


BEFORE THE 

OIL CONSERVATION COMMISSION 

STATE OF NEW MEXICO 

PROCEEDINGS 

The following matters came on for consideration 

before the Oil Conservation Commission of the State of New Mexico, 

pursuant to legal notice at a hearing held on January 25 ? 1951? 

at 10:00 a.m. at Santa Fe, New Mexico. 

NOTICE FOR PUBLICATION 
STATE OF NEW MEXICO 

OIL CONSERVATION COMMISSION 

STATE OF NEW MEXICO TO: 

A l l interested parties: 

The Oil Conservation Commission of the State of 

New 2'Iexico hereby gives public notice that hearings w i l l be 

held by the Commission pursuant to Rule 503 of the Rules and 

Regulations of this Commission on the dates hereinafter set forth 

for the purpose of setting the allowable production of the o i l 

and gas for the State of New Mexico for the proration period 

following the date of each hearing. A l l such hearings shall be 

held i n the office of the Oil Conservation Commission at Santa 

Fe, New Mexico, commencing at 10:00 A.M. and shall be on the 

following dates: 



January 25, 1951 
February 20, 1951 
March 20, 1951 
April 2k, 1951 
May 22, 1951 
June 21, 1951 
July 2h, 1951 
August 21, 1951 
September 20, 1951 
October 23, 1951 
November 20, 1951 
December 20, 1951 

DAT̂ D this 2nd day of January 1951. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

/s/ R. H. Spurrier 
SEAL R. R. SPURRIER, SECRETARY 

NOTICE FOR PUBLICATION 
STATE OF NSW MEXICO 

OIL CONSERVATION COMMISSION 

The State of New Mexico by i t s Gil Conservation Commission 

hereby gives notice pursuant to law and the Rules and Regula

tions of said Commission promulgated thereunder, of the following 

public hearing to be held January 25, 1951, beginning at 10:00 

o'clock A. M. on that day i n the City of Santa Fe, New Mexico, 

in the capitol. 

STATE OF NEW MEXICO TO: 

A l l named parties i n the following 
case and notice to the public: 

CASE 2̂ 8 

In the matter of the application of Amerada Petroleum Corporation 

for an exception to the spacing of wells i n the Knowles Pool 
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and authority for applicant to d r i l l a well i n the center of 

the NEiNWf of Section 2, Township 17 south, Range 38 east, 

Lea County, New Mexico, and to determine the allowable for 

said well and the acreage attributable thereto as the proration 

unit therefor. 

Given under the seal of the Oil Conservation 

Commission of New Mexico, at Santa Fe, New Mexico, on January 3? 

1951. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

/s/ R. R. Spurrier 
SEAL R. R. SPURRIER, SECRETARY 

NOTICE OF PUBLICATION 
STATE OF NEW MEXICO 

OIL CONSERVATION COMMISSION 

The State of New Mexico by i t s Oil Conservation Commission here

by gives notice pursuant to law and the Rules and Regulations 

of said Commission promulgated thereunder, of the following 

public hearing to be held January 25, 1951? beginning at 10; 00 

o'clock A.M. on that day i n the City of Santa Fe, New Mexico, 

in the Capitol. 

STATE OF NSW MEXICO TO: 

A l l named parties i n the following 
cases and notice to the public: 

Case 2*f9 

In the matter of the application of Amerada Petroleum Corpora

tion for a temporary order establishing proration units and 
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uniform spacing of wells for the Bagley Silure-Devonian pool, 

comprising SEf Sec. 3h: Si Sec. 35; SWi Sec. 36, a l l i n Town

ship 11; Wi Sec. 12, a l l i n Township 12 south, Range 33 east, 

Lea County, New Mexico. 

Case 250 

In the matter of the application of Tidewater 

Associated Oil Company for the inclusion of i t s State "S" 

No. 3 well, located in the NiN-g- Section 15, Township 21 south, 

Range 37 east, Lea County, New Mexico, within a recognized 

pool upon the basis of evidence to be submitted. 

Given under the seal of the Oil Conservation 

Commission of New Mexico, at Santa Fe, New Mexico, on January 

5, 1951. 

STATS OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

/s/ R. R. Spurrier 
SEAL R. R. SPURRIER, SECRETARY 

NOTICE OF PUBLICATION 
STATE CF NEW MEXICO 

OIL CONSERVATION COMMISSION 

The State of New Mexico by i t s Oil Conservation Commission 

hereby gives notice pursuant to law and the Rules and Regula

tions of said Commission promulgated thereunder, of the following 

public hearing to be held January 25, 1951, beginning at 10:00 

A. K. on that day i n the City of Santa Fe, New Mexico, i n the 

Capitol. 



STATE OF NEW MEXICO TO: 

The United States of America 
c/o The United States Geological Survey 
P. Oc Box 997 
Roswell, New Mexico; 
W. E. Mathers 
Caprock, New Mexico; 
Susie Lee Mathers 
Caprock, New Mexico 
and a l l other parties having an 
interest in the matter. 

Case 251 

In the matter of the application of Amerada Petroleum Corporation 

for the pooling of separately owned royalty or mineral interest 

i n the E£ of the NEi of Section 3? i n Township 12 south, Range 

33 east, within a proposed proration unit i n the Bagley-Silure-

Devonian pool, i n Lea County, New Mexico. 

Given under the seal of the Oil Conservation Commission of New 

Mexico, at Santa Fe, New Mexico, on January 5* 1951. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

/s/ R. R. Spurrier 
R. R. SPURRIER, SECRETARY 

SEAL 
NOTICE OF PUBLICATION 
STATE OF NEW MEXICO 

OIL CONSERVATION COMMISSION 

The State of New Mexico by i t s Oil Conservation Commission here

by gives notice pursuant to law and the Rules and Regulations of 

said Commission promulgated thereunder, of the following public 

hearing to be held January 25? 1951? beginning at 10:00 o'clock 

on that day i n the City of Santa Fe, New Mexico, i n the Capitol. 
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STATE 0? NEW MEXICO TO: 

A l l named parties in the following 
cases and notice to the public: 

Case 252 

In the matter of application of Magnolia Petroleum Company, 

for an order approving the proposed Four Lakes Unit Agreement 

embracing approximately 3200 acres of state-owned lands de

scribed as: 

Township 10 south. Range 3*+ east, N.M.P.M. 

S/2 Section 10; S/2 Section 11: 
A l l , Sections l^f, 15, 22 and 23, 
in the Four Lakes Area, Lea County, New 

Mexico. 

Given under the seal of the Oil Conservation Commission of New 

Mexico at Santa Fe, New Mexico, on January 25, 1951. 
STATE OF NEW MEXICO 
OIL CONSERVATIOE COMMISSION 

/s/ R. R. Spurrier 

R. R. SPURRIER, SECRETARY 

SEAL 

BEFORE: 

Hon. Edmund R. Meachem, Governor 

Hon. Guy Shepard, Land Commissioner 

Hon. R. R. Spurrier, Secretary 

REGISTER: 
A. M. Swarthout 
Lovington, New Mexico 
W. e. Mathers 
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Glenn Staley 
Hobbs, New Mexico 
Tew Mexico Oil Conservation Commission 

Lewis H. Bond, Jr. 
Ft Worth , Texas 
Stanolind Oil & Gas Co. 

Bob Dewey 
Midland, Texas 
Humble Oil & Refining Company 

E. E. Tucker 
Midland, Texas 
Tide Water Association Oil Company 

J. B. Holloway 
Houston, Texas 
Tide Water Association Oil Company 

R. E. LeBlond 
Midland,Texas 
Tide Water Association Oil Company 

Clarence E. Hinkle 
Roswell, New Mexico 
Herrey, Dow and Hinkle 

Booth Kellough 
Tulsa, Oklahoma 
Amerada Petroleum Corporation 

Harry I . Page 
Tulsa, Oklahoma 
Amerada Petroleum Corporation 

J. 0. Seth 
Santa Fe, New Mexico 
Amerada Petroleum Corporation 

John A. Veeder 
Midland, Texas 
Amerada Petroleum Corporation 

Robert E. Murphy 
Roswell, New Mexico 
Magnolia Petroleum Company 
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J. H. Crocker 
Tulsa, Oklahoma 
MidContinental Petroleum Corporation 

G. R. Bryant 
Houston, Texas 
The Texas Company 

¥m. E. Bates 
Midland, Texas 
The Texas Compan:; 
J. C. Edwards 
Houston, Texas 
The Texas Company 

K. T. Smith 
Midland, Texas 
Shell O i l Company 

Wm. Bo King 
Salt Lake City, Utah 
P h i l l i p s Petroleum Company 

Frank D. Gardner 
Midland, Texas 
Sinclair O i l & Gas 

M. H. Soyster 
Hobbs, New Mexico 
U. S. G. S. 

Foster Morrell 
Roswell, New Mexico 
U. S. G. S. 

Betty Wistrand 
Santa Fe, New Mexico 
Oi l Commission 

E. E. Kinney 
Artesia, New Mexico 
New Mexico Bureau of Mines 

George Graham 
Santa Fe, New Mexico 
Oil Conservation Commission 

Dan McCormick 
Carlsbad, New Mexico 
O i l Conservation Commission 
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John D. Munn 
Amarillo, Texas 
P h i l l i p s Petroleum Co. 

W. B. Hamilton 
Amarillo, Texas 
P h i l l i p s Petroleum Co. 

¥. L. Ambrose 
Midland, Texas 
Cities Service O i l Company 

K. T. Smith 
Midland, Texas 
Shell O i l Company 

Shep Allen 
Corpus C h r i s t i , Texas 
Cities O i l Service Company 

J. Don Wiet 
Midland, Texas 
P h i l l i p s Petroleum Company 

R. L. "Bob" Denton 
Midland, Texas 
Magnolia Petroleum Company 

W. Ed McKellar, Jr. 
Dallas, Texas 
Magnolia Petroleum Company 

I . S. Salnikov 
New York 
Standard O i l Company 

C. E. Reistle, Jr. 
Houston, Texas 
Humble O i l & Refining Company 

J. W. House, 
Midland, Texas 
Humble O i l Company 

Warren L. Taylor 
J a l , New Mexico 
El Paso Natural Gas 

William Randolph 
Hobbs, New Mexico 
Continental O i l Company 
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A. L. Porter, Jr. 
Hobbs, New Mexico 
Oil Conservation Commission 

Elvis A. Utz 
Santa Fe, New Mexi® 
Oil Conservation Commission 

Justin Newman 
Artesia, New Mexico 
Oil Conservation Commission 

Roy Yarbrough 
Hobbs, New Mexico 
Oil Conservation Commission 

E. E. Merkt, Jr. 
Ft Worth, Texas 
Gulf Oil Corporation 

R.E1 Batts 
Ft Worth, Texas 
Gulf Oil Corporation 

R. G. Mcpherson 
Hobbs, New Mexico 
Gulf Oil Corporation 

R. S. Blymn 
Hobbs, New Mexico 
N. M. Oil Conservation Commission 

Jack M. Campbell 
Roswell, New Mexico 
Texas-Pacific Coal & Oil Company 

Charles E. Lovelace, Jr. 
Roswell, New Mexico 
N. M. Oil & Gas Association 

John C. Major 
Amarillo, Texas 
Oil Development cf Texas 

C. V. Millikan 
Tulsa, Oklahoma 
Amerada Petroleum Corporation 
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R. S. Christie 
Ft Worth, Texas 
Amerada Petroleum Corporation 

MR. SHEPARD: The meeting w i l l come to order. At this 

time, I want to introduce our new member and chairman, the 

Governor of New Mexico, Governor Meachem. (Applause) 

GOVERNOR MEACHEM: While this i s an o f f i c i a l meeting of 

the Oil Conservation Commission, primarily for me i t is an 

educational program. I am here to find out a l l that I can 

about i t . That is the primary purpose. I hope to be able to 

attend a l l the meetings possible of the Oil Conservation Com

mission, and to assist i n every way that I can i n i t s functions; 

and to see that the program is carried out to the fu l l e s t extent. 

I w i l l appreciate any assistance or any help any of you can give. 

Thank you. 

MR. SHEPARD: Thank you, Governor. I am sure he i s one to 

be here with us at a l l times, and we w i l l have a f u l l commission 

and probably can expedite matters. At this time, I am going to 

just have a l i t t l e informal meeting here. John Kelly, do you 

have anything to say on behalf of the industry? 

MR. KELLY: Yes. Governor Meachem, our new chairman, our 

old commissioner, the oldest one now on our commission, Commissioner 

Shepard, and Mr. Spurrier: We, of the industry, Governor, would 

li k e to offer you aid i n the problems that come up to confront 

the industry and the State. We have been rather proud of the 
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industry and the Commission working together over the last 

sixteen years. The Commission was organized i n 1935 and w i l l 

be sixteen years old this year. Buring that time only one 

decision of this Commission has ever gotten to the D i s t r i c t 

Court and has been questioned. We feel that shows close co

operation between the industry and the Commission. We are 

also rather proud of our slogan i n the industry, Petroleum 

is Progress. We hope during the next two years, with your 

guidance and assistance, the petroleum industry w i l l be more 

progressive. 

MR. SHEPARD: Thank you, John. At this time, we w i l l take 

up the allowable. Mr. McCormick. 

MR. McCORMICK: Mr. Utz and Mr. Kinney be sworn. (Utz 

and Kinney sworn). 

ELVIS UTZ, 

having been f i r s t duly sworn, te s t i f i e d as follows: 

DIRECT EXAMINATION 

By Mr. McCormick: 

Q. Wil l you state your name and o f f i c i a l position. 

A. Elvis A. Utz, Engineer with the Oil Conservation Commission. 

Q. Have you made a study of the demand for o i l of the State 

of New Mexico for February 1951? 

A. Yes, s i r , I have. 

Q. Do you have the estimate of the market demand that the 

Bureau of Mines has made? 
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A. Yes, I have. I t is 138,000 barrels for the month of 

February. 

Q. That is per day? 

A» Per day. 

Q. And how does i t compare with the estimate, the previous 

estimate? 

A. I t is the same as last month's estimate. 

Q. Eow has i t been running for the past several months? Has 

there been any deviation? 

A. Yes, i t has gone down. I can t e l l you precisely. I t was 

l k - I have the stuff here backwards - i n October i t was 155*000; 

November 150,000; and for December 1^2,000; last month 138,000; 

this month 138,000. 

Q. I w i l l ask you i f you have received and compiled the nominations 

of purchasers. 

A. Yes, s i r , I have. 

Q. What are the t o t a l nominations? 

A. The t o t a l nominations are 13^,081 barrels per day. 

Q. And how does that compare with the nominations for the pre

vious month? 

A. There is an increase of 1,̂ 50 barrels, or 1 per cent. 

Q. In your opinion, what would be the reasonable market demand 

for o i l for the entire state for February 1951? 

A. In my opinion, lMf,883 barrels per day. 

Q. And how much of this demand can be met by the uaallocajed 
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pools of northwestern New Mexico? 

A. Approximately lM+,083. 

Q. No, I don't believe you understand me. How much demand can 

be met by the unallocated pools of northwestern New Mexico? 

A. Approximately 800 barrels per day. 

Q. And how much of southeastern New Mexico? 

A. lMf,083. 

Q. Is the potential producing capacity of o i l wells i n the 

southeastern counties of the state greater than that figure you 

just gave? 

A. Yes, i t i s , I believe. 

Q. In order to prevent waste, is i t necessary i n your opinion 

for the pools of southeastern New Mexico to be limited? 

A. Yes, s i r , I do. 

Q. In your opinion, can the pools of southeastern New Mexico 

produce 1^4,083 barrels without committing waste? 

A. Yes, they can. 

Q. And what do you recommend then as the allowable production 

of o i l per day for the pools of southeastern New Mexico? 

A. lM+,083 barrels per day are a normal unit allowable of k8. 

Q. How should this production be distributed, i n your opinion? 

A. According to the present rules and regulations of the 

Commission. 

MR. MC CORMICK: Does anyone else - do you have anything 

else you would like to t e l l the Commission? 
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A. Nothing other than since the purchasers have been asked 

to get their nominations i n early, I would lik e to compliment 

them. This month I only had to make one phone c a l l . They are 

coming in much better. 

KR. McCORMICK: Are there any questions anyone has con

cerning the allowable? 

Mr. UTZ: Also, i f anyone is interested i n any charts of 

last year's production, nominations, Bureau of Mines estimates, 

etc., I would be glad to show them my charts or mail them some. 

(Witness excused) 

ED KINNEY. 

HAVING BEEN FIRST DULY SWORN, TESTIFIED AS FOLLOWS: 

DIRECT EXAMINATION 

By Mr. McCormick: 

Q. Your name is Ed Kinney? 

A. Yes, s i r . 

Q. What o f f i c i a l position do you hold? 

A. Petroleum Engineer, New Mexico Bureau of Mines. 

Q. Have you, for the past several months, been making a con

tinuing study of market demand for o i l i n the State of New 

Mexico? 

A. I have. 

Q. Just t e l l the Commission what the present situation is 

and market demand and also advise them about storage. 

A. The market demand i n the state of Hew Mexico continues i n 
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excess of supply, aad withArawcla frost storage continue, in 

the last five weeks at as increasing rata. 

Q. Do yen hare any reeooaaandation to sake about tea nernal 

unit allowable for tha month of February? 

A. I t would be ay recoawendatioa that the allocable be raitad 

to 5u barrels to holp try to taka up a li t t l a of too slack 

between supply and demand. 

Q. and would you olaborato on that as to why you think i t 

would be advisable? 

4* Because of tho heavy withdrawals fro* storage. There ul

timately would be an end to tho anount that ean bo taken out 

of storage. 

Q. Do you have any figure on tho anount of withdrawals froa 

storage ln tho last year? 

4. I don't have any figures, but around I,ouu,uuo barrels 

have gone out of storage in tho last year. 

MB. IcCORMICK: Docs anyone have any questions of Mr. 

Kinney? Does tho Casuals si en have any questions? That will 

bo a l l , that concludes tho allowable hearing. 

HR. SHEP4RD: Sees anyone hava anything to sayt Mr. 

Stoloyt 

MR. STOLEY: lo, sir. 

MR. SHEPARD: Mr. Morrell? 

Mr. MORRILL: lo, Sir. 

MR. SHBPARDt lo will take up tho next ease. By special 
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request, we will take up Case 252. are you ready, Mr. Hinkle? 

(Mr. Graham reads aotiee of publication ia Case 252) 

MR. HIXKLS: tower nor Meaehoa and a l l members of the 

Commission: For the purpose of tho record, ny nana is Clarence 

Hinkle of Hervey, Dow and Hinkle, Roswell, representing tho 

Magnolia Petroleum Company. This natter before the Commission 

is upon tho application of tho Magnolia Petroleum Company for 

tho approval of the proposed unit agreement to be known as the 

Four Lakes Unit agreement, comprising 32 hundred acres of lead 

in northern Lea County. Sections lu, 11, 14, 15, 22, and 23 

of Township luS, Range 341. 411 of this land is state land 

and X night say that this is the first uait agreement that we 

know of that comprises a l l state land. We hare filed with the 

applieatien for approval of the uait agreement, a copy of tho 

proposed form agreement. I t follows substantially tho same 

fern of unit agreement heretofore used and approved by the Com

mission in other cases. 4s I say, this is the first one whore 

only tho state has been involved. Consequently, we have deleted 

froa that form, you might say, all provisions with regard to 

the joint control of operations by tho United States and by 

tho State; and also many of the provisions that relate to 

patented or privately-owned lands inasmuch as no foe lands are 

involved, fe have also filed with the application as Exhibit 

"4M a plot which reflects the results of the seismograph of 
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this area. Because of this geological feature of the proposed 

area covered substantially a l l of i t , ve believe the unit 

agreement approval would give effective control of the whole 

structure i n the event production is obtained. And I t would 

be i n the interest of conservation and the prevention of waste. 

I t is proposed under the unit agreement that the unit operator 

start a test well for o i l and gas and d r i l l i t to a depth of 

12,500 feet or a depth sufficient to test the Devonian forma

tion. In the application, I notice there is an error i n that 

we state the well w i l l be started on or before February 1st, 

1951. That should be February 10, 1951 and I would lik e to 

have permission to amend that by interlineation at this time. 

I have here Mr. Robert E. Murphy, geologist for the Magnolia 

and I would lik e to c a l l him and introduce his testimony i n 

support of the application. 

ROBERT E. MURPHY. 

having been f i r s t duly sworn, tes t i f i e d as follows: 

DIRECT EXAMINATION 

By Mr. Hinkle: 

Q. Your name is Robert E. Murphy. 

A. I t i s . 

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

A. Roswell, New Mexico. 

Q. By whom are you employed? 

A. Magnolia Petroleum Company. 
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Q. Are you familiar with the application for approval of the 

Four Lakes Unit Agreement? 

A. Yes, s i r , I am. 

Q. Are you also familiar with the proposed form of unit agree

ment which has also been filed? 

A. I am. 

Q. Are you a graduate geologist or engineer? 

A. Yes, s i r . 

Qo From what school? 

A. From the University of Colorado and a graduate of geology. 

A). In what year? 

A. I graduated i n 1930 and spent three additional years i n 

graduate work, l e f t school i n 1933* 

Q. And by whom were you employed after you l e f t school? 

A. I was employed eight years by the Soil Conservation Service 

as engineer and regional geologist in New Mexico, and two years 

by the Army Engineers i n the Eighth Service Command as engineer 

and geologist, and seven years as petroleum geologist i n New 

Mexico by Magnolia. 

Q. Are you familiar with the o i l development i n New Mexico? 

Especially i n southeastern New Mexico, Lea County? 

A. Yes, s i r , I believe I am. 

Q. And did you prepare the plat* which i s attached to the 

application of Exhibit "A" showing the result of the seismo-

graphic survey which was made of the proposed unit area? 
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4. Yes, sir. 

Q. State whether or not, ln your opinion, the proposed malt 

area will cover a l l or substantially a l l of the structure cr 

geological feature involved• 

4. In accordance with our subsurface geological and geo

physical information, wo believe the area as outlined in th* 

unit agreement plat is sufficienttto cover the oil possibilities 

that night be present in that particular structure, 

Q. State whether or net, in tho event production is obtained 

there, ln your opinion, i t would give effective control of tho 

structure, or field, the unit. 

4. I believe i t would. 4s outlined, i t would give the most 

economic and effective control of the accumulation of fluids 

on that particular structure. 

Q. The application ln this case states in effect that the 

unit operator will commence operations and a test well for oil 

and gas on or before February lo, 1951 and drill to a depth 

of 12,50u feet or a depth sufficient to cut the devonian for

mation expected to be encountered at about that depth. State 

whether or not ln your opinion, a well projected to that depth 

will tend to test and prove a l l tho formation, including the 

devonian? 

4. les, sir. In accordance with our geological information, 

I believe 12,500 feet is sufficient to test the presently known 

Devonian foraslty in that area. 
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Q. Mr. Murphy, having read the proposed unit agreement and 

familiar with the circumstances, state whether or mot this 

agreement would be in the interest of the Conservation aad 

prevention of waste? 

4. I believe that i t will. I think the operation of these -

of tho drilling units will be conducted in accordance with 

the best production practices that are aew being used aad i t 

will be done ia the nest economic manner. 

MR. HINKLEt That is a l l I have unless the Commission 

has some questions. 

Bv Mr. McCormieks 

Q. What about this Su-aero tract that is unleased at the present 

time? How does that f i t into the unit agreement? 

MR. HINKLE: That will probably bo put up for sale. Mr. 

Hanaett could answer that. 

MR. HaNNETTi It would be the February 10th sale. 

MR. HINKLE: We have no control over that and anybody that 

purchases i t in the sale will probably be invited to come into 

the unit. Whether they would or not, we can't answer that 

question. 

MR. GRAHAM: You will offer to take it? 

MR. HINKLE: That•s right. 

Q. Have al l tho ether owners of leases joined ia this application? 
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MR. HINKLE: They have not* An invitation has been 

extended to a l l listod en Exhibit B of the proposed application, 

which I think comprises the entire ownership within the area. 

There are two or throe individuals in there that own in

dividual forty-acte tracts and i t would appear at the present 

tine that there is ffctag to be difficulty to get those and, 

one or two of them, but I think that when this is presented to 

the Commission for final approval) we will have a substantial 

percentage of the entire unit* 

MR. McCORMICK: I will ask if any of these companies have 

joined in tho unit besides Magnolia. 

MR. HINKLE: They haven't actually signed but there are 

several who indicated their willingness to join* 

MR. McCORMICK: What would be the situation.; i f a total of 

320 acres in the middle of the unit didn't come in? What would 

be the situation on conservation then? 

MR. HINKLE: I don't believe you will have that situation. 

The substantial owners have already agreed to i t . There might 

be a little acreage toward the center, strategically located, 

that we couldn't possibly get in. But that is the ease in 

almost every unit suggested. I don't know of but one instance 

where we had luOjS participation in these units. leu will 

always find a few that will buck up. But I think i t can be 

operated in such a manner that i t will not hurt materially 

from a conservation standpoint. 
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MB. MeCORMICK: Oo you have aay plan for spacing at this 

tine? 

MR. HINKLE: 10. 

MR* SPURRIER: Where will too veil be located? 

A. It wis to be Indicated ea one of those plate. X believe 

in the southwest of 22 there in the corner, no, Ik or 15. 

MR. SPURRIER: Southwest of 15? 

A* Let no have e pencil. 

MR. HINKLE: Hera is oae of the plats. Better look at 

that. 

A* Southeast of southoaat (narks oa plat). 

MR. HINKLE: it would be ̂ substantially, the center of 

the uait area, would it not? 

A. Tes, sir. 

MB. McCORMICK: That is all I have. 

A. It is on a aUdeoatlnont lease as I remember i t . 

MB. McCORMICK: Have they joined with you? 

A. Tos, sir, they have consented. 

MR. HINKLE: Do you know what percentafe Mldeontinent 

and Magnolia have? 

A. The Land Department have that percentage. 

MR. HINKLE: fhe Magnolia aad Midcentinnentrare the largest 

owners in the area and both hare agreed to this and several 

others have indicated their willingness to Join. But we do 

not anticipate vo will be able to get them 100*. 
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MB. S PURR IBB: Most unit agreements run fro* 15,000 acres 

on up. I wonder why this Is so snail? 

MB. HINKLE: Because we have confined i t to the structure 

as they see i t . This is a result of a seisnographlc survey 

and had the structure been larger than i t is as i t appears to 

be, of course, they would have tried to unitize the entire 

structure. But, in order to afford effective control for 

operations, we have necessarily teceshTlae ft to what they 

think is the geological feature involved. 

MB. SHEPARD: anyone else have anything? If not, you 

will be excused, Mr. Murphy. Thank you, Mr. Hinkle. We will 

take up the next ease, 247. Mr. Grahan, please read the 

notice. 

(Mr. Grahan reads the notice of publication) 

MB. SETH: If the Commission please, I filed a notion 

to continue that until the February hearing. We are having 

difficulties. We have a lot of individual Indian allotments. 

We are having trouble getting them signed up. We would like 

a little more time so that we can present the unit agreement 

with practically unanimous agreement on the part of everybody 

interested. 

MB. SHEPARD: Without objection, It will be continued 

until the February hearing. We will take up Case 248. 

(Mr. Graham reads the notice of publication) 

MR. KELLOUGH: My name is Booth Kellough and I am 
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attorney for the Anerada Petroleum Company of Tulsa, Oklahoma. 

This is an application by Anerada for an exception to the 

eighty-acre spacing order previously entered in the Knowles 

Pool so as to authorise the location of the well in the center 

of tho northeast of the northwest of Section 2, 17 South, 38 

Bast, Mow, the eighty-acre unit as created by the spacing 

order, comprised the l£ of the MV of Section 2, and Aen*>e4a 

drilled a dry hole to the Devonian ia the center of the BW of 

Section 2. That is referred to as the Cooper well. We are 

now requesting an order authorising Amerada to drill a well 

in the center of the east half of that unit. Or ln other 

words, in the center of th*northeast of the northwest of 

Section 2* We are also asking that the Commission determine 

the acreage attributable to that well and also fix the allow

able. Here Is a letter handed to me by Mr. Spurrier addressed 

to him dated January 22, 1951, signed by Luther Cooper, Mrs. 

1. R. R., J. H. Moore, Charles R. Turner. It reads as follows: 

"Dear Sir: The undersigned royalty owners to tho NW of Section 

2, Township 17, South, Range 38 Bast, Lea County, New Mexico, 

wish to respectfully ask your attention to our position in 

the aattor ia Case 248 to be held in public hearing January 

25, 1951. It is our contention that the 80 acres attributable 

to a well drilled in the NB, NW of Section 2 as proposed by 

Amerada Petroleum Corporation should consist of the north half 

of the NW of this tract as the Amerada Cooper No. 1 well on the 
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HWNW of Soction 2, encountered tho Devonian formation, above 

the water level for the field. The forty acres in this location 

should be included in the proration unit even though tho well 

wasn't eonploted as a producer. We would strongly object to 

any other proration unit for the proposed well than as stated 

above. Wo will appreciate your consideration in this Better." 

having been first duly sworn, testified as follows: 

BY Hi, ftUvlgAi 
Q. Will you please state your name? 

A. John Teeder. 

Q. Whore do you live, Mr. Teeder? 

A. Midland, Texas. 

Q. What is your profession? 

A. I aa a geologist. 

Q. Do you have a degree in geology? 

4. Tes, sir. 

Q. By whoa are you eaployed? 

4. anerada Petroleua Corporation. 

Q. In what capacity? 

4. District Geologist. 

Q. And how long have you been eaployed as a geologist for 

Aaerada? 
A. Thirteen years. 
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Q. low you have previously testified at prior hearings 

la this case in your eapaeity as a geologist aad oa geological 

Betters, is that correct? 

4* Tes, sir, I have* 

Q. I hand you what has been narked Exhibit 4 and ask you to 

state to the Commission what i t i s . 

4. Exhibit 4 is a structure nap drawn on top at tha Devonian 

pay in the Knowles field. 

Q. low, this has been prepared by yea or pursuant to your 

direction and control, is that right? 

4. That is right. 

Q. Vow, referring to Exhibit 4, what do the contour lines 

represent? 

4. The contour linos represent the structural position of 

the top of the Devonian pay. 4s I stated before, they are ln 

a $0 feet Interval. 

Q. Vow, the numbers below each of the wells as shown in this 

exhibit indicate what? 

4. That is the subsea datum of the Devonian pay. 

Q. How did you deteralne the top of the Devonian pay to prepare 

this aap? 

4. That was determined by analysis of samples and cares. 

Q. This aap shows the location of the Cooper dry hole, doosn*t 

it? 

4. That's right. 
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Q. That Is the center of the NWWW, Section 2? 

A. That is right. 

Q. low, will yon please take your pencil and nark on Exhibit 

A the location of tho proposed well requested by this appli

cation? 

A* Tho proposed well would be located la the center of the 

HE, of the NWi of Section 2. 

Q. Now, there appears to be a dotted line running diagonal 

through the NW of Section 2. What dees that dotted line 

represent? 

A. That would be the aost southerly portion that you could 

drill a well and anticipate a commercial devonian producer. 

Q. Now, you have marked that "Productive Limit." Sees that 

lino designate, in your opinion, the productive limit of tho 

recoverable oil at that particular part of the pool? 

A. Tes, sir. 

MB. KELLOUGH: We offer in ovidoneo Exhibit A. 

MB. SHEPARD: It will be accepted. 

Q. Now, Mr. Teeder, I hand you exhibits marked B through F, 

inclusive, and ask you to state what those exhibits are. 

A. These are Schlumberger electric logs on the four oil wells 

and the one dry hole, the Amerada #1 Cooper in the Knowles 

Pool. Those are Schlumbergers on a l l the wells on the Knowles 

Field, Is that right? 

A. That Is right. 
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MR. KELLOUGH: We offer Exhibits B through F, Inclusive, 

in evidence, 

MR. SHEPARD: They will bo accepted. 

Q. Mr. Teeder, I hand you what has boon narked Exhibit G and 

ask you to state to the Commission what that i s . 

A. Exhibit G is a data sheet of the wells in the Knowles 

Fool. 

Q. Vow, this Exhibit G shows the name and the number of each 

well. 

1. That's right. 

Q. Reading across the top exhibit. Vext i t shows the depth of the 

top of the devonian, is that right? 

A. That's right. 

Q. Vow, then in that connection, there appears two sots of 

figures. The left-hand column would be the depth at which the 

devonian was encountered, from the surface. 

Q. Vow, the right-hand column under the heading "Top Devonian" 

with a minus in front of i t indicates what? 

A. Would be the subeea datum of the same depth. 

Q. Ion mean by that the depth below sea level? 

A. That is right. 

Q. The next column entitled "Top of Devonian Pay?" 

A. That is right. 

Q. You also have two similar sets of figures, is that right? 
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4. That would be tho sane, the depth to which - the depth 

of which - the devonian pay is encountered and the figures in 

parentheses are the subsea datum of that depth. The next 

heading is entitled "Devonian Cap." 

Q • Sxplain what you noan by that column. 

4. The devonian eap would bo that part of the devonian which 

would be impervious end would be the section from the top of tho 

devonian to the top of the devonian pay. 

Q. Now, the next column you have is entitled HDevonian 

Completion." that data have you listed under that heading? 

4/ Ve have shown tho total depth, the pluggedbaek depth -

Q. Just a minute, Mr. Teeder, the first column you have then 

listed TD, and also there appears to be the letters "PB." I 

understand "TD" means the total depth and "PB" means plugged

baek depth. 

4. That is right. 

Q. The next column is what? 

4. Tho next column would bo the producing history of tho well, 

that would bo the easing, plugback, perforations, open hole, 

acid treatment, gas-ell ratio, and gravity. 

Q. and also you show the dates of spudding and the date of 

completion? 

4. That is right. 

Q. This exhibit contains a l l that information on a l l the wells 
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in the Knowles Devonian pool, is that right? 

4. That is right, 

MB. KELLOUGH: Ve offer in evidence Exhibit G. 

MB. SHEPARD: It will bo accepted. 

Q. In your opinion, will a well located in the center of the 

HBJW of Section 2, being the proposed location requested in 

this application, produce oil and in commercial quantities? 

4. I believe i t will, yes sir. 

Q. Vow, ln your opinion, would a well located in the center of 

the SB of thwBV, to the south, be productive of oil? 

4, Vo, sir, 

MB. KELLOUGH: That is a l l the questions I have froa 

Mr. Teeder. Ve have another witness I ean call at this time 

and after both have testified, i f anybody has any examination, 

they can examine them; l f you wish to, you may examine Mr. 

Teeder now. 

MB. SHEPARD: Does anyone have any questions of Mr. 

Teeder? 

MB. McCORMICK: I will, later. 

MR. SHEPARD: You aay bo excused now and you can call 

your next witness. 

MR. KELLOUGH: My only thought is that i t eight simplify 

the answers of both the geologist and the engineer, if after 

examination, the questions be proposed for either one, 
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It 6. <SRMia, 
naTing been f i r at dtOy sworn, testified felloes: 

Will yon please eta to yonr name? 

A. R. 8. Christie. 

Q. Wfcere die yen live, Nr. Christie? 

A. I»n fresi Fort lleefch, Texas. 

Q. What is your profession? 

A. I'n a petrolevn engineer. 

Q. Ion ere a graduate petroleum saglaoorT 

A* Tes, sir* 

Q. By vhooi employed? 

A. Amor ae> £e*relevsi Corporation. 

Q. And in whet eapaeity? 

A* Birisloa patroleau enfineer. 

Q. And ho* Jiang hare yon been employed as e petroleum engineer 

for the Ameream retreleem Corporation? 

A. Ajtê esdmetely eimhteen years. 

Q. lea hoTO proTieujly testified before this Comal ssloa 

this ease ia your eaeeelty *• * petroleum eaglnoer. Mr. Christ!a. 

referring to Bxaibit "A", would you please designate the proration 

uait favelvcd in this applieatioa mhleh was estebUeaed by a 

prior shoeing order* 

A* The original g#jil laa anII wee the Berth half of the aorta 
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west quarter of Section 2. 

Q. low, In your opinion, Mr. Christie, what acreage should 

be attributable to the proposed well requested in this application? 

By that, I don't nean at this tine hue number of acres, but please 

designate on thesnp what, in your opinion, should bo the acreage 

which should constitute the proration matt for this well? 

A. In my opinion, only the productive Units of the unit 

should be included, this would be that area north and east of the 

dotted line shown on Exhibit A. 

Q. I hand you Exhibit A. Would yen please take a pencil aad 

hark on Exhibit 4 the location of the proposed proration uait you 

recommend. 

i . You want me to draw a line around it? 

Q. Yes, draw a lime around i t . Bow, the line which you have 

drawn runs along tho north line of Section 2 aad then down Ihe 

east side of Section 2 until I t encounters the dotted line Barked 

"Production Limits," then i t progresses northwesterly along the 

dotted lino marked "Production Halts" to the point of beginning, 

so as to constitute what night be described as a pie-shaped unit, 

is that right? 

A. Yes, sir. 

Q. Have you calculated the number of acres within that proposed 

proration unit? 

A. Yos, sir, I have. 
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q. What is tha tool number of acres included within that aalt? 

A. Tha calculations ara 59*5 aeras. 

Q. Vow, how aaeh of tho 59.5 acres is include* within tha SE 

of tho Iff of Section 2? 

A. 36.1 acres. 

q. And how nuch is included within th* Jpi of aW of Section 2? 

4. 15*5 acres. 

Q. 4nd how aaeh is included within the f l , BW cf Section 29 

4. 7.9 acres. 

Q. Ia your opinion, Mr. Christie, will the proposed wall 

requested drain a l l the recoverable oil froa that uait? 

4. Ice, sir, I think i t would. 

Q. What is your opinion as to tho allowable which should be 

fixed for this well? 

4. Based on the productive area included in the unit in question, 

the allowable should be a direct relatioaship on an acreage basis. 

For simplicity of calculation, i t would be 6u/8uth of tho top 

allowable for an eighty-acre unit, 

q. In other words, in your opinion, i t should be that proration 

of the top unit allowable which the acreage within this proposed 

unit does boar to the total? 

4. Ics, sir, 

Q. Of the regular unit? 

4. Ics, sir, 

Q. Have you calculated the nuaber of barrels por day allowable 

which would be authorised under the present current rate based 
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mpoa that formula which yea recommend? 

A, Using 60 acres, that would ha 3Aths of tho mult, vhleh 

would flTo k&£ barrels for a 60-aere wait. 

MR* OLXAUaHi fhat lo all . 

Q. Mr. Christie, I understand ram daalro to hawo parta of 

throo different HO-ecres aot up aa tha acreage awarioutaalo 

to this well? 

A, Tea, air. 

Q. That ia something that haa now hoon dona before, isn't It? 

A, I aa not sure whether i t has ewer been doae befora. 

Q. Don't you think that would be a wary oeaplieated procedure 

if wo took 15 acres oat of one forty* aad thirty eat of another, 

nineteen out of another, and said arbitrarily it was an acreage 

that was attributable to a certain well? 

A. If the total sixty acres is less than the unit for thet 

peel vhleh la 80 aerea, and since we have done the eeleulation 

for you, I don't think it is wery complicated. - i 

Q. Originally, talc was the north half of the northwest? 

A. Tea, air, 

Q. And yea hare drilled a well vhleh demonstrated half of 

that was unproductive? 

A, Tea, sir, 

Q. Veil, then, shoaldn't the allowable be confined to the 

balance of the • to the balance of the prodaotiwe half of that 
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olghty? 

4. V»llf we s t i l l have ea area of less than 8u acres aad 

we know that the northeast corner of the Sl quarter of the 

VW quarter has production oa i t . We have ae other way of getting 

i t than of drilling a well em the 7.9 acres, and the only 

way to drill that 7.9 acres is to include i t in the total unit, 

CJ. How is tho royalty owned in the l6u acres? 

4. The royalty, I believe, is the seme as within the entire 

tract. I believe there is a alight difference in an over-ride. 

The over-riding royalties daftUr. 

Q. Do you have the date on that that yea could present? 

MR. KELLOUGH: If the Coaeission please, I wish to state 

into tho record at this tlae that our records show tho royalty 

is a l l of coaaon ownership under the entire northwest. There 

is one over-ride by one person as to the east half and another 

oil payment owned by another person as to tho west half. Well, 

now i t is our opinion that the question of the pooling of those 

over-rides in the event i t becoaos accessary, is not a proper nat

ter for this hearing. If a proration unit Is established, then 

the result would bo that there will be es to the ever-rldes, 

two separate tracts owned by different persons. Then, i t is 

our intention to attempt to obtain froa those persona an agree

ment pooling their over-ride. If we are unsuccessful in doing 

that, of course, the next step in the procedure would bo to 

come back before tho Commission. That is our position at this 
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hearing ant ve ara teasing the establishment of a proration 

unit. lev - exenee aa - that is all. 

Mt. MeCOBJIICX: Jast vast would he the pearatloa aalt yea 

seek? 

A. It voald he sixty acres. 

Q. I nean vhat vonle be the legal description of itt 

A. The legal deserlation would be that area in the HVi of 

Section 2 that is bound by the north llae>sn* tee 

east line, and the dotted line indieeted as the productive 

Halts which run diagaeelly IW - 81. 

Q. Don't you think it would be a bad precedent to start 

setting up units that don't follow subdivision linos? 

A. lot necessarily, no air. 

Q. Do you know of any one place where that is done? 

A. In lev Mexico? 

Q. Any other state. 

A. There are a number of field rales in Texas that provide 

that only productive acreage be considered. I aa not in a 

position to say vhat fields they are, bat they are in the field 

rales• 

MB. KELLOUGH: May I -

MR. McCORMICK:(Interrupting) Vhat would happen i f you 

can't get an agreement out of these over-riding royalty owners? 

A. As Mr. Kellough pointed out, I think ve vould have to come 

before the Commission aad get an agreement to anltise them. 
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MR. KELLOUGH: If the Cosed ssion please, that it a question 

of lav, and we would probably bo required to enforce our rights 

under the leu at vo tav then if that contingency happens. But, 

it Is our position that it isn't at issue et this particular 

hearing. Ve hare ae reason of knowing now or mo reason to 

beliOTo that they will not agree. 

MR. SHEPARD: Be yea have amy reason to believe they will? 

MR. KELLOUGH: Be. 

Ml. McCORMICK: Mho are the over-riding royalty owners? 

MR. KELLOUGH: I ea spooking now from aemory - I had better 

net speak from memory, Vo have a schedule ln our file; I vi l l 

got i t . Just a minute, I will got it right now, Ia this COB* 

neetlon, I vould like to ask Mr. Christie one or two questions 

that would help clarify this issue. I don't want to Interrupt 

Mr. McCoralck's examination. Bat if I eeuld at this tlae -

MR. SHEPARD: Go ahead. 

BYI HTI Ulatljftl 

Q. Mr. Christie, if e well were located in the center of the 

IB, BV of seetlea 3, vould it drain the recoverable oil froa 

under that part of tho unit located la the SX, BV? 

A, Xet, I believe i t vould, 

Q. In year opinion, eomld e ooamerclally productive veil be 

drilled to include only the productive area vhleh i t located in 

thcSE, BV? 
A. It couldn't be drilled on the sUte-wide spacing pattern. 
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It would bo outside the Halts of production. If you drilled 

i t on tho 7*9 acres rather than within that area, i t would 

bo an unoconoale proposition. 

Q. It would also bo aa unnecessary well? 

4. les, sir. 

Q. In other words, if the recoverable oil which lies under SEKV 

would be recovered by that well, de yea know of any reason why 

that should not be attributable to the well? 

4. Vo, sir, I do not. 

Q. So that the royalty owners and over-riding royalty owners 

in participating in that well would get the credit froa tho 

recoverable oil which was taken froa underneath their tract? 

4. Tes, sir. 

Q. Vo, in answer to Mr. McCornick's question, the records ln 

the aaerada office show that under the of the V£ Velvin Veal 

and Mary Lois Veal own an oil payment of l/l6th of 7/8ths from 

tho V? of tho W of Section 2 and other lands aot involved until 

$2,827.25 is paid, fhe reeerds in the Aaeraea office farther 

show that V. B. Chllders aad Alice L. Guilders own 1/8 of 8/Sths 

under tho 8} of the Vff of Seetlon 2 until produetion froa that 

land, and ether lands other otherwise Involved, equals $19.3u8. 

So, tho title problea is , I again subait, act e present Issue in 

the erection of this proration unit, for tho royalty ownership 

is conaon aaong a l l of the entire quarter seetlon. There are 
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two oil payments as indicated. One covers the part to the 

vest half, the ether part in the east half, lev* vnmer our view 

of the Hew Mexico law, the ewer-riding reyelty or these ell 

payments would be and should be appertionable to the parties ln 

proportion that their Interest, whatever i t i s , beers to the 

proration unit. If tho oil is a l l recovered by the well in 

the proration unit, we know of no reason why the parties owning 

an interest in that unit should net participate in the produc

tion in accordance with their ownership and furthermore, know 

of no reason why the oil company should be penalized because 

within the proration unit, there would appear to be two separate 

over-rides. 

MB. McCORMICK: Mr. Christie, how accurate would you say 

these contours arc? I moan hew closely can you guarantee their 

exact location? 

4. I believe that would be a question for Mr. Teeder to answer, 

Q. It is s t i l l somewhat speculative, isn't it? 

4. Tes, sir. 

Q. i t could be two or three, or five hundred feet one way or 

the other way, couldn't it? 

4. It couldn't bo, in my opinion, under the Cooper, lumber 1. 

I don't think i t would vary that much. 

MR. KELLOUGH: If the Commission please, those are geological 

questions and we would be glad to have Mr. Teeder testify on those 

provisions. 
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KB* aeCO*WICK: Bow amah would i t coat to t r i l l a 

vol! to tho projected depth? 

A Approximately 325 to 350 thoaoanri dollars. 

Q Bow long will I t toko tho well to pay out at 3te barrels a 

day* 

• Well, I don»t know. I t would he just a euestlcn - where 

i m t t too lone a peyeut* 

Q About a year? 

A I would have to do tone calculating. 

Q At 6*e barrola whioh ia the prosont top unit allowable for 

an eighty-acre uait, i t la aix aeathi or so, laa't i t to pay 

out? 

A I t ia estimated about that* 

MR. KBXLOUGH: I wish to call another wl teens ia 

riow of this line of examination* 

MB. SfiEPABS: 0f course, Mr. Kellough* 

H. ! • WTTiTiillM 
hawing boon first duly sworn, testified as follows: 

By jfU IWdJWM' 

Q Teu are Mr. C. T* lUllikia of talsa, Oklahoma? 

A Xoa, air* 

Q maero are you employed, Mr. Killikin? 

A Aaerada Petroleum Cerperatieiu 

t And what la year capacity? 
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A Engineer. 

Q You are the Chief Engineer, the head of the Engineering 

Department of that company? 

A Yes, sir. 

Q How long have you been employed as an engineer by the 

Amerada? 

A Over 20 years. 

Q And you have previously testified in this hearing in connection 

with engineering matters? 

A Yes, s i r . 

Q Now, Mr. Millikin, do you know of any instances wherein 

proration units or well drilling units, or spacing units, 

however they may be called, have been created to coapTiod ? 

other than regular governmental subdivisions. 

A Yes, sir, there are some in Oklahoma and seme in Louisana, 

quite a number in Louisana. 

Q Do you know of any which have been created to compare to 

the geological boundary limits of the pool? 

A As indicated by the structural contures, yes, sir, both 

states. 

Q Do you know of any reason why i t should not be included 

in the proration unit we are requesting? 

A I think i t i s quite reasonable to include i t because 

certainly that production of oil under the limits of that 

Southeast quarter section, that i s , southeast of the northwest, 
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clearly indicates that there i s sons oil within that area. 

And that there is net sufficient oil within that area to 

justify the expense of drilling a well to i t . In order that 

this division of oil and the allocation will he reasonable and 

fair and give each owner in the field a reasonable opportunity 

to recover his reasonable share of the oil, I think i t is 

essential that hofgifwhconsideration as contributory drainage 

area to this proposed location. 

Q Do you think i t would be inequitable or that i t would tend 

to deprive the owners in this pool aesl their just share of the 

oil i f you were to elininate - located in tho southeast-northwest? 

A I do. 

Q In your opinion will the proration unit as here proposed and 

the allowable as here requested protect the correlative rights 

of the parties in the pool and insure that each party recovers 

his fair share of the oil to which he is entitled? 

A I think i t will provide that opportunity. 

MR. KELLOUGH: No further questions. 

By fcUt UcCXBMIOL: 

Q Mr. Millikin, how will i t protect anyone's correlative rights 

to say that the 20 odd acres of the 40 acres south of the well 

should be attributable to that well when you own the lease on 

the entire quarter section -

MR. KELLOUGH: (interrupting) If the Coonission please, 

Mr. McCormick refers to 20 or so acres. I t is considerably less 

than that. 
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MR. McCORMICK: He has the aap. 

THE WITNESS: Yes. I don't think i t was the purpose 

of the question. 

MR. KELLOUGH: I didn't want the Goaarission to he 

aisled. 

THE WITNESS: I an not clear enough on year question, 

Mr. McCormick, to give you a concise answer. 

MR. McCORMICK: The proration unit to begin with was 

the north half of the northwest of this section. 

A Right. 

Q 80 acres. And the well drilled in the northwest-northwest 

was dry. 

A Right. 

Q Which demonstrated at least half of the 40 acres was non

productive. 

A Right. 

Q Now, you want to move into the east half of the 30? 

A Right. 

Q And ddll a well and take all of the 40 below that? 

A Right. 

Q As attributable? 

A Right. 

Q How will that serve to protect anyone's correlative rights? 

A Well -

Q (Interrupting) amem yea warn aalseaw) iaae>eê  
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in common? 

A Whether the lease and royalties are owned in co—on wouldn't 

change the principao of i t . That Is* *» are trying to provide 

an opportunity for the equitable distribution of the ultimate 

recovery oil froa this pool allocated to each of the owners in 

that pool. Whether a l l of this lease, that i s , both the entire-

let me back.up. Whether a l l of this northwest corner of the 

section is common ownership or not wouldn't change the principle * 

under which we are looking at i t . 

Q The only real difference would be instead of hatting maybe 
you 

a 320 allowable, if/will attribute this other acreage to i t 

you will get a 380 allowable. That is the iaaediate difference 

isn't i t ? 

A Wait a minute. Instead of getting 380 you would get -

Q Instead of getting half of an 80, you would get three-fourths 

of an 30 allowable. 

A By leaving that out. 

Q By assuming that half of the 80 has already proved to be 

dry and you d r i l l in the other half you would be entitled to 

half an allowable. 

A Well, that would depend on the circumstances and those 

circumstances don't exist in this particular case. If that 

one-half of the 80 is a l l that was really productive then, in 

that event that would be true. But that doesn't happen to be 

the circumstances in this case. 

MR. McCORMICK: That i s a l l I have. 
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HR. CAMPBELLs I f the Coasiission pleeee, I t t s U like 

to enter an appearance here. I a* Jack M. Cojepbell at Abwoed, 

Milan, and Campbell of Roswell, Bow Manioc# I aa novo an behalf 

of Rosa Bares. I t appears froa Exhibit A that this well, l f 

drilled, will be a 40 acre offset to tee wells, one to the 

north and one to the east, which are ea the acreage of Rose Eaves. 

That is correct, isn't i t , 

THE WITNESS! Tee. 

MR. CAMPBELLa We have no objection to the exception hat 

the allowable is rather significant to Boeo Saves bocaasc tale 

well constitutes a 40 acre offset to her tee veils« If the 

Coawlssion sees fit to adopt the proceodure of sotting up a 

proration unit based on the estimated productive Halts and Is 

satisfied with the productive Heats end reduces it percentage 

rise, we have no objection. However, In view of the letter 

subaltted by tha royalty owners asking a fall proration uait 

allowable for this well, ve vould tremendously object to 

allocating a full 80 acre allowable when it was apparent that 

probably half of the acreage according to laorarta'a estimate, 

at least part of tha 46 acres to the vest, is nonoproductive• 

When Mr. Teeder is celled back to the stead I would like to 

esk hia a question or tee in connection with the deterainatlon 

of how aueh of that 40 to tee west is productive aad hew they 

arrived at that conclusion. Bat as I say, if the Ceaaission was to 

cut the allowable percentage rise on whqt they think is a proper 

base, ve bslie no 
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objection. But we object to the full allowable where part of 

the proration unit has been shown to be partially non-productive. 

MR. SHEPARD: Any further questions of Mr. Millikin. 

MR. KELLOUGH: Do you have any further consents? 

MR. MILLIKIN: I think not. 

MR. KELLOUGH: Is there any further examination of 

Mr. Veeder. I have no questions. I f you eentlenen wish to 

cross examine Mr. Veeder, you may proceed. 

CROSS Hvwmm 
By m. 
Q Mr. Veeder, I wish you would explain generally, how you 

arrived at the possibility of what are the west 40 acres 

of that 40 acre proration unit when the well drilled on the 

pattern was apparently a dry hole -

A Well, i f you will notice on the aap our Datum of 8,890 

on the Amerada <3H0§9Wd No. 1 i s a dry hole. I will give 

you a history of the well. I t was carried to a total depth 

of 12,620 feet. We had topped the Devonian at 12,597 feet. 

The top of the Devonian pay i s 12,602 which is this figure 

of 8,890, we set 5$ inch casing at 12,598 which would be 

in the top of tho Devonian. That wall was acidized at 3,000 

gallons and we had - we tested that well for several days. 

And after testing i t thoroughly we found th* well wasn't 

commercially productive. Then because of that we know we 

cannot go below a minus 8890 to d r i l l a commercial well in 
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the Devonian, That i s our dash line which is confined to 

Section 2. In the northwest quarter of Section 2 we de not 

extend that line anyplace else on -toe sap as you notice. That 

line conforms with the strike of those contures. We do have 

our other points. We have our points on the No. lEaves which 

is in Section 35 and have control on the Eaves *aWrrd:-- I 

which is in Section 2 to the east. 

Q Well, in your calculation then there i s some - there would 
drilled 

be production in a well/in the southwest of the northeast of 

2. 

A There is possible production in the very northeast corner, 

yes, sir, of that quarter. 

Q Would you repeat again - I wasn't up here at the time -

how much acreage you are attributing to the northwest of the 

northwest of 2? 

A Northwest of northwest of 2? 

MR. KELLOUGH: Mr. Campbell, Mr. Christie calculated 

the acreage. 

MR. CHRISTIE: 15.5. 

MR. CAMPBELL: I have no further questions. 

By Mfi. McCORMICK: 

Q Are any of the wells in the BmeJdlewltadl making water? 

A Yes, s i r . 

Q Which ones? 
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A Well, of course, the #3.Hose Eaves i s , and I understand the 

Hamilton i s . I do not know, of course, the producing history 

of the wells after they are drilled. That question should he 

referred to the engineers. 

Q Mr. Christie, could you testify about that, which wells are 

making water and about what percentage? 

MR. CHRISTIE: The Mo. 1 Stella I Mmwedes was 

completed making water and is producing -

MR. McCORMICK: You don't have to have just exact 

figures, just roughly. 

MR. CHRISTIE: I believe i t is approximately 20 

per cent. 

MR. McCCRMICK: That i s the fartherest north well. 

MR. CHRISTIE: Yes, s i r . 

MR. McCORMICK: And can you give us an estimate on 

the others? I t doesn't have to be the per cent. 

MR. CHRISTIE: The Hamilton No. 1 is producing 

water. I don't seem to have the figure. I believe around 

8 to 10 per cent. I would be glad to furnish the exact 

information. 

MR. McCORMICK: What about the Eaves? 

MR. CHRISTIE: The Eaves No. 1, and the Eaves A No. 1 

at the present time are not making any water. 

MR. McCORMICK: This is a water drive? 

MR. CHRISTIE: Yes a very active water drive. 
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MR. McCORMICK: We have always been told up here 

previously i f you called on a water drive toe much you would 

have water coming, is that true? 

MR. CHRISTIE: I t would depend on the boundaries 

in the pay. If close to the water table you might pull in 

water by producing At too high a rate. 

MR. McCORMICK: Oo you think that these wells, 

the top allowable unit at 640 barrels, is producing that too 

heavy? 

MR. CHRISTIE: Well, of course, they have only been 

producing at that rate since the fir s t of the year. And i t 

is rather a limitossf time, I believe, to determine the effect 

of that increased rate. We have noticed however, that the 

wells are weakening to some extent. But the time has been 

so short we are not,sure whether i t i s the result of the 

resultant increased and the water hasn't qaogs up to that 

rate or whether i t is actually going to cause a rapid drop 

in the bottom hole pressure at the increased rate. I think 

i t will take another month or two probably before we will 

know exactly whether the rate is too high or not. 

MR. McCORMICK: The proposed location of this well 

would make i t lower than the Hamilton No. 1 that i s now 

making water -

MR. VEEDER: I believe i t would be. 

MR. McCORMICK: And your Hamilton No. 1 i s now 

making water. 
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MR. SHEPARD: Anybody have any further questions? 

If not, the witness will be excused. 

MR. KELLOUGH: I wish to make a l i t t l e statement 

though in connection with the evidence. 

MR. SHEPARD: You may. 

MR. KELLOUGH: That we have requested, i t i s true, 

a proration unit which conforms to the productive limits of 

the pool. Now, the witnesses testify that that would protect 

the correlative rights of the parties. In that connection 

I wish to elaborate a l i t t l e . Under the New Mexico statute. 

The number, as a matter of fact is 69-113. where there are 

separately owned tracts within a proration unit then the 

parties may pool, and i f unable to do so, then the Commission 

may require that those interest be pooled. Now, so far as 

Amerada is concerned, Amerada owns a l l of the oil and gas 

leases involved in this instance. The only effect on Amerada 

i f could have would be in connection with allowables. And 

of course we are very much interested in keeping a close 

watch on this allowable ourselves to be assured that the 

reservoir will not be injured. Now, then, as far as the royalty 

ownership i s concerned, i t also makes no difference here 

because the royalty ownership is the same. Now, i t so happens 

as appeared in the record that there are two separate royalty 
statuary-; ̂tfcsoe.#»u to bj^ peoO**. 

interest. Now i f under your/proceedWeythe pooling anq, combining 

would be calculated on the percentage of ownership that each 

party had in the unit. So that i f you exclude the part in 
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the southeast of the northwest,the result would be that when 

you started to divide up the over-riding royalty payments then 

the owners under that tract would receive a less amount than 

the owner under the tract to the west, would receive a l i t t l e 

more even though the oil i s coming from the tract. So that 

the correlative rights are protected by having the proration 

unit cover the area from which the o i l i s actually being 

produced. And the witnesses have a l l testified you couldn't 

get a commercial well drilled which would encompass only the 

approximately 7 acres involved at that point to the depth 

that these Devonian wells are drilled, and furthermore, i t 

would be an unnecessary well s^ithw»>i#i^ Jsswlwlnf&y wiufcyhwhioh 

i t couldn't inasmuch as the evidence, uncontradicted, i s 

that the well on the northeast of the northwest would drain 

i t . So that, of course, is a question for the Commission to 

decide. But i t i s our opinion and therefore our recommendation 

that to protect the correlative rights of a l l parties that 

the only way4 i t can properly be done i s to have the proration 

unit to include the productive area where the oil i s coming 

from. 

It is our request, then, that this Commission permit 

us to d r i l l this well which our geologist testified in his 

opinion would be a productive well, and that the Commission 

create a proration unit which will comprise the productive 

area and that the allowable then be determined. 
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Now, only one further statement. That i s in 

connection with whether i t has ever been done before, Mr. 

Millikin testified i t has been done in Louisiana and in 

Oklahoma. As to the Oklahoma matter, I personally participated 

and the unit was called Carnard unit, which was created to 

conform with the geological boundaries. Itiswulllufted 

in an egg-shaped unit, divided in the middle. You have one 

on one side and one on the other. The only point I make of 

that i s that i t may happen to be unusual but i t certainly 

isn't novel and has been done before. 

MR. McCORMICK: That was a unit over a whole structure, 

wasn't it? 

MR. KELLOUGH: That was a unit over a whole structure. 

MR. McCORMICK: Have you ever heard of a unit of just 

one drilling unit within a pool? 

MR. KELLOUGH: I have no personal knowledge. I would 

be glad to recall Mr. Millikin and ask him. 

MR. MILLIKIN: In the case of the Carnard unit, that 

covered a structure, but there were two units. The structure 

was divided approximately in the middle, and both units followed 

the contures. In the case in Louisiana I had specific knowledge 

and in one case i t involved several drilling units within the 

pool. Each one doesn't involve an entire pool. 

MR. SPURRIER: What would Amerada's reaction be to 

a 40-acre allowable? 
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MR. KELLOWGH: As a natter ef reservoir performance 

I vould like to ssk Mr. mill kin teat question. I don't 

believe ay legal opinion ea -tat matter would at worth 

anything? Mr. Millikin. whet in year opinion weald he the 

dotlrahility or effect cm the reservoir ef a %0-*ere allow*tie? 

MB. KJLLXCXI: Aa far as Amerada it concerned. I think 

that would DO perfectly all right. Ve ova all the other 

production and I think Amerada weald get all the oil there 

it from that peel according to ear information at tela moment. 

But I believe to eat the allowable to HO acres weald create 

seme ineqaitiea among otter inter eat in the pool, 

MB. SPURRIER: What would be the reaction of Boae 

Bavea, Mr. Campbell, to the kO aero allowable? 

MB* CAMPBELL: It would he fine. 

MB. aeCwsatieS: The creatiea ef the drilling malt 

dooan't really effect the legal obligation to pay royalties. 

If yea have royalties under a particular 89 aad the well la 

not drilled on that 80 that s t i l l eeemV't give you a royalty, 

MB. WlTLelTflW: If the Caamiteiea please, he la aakiag 

a legal quest lorn, 

MR. Koteijaci:: That ia right, I will withdrew from 

Mr, Millikin* 

Ĉ ITRMAW IBB?ARB: Any farhter qeeetieaa, 

(Off the record.) 

CHAIBMAB 8HEPARB: We wiU stand adjourned until 1:36, 

(Boon recess.) 



CHAIRMAN 3HSBABD: The meeting will come to order. 

The next case is 249. 

MR. HINKLE: For the purpose of the record ny name 

is Clarence Hinkle of Hervy, Dow, and Hinkle ef Roswell, 

representing the Amerada Petroleum Corportation. Case 249 

is the application of the Amerada Petroleum Corporation for 

a temporary 80-acre spacing order in the Bagley-Silure— 

Devonian pool in Lea County. I t is also a companion case, 

that i s on youfDocket, No. 251, which i s also by the Amerada 

Corporation, and i t is an applicatienfae) a pooling agreement 

of two 40 acre tracts, and that case i s predicated upon ease 

249. In other words, i t would depend upon the action of the 

Commission in 249 as to whether or not »aV couad go ahead with 

251. Since the filing of these applications, last week there 

was a meeting in Washington of the Petroleum AdministratorI 

for Defense in regard to the allocation of steel pipe and 

tubing goods for the purpose of drilling wells in the oil 

industry, ami one of the grounds of the application of Amerada 

in Case 249 is on account of the shortage in steel. That is 

the reason they wanted 80-acre spacing. The information that 

we have is that the Petroleum Administrator for Defease is 

about to take some action in the very near future with respect 

to the allotment of tubular goods which might have a material 

bearing on this case. For that reason the Amerada would like 

to request that both ef those cases be continued or postponed 

for 90 days until your hearing of April 24th. Now, it is my 

understanding that there i s no objection to such a postponement 



or continuance by any of the parties affected. Mr. Mathers, 

one of the royalty owners that would be affected in the 

pooling agreement with his attorney i s here and I understand 

he will have no objection. 

MR. McCORMICK: Is that correct, Mr. Swarthout? 

MR. SWARTHOUT: That is correct. 

CHAIRMAN SHEPARD: Without objection, both of these 

cases 249 and 251 will be continued until April 24th. We 

will take up now case 250. 

MR. HOLLOWAY: I am J. B. Holloway employed by 

Tidewater Associated Oil Company and its producing department 

in Houston. The purpose of this hearing i s to include 

our State No. 3 in the boundaries of some ioesignated field 

or pool. We completed our State No* 3 on November 22 and 

at a location about a quarter mile north of the North BmesMen 

Field. And on November 21st, the Commission by its order 

No. 241 - I mean Case No. 241 - Order No. R-38, set out an 

area known as the North BtocwUMnPool which consist of the 

southwest quarter of section 2 and the southeast quarter 

of section 3 and the northeast quarter of section 4, the 

northeast quarter of section 10, the northwest quarter of 

section 11. Our well is a half mile from the south boundary 

of the north BwBJswowkPCol and we have hwjught R. E. LeBond 

who is our WmW»WĤ  ^ 9 0 ^ ° ^ ^ ^ * aI** ̂ e & a 8 prepared a cross 

section of our leaee and has prepared a conture map of the 
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aorth portion of tho Branson pool upon vhleh I believe tho 

Coanlstioa will b* obi* to dotoraia* lata ahlah flold oar 

well ahoald bo included, Thar* la a possibility that tha 

Coamiaslon aay decide It la a l l oaa field, ear veil heviag 

boon drilled between tho two will ha foam* to man it tha* 

fi. 1. aaawaatt* 

having boon firat duly sworn, aada tho following atatenants 

MR. LeBLGMB: Xhla Is a aay of the north part of the 

Brunson field aad the north Brunson field. I t outlines our 

two valla* They are ahova la purple, fhe amp is ooamaTsit 

en the top of the Bllaaberfer Boloalte, usiag UO feat ee&temr 

intervals, vhleh shoes the struoture ef th* Brunson Field and 

the north Brunson field and including our lease upon the edges 

of the tvo fields, fhe edge of tho Bllenborgor la ahova ia 

orange on the aap vita approximate oi l aad vater edge la shown 

In green, I de believe this aap indieatee our veil ia simply 

an extension of the Branson Field* fhe well* are alallar ln 

a l l respects, at lee so, goologieaUy spas Hag, to the veils 

1B the Brunson Field, 

MR, SrWIBnt leu want to offer that aa an exhlbltt 

MB, UBWsTDi Tea, s i r , 

MR. SFuBBIBR. It ia aarhed Bxhlbit 4 aad it will 

be accepted, 

MR. LeBlseTB: Ve also hav* a cress seetioa show tag 
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our lease has little bearing on tho problem, but i t dees 

indicate tho relation of the veils on the lease, 

(Marked Exhibit B.) 

ME, H0LLOW1Y: Shis is the subject ve have been spasking 

of, this veil (indicating on nap) was on potential yesterday. 

It Is completed now. It is also in tho Sllenberfor vhleh Is 

the Brunson pool. So ve have two wells now that need to be 

included within some designated field* 

MR, SPURRIER. Xou say yesterday, Mr, Holloway, i t was on 

potential yesterday* 

MR. HOLLOWI: Ve have seme additional prints ef these i f tho 

Commission would like to hare them, 

MR, SPURRIER: I think this is sufficient. 

MR. McCORMICK: Where is tho location of the second well 

you just spoke eft 

MR. HOLLOWlIi Tho second well. It is the 40 acres 

Immediately west of the Vo* 3 veil. 

MR. SPURRIER: That would be tho northwest northwest, 

MR. LEBLOKD: It would be In the northeast northwest 

of Section 15, 21 -

MR. HQLL0W1I: The plat shows the aorth boundary of the 

Brunson and tho south boundary of the north Brunson. 

MR. McCORMICK: In year opinion should a l l of section 15 

bo included in the Branson pool? 

MR. LEBLOKD: I would have to leek at ay aap just once* 
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Veil, I believe i t should. And maybe possibly l6u acres 

of the section on tho oast side that hasn't soon productive• 

KB. McCORMICK. leu think that is a separate reserveir 

froa the North Brunson pool? 

MB. LeBLOND: Veil, I haven't studied the North Brunson 

pool in detail and I wouldn't want to answer that. But they 

are very similar. 

CHAIRMAN SHEPARDs Any further questions? If net, you 

nay he excused. These cases will he taken under advisement 

and we hope to have the orders out shortly on then. If there 

is nothing further we will stand adjourned. 

STATE OF NEW MEXICO ) 
) SS. 

COUNTY OF BERNALILLO ) 

I HEREBY CERTIFY that the attached transcript of proceedings 

before the Oil Conservation Commission is a true and coaplote 

record thereof to the best of ay knowledge, skill end ability. 

DATED AT Albuquerque, Vow Mexieo, this dav ef 

February, 1951* 

Votary Public. 
My Coaalssion expiree August 4, 1952. 
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