


BEFORE THE
OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO
PROCEEDINGS
The following matters came on for consideration
before the 0il Conservation Commission of the State of New Mexico,
pursuant to legal notice at a hearing held on January 25, 1951,
at 10:00 a.mn. at Santa Fe, New Mexico.
NOTICE FOR PUBLICATION
STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION
STATE OF NEW MEXTICO TO:
All interested parties:
The 0il Conservation Comnission of the State of
New lexico hereby gives public notice that hearinss will be
held by the Commission puréuant to Rule 503 of the Rules and
Regulations of this Commission on the dates hereinafter set forth
for the purpose of setting the allowable groduction of the oil
and gas for the State of New Mexico for the proration period
following the date of each hearing. All such hearings shall be
held in the office of the 01l 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 2%, 1951
May 22, 1951
June 21, 1951
July 2k, 1951
August 21, 1951
September 20, 1951
October 23, 1951
November 20, 1951
December 20, 1951

DAT?D this 2nd day of January 1951.

STATE OF NEW MEXICO
OIL CONSERVATION COMiISSION

/s/ ®. 3. Spurrier
STAL R. R. SrURRIER, SECRETARY
NOTICE FOR rUBLICATION
STATE OF NTW MEXICO
OIL CONSERVATION COMMISSION
The State of New Mexico by its Cil 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
ofclock A, M. on that day in the City of Santa Fe, New Mexico,
in the capitol,
STATE OF NEW MEXICO TO:

All named parties in the following
case and notice to the public:

CASE 248
In the matter of the application of Amerada Petroleum Corporation

for an exception to the spacing of wells in the Knowles Fool
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and authority for applicant to drill a well in the center of
the NE;NWi of Section 2, Township 17 south, Range 38 east,
Léa 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 0il Conservation
Comizission of New MMexlco, at Santa Fe, New Mexico, on January 3,

1951,

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

/s/ . R. Spurrier
ZAL R. R. SfURRIER, SECRETARY
NOTICE OF PUBLICATION
STATE OF NEW MEXICO
OIL CONSERVATIOK COMMISSION
The State of New Mexico by its 0il 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 in the City of Santa Fe, New Mexico,

in the Capitol.
STATE OF NEW MEXICO TO:

All named parties 1n the following
cases and notice to the public:

Case 249

In the matter of the application of Amerada Petrcleum Corpora-

tion for a temporary order establishing cvroration units and



uniform spacing of wells for the Bagley Silure-Devonian pool,
comprising SEi Sec. 34: S& Sec. 35; SWi Sec. 36, all in Town-
ship 11 W# Sec. 12, all in Township 12 south, Range 33 east,
Lea County, New Mexico.
Case 250
In the matter of the application of Tidewater
Associated Cil Company for the inclusion of its State "s®
No. 3 well, located in the N3N4 Section 15, Townsnip 21 south,
Range 37 east, Lea County, New Mexico, within a recognized
pool upon the basis of evidernce to be submitted.
Given under the seal of the 0il Conservation
Commission of New Mexico, at Santa Fe, New Mexico, on January
5, 1951. |
STATE COF NEW MEXICO
OIL CCKSERVATION COMMISSION

/s/ R. R. Spurrier
R. R, S7UREKIzZR, SECR:TARY

M
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NOTICE OF PUBLICATION
STLTE CF NEW MEXICO
OIL CONSERVATION COMMISSIOI
The State of New Mexico by its 01l 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. ¥, on that day in the City of Santa Fe, New }Mexico, in the

Cauitol.



STATE OF NEw MEXICO TO:

The United States of America

c/o The United States Geological Survey
P. C. Box 997

Roswell, Ilew Mexico;

W. E. Mathers

Caprock, New Mexico;

Susie Lee Mathers

Caprock, New Mexico

arid all other parties having an
interest in the matter.

Case 251

In the matter of the avplication of Amerada Petroleum Corporation
for the pooling of separately owned royalty or mineral interest
in the &4 of the NE; of Section 3, in Township 12 south, Range

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

Devonian pool, in Lea County, New Mexico.

Given under the seal of the 0il Conservation Commission of New
Mexico, at Santa Fe, New Mexico, on Januzary 5, 1951,

STATE OF NEW MEXICO

OIL CONSERVATION COM.ISSION

/s/ R. R. Spurrier

R. R, SPURRIER, SECRETARY
STAL

NOTICE OF PUBLICATICE
STATE OF NEW MEXICO
OIL CONSERVATION COMMISSIOHN

The State of New Mexico by its 0il Conservation Commission here-
by gives notice pursuant to law and the Rules andé Regulations of
said Commission .romulgated thereunder, of the following public

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

on that day in the City of Santa Fe, New Mexico, in the Cggpitol.
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STATE OF NEW MEXICO TO:

All named parties in the following
cases and notice to the public:

Case 252

In tihe matter of application of Magnolia ‘etroleum 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 34 east. N.17.D.M.

8/2 Section 10; S/2 Section 11:
All, Sections 14, 15, 22 and 23,
in the Four Lakes Area, Lea County, New
exico,
Given under the seal of the 0il Conservation Commission of New
Mexico at Santa Fe, New ¥exico, on January 25, 1951,

STLTE OF NEW MEXICO
OIL CONSERVATIO!" COFMISSION

/s/ R. R. Spurrier
R, R. SPURAIER, SECRETARY

BEFCRE:
Hon., Edmund R. Meachem, Governor

Hon. Guy Shepard, Land Commissioner

Hon. R. R. Spurrier, Secretary
REGISTER:

A. ¥, Swarthout

Lovington, New Mexico
W. e, iathers



Glenn Staley
Hobbs, New Mexico
ew Hexico 01l Conservation Commission

Lewis H. Bond, Jr.
Ft Worth , Texas
Stanolind 0il & Gas Co,

Bob Dewvey
Midland, Texas

BE. E. Tucker
Midland, Texas
Tide Water Association 0il Company

J. B. Holloway
Houston, Texas
Tide Water A4ssociation 0il Company

R. E. LeBlond
Midland, Texas
Tide Water A§sociation 0il Company

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

Booth Kellough
Tulsa, Oklahoma
Amerada Petroleum Corporation

Harry I. Page
Tulsa, Oklahoma
Amerada Fetroleum Corporation

J. 0. Seth
Santa Fe, Yew lMexico
Amerada Petroleum Corporation

John A. Veeder
Midland, Texas
Amerada Petroleum Corporation

Robert E. Murphy
Roswell, New kexico
Magnolia Petroleum Company



J. H. Crocker
Tulsa, Oklahoma
MidContinental retroleum Corporation

G. R. Bryant
Houston, Texas
The Texas Company

Wm. E. Bates
Midland, Texas
The Texas Compan:”
o. C. Edwards
Houston, Texas
The Texas Company

Midliand, Texas
Shell 0il Company

Wr., B. £ing
Salt Lake City, Utah
Phillips FPetroleum Company

Frank D. Gardner
Midland, TeXas
Sinclair 0il & Gas

=, H. Soyster
Hobbs, New Mexico
U. S. GO S'

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

Betty Wistrand
Santa Fe, New llexico
0il Commission

E. E. Kinney
Artesia, New lexico
New Mexico Bureau of HMines

George Grahanm
Santa Fe, New Mexico
0il Conservation Commission

Dan McCormick
Carlsbad, New Mexico
01l Conservétion Commission



John D. Munn
Amarillo, Texas
Phillips Petroleum Co.

W. B. Hazilton
Amarillo, TeXas
rhillips Petroleum Co,

W. L. Ambrose
Midland, Texas
Cities Service 0il Company

¥, T. Smith
Midland, Texas
Shell 0il Company

Shep Allen
Corpus Christi, Texas
Cities 0il Service Company

J. Don Wiet
Midland, Texas
Fhillips Petroleum Company

R. L. "Bob" Denton
i11dland, Texas
Magnolia Petroleum Company

W. B4 McKellar, Jr.
Dallas, Texas
lagnolia Petroleum Company

I. 8. Salnikov
New York
Standard Cil Company

C. E. Reistle, Jr.
Houston, Texas
Humble 041l & Refining Company

J. W. House,
Midland, Texas
Humble 01l Company

Warren L. Taylor
Jal, New kexico
El Paso Natural Gas

William Randolph
Hobbs, New hiexico
Continental 0il Company
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A. L, Porter, Jr.
Hobbs, New Mexico
0il Conservation Commission

Elvis A. Utz
Santa Fe, New Mexio®
0il Conservztion Commission

Justin Newman
Artesla, New Mexico
01l Conservation Commission

Roy Yarbrough
Hobbs, New Mexico
0il Conservation Commission

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

R.E1l Batts
Ft Worth, Texas
Gulf 0il Corporation

R. G. MePherson
Hobbs, New Mexico
Gulf 0il Corporation

R. §. Blymn
Hobbs, New Mexico
K. M, 0il Conservation Commission

Jack M. Campbell
Roswell, New lMexico
Texas~Pacific Coal & 0il Company

Charles E. Lovelace, Jr.
Roswell, New Mexico
N. M. 011 & Gas Association

John G, Major
Amgrillo, Texas
0il Development « Texas

C. V. Millikan

Tulsa, Oklahoma
Amerada Petroleum Corporation

10,



R. S. Christie
Ft Worth, Texas
Amerada Petroleum Corporation

MR, SHEPARD: The meeting will come to order. At this
time, I want to introduce our new member and chairman, the
Governor of New lexico, Governor Meachem. (Applause)

GOVERNOR !’EACHEM: While this is an official meeting of
the 01l Conservation Commission, primarily for me it is an
educational program. I am here to find out all that I ecan
about it., That is the primary purpose. I hope to be able to
attend all the meetings possible of the 0il Conservation Com-
mission, and to assist in every way that I can in its functions;
and to see that the program is carried out to the fullest extent.
I will appreciate any assistance or any help any of you can give.
Thank you.

MR..SHEPARD: Thank you, Governor. I am sure he is one to
be here with us at all times, and we will have a full commission
and probably can expedite matters., At this time, I am going to
just have a little informal meeting here. John Kelly, do you
have anything to say on behalf of the industry?

MR, KELLY: Yes. Governor iMeachem, our new chairman, our
0ld commissioner, the oldest one now on our commission, Commissioner
Shepard, and Mr., Spurrier: We, of the industry; Governor, would
like to offer you aid in 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 in 1939 and will
be sixteen years 0ld this year. Buring that time only one
decision of this Commission has ever gotten to the Digtrict
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 in the industry, Petroleum
1s Progress. W¥e hope during the next two years, with your
guidance and assistance, the petroleum industry will be more
progressive.

MR, SEErARD: Thank you, John. At this time, we will take
up the allowable. Mr. McCormick.

¥R. McCORMICK: Mr. Utz and ¥r. Kinney be sworn. (Utz
and Kinney sworn).

ELVIE UTZ,
having been first duly sworn, testified as follows:
DIRECT EXAMINATION

By Mr. McCormick:
Q. Will you state your name and official position.
A. Elvis A, Utz, Engineer with the 03il Conservation Commission.
Q. Have you made a study of the demand for oil of the State
of New Mexico for February 1951%
A. Yes, sir, 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. It is 138,000 barrels for the month of
February.

Q. That is per day?

A, Per day.

Q. And how does it eompare with the estimate, the previous
estimate?

A, It is the same as last month's estimate.

Q. How has it been running for the past several months? Has
there been any deviation?

A, Yes, it has gone down., I can tell you pvrecisely. It was
14 - I have the stuff here backwards - in October it was 155,000;
November 150,000; and for December 142,000; last month 138,000;
this month 138,000.

Q. I will ask you if you have received and compiled the nominations
of purchasers.

A. Yes, sir, I have.

Q. What are the total nominations?

A, The total nominations are 134,081 barrels per day.

Q. And how does that compare with the nominations for the pre-
vious month?

A. There is an increase of 1,450 barrels, or 1 per cent.

Q. In your opinion, what would be the reasonable market demand
for oil for the entire state for February 1951%

A. In my opinion, 144,883 barrels per day.

Q. And how much of this demand can be met by the ukallocated
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pools of northwestern New Mexico?
A. Approximately 144,083,
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 lLexico?
A. 144,083,
Q. Is the potential producing capacity of oil wells in the
southeastern counties of the state greater than that figure you
just gave?
A. Yes, it is, I believe.
Q. In order to prevent waste, is it necessary in your opinion
for the pools of southeastern New iexico to be limited?
A, Yes, sir, I do.
Q. In your opinion, can the pools of southeastern New Mexico
produce 144,083 barrels without committing waste?
A, Yes, they can.
Q. And what do you recommend then as the allowable production
of oil per day for the pools of southeastern New Mexico?
A. 144,083 barrels per day are a normal unit allowable of 48,
Q. How should this production be distributed, in your opinion?
A. According to the present rules and regulations of the
Commission.

MR, MC CORHMICK: Does anyone else - do you have anything

else you would like to tell the Commission?
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A, Nothing other than since the purchasers have been asked

to get their nominations in early, I would like to compliment
them. This month I only had to make one phone call. They are
coming in much better.

FR. McCORMICK: Are there any questions anyone has con-
corning the allowable?

Mr. UTZ2: Also, if anyone is interested in 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, TEETIFIED AS FOLLOWS:
DIRECT FEXAMINATION

By Mr, McCormick:

Q. Your name is Ed Kinney?

A, Yes, sir.

Qs+ What official 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 oil in the State of New
Mexico?

A. I have.

Q. Just tell the Commission what the yrresent situation is
and market demand and also advise them about storage.

A, The market demand in the state of New iiexico conrntinues in
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excess of supply, and withdrawals from storage contimme, in
the last five weeks at an inoreasing rate.

Q. Do you have any recommendation to make about the normal
unit allowable for the month of Februmary?

A. It would be my recommendation that the allewable be raised
to 5u barrels to help try to take up a little of the slaek
between supply and demand.

Q. And would you elaberate on that as to why yeu think it
would be advisable?

A, Because of the heavy withdrawals from sterage. There ul-
timately would be an end to the amount that can be taken out
of storage.

Q; Do you have any figure on the amount of withdrawals from
storage in the last year?

A. I don't have any figures, but around I,0ww,U0w barrels
have gone out of storage in the last year.

MR. McCORMICK: Does anyone have any questions of MNr.
Kinney? Does the Commission have any questions? That will
be all, that concludes the alloweble hearing.

MR, SHEPARD: Dees anyone have anything teo say? Mr.

. Stoley?

MR, STOLEY: BNe, sir.

MR, SHEPARD: Mr. Norrell?

Mr. MORRELL: Ne, sir.

MR. SHEPARD: We will take wp the next case. By special

16



request, we will take wp Case 252. Are you ready, Mr. Hinkle?

(Mr. Graham reads notice of pmblication im Case 252)

MR, HINKLE: Governor Meachem and all members of the
Cozmissien: For the purpose of the reeord, ny name is Clarence
Hinkle of Hervey, Dow and Hinkle, Roswell, representing the
Magnolia Petroleum Company. This matter before the Commission
is upon the appliecation of the Magnolia Petroleum chaay for
the approval of the proposed unit agreemest te b¢ known as the
Four Lakis Unit Agreement, comprising 32 hundred acres of lamd
in northern Lea County. Sections 1lu, 11, 14, 15, 22, and 23
of Township 1US, Range 34E. All of this land is state land
and I might say that this is the first unit agreement that we
know of that comprises all state land. We have filed with the
application for approval of the unit agreement, a copy of the
proposed form agreement. It follows substantially the same
form of unit agreement heretofore used and approved by the Com-
mission in other cases. As I say, this is the first one where
only the state has been involved. Consequently, we have deleted
from that foram, you might say, all provisions with regard to
the joint control of operatiens by the United States and by
the State; and also many of the provisions that relate to
patented or privately-owned lands insasmuch as mo fee lands are
involved. We have also filed with the application as Exhibit
*A* 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 all of it, we believe the unit
agreement approval would give effective control of the whole
structure in the event production is obtained. And it would
be in the interest of conservation and the prevention of waste.
It is proposed under the unit agreement that the unit operator
start a test well for oil and gas and drill it 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 in that
we state the well will be started on or before February lst,
1991. That should be February 10, 1951 and I would like 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 like to eall him and introduce his testimony in
support of the application.

ROBERT E, MURPHY,
having been first duly sworn, testified as follows:

DIRECT EXAMINATION
By lr. Hinkle:
Q. Your name is Robert E. Murphy.
A, It is.
Q. Where do you live, 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 Agreemént?

A, Yes, sir, 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 gradugte geologist or engineer?

A, Yes, sir.

Q. From what school?

A. PFrom the University of Colorado and a graduate of geology.
Q. In what year?

A, I graduated in 1930 and spent three additional years in
graduate work, left school in 1933.

Q. And by whom were you employed after you left 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 éngineers in the Eighth Service Command as engineer
and geologist, and seven years as petroleum geologist in New
Mexico by Magnolia.

Q. Are you familiar with the oil development in New Mexico?
Especially in southeastern New Mexico, Lea County?

A. Yes, sir, I believe I am. 7

Q. And did you prepare the plat; which is 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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A, Yes, sir.

Q. State whether or not, im your opinien, the proposed unit
area will cover all er substantially all of the strueture or
geologieal feature involved,

A. In accordance with our subsurface geologieal and geo-
physical imformation, we believe the area as outlined in tis
unit agreement plat is suffieient:to cover the oil possibilities
that might be present im that partieular étrastare.

Q. State whether er not, in the event produetion is obtained
there, in your opinion, it would give effective control of the
structure, or field, the unit.

A. I believe it would. As outlined, it would give the most
economic and effestive control of the accumulation of fluids
on that particular structure.

Q. The application in this case states in effect that the
unit operator will commence eperations and a test well for oil
. and gas on or before Pebruary 10, 1951 and drill to a depth

of 12,50u feet or a depth sufficient to cut the devonian for-
mation expected to be enecountered at abeut that depth. 8tate
whether or not in your opinion, a well projected to that depth
will tend to test and prove all the fermation, including the
devonian?

A. Yes, sir. In accordance with eur geolegieal information,
I believe 12,50u feet is sufficient to test the preseamtly known
Devonian forasity in that area.
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Q. Mr. Murphy, having read the proposed uanit agreemsnt and
familiar with the eirecumstances, state whether er mot this
agreement would be im the interest of the Conservatioen anmd
prevoﬁtion of waste?

A. I believe that it will. I think the e¢peration of these -
of the drilling units will be conducted in accordance with
the best production practices that are noew being used amnd it
will be done in the most economic manner,

MR, HINKLE: That is all I have unless the Commission
has some questions.

Br Mr. McCormick:
Q. What about ihis 80-acre tract that is unleased at the present
time? How does that fit into the unit agreement?

MR. HINKLE: That will probably be put up for sale. Mr,
Hannett could answer that.

MR, HANNETT: It would be the February 10th sale.

MR, HINKLE: We have no control over that and anybody that
purchases it in the sale will probably be invited to come inteo
the unit. Whether they would er not, we can't answer that -
question.

MR. GRAHAM: You will offer to take it?

MR. HINKLE: That's right.

Q. Have all thi other owners of leases joimed im this appliecation?
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MR, HINKLE: They have not. An invitation has besa
extended to all 1isted on Exhibit B of the propesed appliecation,
which I think comprises the enﬁiro ownership within the ares.
There are two or three individuals in there that own in-
dividual forty~acre $ractzs and it would appear at the present
time that there is geiamg to be diffieulty to get those and,
one or two of them, but I think that when this 1is presented to
the Commission for final approval, we will have a substantial
percentage of the entire unit.

MBR. McCORMICK: I will aak if any of these companies have
Joined in the 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 situationiif a total of
320 acres in the middle of the unit didn't come int 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 it. There might
be a little acreage toward the center, strétogieully located,
that we couldn't possibly get in. But that 1s the case inm
almost every unit suggested. I doa't know of but ome instance
where we had 100£ partieipation in these units. You will
always find a few that will buek up. But I think it can be
operated in such a manner that it will not hart materially

from a conservatioa standpoint,
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MR, MeCORMICK: Do you have any plan for spaeing at this
time?

MR, HINKLE: NO,

MR, SPURRIER: Where will the well be leeated?

A. It was to be indicated on one of those plats. I believe
in the southwest of 22 there in the eorner, no, 1k or 1%,

MR. SPURRIER: Soushwest of 157
A, Let me have a pemeill.

MR. HINKLE: Here 1s one of the plats. Better look at
that,

A. Boutheast of southeast (marks om plat).
MR, NHINKLE: It would be fiyjsubstantially, the center of
the wait ares, vould it not?
A. Yes, sir,
MR, MeCORMICK: That is all I Rave.
A. It is on a Mdcontinent lease as I remember it.
MR. McGORMICK: HEave they jolned with you?
A. Yes, sir, they have consented.

‘MR, HINKLE: De you know what percantage Mideontinent
and Magnolia have?

A. The Land Department hawe that pereentage.

MR, HINKLE: %Yhe Magnelia and Midcentimnen$§zare the largest
owners in the area and both have agreed to this and several
others have indicated thelr willingmess to join. But we do
not anticipate we will be able to get them 100%.
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MR. SPURRIER: Most unit agreements run from 15,000 acres
on up. I wonder why this is so small?

MR, HINKLE:s Because we have confined it to the strueture
as they see it. This 13 a result of a seismographic survey
and had the structure been larger than it 1s as it appesrs te
be, of ecourse, they would have tried to unitize the entire
structure. But, in erder to afford effective comtrol for
operations, we have mecessarily Weomfine It to what they
think is the geologleal feature involved.

MR. SHEPARD: Anyone else have anything? If not, you
will be excused, Mr. Murphy. Thank you, Nr. Hinkle., We will
take up the next case, 247. Mr. Graham, please read the
notice,

(Mr. Graham reads the notiee of publication)

MR, SETH: If the Commission please, I filed a motion
to continue that ustil the February hearing. We are having
difficulties, We have a lot of individual Indian alletments,
We are having trouble getting them signed wp. We would like
a little more time so that we can preseant the unit agreemsnt
with practiecally unanimous agreement on the part of everybdody
interested.

MR, SHEPARD: Without objection, it will be continued
until the February hearing, We will take up Case 248.

(Mr. Grabam reads the notice of publication)

MR, KELLOUGH: My name is Boeth Kellough and I am
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attorney for the Amerada Petroleum Company of Tulsa, Oklahoma.
This is an appliecation by Amerada for an exception to the
eighty~-acre spacing orlier previously entered in the Kaewles
Pool 30 as to authorize the loecation of the well in the eenter
of the northeast of the northwest of S8ection 2, 17 Seuth, 38
Bast, HNow, the eighty-acre unit as created by the spacimg
order, cemprised the N} of the MW of Seetion 2, and Awttada
drilled a dry hole to the Devonian in thg center of the I of
Section 2. That is referred te as the Cooper well., We are
now requesting an order authorizing Amerada to drill a well

in the center of the east half of that unit. Or in other
words, in the center of themertheast 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 1s a letter handed to me by Mr. Spurrier addressed
to him dated Jamuary 22, 1951, signed by Luther Coopef, Nrs.

I. R. R., J. H, Moore, Charles R, Turner. It reads as follows:
"Dear Sir: The undersigned royalty owners to the NW of Section
2, Township 17, South, Range 38 East, Lea County, New Mexico,
wish to respectfully ask your attention to our posif;en in

the matter in Case 248 to be héld in public hearing Janmuary

25, 1951. It is our contenmtion that the 80 acres attributable
to a well drilled in the NE, MW of Section 2 as propesed by
Amerada Petroleum Cerporation should eensist of the nortp half
of the MW of this tract as the Amerada Ceooper No. 1 well on the

25



KWNW of Section 2, encountered the Devonian formatiom, above
the water level for the field. The forty acres in this location
should be included in the proration unit even though the well
wasn't completed as a producer., We would strongly object to
any other proration unit for the proposed well than as stated
above. We will appreciate your consiéeratiea in this matter.®
JORN VEERER,
having been first duly sworn, testified as follows:
RARECT EIANINATIGN
Ry M. Kelleughi
Q. Will you please state your name?
A. John Veeder. _
Q. Where do you live, Mr. Veeder?
A. MNidland, Texas.
Q. What is your profession?
A. I am a geologist.
Q. Do you have a degree in geology?
A, Yes, sir.,
Q. By whom are you employed®?
A. Amerada Petroleum Corporation.
Q. In what capacity?
A, District Geologist,
Q. And how long have yeou been saployed as a geelogist for
Amerada?
A. Thirteen years.
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Q. Now you have previously testified at prier hsarings

in this case in your capacity as a geologist and on geelegical
matters, is that correct?

A, Yes, sir, I have,

Q. I hand you what has been marked Bxhibit A and ask you to
state to the Commission what it is,

A. Exhibit A is a structure map drawn on top of the Devonian
pay in the Knowles field.

Q. HNow, this has been prepared by yom or pursuant to your
direction and contrel, is that right?

A. That is right,

Q. Now, referring to Exhibit A, what do the contour lines
represent?

A. The contour lines represent the structural pesition of
tho}tep of the Devonian pay. 4s I stated before, they are in
& 50 feet interval.

Q. KNow, the numbers below each of the wells as shown in this
exhibit indicate what?

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

Q. How did you determine the top of the Devonian pay to prepare
this map?

A. That was determined by analysis of samples and egres.

Q. This map shows the lecatien of the Cooper dry hele, deesn't
it?

A, That's right.
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Q. That is the center of the NWNW, Section 27
A, That 1is right.
Q. HNow, will you please take your peneil and mark on Exhibit
A the location of the proposed well requested by this appli-
cation?
A. The proposed well would be leocated in the ceanteref the
NE, of the NW} of 8ection 2,
Q. Now, there appears to be a dotied line running diagonal
through the NW of B8ecetion 2, What does that dotted line
represent?
. &+ That would be the most southerly portien that you could
drill a well and antielpate a commereial devomlan producer.
Q. Now, you have marked that "Productive Limit.* Does that
line designate, in your opinion, the productive limit of the
recoverable oil at that particular part of the pool?
A, Yes, sir,

MR, KELLOUGH: We offer in evidence Exhibit A,

MR, SHEPARD: It will be accepted,
Q. Now, Mr, Veeder, I hand you exhibits marked B through F,
inclusive, and ask you to state what those exhibits are.
A. These are Schlumberger electrie logs on the four oil wells
and the one dry hele, the Amerada #l Goapef in the Knowlses
Pool. Those are Sehlumbergers on all the waells on the Knowles
Field, is that right?
A. That is right.



MR. KELLOUGH: We offer Exhibits B through F, inclusive,
in evidence.

MR, SHEPARD: They will be accepted.
Q. Mr. Veeder, I hand you what has been marked Exhibit G and
ask you to state to the Commission what that is,
A, BExhibit G is a data sheet of the wells in the Knowles
Pool.
Q. Nomy, this Exhibit G shows the name and the nmumber of each
well.,
A. That's right.
Q. Reading across the top exhibit, MNext it shows the depth of the
top of the devonian, is that right?
A. That's right,
Q. HNow, then in that connection, there appears two sets of
figures. The left-hand column would be the depth at which the
devonian was encountered, from the surface.
Q. Now, the right-hand column under the heading "Top Devonian*®
with a minus in front of it indicates what?
A. VWould be the subsea datum of the same depth.
Q. You mean by that the depth below sea level?
A. That is right.
Q. The next column entitled "Top of Devoanian Pay?"
A. That is right.
Q. You also have two similar sets of figures, 1s that right?
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4. That would be the same, the dapth to which - the depth

of which - the devonian pay is encouatered and the figures in
parentheses are the subsea datum of that depth. The next
heading is entitled "Devonian Cap."*

Q . Explain what you mean by that celuma.

A. The devonian cap would be that part of the devonian which
would be impervious and would be the section from the top of the
devonian to the top of the devonian pay.

Q. Now, the next column you have is entitled "Devonian
Completion.” What data have you listed under that heading?

A{ We have shown the total depth, the pluggedback depth -

Q. Just a minute, Mr. Veeder, 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-
back depth.

A. That is right.

Q. The next column is what?

A. The next column would be the produeing history of the well,
that would be the oasing, plugback, perforations, epen hole,
acid treatment, gas-eld ratio, and gravity.

Q. And also you show the dates of spudding and the date of
completion? |

A. That is right,

Q. This exhibit contains all that information on all the wells
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in the Knowles Devonian pool, 1s that right?
A. That is right,
MR. KELLOUGH: We offer in evidenece Eyhibit G,
MR, SHEPARD: It will be accepted.
Q. In your opinion, will a well located in the center eof the
HENW of Section 2, being the proposed leecation requested in
this applicatioh, produce oil and in commereial quantities?
A. I believe it will, yes sir.
Q. Now, in your opinion, would a well loeated in the ceater of
the SE of tiwMW¥, to the south, be productive of 01l?
A. DNo, sir.
MR. KELLOUGH: That is all the questions I have froa
Mr. Veeder. We have another witness I can call at this time
and after both have testified, if anybody has any examination,
they can examine them; if you wish to, you may examine Mr.
Veeder now.
MR. SHEPARD: Does anyone have any questions of Mr.
Veeder?
MR, McCORMICK: I will, later,
MR, SHEPARD: You may be excused now and you can call
your next witness.,
MR, KELLOUGH: My only thought is that it might simplify
the answers of both the geologist and the enginser, if after
examination, the gquestions be proposed for eith-r one,
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having been first duly sworn, testified as follows:

Q. Will :on please state your name?

A. R, 8. Christie. |

Q. Where do you live, Mr. Ghristie?

A. I'm from Fort Weeth, Texas.

Q. What is your professiom?

L_. I'm a petrolewm emginesr.

Q. You are a graduate petroleum engineert

A, Yes, sir,

Q. By vhom empleyed?

A. Amsradp Petreiewmm Corporation,

Q. And 1n what eapaeity?

A. Divistén patrolewm engineer.

Q. And how,Jesg have yeu heen employed as a petrolemm engineer
for the Aneréin Pétrelem Corporation?

Q. You have previeusly testified Defore this Commissien @M<
this ease 3n your capacity as s petrolews emginesr. MNr. Christie.
refeiring te EXAIbLt A", would you plesse desigmate the proration
wnit invelved in this appiiestics which was established by »

pricr spacing order. '

A, n-wait vas the noerth half of the atirth '
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west quarter of Section 2.

Q. DNow, in your opimnicn, Mr, Christie, what acreage sheould

be attributable to the proposed well requested ia this application?
By that, I don't mean at this time the number of acres, but please
designate on themp what, in your opinion, should be the acreage
which should constitute the preration wnit for this well?

&, In my opinion, only the produetive limits of the unit

should be included. This would be that area nerth and east of the
dotted line shown on Exhibit A,

Q. I hand you Exhibit A, Would yem please take a penesil and
Mark on EBxhibit A the location of the propesed preration umit you
resommend.

A. JYou want me to draw a line around it?

Q. Yes, draw a lime around it. New, the line which you have
drawn runs along the north line eof Section 2 and then down the
east side of Section 2 until it encounters the dotted line marked
“Production Limits," then it progresses northwesterly along the
dotted line marked "Preduction Limits" to the point of beginning,
so as to constitute what might be described as a ple-shaped wunit,
is that right?

A, Yes, sir,

Q. Have you caleculated the number of acres within that proposed
proration unit?

A. Yes, sir, I have,
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Q. What is the toal mmmber of acres imclwded within that umit?
A. The caleulations are 59.5 acres,

Q. HNow, how much of the 59,5 acres is inslwded within the KB

of the NW of Section 2%

A. 36.1 acres.

Q. And how much is included within the J of ¥ of Sectien 27
A. 15.5 acres. |

Q. And how much is ineluded within the 88, W of Sectien 2%

A. 7.9 acres, “

Q. In your opinion, Mr, Christie, will the proposed well
requested drain all the recoverable oil from that unit?

A. Yes, sir, I think it weuld.

Q. What is your opinion as to the allewable which should be
fixed for this well?

A. Based on the péetnetive area inclwded in the unit in question,
the allowable should be a direct relatiomship on an acresge basis.
For simplicity of ealemlation, it would be 6u/8uth of the top
allowable for an eighty-asere unit, |

Q. In other words, im your opinion, 1t should be that preration
of the top unit allowable which the acreage within this preposed
unit does bear to the tetal?

L. Yes, sir,

Q. Of the regular umi#?

A. Yes, sir, |

Q. Have you caleulated the mumber of barrels per day allowable
which would be authorized under the present current rate based
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uwpon that formuls whieh you recommend?
A, Using 60 acres, that wvould be 3/%ths of the wnit, which
would give &% darrels for a 60-acre mait,

MR, EELLOUGH: That is all,
Q. Mr. Christie, I wmderstand you desire to have parts of
three different &Meru set uwp as the acreage stkridutable
to this well?
A. Yes, sir.
Q. 7That is something that has never deen dene before, isa't it?
A, T am mot sure vhether 1t has ever been deme before.
Q. Dea't you shink that would be s very cemplicated procedure
1f we took 15 acres out of ome forty, amd thirty ont of anether,
nineteen out of another, and said arbitrarily it was an acreage
that was attridbutadble $0 a esrtain well?
A. If the total sixty acres is less than tho unit for that
peol which is 80 aecres, ind since we have done the ealeulation
for yeu, I don't think it 1s very ecompliecated. -
Q. Originally, this was the north half of the nerthwest?
A. Yes, sir. ‘
Q. And you have drilled a well which demonstrated half of
that was unproductive?
A, !.n, sir,
Q. Well, thea, sheuldn't the allewable be eonfined %o the
balance of tha « to the balanee of the produmotive half ef that
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elghty?

A. Well, we still have an area of less than 8U acres and

we know that the northeast corner of the S¥W guarter ef the

KW quarter has production om it. We have ne other way of getiing
it than of drilling a well en the 7.9 aeres. And the only

way to drill that 7.9 acres is to inelude it in the total unmit,
Q. How is the royalty owned in the 1lbu acres? ,

A. The royalty, I believe, is the same as within the entire
tract. I believe there 1; a slight difference in an over-ride.
The over-riding roysities 4affer.

Q. Do you have the data on that that yen could present?

MR, KELLOUGH: If the Commission please, I wish to state
into the record at this time that our records show the royalty
is all of common owmership 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 the west half. Well,
now it is our opinion that the question of the pooling of these
over-rides in the eveant it becomes necessary, is not a proper Qnt-
ter for this hearing. If a proration unit is estadlished, then
the result would be that there will be as to the ever-rides,
two separate tracts owned by different persons. Thea, it is
our intention to atteapt to obtain from those persons an agree-
ment pooling their ewver-ride., If we are unsuccessful in doing
that, of course, the next step im the proeedure would be to
come back before the Commission., That is our position at this
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hearing and ve are seeking the establishment of a prewatioa
unit, New - excuse me -~ that i3 all, '

MR, MoCORMICK: Just wimt would be the peeration wait you
seek?

A, It would be sixty aeres.

Q. I mean what would be the legal descriptien of 1i%?

A. The legal deseription would be thet ares in the NW{ of
Section 2 that is bewnd by the north lims-gh Vs Bj of 'the
east line, and the dotted line indiecatsd as the productive
limits which run diagamelly NW - 8B,

Q. Don't you think it would be a bad precedent to start
setting up units that don't fellow swbdivision lines?

A, Not necessarily, mo sir.

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

A. In New Mexico?

Q. Ay othci' state.

A. There are a number of fleld rules in Texas that provide
that enly productive acreage be eonsidmgred. I am not in a
position to say vhat fields they are, mt they are in the field
rules.

MR. KELLOUGH: May I -

MBR. MeCORMICK:(interrupting) What would happem if you
can't get an agreemamt out of thess over-riding royalty ewnerst
Ao As Mr, Kelleugh pointed out, I think we would have to come
before the Commission and get an agreement to unitise them,
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MR. KELLOUGH: If the Commission please, that is a questiom
of law, and we would probably be required to emforse our rights
under the lav as we sav them if that eentingsmey happens, But,
it is our position t&t it isn't at issue at this particular
hearing. We have me reason of knowimg nov or mo reasen to
believe that they will not agree.

MR. SHEPARD: De you have any reason $¢ believe they will?

MR, KELLOUGH: BNe,

MR. McCORMICK: Who are the over-riding royalty owmers?

MR. XELLOUGH: I am spesking now from memory - I had better
not speak frem memory. We have a schedule in our file; I will
get 1t, Just a minmte, I will get it right now, In this eon-
neetion, I would like te agk Mr, Christie one or two guestions
that wvould help clarify this issue. I den't want te interrupt
Mr. McCormick's examination, But if I oeuld at this time -

MR. BEEPARD: Go ahead,

Rr. Mz, Xallanshi

Q. Mr. Christie, if a well vers lesated in the center of the
NE, Wi of 8ection 2, would it drain the receveradls oil frem
under that part of the wnit lecated in the &8, WY

A. Yes, I believe it would,

Q. Ia yowr epinionm, evuld a coxmercially productive well be
é@rilled to include amly the predustive area vhieh is located in
the88, M?

A. It couldn't be &rilled on the state-wide spacing pattern.

38



It would be outside the limits of production. If you drilled
it on the 7.9 acres rather than within that area, it would

be an uneconomic propositioen.

Q. It would also be an unnecessary well?

A. Yes, sir.

Q. In other werds, if the recoverable oil which lies under SENW
would be recovered by that well, de yom knew of any reason why
that should not be attributable to the well?

A. No, sir, I do not,

Q. 8So that the royalty owners and over-riding royalty owners
in participating in that well would get the credit frem the
recoverable oil whieh vés taken from underneath their tract?

A. Yes, sir,

Q. No, in answer to Mr. McCormick's question, the records in
the Amerada office show that under the W§ of the N} Melvin Neal
and Mary Lois Neal own an 0il payment of 1/16th of 7/8ths from
the W§ of the NW of Section 2 and other lands not involved umtil
$2,827.25 is paid. The reeords in the Amerada effice further
show that W. R. Childers and Alice L. Childers own 1/8 of 8/8ths
under the Ef of the IN of Section 2 until preduetion frea that
land, and other lands other otherwise involved, equals $19.3u8.
So, the title problem is, I again submit, m#t & present issue in
the creation of this pretatien unit, for the royalty ownership
is common among all of the eatire guarter section, There are
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two 0il payments as indicated. One covers the part ia the

west half, the other part in the east half., Now, wunder our view
of the New Mexico law, the over-ridiag remilty or these eil
payments would be and should be apportionable to the parties in
proportion that their interest, whatever it is, bears to the
preration unit. If the oil is all recovered by the well in

the proration unit, we know of no reasen why the parties owning
an interest in that unit should net participate im the preduc-
tion in accordansce with their ownership and furtheramore, know

of no reason why the o0il company should be penalized because
within the proration unit;~there would appear to be two separate
over-rides.

MR. McCORMICK: MNr. Christie, how accurate would you say
these contours are? I mean how cloocli can you guarantee thedir
exact location?

A. I believe that would be a question for lMr. Veeder to answer,
Q. It is still somewhat speculative, isn't 1t?

A. Yes, sir.

Q. It could be two or three, or five hundred fect one way or
the other way, couldn't it?

A. It couldn't be, in my opinien, under the Cooper, KNumber 1.

I don't think it would vary that much,

MR, KELLOUGH: If the Commission pleese, those are geological
quégtions and we would be glad to have Mr. Veeder testify om those
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MR, NeCOANICK: Hov mweh would it cost to drill a
vell to the projected depth?
A Approximately 325 to 350 thousand dollars,
Q How long will it take the vell %o pay out at 320 barrvels a
day?
A Vell, I don't knov, It weuld be just a question - there
isn't teo lomg a payeut,
Q About a year?
A I would have %o do some ealoulating.
Q A% 650 barrels vhich is the present top unit allewable for
an eighty-acre unit, it is six memths or so, isa't it to pay
out?
A It is estimated about that.

M. TELLOUGH: I wish to call amother witmess in
view of this line of examination,

MR, SHEPARD: Of course, Mr. Kellough,

& Yo NLLLIKIK

having been first duly sworn, testified as follows:

B R ERISYG:
Q !um&.c.v.lunm'tﬂa, Oklahema?

Yes, sir,
WYaere are you employed, Mr, Nillikin?
Amerada Potrslcl-k Corperation,

And what 1s yeur capacity?
b1
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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, sir,

Q Now, Mr, Millikin, do you know of any instances wherein
proration units or itllidzillingvunits, or spacing units,
however they may be called, have been created to comp¥ésé:-
other than regular governmental subdivisions.

A Yes, sir, there are some in Oklahoma and some in Louisana,
quite a number in Louisana,

Q Do you know of any which have been created to compare to
the geological boundary limits éf the pool?

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

Q Do you know of any reason why it should not be included
in the proration umit we are requesting?

A I think it is quite reasonable to include it because
certainly that production of 0il under the limits of that
Southeast quarter section, that is, southeast of the northwest,
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clearly indicates that there is some o0il within that area,
And that there is net sufficient oil within that area to
justify the expense of drilling a2 well to it., In order that
this division of 0il and the allocation will be reasonable and
fair and give each owner in the field a reasonable opportunity
to recover his reasonable share of the oil, I think it is
essential that iif.t!lltonsideration as contributory drainage
area to this proposed location,
Q Do you think it would be inequitablo or that it would tend
to deprive the owners in this pool #il'thoir just share of the
oil if you were to eliminate - located in the soathcast-éorthvest?
A I do. |
Q In your opinion will the proration unit as here proposed and
the allowable as here requested protect the gorrelative rights
of the parties in the pool and insure that each party recovers
his fair share of the 0il to which he is entitled?
A I think it will previde that oppertunity;

MR. KELLOUGH: No further questions.
By MR. McCORMICK:
Q Mr. Millikin, how will it protect anyone's correlative rights
to say that the 26 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: (Imterrupting) If the Commission please,
Mr. McCormick refers to 20 or so acres, It is considerably less

than that,
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MR, McCORMICK: He has the map.

THE WITNESS: Yes. I don't think it was the purpose
of the question,

MR. KELLOUGH: I didn't want the Commission to be
misled.

THE WITNESS: I am not clear enough on your question,
Mr. McCormick, to give you a congise 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, yoﬁ want to move into the east half of the 807

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 - o -
Q (Interrupting) “ Foh tam Adlstle M}Aﬂsm_
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in common?

A Whether the lease and royalties are owned in commen wouldn't
change the principdé of it. That is, we are trying to provide
an opportanity for the equitable distribution of the ultimate
recovery oil from this pool allocated to each of the owners in
that pool. Whether all of this lease, that is, both the entire-
let me back.up. Whether all of this northwest corner of the
section is common ownerghip or not wouldn't change the pr1nc1p1é‘
under whlch we are looking at it.

Q The only real difference would be instead of {gatting maybe

a 320 allowable, 1;}5?11 attribute this other acreage to it
you will get a 380 allowable, That is the immediate difference
isn't it? ’ 7

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

Q Instead of getting half of an 80, you would'gct three-fourths
of an 80 allowable. |

A By leaving that out.

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

dry and you drill in the other half you would be entitled to
half an allowablé.

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 all 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 is all I have,
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MR, CAMPBELL: If the Commission plesse, I weuld like
to enter an appearance here. I am Jack N. Campbell of Atwoed,
Milan, and Campbell of Roswell, New Nexieo, I am here on behalf
of Rose Eaves. It appears from Exhibit A that this well, if
drilled, will be a 40 acre offset teo two wells, ome to the
north and one to the east, which are om the aecreage of Rose Eaves,
Thad is correct, ism't it,

THE WITNESS: Yes, |

MR, CANPBELL: We have no objection to the execeptien but
the allowable is rather significant to Rose Eaves because this
well constitutes a 40 acre offset to her two wells, If the
Commission sees fit to adopt the proceedure of setting up a
preration unit hs« on the estimated productive limits and is
satisfied with the productive limets and reduces it percentage
rise, we have no objection, However, im view of the letter
submitted by the reyalty ewners askimg a full preration unit
allowable raﬁ- this well, we would tremendocusly ebject to
allocating a full 80 acre allowable when it was apparent that
probably half of the acreage according to Amerada's estimate,
at least part of the 40 acres to the west, is nonUproductive,
When Mr., Veeder is ealled back to the stand I would like to
ask him a question or two in comnection with the determination
of how much ﬁf that 40 to the west is preductive and hew they
. arrived at that ecomclusion, But as I say, if the Cemmission was to
cut the allowable percentage rise on what they thimk is a proper
base, we ha'ye 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. KELLOUWGH: Do you have any further comments?

MR, MILLIKIN: I think not,

MR, KELLOUGH: 1Is there any further examination of
Mr, Veeder. I have no questions. If yeou geatlemea.wish to

cross examine Mr, Veeder, you may proceed,

CROSS EXAMINATION
By M3. CAMPRELL:
Q Mr. Veeder, I wish you would explain generally, how you
arrived at the poésibléity of what are the west 40 acres
of that 40 acre proration unit wiiéh the well drilled on the
pattern was appatently a dry hole -
A Well, if youauill Pot{ge'on the map our Datum of 8,890
on the Annrada'citiil§d~ﬁo. 1 is a dry hole, I will give
you a history of the well, If 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 is 12,602 which is this figure
of 8,890, we set 5% inch casing at 12,598 which would be
.in the top of the Devenian., That w§11 was acidized at 3,000
gallons and we had - we tested that well for several days.
And after testing it thoroughly we found the well wasn't
commercially productive. Then because of that we know we

cannot go below a minus 8890 to drill a commercial well in
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the Devonian, That is our dash line which is confined to
Section 2. In the northwest quarter of Section 2 we do not
extend that line anyplace else on the map as you notice, That
line conforms with the strike of those contures. We dc have
our other points., We have our poknats én the No. lEaves which
is in Section 35 and have control on the Eaves "ASr: - 1
which is in Section 2 to the east.
Q Well, in your calculation then there is some - there would
be production in a uell/éi%%%e 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 22
A Northwest of northwest of 2?

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

MR, CHRISTIE: 15.5.

MR, CAMPBELL
By MB. McCORMICK: |
Q Are any of the wells in the ih!i!ﬂl!!il making water?

I have no further questions;

A Yes, sir,

Q Which ones?
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A Weil, of course, the #i Rose Eaves is, and I understand the
Hamilton is. I do not know, of course, the producing history
of the wells after they are drilled. That question should be
referred to the engineers.
Q Mr. Christie, could you testify sbeut that, which wells are
making water and about what pertentage? ) “

MR. GIRISTIE: The No. 1 Stella B MiSades was
completed making water and is preducing - N

MR. McCORMICK: You don't have to have just exact
figures, just roughly; ' ‘7

MR, CHRISTIE: I believe it is approximately 20
per cent, |

| MR, McCORMICK: That is the fartherest north well,

MR, CHRISTIE: Yes, sir.

MR. McCORMICK: And can you give us an estimate on
the others? It doesn't have to be the per‘cont.

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
infomtion.

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 if you called on a water drive too much you would
have water comlng, is that true?

MR. CHRISTIE: It would depend on the boundaries
in the pay. If close to the water table you might pull in
water by producing &t too high a rate.

MR. McCORMICK: Do you think that these wells,
the top allowable unit at 640 barrels, is producing that too
heavy?

MR. CHRISTIE: Well, of ¢ourse, they have only been
producing at that rate since the first of the year. And it
is rather a lmltﬂt‘ 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 it is the result of the
resultant increased and the water hasn't qat'gt up to that
rate or whether it is -actually going to cause a rapid drop
in the bottom hole pressure at the increased rate. I think
it will take another month or twe probably before we will
know exactly whether the rate is too high or net.

MR. McCORMICK: The proposed location of this well
would make it lower than the Hamilton No. 1 that is now
making water -

MR, VEEDER: I believe it would be.

MR. McCOBMICX: And your Hamilton No. 1 is now
making water, '
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MR. SHEPARD: Anybody lave any further questions?
If not, the witness will be excused.

MR, KELLOWGH: I wish to make a little statement
though in connection with the evidence.

MR. SHEPARD: You may.

MR, KELLOUGH: That we have requested, it is true,
a proration unit which conforms to the productive limits of
the pool. Now, the witnesses festify that that would protect
the correlative rights of the parties. In that connection
I wish to elaborate a little. 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 if unable to do so, then the Commission
may require that those interest be pooled. Now, so far as
Amerada is concerned, Amerada owns all of the oil and gas
leases involved in this instance. The only effect on Amerada
if could have would be in connection with allowables, And
of course we are very much interested in keeping a close
watch on this allowable ourselveé to be assured that the
reservoir will not be injured. Now, then, as far as the royalty
ownership is concerned, it also makes no difference here
because the royalty ownership is the same. Now, it so happens
as appeared in the record that there are two sepayate reyalty

statutery-: = these are £ |
interest. Now if under your/proceedi he peoling and ‘combining

would be calculated on the percentage of ownership that each

party had in the unit. So that if you exclude the part in
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the southeast of the herthwest,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'amouat than
‘the owner under the tract to the west, would receive a little
more even though the o0il is coming from the tract. So that

the correlative rights are protected by having the proration
unit cover the area from which the oil is actually being
produced. And the witnesses have all testified you couldn't
get a commercial well drilled which would emcompass only the
approximately 7 acres involved & that peint to the dcpth

that these Devonian wells are g:illed aad farthernare, it
would be an unnecessary well mlwm m wistghwhich
it couldn't inasmuch as the evidence, uncontradicted, is

that the well on the northeast of the northwest would drain

it. So that,of course, is a question for the Commission to
decide. But it is our opinion and therefore our recommendation
that to protect the correlative rights of all parties that

the only way it can properly be done is to have the proration
unit to include the preductive area where the oil is coming
from.

It is our request, then, that this Commission permit
us to drill this well which our geologist testified in his
opinion would be a preductive well, amd 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 is in
connection with whether it hasever been done before, Mr.
Millikin testified it has been done in Louisiana and in
Oklahoma. As to the Oklahoma matter, I persenally participated
and the unit was called €arnard unit, which was created to
conform with the geological boundaries, Itl.‘llttl‘ied
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 is that it may happen to be unusual but it 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 qf the Carnard unit, that
covered a structure, but there were two units. The strugture
was dividdd approximately in the middle, and both units followed
the contures. In the case in Louisiana I had specific knowledge
and in one case it 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. KELLOUGH: As a matter ef reserveir mfm.
I would like to ask Mr, Millikin that question., I den't
believe my legal epinion en that matter weuld ba werth
anything? Mr. Nillikin, vhat in your opiniea would be the
‘desirability or effect on the reserveir of a Wo-sere allewable?
MR, MILLIKIN: As far as Amerada is cencerned, I think
that would be perfeetly all right. We cwn all the other
production and I think Amerada would get all the eil there
is from that poel according to eur infermation at this moment,
But I believe to cut the allowable to 40 acres would create
some inequities among other interest in the pool,

MR. SPURRIER: What would be the reaction of Rose
Zaves, Mr. Campbell, to the 40 acre allewable?

. cm: It vould de fine,

MR. MeCOMMICK: The creatien of the drilling wait
doesn't really effeet the legal obligation to pay rmlti;s.
If yeu have rénl—tiu under a partieular 80 and the well 1is
not drilled on that 36 that still “Q’t give you a reyalty,
‘ MR, KELLOGGH: If the Cemmission please, he is asking
a legal questiom, ’

MR, NoCORMICK: That is right, I will withirav frem
Nr. Mi1MKin,, |

CHAIRMAN SERPARD: Any fwrhter questieas,

(ofr tho»~t§nrd.) .

CHAIRMAK SHEPARD: We will stand adjeurned watil 1:30,

-{Noon rooui.)l |

.



CHAIRMAN éHEQQED: The meeting will come to order.
The next case is 249,

MR, HINKLE: For the purpese of the record my 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. It is also a companien case,
that is on yowDocket, No. 251, which is alse by the Amerada
Corpération, and it is an applicationfef a peoling agreement
of two 40 acre tracts, and that case is predicated upon case
249, In other words, it would depend upon the action of the
Commission in 249 as to whether or not ;i;:cegii go ahead with
251. Since the filing of these applications, lastweek there
was a meeting in Washington of the Petroleum Administratorf
for Defense in regard to the allocation of steel pipe and
tubing goods for the purpose of drilling wells in the oil
industry. &M 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 specing. The information that
we have is that the Petroleum Administrator for Defenmnse 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 beth of these cases be continued or postponed
for 90 days until your hearing of April 24th, Now, it is my

understanding that there is no objection to such a postponement
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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 is here and I understand
he will have no objection.

MR. McCORMICK: 1Is that cerrect, Mr. Swarthout?

MR, SWARTHOUT: That is correct.

CHAIRMAN SHEPARD: Without objection, both of these
cases 249 and 25]1 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 hearimy is to include
our State No. 3 in the boundaries of some :idesignated field
or pool, We completed our State No. 3 on November 22 and
at a location about a quarter mile north of the North Iswmesn
‘'Field., And on November 2lst, the Commission by its order
No. 241 - I mean Case No. 24} ~ Order No. R-38, set out an
area known as the North BemmsenPool which consist of the
southwest quarter of section 2 and the southeast quarter
of section 3 and the northegst quarter of section 4, the
northeast quarter‘ef section 10, the northwest quarter of
section 11. Our well is a half mile from the south boundary
of the north ml and we have Bmwught R, E. LeBond
who is our 1....;;E§geologlst and he has prepared a cross
‘section of our leas® and has prepared a conture map of the
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Aerth pertion of the Brwmson pecl upon vhieh I believe the
Cemnission will be able to determine imto wvhieh fleld owr
well should be inelmded, There 1is a possibility that the
Commission may decide it is all ome field, Our well havimng
mumuummtwvmuzﬁumtfh-
upe
B+ 5. LakLOuD,
having been first duly sworn, made the folleving statement:
MR, LeBLOND: This 1is a map of the north part of the

Brunson field and the north Brunsem field, It outlimes owr
two vwells, They are shom in purpla, The mp is cssbured
on the top of the Kllenberger Dolomite, using 100 feot eentowr
intervals, vhieh shows the struscture of the Brunsen Field and
the north Brunson field and including our lease upemn the edges
of the two fields, The edge of the Ellenberger is shown in
orange on the map with appreximate ¢1l and vater edge is shown
in green, I 4o believe this map indieates our well is simply
an extension of the Brunson Field, The wells are similar in
all respests, at lease, geclogieslly speaking, to the wells
in the Brunsen Field,

M2, SPURAIER: You want to offer that as an exhibit?

MR, LeBLQND: Yes, sir.

MR, SPURRIER: It is marked Exhibit A and it will
be accepted,

MR, LeRIGND: We also bave a cress section shewing
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our lease has little bearing on the preblem, but it dees
-indicate the relation of the wells en the lease,

(Marked Exhibit B,)

MBR. HOLLOWAY: This is the subject we have besu speaking
of. This well (indieating on map) was en potemtial yesterday.
It is completed now, It is also in the Ellenberger which is
the Brunson peol, So we have two wells now that nmeed to be
included within some desighated field,

MR, SPURRIER: JYou say yesterday, Nr. Holloway, it was on
potential yesterday.

MR, HOLLOWY; We have scme additional primts of these if the
Commission would like to have theam,

MR, SPURRIER: I think this is sufficient.

MR, McCOBMICK: Where is the location of the second well
you just spoke of?

MR, HOLLOWAY: The second well, It is the 40 acres
immediately west of the No, 3 well.,

MR, SPURRIER: That would be the nerthwest northwest,

MR, LEBLOND: It would be in the northeast northwest
of Section 15, 21 -

MR, HOLLOWAY: The plat shows the morth houndary of the
Brunson and the south boundary ef the north Brunson,

MR. MeCORMICK: In your opimien should all of section 15
be included in the Brunson pool?

MR. LEBLOND: I weuld have to leek at my map just once,
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Well, I believe it should. And maybe pessibly 160 aeres
of the section on the east side that hasn't been preductive,
MR, McCORMICK: You think that is a separate reserveir
from the North Brunson peol? |
MR. LeBLOND: Well, I haven't studied the Nerth Brunson
pool in detail and I wouldn't want to answer that, But they
are very similar, |
CHAIRMAN SHEPARD: Any further questions? If met, yeu
may bes excused. These cases will be taken aninr advisement
and we hope to have the orders out shortly on them. If there
is peshing further we will stand adjourned,

STATE OF HEW MEXICO g
COUNTY OF BERNALILLO )
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I HEREBY CERTIFY that the attached transcript of proceedings
before the 01l Conservation Commission is a true and ecomplete
record thereof to the best of my kmowledge, skill and ability,

DATED AT Albuguerque, New Mexico, this day of
February, 1951,

Tmmiﬁ .
My Commission expires August 4, 1952,
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