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THs MATTER Cr: g
)
Tre application of Wood River Cil and )
Re®'nir - Company, Inc., and the -“ldorado )
Refininz Comipany for compulsory communiti-)
zation of =he SW/L of Section 15, Township)
25 North, Ransze 9 West, Sar Juar County, )
New Mexicoj or, in the alJernatlv , for )
approval of a ron standard zas vreration

i‘iltc

Applicants, in %n= above-styled cause,seek
an order directing and compelling the
followirs named companiass, to whom parti=
cular notice 1s nereby civen, namely:

New Mexico #western (ll and Gas Company
Mercantile National Bank Eldg.,
Dallas, Texas;

Starolind Cil ard Gas Company
Pox 1410

. wWorth, Texas;

5licx Cil and Gas Company, Ltd.
#Milam Buildinz,

San Antonio, Texas;

—

U B e .
anuras was o Lonpar;

I, R TP L NP N L T s RS /p\/vvv-‘.lv\/\/\/vvvvvvvvv\.fvvvvvkzv“

S0 commnnitize or pool tneir rovalty
inter=scs, or ary interest wnich may exiss
ty virtiie of sales agrsemant or f-Ltlva-
tior eameny, 1n the 55/4 Sw/h o Section
16, Tovrship 26 North, Zanme 9 wast, San
suan nuy, MNew Mexice, consistirg o 40
acras, nore or less, pursuant to the terns
of a certain CO“mdrltlZ“TlOu agraznent on
file in tne office of =22 0Oil Conssrvation
Cormmission at Santa Fe, JNew iexico, to
form « COimuth7zpd unit comsistinz of
Su of Section 16, Township 2% Horth,
Gar.ge 9 dest, containing apprrvimately 160
‘ s, more or less, for the gv?pose and
cnilon of ip\eloplﬂ* and pro ucing dry
and liguid nydrocarvons from Ine
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Pictured Z1i:'7s formation; or in the alter-
native, for tre approval of a non- suarjaM

driTl'rj and proration unit
/2 Su/i and Su/L SW/L Se
26

consisting
ction 10,

of
Townsnl

)
)
)
)
-1

Nortr, Ranme 9 West, a total of 120 acres
REFORE:
orcravle oﬂr F.

Jie MACZY:  The next cas=z or =The docxet is Jase
o Co C HAFPIN,
called as a witness, havine been Tirst duly sworr, %estif

follows:

DI250T SXAMINATION
By VR. licHaNNA:
‘& w21l you state your name, pl=ase?
A Cs C. Chapin.
“@ is your positicn with tne wWood miver

Company,wnon understand you

A lianafer of the Troductlorn Dezpartment.
“ A2 you al nera representine the Aliorado Refin
pary ir Lris matter?
& hva M
A i=8, S1lr.
- Ts if, .rus that woodl Hiver 031 ard Relirin:
“".
hold the weriirz rishts orn nie nort: hall of the
and the southwest quarter soutihiwest quartsr of Sechtlon

snip 23 Norsn, Range 9 West
A Yes, they do.
- nan 1s under a State lease?

s
i~

4
4

0il and Refinin

and Sldorado
wWous! hwest qua

in

rtoer

Town-
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| It i3 vour desire, or is it not your desir

Cictured Cliffs well in that soutawast guarter of

& It is true that wvou own the 120 acres in “he south, said

- e o o - Trtt o [ R Y i
soutnwest guarser, bubt vou ars lacking the 40 acres, namely the

quarver of the southeast quarter is owred tv the [ew ilexico 01l

N

iy It is your informatiorn that these L0 acrss are in the
Huerfanog Unin?

A Yes.

- o - [SNN ~ ~ ~ -~ <
< vhereas your 120 acres ars not?
iy 3 ir 3 -

A Thney are nov.

% It 1s your vurpose today to troceed in conformity with ta

rusual rules and to nave an ortholox oooling of 160 acres, is thal

T

9] Tou would like to zsk tiis Commission Ior compulsory comru-

nitizatior of the soutawest guarter, 1s that corracn?
Or in the alternative, trat 1f such 1s not allowed, that
vou we allowsi an unorthodox pooling or rroration unis of 120 acrefs,

comprisins the 120 acres thal you owr, 1s that corr=ct?

« Have you attached to your application a form, communitl-
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zation

~
%

compulsory corrmunitizatior of the southwest guartzr, or ir the

ternat

A Yes, one of the two.
M. JIcFENNAT  That is all.
Any guestions of the witness?
DR.WEBEe  wWilliam G. Webb, revrasentins Wew Mexico Westar
CR0SS ZXAMINATION
By nR. WalZ:
& Mr. Chapin, I believe you stated chat you were familiar

@

Huer‘arce

arresment and operating agreement?

's interest is committed to the Tuerfaro ini-,was Wood Rive

Y=2s, Sir.

-
T

I- 1is your purpos2 nere today to ask ths Zommissior for

ive an urnortrodox location of 120 acres?

And that your acreage is not committed to that unit?

ge of New exico Western is committed?

Assunins for the purpose of the record thnat YNew Mexico

7You saw fit not to do so?
Yes, we didn't want to Jjolr it.

Do vou have any varticular reason for not joining the

HE S
Jnind
wWe Just think we can operate tne properties betier our-

We would like to operate our own properties.

T3
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Aai

thing 1
A
F2

2 Assuning for the vurposes of ths record that Stanolind is
a compatznt operator, it seems to us that it would be much ecasier
fer all partiss conczrrned, for wood River to commit it 120 acres
to the liuerfaro Unit and thereby have a 150 acre location in the
southwest guarter of Section = wuvon wrhich to drill a well.

A w2 Just dont't thinx sc.

] Arz you familiar with zil the terns and provisions of the
duerfano Unit?

A de have then in our rascords at Wichita. I am not familialr
with them., I dont't nhave ther here.

N Are vou Ir “exneral Tamiliar with tha terms of Tederal
Tope 07 Units?

A Vo3,

s] Do vou, of vour owrn rnowledre, kncow whether or not there

15 anv
ggreene

removza

ytning ir here. We want to drill a well, nobodv else has
anv, ae lorn's care now it is done. There is 120 acres
like £» devz=lop.
If vou wart to 4drill 3 well, wouldr't it be simpler to

Arsr't vou requesting the New lMexico Western do the same
era’

naver't done arvythir~, Huerfano Unit hasrtt

the Unit?

fe)

Stanolind Cil and Gas Companv a competert operator?

would say so.

rrovisior ir tne unit agreenent itself, or the unit operating
rt wheraty acreaze wn is orncs committed to a4 urit may be
for causes otner than provad to bLe non-productive?
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A I dont't know.

Q If the Commission saw fit to grant your application for
compulsory pooling in the southwest quarter, would Wood River
assume the obligation and duty of securing all necessary parties
to the communitization?

A . No.

Q Who would perform that duty?

A The owners of the L0 acres.

Q@ Don't you think that is rather burdensome?

A It is your property, you benefit, we don't.

Q Haven't I stated previously that the ready remedy was
available?

A Well, maybe all ready remedies aren't the best.

Q As an alternative to your application to this. Commission
you have stated that you be granted a 120-acre spacing unit com=
prising the north half of the southwest quarter,, and the southwest
quarter of the southwest quarter of Section 16,Ais that correct?

A State it again. I lost track of it there.

Q I believe as an alternative of your application to this
Commission, you requested that if the forced pooling was not
granted, that you be given the opportunity to drill on an unortho-
dox 120 acres in the southwest quarter?

A Yes.

Q Are you familiar with the Statutes of the State of New
Mexico, and the regulation of this Commission upor which such un-
orthodox spacing units are to be granted?

A No.

Q Are you familiar, or have you seen a copy of the notice
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issued by the 0il Conéervation Commission to New lMexico Western Oi]
and Gas Company, Stanolind 0il and Gas Company, Slick 0il and Gas
Company and Zl Pgso Natural Gas Company in this matter?
A No.
Q Were not thHose same four parties the parties named in you}
application to the Commission?
A Yes, I believe so.
Q Wouldn't it appear to you that all working interest owner$
in the Huerfano Unit would be necessary parties to this hearing?
A I don't know.
MR, MACEY: Anyone else?
MR. McKENNA: I have a couple of questions.
RE~-DIRECT EXAMINATION

By MR. McKENNA:

Q Isn't it true that, have you not, before coming to this
Commission, asked the record title ownef of the working hO‘acres
to communitize and pool?

A Yes.

Q@ Isn't it also true that you have asked to work out a trade
for that LO acres with your LO acres over in the southeast quartert
Is that correct?

A Yes.

Q They have refused to do that?

A Yes.

Q It is your purpose here to come in, after making every
effort that you can by virtue of those lines, come here and ask
the Commission for compulsory communitization, or unorthodox -

location?
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A That is right.
Q Isn't it truk that your only purpose is the desire to
drill a well?
A Yes, we want to drill a well on the southwest quarter of
Section 16, Pictured Cliffs Well.
| ©* . -MR. McKENNA: I would like to make a statement to the
Commission that I believe anything conterning this unit agreement
is not applicable to this hearing. We are’ interested only in
trying to drill a well. Wood River and Eldorads have not fommittqﬂ
their"acréége to the init and it is a past matter. ’
Q Is it not true, Mr. Witness, that you have a well in theé
northeast quarter of the same section? |
A Yes, we have one up there.
Q  That is not in the unit either?
A No. - | | ' 1
MR. WEBB: I¥f I could ask one further question. |

RE-CROSS EXAMINATION

H

By MR. WEBB:
" Q The well in‘the northeast quarter, is that on léO'acres,?‘
’Jo‘§ou own the entird 160 acres? :

" A Eldorado and Wood River own it.

“““Q" " The 'same faéts that are applicable to that well are dppli

!
!

L]

SN S o
cable in thig case? SR v :

A Yes.
-7 Q  Are you familiar with the terms and provisions of the
Hierfano Unit Operating Agreement?

N - - o - . 3 ¥ i
‘A We have it at the office. I read it, but I den't remembef
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all the terms of it.
Q Do you know the provisions of that agreement with refer-
ence to the assignment by the parties to it to any outside party?
A No.
MR. WEBB: That is all.
By MR. RHOD®S: |
Q Do I understand you to say that you have L0 acres down in
the southeast quarter?
A Yes, we have 40 in the southeast, southeast of 16.
Is that committed to the unit?
No, sir,
What is the status of this land?

Beg pardon?

O = O e O

Is it State land?
A Yes, it 1s State acreage. New Mexico is the royalty owner.
The State of New Mexico is a royalty owner under Section 16.

MR. RHODES: That is all I have.

MR. MACEY: Anyone else? If this Commission saw fit to
grant you 120-acre proration unit, you would be limited in allowable
in this particular instance to 120, 160, either. That éreates an
odd-shaped proration uhit in the other portion of the south half
of Section 16. 1In order to protect the unit, the Huerfano Unit
‘from drainage, it would probably be necessary for the unit operatorp
to drill a well offsetting your proposed well. Would you have any
objection to the dedication of 200 acres to the offset well to the
east?

A Well, they would get five-fourths of allowable, wouldnt't

they?
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MR. MACEY: 1Including your L40O?
A Our 40 would be in there.

MR. MACEY: Yes, sir.

A Well, now, our LO would get one-fifth of the allowable
then, wouldntt it?

MR. MACEY: Your 40 would get one-fifth of the income froj
the well?

A Yes.

MR. MACEY: I don't know what the operating agreement
states, or how the income from that particular well drilled within
the unit would be spread out. What I am trying to get at is, woul
it be agreeable to the unit operator and to you to allow your well
to have 160 acres dedicated to it, and an offset well have 160
acres dedicated to it? You both own 160 acres in the south half
of the section. ‘

A Yes, it would be all right with us.

MR. MACEY: That way one well wouldn't be getting three=-
fourths of an allowable and the other well getting five-fourths.

A That would be a very good solution. We would be happy to
do that.

MR. MACEY: Any further questions of the witness? If
not the witness may be excused.

(Witness excused.)

MR. MACEY: Mr. Howell?

MR, HOWELL: Ben Howell, representing 51 Paso Natural
Gas Company. Our interest in this particular case is‘that we have
a contract with New Mexico Western under which New Mexico Western

would have the option at a later date, to deliver this acreage to
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us and we are also one of the working interest owners in the

Huerfano Unit. It seems to us that there are probably two or more
alternatives, because this is a problem that we don't know the
answer to, frankly. We would have no objection to the Commission
entering an order communitizing the entire southwest quarter, if
the Commission feels it has the authority to do so, where that 4O
acres is committed to a Federal unit. We would object to the un-
orthodox location which would leave the LO acres withéut the immed
ate possibility of obtaining an allowable.

| If the Commission feels that it does not havé the authority

to issue an order of compulsory communitization, we suggest that
possibly the applicant could obtain the concurrence of all of the
working interest owners in the Huerfano Unit because as an indivi=-
dual working interest owner,we are sure that New Mexico Western
doesn't have the power either to make a change or to agree to the
communitizationy that it does require the concurrence of all the
working interest owners. As one of them, we would be perfectly
willing to do either, but we would not be willing to assume the
fesponsibility of getting the 30 working interest owners into an
agreement. 350, that another alternative suggests itself that the
applicant might possibly join the Herfano Unit and solve the
problem. Wé would havg too, no objection to the ordéf of compulso
communitization if the Commission believes it has that power.

MR. MACEY: Mr. Webb?

MR, WEBB: If the Commission please, in addition to con-
curring with everything that Mr. Howell stated, I want to point
out the provisions of the unit operating agreement which made a

trade of the acreage, which offhand appears to be the most logical

| -
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thing to do. The two LO acre tracts, as far as New Mexico Western
are concerned, cannot be exchanged in view of Sections 20 and 21
of the Unit Operating Agreement, which is on file with the
Commission. Section 20 provides that any assignment of acreage
committed to the unit must be made subject to the unit, so that
would leave Wood River right back to where they started.

Section 21 provides that if a working interest owner seeks to
withdraw any acreage from the unit, the only way it can be with-
drawn, or any way any party can withdraw, is by assigning the acre
to the remaining working interest owners. In other words, if
somebody wants to get out of thé unit they cantt pull the acreage
out, they have to give the acreage to the other working interest
owners. So, the trade of acreage, for all practical purposes,
as far as New Mexico Western is éoncerned, is an impossibility.

As Mr. Howell has stated, we do not know, and we are unwillin
to accept the responsibility of determining whether or not this
Commission, without the concurrence of the Commissioner of Public
Lands, the United States Geological Survey and all other workiﬁg
interest owners, has the authority to grant this communitization.
It is not provided for specifically in the unit agreement, we do
not know whether the power is inherent in the Commission or not.

If Wood River would assume the responsibility of getting all the

other working interest owners to execute a suitable communitizatign

hoe

agreement, we would be willing to go along. As far as attempting [to

commit gll the unit ourselves, we cannot do so.

Further in connectian with the forced pooling of the 120 acre

and 4O acres, we would like to direct the Commissiont's attention Yo

its Order No. 836, issued in Case No. 195 which was the order
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approving the Huerfano Unit. In that order the Commission found
that the Huerfano Unit plan of development was necessary and advis
able for the prevention of waste, protection of correlative rights
and et cetera, all of which is shown by the Commission's Order.
It is our interpretation of the Statutes of the State of New
Mexico, and this Commission's regulations, that the only way
forced pooling can be granted is to find the same things to be
true which it has already found under its Order No. 836. We
believe that an order at this time finding the same thing to be tn
would indeed be an inconsistent order with a prior order of the
Commission.

MR. McKENNA: I would like to make a brief answer to that
I would like to point out/we are not in the unit. We are not sub-
ject to the terms of the unit. We have rights in the matter, too,
and the applicants are here before the Commission for the purpose
of seeking authority in conjunction and in conformity with its
rules for drilling a well.

If the Commission feels as 1f, according to its rules, that

160 acres is necessary, we are here for the compulsory communiti-
zation. If it doesn't think it is necessary, we would like to
have the unorthodox location. As I previously mentioned, I don't
believe that the question of the unit is directly involved here.
We are not members of the unit and it is purely a question of
getting sufficient authority in order to drill our well.

MR, MAC=ZY: Anyoné have anything further in this case?

We will take the case under advisement.

e
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STATE OF NEW MEXICC )
H ss,
COUNTY OF BERNALILLO )

I, ADA DEARNLEY y Court Reporter, do hereby

certify that the foregoing and attached transcript of proceedings
before the New Mexico Oil Conservation Commission at Santa Fe,
New Mexico, is a true and eorrect record to the best of my |
knowledge, skill and ability,

IN WITNESS WHEREOF I have affixed my hand and notarial
seal this 20th day of _ March , 1958,

D) D,

Notary Public, Court Reportér

My Commission Expires:

June 19, 1955




