 acre unit. I believe I have
already advised ynu that it is my recollection that when 0il Well Drilling
failed to reply, Mr. Coe Mills contacted 0il Well Drilling's representative
by telephone and was advised that Cil W=ll Drlll_ng was not interzs Vcd i
coming into the unit. This letter ~f Januay 1% 1s the Tirst writ
munication we hiave nad from 0il Well Drilling ccncernins the progc
so far as I know.

(h ('f{

As T stated to you in
to work out a volw
Drilling, I do oot desi:e

U U
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January 1£&, 1957

. Hanry Yeager, President
011 Vell Drilling Company
614-617 Adolphus Tower
Ballas, Texas

Dear 8ir:

T™is is in reply to sjour lstier of Jammmry lk addressed to our Mr.
Cos S. Mlls, Bistrict Nanager at Midland, Texas, in vhich you requested
eortain informstion relative to a won-standard gas proration unit, Jalmkt
Gss Pool, 600 scres dbeing all of Secticn 16, T228, R¥E, axcept the Mi/h of
the FU/h of the section. O Decamder 10, 1955, Mr. Mills wrote the Ot Well
Brilling Capeny, sttention of Nr. Cecil Scott, P. 0. Bax 3468, Odesss, Texas,
outliniag cur inteations of forming a proration wnit covering sll of Sectiom
16, TRES, R36R, Jalmat Pool, Les County, New Mexico. At the seme time Mr.
Mlls also sddressed lstter to Comtinemtal 01l Compaxy. At that time he asked
whethar or mot 011 Well Drilling Compeny womild be interestsd in joining in
such & wnit by paying hio 1/16 of the recampletion coat. nlus wemr prorortion-
@' saasw oi Tuture operatiomal costs. Since you did not commit youreelf
relative tc vhether or not you would be interested in entering into this unit,
ve continoed to negotiate with Continental and are forming a non-standard 600
acre unit.

Our gas from this unit is being so0ld to Permimn Easin Pipe Line Company.
at the present times we are receiving 9.7432¢ per thousand for this gas. The gas
allcwmble in the Jelmat Pool varies froc time to time but aversges approximately
4,000 XCF per month per 40-acre tract.

I am enclosing copy of Commmitization Agreement and Opersting Agree-
ment betveen The Chio 011 Company and Continental 0il Compary. As you vill cote,
Continental 01l Company agreed to p&y 1/15 of the actual costs and expenses
incurred in recagpleting (hioc's State McDonald A/C 1 Well ¥o. S and Chio's State
McDonald A/C 1 Well No. 25. I ar alsc enclosing ivemized statement showing tbe
actual cost to The Chic of recompleting thase two wells. As you wiil ncte,

Stete XcDomald A/C 1 Well No. 6 hed a total cost of $20,924.02 and State ¥#elonald
A/C 1 Well Bo. 25 had an actual cast of $33,%1.11.




M. Nenxy Yeager -2 - Janary 18, 1957
If you wish t0 oome into this unit after it is formed, I believe that
arvengemsnts oan be mads for you to 4o 80 by smsndmsat of the Communitisstion
Agresmant and the Opexuting Agresment and sn sdjustasnt of the costs whezedty
Comtinental would enly be regquired to pey 1/16 of the cost snd you would be re-
gaired to reinburas The (hio for 1/16 of the cost also. If you deeids that
the 0Ll Wall Drilling Cagpeny would liks to snter inte this proymtion umit,
ve wild sppreciate hoaring frem you st an early date.
Sincerely yours, /
I. G. PURREILL
Ass't. Division Manager
IgB:bl
Bacl

Mr. Coe 5. Mtlls
Mdland, Texas

. >
Ree 0 So TSIT2L Coueh (2

Houston, Texas T

Mr. B, L. Joanston
Regional Manager of rFrod.
Continental 011 Cocpany
Fair Bullding

Fort Worth 2, Texas



OIL MELL DRILLING COMPANY
61=617 Molphua Tower
_lhl_lu, Texas

Jcaury 1k, 2957

Sther o= 2 sommamitiection sovmsment with ven, me wil) ’ !
noed soms infermetica. We have & mmber of se—owmers '

ia this lasase, and ia evder %o advise tham we nood b

now how mush 13 o451l due ea m-mcmuwmu,/

the gas sales frem the o wells fer the past two years,

how 2wk gas thiy are predueing, s price reseived fer

samq, e prosewt eperstiag cost, and any ot informatiom

et would ehsdle w8 ¢ coneider e sonmmidlisation agree-

sesh. -With th s informeien, we will sombact our partmers

i
:
;
i

VYery trely youwrs,
OIL WELL BRILLIRG COMPANY

8y (Sigwd) Heary Ysager
Benzy Yeager
Presitent




g ¥

January .23, 1987

1n reply refer to:
Unlit Division

Mr, Henry Yeager, President
211 Well Drilline Cemnany
614=517 saolnhue Tower
Dallas, Texsas

Section 15= 23«36,
Lea County, N. Mex,

3
s
..

Dear Sirs

We have received from Onlo Jil Company a Toomunitizae
tion Agrezment with Tontincntal 2M1 Tompany for all of
Section 16=~27%5=35L excepl the I/ af tha WYy, which is
containad In Leuszs B8-1i27, Assicameat ¥e, 1, tha record
owners befng i1 well Jrilling Co. mnd Southern Petroleu.
Ixplorstion, Inc,

The State Land 2ffice feels thiat under the circumstances
this [ O=acre tract {3 lLeing ureinec, an: we would suigest
that i{f at all poseidble to come Lo an acrz2ement with “hilo il
Coe, that 1t wauld bhe for the hest interest of the State to

co %9,
- b2 Lo - a7 . v, - -
o anuerstand thizt this L{leacr: non-standard groration
N g N P P ey - 2luen o R o - ~
unit taw heen set fovr 8 nhe=sring bye the Haew farico 21 Cone
- & 2 PV . B O P A b e
servation Tommigssion at thelr reglar Tebraers wearing,
Theraefor., i it is : Fris insiasion of Logar ford
acres woule nove to T Lnris ey , 14
srn, thet e far asg Lan. i fies e souncurno L. Lo
i i d 1 s Tl ] > : 1
- » - ¢ L - LA 1
L : =€ 8 PE - FIV
o o fro LR A tols PR "
avlicet oonvesiease,
™ ¢ z 0T
& . LT
- i: (,:\ ot ; ‘i_ . P
El »!' - s ’,RV - A‘
C e 5 -t +
: : :
~ o~ 1 oo
- e » P i 1. S v
Te . Sres by s 1}
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W Hume Everett January 21, 1957 PC B 302¢
Fivescon Mllormey Hetston, Foras
Thomes %////a((/my Re: HNon-Standard Gas Proration Unit, Jalmat Gas Pool
Tovrell Loonck 600 Acres - All of Section 16, T-22-8, R-36-E,
[ () Terrelt Fpue Except the NW/4 of the KW/L of Lhe Section

ZZEbv”:¢9£any£;4
«Q@héﬁu

Commissjioner of Public Lands
State of New Mexico

P. C. Box 791

Santa Fe, New Mexico

Attention: it Division

Gentlemen:

I erclose The Ohio 0il Company's check Xo. 2158 in the amount of $5.00 to
cover the processing fee in connection with the asbove identified Communitiza-
tion Agreement.

I would gppreciate it if you wculd now process and spprove the agreement and
return to me five of the seven fully execu*2d copies which I left with you
when I was in your office on January 17.

As you are aware, en application is novw pending with the New Mexico 0il
Conservation Commission to erlarge an existing 520 acre gas proration unit
for the purpose of forming the 600 acre unit to be covered by this Communiti-
zation Agreement. If you prefer tc withhold final epproval pending final
action by the New Mexico 0il Conservaticn Commission regarding the znlarce
ment of the unit, that vill of course be periectly agreeeble; howevar, I
prefer to place a&ll necessary papers in your hands at the earliest possible

date.
Vory trudy yours,
- SV
-~ ! e
/// , Vs —
TC: MK J. 1 Couch
sZnc.l

cc - New Mexico 0il Corservati.rn Commisg
P. C. Box 871
Senta ¥e, Kew Mexico

Continental Cil Crmmeny
Feir Buildir:o
Fort Wortr =, Tzxias

|
o



