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) BRefore The

OIL CONSERVATION COMMISSION
Santa Fe,; New Mexlico
November 21, 1955

IN THE MATTER OF:

Application of J. C., Williamson for an
order approving a non-standsard drilling
and proration unit consisting of N/2
NE/4 Section 24, Township 17 South,
Range 38 BEast, in the South Xnowles-
Devonlan Pool, Lea County, New HMexico,

. L3 L3 L] . . [} . . . . . » L] [} . . - L] L] .

Case No, 981

Nt N Nt s s sl Nt “us? “vart gyt

BEFORE s

vVarren W. Mankin, Examiner

THEANSCRIPT OF HEARING

HEARING EXAMINER MANKIN: The hearing will come to order.
Case 981 is the only case on the docket today. Will all the
wiltnesses that are going to testify in this case stand and be
sworn? Proceed, | |

MR, KELILAHIN: J, C. Kellahin, representing J, C. William-
son, the applicant in the case before the Commission., If the
Commission please, this is an apvlication for approval of a
non-standard unit in the South Knowles-Devonian 01l Pool, It
is brought in order that there can be a compliance with the
rule of the Commission entered under Order No. R-638-B, and as
a preface to the presentation of our case, 1 would like to say
that 1t is the intent of the applicant to seek the approval of
this merely as a conpliance of the rules as they now exist,
without in any way committing thémselves as to a position on thes

spacing winich 18 now iu effect or may be in effect on this pool
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in the future, The first witness wlll be Mr., Williamson.

I, C. WILLIAMSOU,

called as a wiltnees,; having first been duly sworn, testifled

as follows!

RIRRCT TEXAMINATION

By MR, KELLAHIN:

Q. Will you state your name, vlease?
As - d, C. Willismson,

2. Are you the applicant irn Case 981, now before the
Comumisslion?

A, Yes sir.

Qe Mr. Willlamson, are you famlliar with the application?

A, Yes sir,

Q. In which youn are seeking approval of a proration unit
consisting of the KN/2 NE/B, Section 24, Township 17 South, Range
38 East, is that correct?

A, Yes sir., This is Exhibit No. 1.

O, Exhibit Vo, 1?7 What does that show, Mr, wilxiamson?

A, That\just shows the location from a land viewpolnt
of the 80 acres that we own.,

@. How 1z that shown on the Exhibit?

A. In red,
Jo And is there a well located on that?

A, Yes, there is a2 well drilling on it at the present

time .

S
1]

Can you tell us what the present status of that well is?

A, Tt is epproximately 1,200 feet deep.
Q. DMNow, what 1is the ownershin of that screage, Mr, William-

son? 1In the first place, what is the royalty ownership?



A N 2 R g
LI TN e g 3

A, The royvalty owrership is common under the whole NE/L.

e And is Lt fee 1nand?

€N

. Yez, it 1s fee l1ang,

Qe Whatris the owrership on the working interest?

A. The working interest is at pfesent owned one-half by
me and one-half by Mr. Hayford and Mr. Rankin.

de And how did you acquire that, Mr, Willlamson?

A, With a farwmout agreement from the Amerada,

‘ Q. 1Is there asnything in that farmout agreemént which
would affect the formation of a unit other than the one which
you are proposing?

A, Yes, DNow, Mr. Hammond owns the other part of the lease
in the E/2 of Section 24, On our part, we acquired it a 1ittle
later than Mr, Hammond--considerably later, The Amerada retalned

8 straight 1/8th of 8/8tns override, with the provision that

when we had recovered our expenses for drilling and equipning and

_producing the well, that they are to come back in for a 1/4th

working interest, and their 1/8th is to go away at the time, but
they come back in for just a full 1/4th working Interest,

Q3. Under the terms of that agreement, whal would be the
effect, then, i1f you have to pool with the S/2 NE/4, Mr, William-
son?

A, W%Well, in this farmout agreement, 1t states that Lf
this acreage is forced into nooling with any other acreage, that
Amerada gets their 1/8th anyway, and that the 1/4th reversionary
stands as stated in the farmout agreement., YNow, if we were
forced into unitizing with Mr, Hammond, who hes only 1/16th on
his, 31t would result In--1if the well produced at all-~it would

result in something like the--well, it would be approximately




this: These figures that 1 sam golng tn five are just the tenths,

They left off half of bavrrels srd things like that,

]

. Are those figures basad on the assumption that a well
completed In that area would make 1ts full allowable?

A. Yes. And the allowable at the present time is 150
barre]s a day 1n the pool, and these filfures naecesssrily have to
be based on 150 barrels a day, thirty days. ?his is the way 1t
would be 1f we werc granted the unit: Total production would be.
épproximately 4,500 barrels a month, of which a 1/8th royalty
would be 562.5 barrels, and the Amerada's 1/8th would be 562.5
barrels; Williamson, Hayford and Hankin's 6/8ths interest would
glve us 3,375 barrels a month., How Lf we were forced into a
unit, North-Scuth unit, of the 4,500 or total 8/8ths, Amerads
would still get their 1/8th or 562 barrels; the royalty owners
would get thelr 1/8th, of course, 562.5 barrels., Hammond and
Warren, having only 1/16th, and the basis which they had proposed
to unitize, they would get 1,828 barrels, approximately, and we
would get--hsving to continue to pay our 1/8th, which would make
Hammond and Warren pay 1/32nd, us pvay 3/32nds--we would then
have 11/32nds interest to Hammond and Yarren's 13/32nds interest--
we would get only 1,547 barrels, Now, that's until psy-back.

If the well paild vretty well and d1id pay back, of the total pro-
duction the royalty owner would get, as usual, 562.5 barrels.
Hammond and YWarren would then come in for J4/32nds, which would
be 1,968.7 barrels; Amerada would come in for their 1/4th, which
would be 7/32nds or 984,3 barrels; Willismson, Hayford and
Rankin, who are drilling the well, would come in for 7/32nds,

which would bhe 984 barrels, Now, this against--1f we are

granted the unit and take the risk on drilling the well, we




would get, after pay-~back and after giving Amerada their 1/kth

reversionary, 2,973 barrels, if we were granted the unit, If

we are not, all we have got out of it is 984.3, under the ovre-
sent set up. Now, that glves Hammond and YWarren quite an advan-
tage in our unit, which rightfully belongs to us, through the
farmout, and through risk of drilliing the well, which we have
already started, which is going ahead.

Q. Wnat is the well you are drilling? What Js the de-
signation of it, Mr, Willilamson?

As The name?

Qs Yes sir.

A. It is the Williamson No. 1 Amerads Hardin.

Qe And 1s that in anﬂorthodox location according to
pool rules of the South Knowles—Devonlén Pool?

A, Yes, 1t has been approved by the Commission, It is
1,980 from the Fast and 660 from the North.

Q. Do you have anything you care to add to your testimony?
Y | A. Not al the present time,
- Q. That's sll.
HEARIMNG EXAMINER MANKIN: Are there any other questlions

to the witness?

CROSS EXAMINATION

By MR, GURLEY:

X

2. One question, Mr. Willlamson. At the time you made

this farmout agreement with Amerada, you knew, 4did you not,

%, that these particular pool rules were in effect? That 1s, that
: it was an Fast-Yegst development, and thst you knew you were
faking a chance? That there had not been any other exceptions

made to the Bast-YWest division?




A, T didn't know about those rules at the tlme I took
Lt, Now, T weni up on MYonday and talked to the Commission in
Hobbs and found out the detalls. I understood that there had
been some rules, but T didn't know what they were, and they didn't

get down to the Commisslon, If I remember right, Mr. Bileder told

me, I think, that they sarrived on Friday, and 1 went in there

and at the time ssked for a 330 location from the North line,

and he sald, "I might have grarted thls on Friday, but this 1is
Monday and we have received the rules.," At that time I had al-
ready taken the farmout from the Amerada, T would say this:

That I was aware that some changes had been made in this particu-
lar pool from the repular New Mexico rules, but I wasn't aware

of what they were,

Q. Now, when did you take this farmout?

A. I took that-.well, T don't remember the dates exactly,
but 1t was-~--T kriow that the actual rules didn't arrive until
Friday there, and I took the--I believe it was on Thursday before
the rules arrived down at Hobbs. On whatever day they arrived
at Hobbs, I took it the dasy before. How, I wasn't aware, and
of course that is probsbly my fault, of what Hamnond and VWarren
had presented to the Comuission., I wasn't aware of what had
gone on up at Ssnta Fe st the time,

Qe Well, I'd like to ask you 2 guesbtion here, sir, You
knew--~had you been interested for some time in tsklng this farm-
out?

A, No sir, The fact is, I didn't think the farmout was
very good until about Thursday of that week, which I cannot re-
member exactly the dates of 1t there, aﬁd when I was called by

Amerada, 2nd I went up to their department and got consliderables
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informatior and they asked me to bld on the property, and I dld.

I bid the highest bid and recelved the farmout, Everything changed,

of course, when the Holloway No. 2 came in high and produced,
These prospects can change In a minute, you know, whenever you
hit one high,

Qs Had you actually vecelved the farmout or sloned an

agreement for farmout before or after the effectlve date of this

case?

A, Well, T actually received it afterward, but I didn't
know the details of the case until I had already made the agree-~
ment, Now, down in Texas, ve do things a lot by just simply ver-
bal agreement, I told the Amerada T would take it, They said,
"You have 1t," UMNow then, it 1s usually about a week or perhaps
tvio weeks before the actual instruments are signed; but down
there, it 1is justvpretty close to an unwritten lasw that when you
83y you'll take things, you have themn, and you are more or less
morally bound to go right ahead, I don't recall the exact date
that the Amerada sent it out, but those are the detalls as to my
knowledge of what had gone on at the Commission up here. I did
know-~we called Mr, Macey and talked to him; I believe it was--~
I don't remember exactly what day it was, but it was after 1 had
taken the farmout and we found out that they were coming down to
Hobbs. Frankly, I went up there Monday with the lidea of perhaps
getting my application in before the papers arrived, but Mr,
Rieder said that they had been notified and that they went into
effect, and that he couldn't approve it at the present time for
a2 330 loczation up to the north.

9. At the time you actually signed the farmout, yvou

didn't know the rule was In effect on the BEast-YWest?
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A, The actual sligning of the farmout 1ls qulte an anti-
climax down there in our dealing., At the time that I said I would
take i1t, I didn't know that you had to have an Rast-Yest 80, T

knew that 1t wes 80's,

Q. Of course, in itew Mexico the rule is in real property
the agreement must be signed; that's when--

A, At the time that I signed it, T did know that it was
required to be North-South, but that was some ten days later,

whenever the lstter arrived,

i

MR, NUTTER: What date was that you sisned the contract,
Mr. Williamson?

A, I believe it was--well, those dstes I don't know, I
unfortunately left the instruments at home, but I do know that
the letter got lost in the mall with the Amerada, and it was
slgned ten days after the agreement wes wmade, or sven longer than
that, because we went over and made a search of the mail box and
found it in another company's box, where it had been for five days,
and they come out of the head office a lot, and this one did, and
it had a teﬁ-day provision in 1t, and the ten days had just about
expired before it finally reached me, Those are things that just
happen down there, and they don't mske any real difference, be-
cause wnen you say you take one, and if you Jjust skip them, that
is a breacn of agréement,

Q2+ Is that the agreement that you have thare?

A. MNo. Unfortunately, I left the agreement at home, but
I can send you a coby of\lt as soon as I get back,

Z. I wlll appreclate it.

A, T will be plad to do so.
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Ge  One other thing, At the time that you signed the
agreement, wasn't Amerada aware, or was there any dilscussion at
that time of the fact that you were in this vool under this order?

A, Yes, but Amerada didn't give me the detalls of that,

I didn't even know to ask at the time that T took it. Now, I

belleve that it was stated here a2 while back that Amerads said
that they acqulesced in this agreement. They dldn't, I don't
believe that you will find that to be the truth. Amerada knew
something about 1t, but they didn't agree to 1it,

Q. They dildn't aprear df record and msake any protest to 1t?

A. No. They had a listener, Y understand, but they didnt't
agree to it nor they didn't vrotest, but they certainly didn't
agree to it at the time,

HEARING EXAMINER-MANKIN: Are. there any other questlons of
this witness?

By MR, NUTTER:

Q. I would like to review once more the detalls of this
contract, MNow 1is it correct when I say that if your proration

unit runs East and West, Amerada retains 1/8th royslty interest

untii the well is paid out?

A, Yes.

Q. And then when the well is paid out, they get a 1/bth

working interest?
A, Yes sir.

Ge And Af the nroration unit is bas=d on a Morth-South

proration unif, what is the deal there?
A, They still get the same thing., There's a provision in
thelr letter that they still get the same thing. It simply doubles

our override and 1t actually doubles the working interest, if you
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can figure 3t that way., I mean, if 1t runs North and South,

Hamunond comes in for their half without the 1/4th reversionary,
while we woéid stil)l have to give our 1/bkth reverslonary; we'td
lose a half interest and finally end up with a 1/4th working in-
terest, Amerada 1/4th working interest, ahd Hammond and UWarren

a half workling interest,

. Of coursé, if Lt were drilled that way, Hammond and

Warren would help to drill the well,

A, Well, they have offered to so so, vesi bubt they haven't

offered to do so on the same terms that we have got 1t here, Ve
are not anxious to unitize and don't want to unitize, and we
haven't talked of unitization with them, but they haven't also
offered to unitize on the basis that we have it on either, They

want to unitize it on the basis of their 1/16th

2. The fact remalns that 1f you had a Horth-South proration

unit, half the acreage would belong to Hammond and Warren.

A, Yes,

Qe They would get half of the production of the well?

A. Yes,

Q. It 1s reasonable to assume any contract you would sign
with them for unitization of thc W/2 NE/4L woﬁld also eall for
their sharing the cost of the well,

A. Well, yes., They would have‘to share thelir cost of the
well, but not theilr cost of the--take their nart of the override
or reversionary interest, which isn't on their part of the lease,

Q. Your contract with Amerada is the same, regardless of

whether your prorationing goes Hast and West or MNorthk and South?

A, Yes, that's the way the contract reads, And the pvay

" back 18 when wetve actually got our expenses back, or 250,000,
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If the well should cost as much as Hammond and VWarrern say it costs,

which they clalm they cost as much as 5300,000, Amerads Yias sotb

our ray-back at no wore -than 250,900,

2. Another thing; when you made this oral agreement with
Amerads to take the farmout, did you-go to Amerada's offlice to do
that, or what did you do?

A, Vell, down there everything is pretty informali. I did
go over and sit down in the office, Mr, Hayford ard I, and make
the deal right across the table with the Amerada land man, Mr.
Cornwall, and we made that deal just--that's where the deal was
made, I mean, you don‘t--

Q. Vhat was the date of that visit to the Amerada office?

A, T don't remember the date of 1t, exactly, -I can figure
that out and give you the detalls, If I had been aware that I
would have been asked that, I would have figured it out in detsill,
but it was-~-the day I made the Geal was on elther Thursday or
rriday before I appeared up at the Commission on Monday and found
out all the detsils from Mr. Rieder,

By M. GURLEY

~,

Qe If that's the case then, sir, if it was on Thursdsy or
Friday before you appeared on Monday, and Mr, Rieder had already
recelved the order that this hearing had been had some time before--

A, Yesg sir.

-~

2« The order would have been written at the time that you
made the agreement--the inltial agreement--not Jjust when you signed
it, is that correct?

A, Yes,

Ze  And do you remember whether or not there was any dis-

cussion at that time of tre fzct that ithis was not included in




trhls pool under this order?

A, Yes, 7The Amerada landé man sald, "NQW this thirg has
been>set up on 80 acre locations, as I understand."

G. D13 he tell you on an East-West basis?

A., Mo, he didn't, i didntt hear anythirg of an East-West
basis until‘l arrived in Hobbs the follo&ing Monday. |

Z. But you knew that the possiblility was that 1t could
have beern on an East-lWest basis?

A, Vell, I never thought of it, You know, this is the
first thing like this that has haprened in Lea County. Usually-
Lea County is--I mesan New Mexlco, is well, it 1is regarded as one
of the easlest States to overate in as far as rules and things
they have 1laid down, You can even drill 330's, and more or less--~
there's no great deal of restricﬁions, and having been down in
the country for--in the Midland district for--I thirk I've been
there elghteen years this makes, and operated under the regular
rules, I was taken quite unaware that these rules had been lald
out and detailed from this pool, and I thought I could drill even
a 330 location, ard I asked the Amerada that--if it was all right
with them 1if I could érill a 330 location. They said, "Yes, 1t
is, as far as we're concerned.,"
| G. One other question, As far as the avplication is con-
cerned, you state in there that there 1s evidence showing that
the S/2 of this XE/& is unproductive, What evidence to you have
in this regard?

A, Well, T would 1like to bring another witness to the
stand on that, sir,

IBARING EXAMIUER MANKIY: Any other questions?

By MR. KELLAETN:
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3. 1 wouléd like to ask a couvle here, 1n view of the
testimony that has been brought out, Mr. Williamson, were you
aware of the fact that the South Knowles-Devorian Pool had been

under 80 acre spacing vrior to the entry of Order LE-628-B, that

belng the last Order that was entered?

A, The ouly time that my attention was called to it beilng
80 acres, 1s at the time of discussion with bLhe Amerada un there.
ow, we can do things pretty fast, We didn't know anything about
the change in the valuation of the acreage until--1t was eilther
Thursday afternoon or Friday--that we did the dealling, and I be-
lieve we accepnted that on Friday, wasn't it, Mr. Hayford?

MR. HAYFORD: Thursday or Friday, I dont remember--

A, T don't remamber those detalls there, and when we
decided we could take one, vwe could take it rathéer quick—-ten‘
minutes. It happens, though, the Amerads officials werce down in
Midland and that's one reason that it went by so fast. After our
attention had bean called to the new geological data, I bellieve
it was only a matter of four hours, or three hours, or something
like that, until we had agreed to take it on that basis., Now,
let me tell you that I knew about the 80 acres, but I didn't knowu
About it until that afternoon, but before I said I would take 1it,
I knew about 1t, but I didn't know about the fact that you had to
have 1t North-South, Now, of course, the State has beén selling
East-West 80's and North~South 80's and LO's and everything, and
I wasn't awere of proceedings before the Conservation Commission
as far as the South Knowles Pool was concerned, nutting these
restrictions on, In fact, T got--

By _lMB, GURLEY:

5. One other auestion, sir, low, hsd you been constdering




this farmout from Amarada for any length of time? Or, in other
words, did you have any idea that you might take 1t? Had they

offered 1t to vou vrior to the time that you discussed it with

the land man at this particular Thursdsy or Friday?

A. At the time the Davis No. 2 was drilled, which is in
the South and #ast of Sectlion 13, Amerada offered this farmout
around the town, T lookeé zt it at the time, which was conside
ably before this--oh, 1t must hsave been, I imagine, six months.
It didn't look goﬁd; I didn't consider it very muchq’but I knew
1t was there, T called them and told them T wasn't interested
it the farmout.

Q. When were you next contscted on the farmout, sir?

A. That afternoon of Thursday or Friday that we have
been speaking about; and I can give you those exact dates by
going back to--

Q. You were contacted on the same day? Thatts the firs
that you--- .
A, Yes sir; Oh, yes sir,

By VR, NUTTER:

Q. And that was immediately after that Hollomsn to. 2
vas brought in?

A. Yes, That's the only way that we could make any hes
way agalilnst most of the comnanies, 1s by qguick decislions, and w
make those qulclt decisions., It seems a little strange to you,
perhaps, sir, that 1t could be made within hours, is that right

G. lNo, I can understand that.

A, Tt can be-=-in the vway ve operate, it doss, They are
made in hours, and that isr't unusual to make one that avick,

By Mi., KELLAHIN:
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Q. Just one thing to sbralghten thls oubt, Mr. Williamson,

Were you aware of a Commission rule requiring Bast and VYest

. 80's as a standard unit in the South Knowles at the time you

took this farmoutb?

A. Mo sir, but I was aware that they had split it un
in 80's tentatively.

Qe Correotion,-please. I would-  like the Examiner to
take note of the various orders that have heretofore been entered
in Case 819 in connection with the snscing and proration units.
I don't have those rules with me, but T think that the record
will show that the first order entered, being Order No. R-638,
vwhich created 80 acre drilling vroration units without anv de-
signattion as to whether they are East~West or North-South,
that by Order 638-A, the Commission, on Jure 22nd---

HEARING BEXAMIVER MANKIN: I believe you'll find, Mr,
Kellahin, that 638 and 639 were-~-~

MR. KELLAHIN: Then 638 reopened the application and
638-B created the units, That's all I have,

‘HEARING EXAMINER MANKIN: Any other questions of the
witness? If not, the witness may be excused,

MR. KELLAHIN: %e offer in evidence Applicant's BExhibit
No. 1.

HEARING EXAMINER MANKIN:. Is there any objlectlon to enter-
ing Exhibit No. 1 for the Apnlicant as evidence? If mnot, it
will be so entered, |

MR. KELLAHI¥: I would 1like to c¢sll Mr. Hayford.

FPAYK_S,. HAYFORD,

called as a witness, having first been duly sworn, testifled

as follows:
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DIRECT SXAMINATION

Q. Will you state your name, nlease?

A, Frank S, Hayford.

Q. Mr. Hayford, are you commected or assoclated with
Mr, Williamson 1n the operations of the South Knowles-Devonian
Pool?

A, Yes, I am,

2, What is that ralationshin?

A, We are vartners. I am owner of 1/tth interest in
g of the well,

Q. Mr., Hayford, wﬁat is your bprofession?

A, I am sn independent geblogist.

Q. Have you ever testified before this Commission?
A, No, I haven't,

. UWhat qualifications do you have as a geologist?

A. T graduated in 1947 with a Master's Degree in geo-
logy, having gotten my Pachelor's in 1946 from Colorado College,
I went to work for Ameradsa Petroleum Company as a geologlst,

I worked for them for'two and a half vears, at which time I
vent 1ndependen£, and have been Iindependent in this area for
approximately the last six years,

7. You hold a Masﬁer's Degree, did you say?

A, Yes,

M. KEZLLAHIN: Are the witness;s aualifications accept-
able to the Commission?.

HEARING FEXAMIWNSER MAMKIW: One other thing; you have
worked ﬁhe tew Mexico area?

A, Yes, I have,.




HEARTMN SXAMTINRR MANKTMN: Tn 2ddition to West Texas?

A, Yes, 7T have,

HEARING SXAMIVER MANKIN Yes, they are,

e Now, Mr, Hayford, do Yyou have gy Exhibit showing
the contours of this ares?

A. T woula like to rirst bring back an exhibit that
appeared before the Comriission at the 1asg hearing in regard to
a fequest made by us fopr a 330 location, an EXhibit used by
Mr. Hammong, This Exhibit represents g contour map in case
819, This map was shown by a geologist for Mr. Hammond, hig
district geologist for Hest TPexas-Ney Mexico area, Mr, Elliott,
and representsg a geological opinion, ather than mine, as to the
structure in the area, The map plainly shows on the basis of
the water table establisheq by ¥r, Hammond in the field by
wells making water, or his, the northern part of the fielqs,
datum of 8,530 as he has stataa 1t, shows that the AcCraage
owned by him, south of our lease, to he below the water table,
a8 you can see by Projecting 1t; yvour 8,550 contour goes into
theirs ana your 8,530 woula hit-approximately a little more
; than haif Way between the two fontours, which would be 8, 550
and 8,500, The loecation would he approximately here, 1n other
Words-- | |

T When you Say "here', wnat do You mesn?

A, On the minus 8,550 contour, In other Words, the

location on the present psol Set up wonlg force them to drill

a dry hole down there 1f 1t were to be drilled; on the other

hand, the 3p acres owned by us would appear to he productive

execept the Southeagt APproximate 30 acres, Ita say,
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Q. Have you vrenared contours--before we go to that,
T would like to ash that the Examiner take note of the testimony
offered by Andy Elliott in behalf of Warren and Hammond in Case
819, in comrectior with this FExhibit, since it was prepared by
him and offered by him to prove .the same 1ldentical point we
are showing here. Have you prepared an Exhlblt showlng contours
that you have determined, Mr., Hayford?

A. Yes,

Q. ©xhibit No, 2, lMr., Hayford, what does that show?

A._ Referring to Exhibit No. 3, this is my interpretation.
of the pool structure as T see 1t, and varies in some respect
to that of Mr. Hamwmond.

2. VWhat have you contoured the structure on?

A. The bvasis of the contours is the top of the Devon-
lan, It is contoured on a twenty-five foot interval,

Q. What does that show in regard to the structure 1in
the area of the vroposed unit?

A. Tt shows the 80 acres in question here as being
productive down to the possibility of the last five acres 1in
the southeast corner of the 80 acres, to be below the water,
but no more than that; the water is shown in red.

Q. At what contour interval is your waoter-oil contact

showun?

A, Y have used the contour interval of an 8,530 for

the reason that while there is a vossibility that the water

table 1s lower, on the basis of the Number 2 Federal Davis, a
rrudent operator in the area would have to usc 8,530, consider-
ing his risks, due to the fact that there are wells in the

field producing water at an 8,530 datum, You covld not nrudently
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draw any water contact any lower than thst and accent the visk

invoived at a test of some 12,000 feet.

0

R+ On the basis of your informatlon as shown by Exhibit
o, 2, in your opinion would the S/2 NE/U of Section 24 be pro-
ductive of o01l?

A, No, it would not.

2. Would the N/2 NE/4 be productive?
A. Yecs, this half should be productive and efficlently

have an 80 acres to drain,

Q. Could you tell the Examiner just briefly the source

of your lnformation whereby you arrived at those contours?

A. VWell, the basis for wmy datums are thée Schlumberger

tops which I picked in the area, and my interpretation of the
possibility of some separatign in the middle of the structures
ls due to the fact that there seems to be some slight difference
in the character of the reservolr in the two wiells so drilled
in the South part of the field,

Q. UYas that plat prepared by you, Nr. Hayford?

A, Yes, it was,

N

G+ Have you made eny study of drailnage vatterns on

the basls of 80 acres?

A. Yes, I hnave,

3. Is there anything you want to add in connection

with Exhibit Mo. 37

A, No, I think it sveaks for 1tself,
By HEARTNG EXAMIGER MANKIN:

O

+« Before you go on to another Exhibit, I want to ask

a question, Mr, Hayford, You indicate an oll-watcr cortiact

surrounding completely the known reservoir st the present time,
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whether 1% be two separate structures combired as one or what
It might be., Vhat was the basis for your picking the oll-water
cenbtact as you éid? Are you using the same oil-water contact
as Mr, Z1l1lott used, or aig vou make further interpretaztion
of 117

A, llo, as I polilnted out, I felt as though any operator
that was going to take the risk of drilling a test there would
have to assume that he wsas not goling to get oil below the dabtun
of wells in the fleld making water., There are wells 1n this
field owned by Hammond apd WYarren which are making water at a
datum slightly above a wminus 8,530. That was the reason for
picking 8,530 as a water table. There ls the possibility that
the water table may be a l1little bit different, but when you
have pnool wells making water zt a certain datum, a prudent
bperator doesn't feel Inclined to dlg deeper than that, I do
not believe, or to count on 3“¥§Elﬂ§ further extenslion of the
productivity below that datum,

2. Do you feel that this is a common water drive in
the fleld or even capsble of determining whether this is a2
bottom water drive, edge water drive, or what 1t wmight be?

A, Well, a study of the fleld in that regard is going
to be added consicderably to thre present driiling of wells
there and the histories on production as it comes up. There
is some indication at present that at least vart of thé field
1s =2 botiom hole water drive, since from testimony I have
read concerning Mr. Hammond's engineer, the wells in the North
prart may have coned some water, I belleve this: In my oninlon--

you zsked for it, of course-~the fleld is vrahably both an edge




water drive and a bottom hole drive, with the biggest influence
coming on an edge water drive, T state this becsuse of ay ex-
verience with other Devonian fields similar to this,

i ‘ 2e The reason T asked that, I neticed you nulled your

‘. structure~-the oil water contact--you nulled it a way further
and sharnly to the North, as you go from Section 24 to Section
13, which 1s quite a great difference as to what iir. Elliott
showed on that, Thatl's the reason I asked that qguestion.
Whether it was an edpe drive or bottom drive or a combination

of both,

A, Perhaps you have reference to the West side of Mr,
Elllottts man?
: Qe Well, T nave particular reference to the West side
f < as you have‘drawn your oll-water contact going from Section 24
up toward 13-—no,4on the Fast side, going Morth, as compared
to his oil-water contact, which ran nretty much in a Southwest

Northeast direction, whereas you go vretty nearly North from

your oll-water contact, I didn't Xnow that you had any addi-

tional points to draw that on,

A, No, T haven't, I think that's more a matter of in-

terpretation. My actual opinion of the field is that it runs
a lilttle more MNorth-South, T believe, than Mr, Elllott shows,

By MB, KELIAHINS

2. M¥r, Hayford, referring to Exnibit No., 4, what does

that show?

A. Exhibit No. & is 2 map showing an 50 acre theoretical
drainage nattern in the Jones Hunch field in Yoakum and Gaines
Counties in Texas,

2. Was that map prenared by you?
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A, Yes, 1t vas,

2« In the Jones Ranch field, what i1s the condition
arisire in that field?

A, This Js a Devonian vroducing field, o»roducing from
the Devonian Formatioﬁ, and 1s very similar in mature to the

South Knowles-Devonian, Incidentally, this field, while

[
ot
[y
(5]

in Texas, is only approximately ten miles from the South Knowles-~

-~

Devonian,

Qe What do the yellow circles on the map show, Yr,
Hayford?

A, FEach yellow circle revresents 80 acres in a circular
circumference around the well, and represents the theoretical
area each well would draimn, should the well be capable of drain-
ing 80 acres, which 1s presumed, The pnoint of 1ntérest I want
to bring up in this particular example of 80 acre drainage
patterns is that the wells are drilled in such a manner that
you can trend your 80 acres cither North or South, as you
v1ill note. The 80 acre unit can be trended either un North-
South or Rast-VWest, in all cases 1ﬁ every well in this fleld,

2. UWould the change of vnroratiorn unit materi=2lly affect
the dreinage in any waj?

A, Wo, mnot the sligntest., Tn mo case would the »ro-
ratlon unit have any effect uponbthe drainage.

AN Assuming that one well would drain 80 acres, Mr.
Hayford, would the pattern of the unit, whnether Morth-South or
Fast-VWest have any effect vpon where the oill csme from?

A. None, no.

2. Have you anything to addé to that?

A. No, except that you are looking at s field that is--




there are several other flelds similar to this in Texas in which
80 acre units have been designated, and this 1s the patterr thst
1s attempnted to being fbllowed. You can see why. It is an
efficient method of draining e reservoir on an 80 acre spacing
nrogram, So0--

Q. Have you prepared a similar Exhibit showing the drainage
pattern In the South Xnowles-Devonian Pool? |

A. Yes, I have,

By HEARIMG EXAMINER MANKIM:

Q. Before you go any further, what you are attempting to
soy, I believe, Mr., Hayford, is that what you have here is a
true 80 acre spacing, repgardless of whether it is East-West or
North-South, .

A, Right.

3. That may or may nof be the situation in the field in
question,

A. Right. I would now like to show you--this is the
South Knowles-Deveontan Field, drawn on the same basis.

By MR, KELLAHTN:

@+ What do the clrcles on Exhibit No. 5 show, Mr, Hayford?

A. This map 1s vrenared on the same basis as Exhibit No,
Ik, showing 80 acre drainage pattermns on the South Knowles Daevon-
lan Field. The yellow revnresents an 80 acre unit, which would
theoretically be drained by one well,

%+ In other words, then, each of those clreles purports
to include 80 acres, is that correct?

A. "That is correct,-

@, TIs that a regular spacing vattern?

A. It represerts no regular spacing nattern that T am
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aware of.
Q. Does it revresent a regular 40 acre spacing pattern?
A. It could te construed as a2 N0 acre spacing pattern
of sorts,

"2+ To locate a well, as is proposéd—-as the well now
being drilled by Williamson is located in an Rast-West unit or
a North-South unit, would that make any difference in the pattern?

A, It is obvious that since there is no pattern exists,
that whether we trend the 80 in question North or South, 1t-
will not break any pnattern, Comnarison of the two mans will
show you that if it is an unorthadox location up here, it would
stick out like a sore thumb and would be obviously out of place,
In the psttern which doesn't exist on the South Knowles at
present, a turning on edge or East-West 80, there would be no
effect at all on the overall pattern of the field.

- Qs In your opinion and referring specifically to this
Exhibit, Mr. Hayford, wili one well drain the 80 acre pattern
as shown by that Exhibit?

A. In 2ll probability, ves.

2. It will drain 80 acres?

A, I do not say that one well will drain 80 acres,
Study in regard to that particular aspect of the South Knowles-
Devonian ¥ield I haven't completed; there may or may not be
the possibility that 80 acres will be drained by one well.

G. The BExhibit, was 1t designed to show that one well
will drain 80 acres?

A. No, it is not, It is designed to show a pattern of

drilling to be comnared with that of a set vattern as against
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one that is not a set pattern., The comvarison of the patterns
is the thing I wish to point out. T do not want to suggest
that the fleld may--one well may or may not drailn successfully

an 80 acre unit.

Q. Do you have anything to add to that, ir. Hayford?

A, Vo,

%« In your opinion, and based on your study of the South
Kpowles~-Devonian Pool, with particular reference to the NE/4,
would attributing the S/2 NE/4 to a well located in the MNE/4
i result in the attribution of dry acreage to that well?

A. Yes, it would.

Q. And would that then result in the drilling of un-

necessary wells, 1f we assums, as the Commission has found,

that one well will drain 80 acres?

A. On that assumption, yes. I the Commission were to

see fit to unitize the N/2 WE/L with the S/2 of the same quarter,

e

]

this would, in fact, unitize acreage that has no--is worihless
or wlthout any dralnage vosslible to acreage that has oll under

it, to the best of our knowledge at this time, and further

. 1%{4;;%{-?’?53@3',’»\::"?#;?
e & S R

would force us to drill two wells to drain one 80 acre unity
in other words, we would have to drill in order to meet off-
sets; we would have to drill in the 660 out of the /4, and
drill two wells on an 80 acre; vhich woulé have a productivity

of only 80 acres of drainage., In other words, we would be

drilling two wells where one well would accomplish the purvose,

if 1t would drain 80 acres.

Qs Have you anything to add to thsat?

4, lo,




By HUEABTMG SXAWMINTR MAMKIIT:
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“e I take it from your testimony, theﬁ, Mr. Hayford, that
the well that Hammond and Warren is drilling in Section 19 you
do not feel 1ls going to be productive?

A, T do not,

R. T am just trying to get some history.

A, My conversatlion with Mr, Hammond would lead me to
belleve that he 1s drilling it more on the basis of land prob-
lems that it is geological.

Q. Any guestions of the witness? If you you are excused,

wn

MR, KELLAHIN: Ve offer in evidence Exhibits Nos, 2
through 5, inclusive,

HEARING EXAMINER MAWNKIN: Is there objection to the
entering of these Exhibits? If not, they will be so entered
in this case,

MR, KELLAHIN: That comnletes our pnresentatlon,

HEARTNG SXAMINER MANKIN: Does snyone have a statement
to make in this case? If not, we will take the case under ad-
visement. Thank you.

HEARING CONICLUDED.
STATS OF NEW MEXICO )
COUNTY OF SANTA FE S 78

I, Joy E., PFincke, Ecporter, do nereby certify that the
foregoinag and attached transcript of vroceedings before the
Hew Mexico Oil‘Commission Examiner at Sants Fe, llew Mexlco, 1s
a true and correct record, to the bhest of my knowledge, skill

and 2bllity,

Dated at Santa ¥Fe, New Mexico this 29th day of iovember, 1955,

<:2223L§: Cé%c;uclab)
y Typorter
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BEFORE THE OIL CONSERVATION COMMISSION

OF THE STAfE OF NEW MEXICO
!

APPLICATION OF J. C. WILLIAMSON /
FOK APPROVAL OF A NON-STANDARD hat 99
DRILLING AND PRORATION UNIT CON-

SISTING OF THE N/2 NB/l, SECTION

2, T 17 S, R 38 B, N.M.P.M.,

SOUTH KNOWLES-DEVONIAN POOL, LEA

COUNTY, NEW MEXICO.

APPLICATION

Comes now J. C, Williamson, and shows the 0il Conservation
Commission of New Mexico:

1. That applicant is owner of the exclusive right to drill
for andphoduce o1l and/or gas from the South Knowles=Devonian
Pool, insofar as the N/2 NB/l. of Section 2|, Township 17 South,
Range 38 East, N.M.P.M., Lea County, New Mexico, is concerned.

2. That the S/2 NE/, Section 24, Township 17 South, Range
38 Rast, N.M.P.M., is owned and held by J. L, Hamon and Warren
Petroleum Companye.

3. That evidence presently available indicates that the
S/2 NB/li of Section 2l, Township 17 South, Range 38 East, N.M.P.M.
1s unproductive of o0il or gas.

i, That by the provisions of Paragraph 1, Order No. R-638-B,
an 80-acre proration unit is established for the South Knowles-
Devonian Pool, said proration unit to consist of either the E/2
or W/2 of each governmental quarter section.

5. That by the provisions of Paragraph l; of said Order No.
R-638-B, the maximum allowable for any well located on an 80-acre
proration unit is set at 150 barrels per day, subjéct to gas-oil
ratio limitations and adjustment.

6. That if applicant is required to pool his properties
with those in the S/2 NE/l;, Section 2l;, it will result in the
creation of different royalty and overriding royalty rights, to

applicantts detriment, without ény increass in the amount of oil
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or gas recovered, and will result in the attrlbution of acreage

to a unit which cannot

reasonably be presumed to be productive.

7+« That unless applicant is granted an exception to the

provisions of Paragraph 1 of said Order No. R-638-B, to allow

creation of a drilling and prorapion unit consisting of the N/2

NB/l of Section 2lj, Township 17 South, Range 38 Bast, N.M.P.M.,

he will be denied the right to recover his fair share of the oil

or gas underlying his property, and will be denied the right to

use his fair share of the reservoir energy for the production of

0il from said property, and that denial of such right will result

in the drilling of unnecessary wells, and result in waste.

WHEREFOKE, applicant prays that this Commission, after

notice and hearing as reguired by law, enter its order approving

a drilling and proration unit consisting of the N/2 NB/L of

Section 24, Township 17 South, Range 38 East, N.M.P.M., &s an

exception to the provisions of Order No. R-638-B, in the South

Knowles-Devonlian Pool,

Lea County, New Mexico.

Applicant further prays that this matter be set for special

hearing before the Commission, or in the alternative, that it be

set for hearing before

an examiner as provided by law, in order

that applicent may immediately commence drilling of a well on the

unit proposed herein,

Si% BEast San Francisco
Santa Fe, New Mexico

Respectfully submitted,

a
Attorney for Applicant
Street
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~ Upon your complétion
‘and deliver to you an #spign
_Buch &assignment ahxll
We shall have no
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Ol CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE., NEW MEXICO

December 30, 1955

Mr, Jason Kellahin
P.0s Box 597
Santa PFe, New Mexico

Dear Sir:

In behalf of your client, J. C. Williamson, we enclose two
copies of Order R-735 issued December 14, 1555, by the 0il Con-
servation Commission in Case 981, which was heard on November

—< o = 5

2lst, T
Very truly yours,
W. B, Macey
Secretary - Director
WBMbrp
Encls.
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BEFORE THE OIL CON.ERVATION COMMI-SION
OF THE STA'CE OF NBW ME.LTCO

IN THE MATTER OF THE I'EARING
CALLED BY THE OIL COMNSERVATION
COMMISSION OF THE STATE OF NEW
MEXXCO FOR TEE PURPOSE OF
CONSIDERING:

ORDER HO, R-735

THE APPLICATION OF J. C. WILLIAMSON
FOR AN ORDER GRANTING APPROVAL OF A
NOR~STANDARD DRILLING AND PRORATION
UNIT IN EXCEPTION PO PARAGRAPH (1)
OF THE SPECIAL RULES AND HEQULATIONS
OF THE SOUTH KNOWLES-DEVONIAN POOL
AS CONTAINED IN OHDER NO, R-638-B
IN ESTABLISHMENT OF A NOH-STANDARD
PRORATION UNIT OF 80 CONTIGUOUS
ACRES CONSISTING OF THE N/2 NE/4

| SGCTION 24, TOWNSHIP 17 SOUTH,

RANGE 38 EAST, NMPM, LEA COUNTY,
NEW MEXICO.

QBPER OF THE COMMISSION
BY_THE COMMISSION:

This cause cane on for hearing at 9 o'clock a.m., on November 21, 1955

at Santa Ye, New Moxico, before Warren W, Mankin, Exaniner, duly appointed
by the 011 Conserwation Commisslion of New Mexico in accerdance with Rule
1214 of Order No. R-631,

NOW, on thia_._(g’l__t:l'_day of Lecembier, 1955, the 0i1 Conservation
Commission of New Mexlco, herelnafter referred to as the "Commission®, a
quorun being present, having considered said application, the transeript
of testimony and record, and the recommerndations of the Examiner, Warren
W, Mankin, and being fully advised in the premises;

EJNDS:

(1) That due notice of the time and place of hearing and the purpose

thereof having been given as required by law, the Comaission has jurisdietion

of this caese and the subject matter thersof,

{2) That the Commission ha3s power and authority after due notice
and hearing to permit the formation of a proration unit eonsisting of other
than an E/2 and H/2 of each governmental quarter section, in the area
sdjacent to the South Knowles-Devonian Pool.

(3) That applicant, J, G, Willismson and others are the owners by
farmout agreement of a working interest in certain land adjacent to the
South Knowles~Devonian Pool described as fellows:

SHI SOUTH HGE EAST, NMeM
N/2 KE/4 Section 24

(4) That the H/2 NB/L of Section 24, Township 17 South, Range 38
East, HMPM, 1a productive of o1l or gas in commercial quantities from the
Devonian formation,
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Order No. R~735

(5) That the evidence indlcates that the 5/2 NE/4 of Section 24,
Township 17 South, Range 38 Bast, NMPM, 1s unproductive of oil or gas
in commerclal quantitles from the Devonian Formatlon,

(6) That applicant is now in procees of drilling their Amerada.
Hardin Well No, 1, located in the NW/4 NE/4 of Section 24, Tounship 17 Seuth,.
Rangs 38 East, NMPM, adjacent to the South Knowles-Devonlan Pool, ?

i
I

(7) That i1t is impractical from both mn economic and conservation
standpoint to pool appilcant!s =ald lease with aforesaild adjoining aorcage

in the area adjacent to tha South Knowles-Devonian Pool. }

|

{

(8) That unless & proration unit consisting of applicant's aforesaid
acreage 1s permitted, appllcant will be .deprived of an opportunity to recover!
its Just and equitable share of the oil in the South Knowles-Devonian Pool. |

{9) That the creation of the proration unit consisting of the a.i’or#-—
said aoreage will not csuse, but will prevent waste and will protect cor. i
relative rights. 1

IT IS THEREFORE, ORDERED:

That the application of J. C, Williamson for approval of a 1 ne |
standard &111ling and proration ualt in the area adjacent to the South
Knowles-Devonian Pool consisting of the following described acreage:

WS SOUTH, RANGE 138 FAST, M
N/2 NE/4 Section 24

be and the same is hereby approved and a proration unit consisting of the
aforesaid aoreage is hereby oreated.

IT I3 FUR ORDERED:

That the above described amoreage be and the seme i1s hereby
dedicated to applicant's Amerada-Hardin Well No, 1 now drilling in the
NW/, NE/4 of said Seetion 24,

DONE at Santa Fe, Mew Mexico on the day and year hersinabove,
de Simt‘do

STATE OF NEW MEXICO
OIL _CONSERVATION COMMISSION

le ;"L—s———‘—-——"“
JOHN F, SIMMS, Chalrman

W, B, MACEY, lMember axJ Secretary

i
i
i
i
i
i
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OIL. CONSERVATION COMMISSION
P. 0. BOX 871

SANTA FE. NEW MEXICO

November 18, 1955

Mr. Clarence Hinkle
P.0. Box 614
Roswell, New Mexico

Deay Sirs
Ennlosed please find a copy of the application of J. C.
Vi1liamson in Case 981 for a non-standard proration unit in the

South Knowles-Devonian Oil Pool. This case is set for hearing
on November 21st,

Very truly yours,

We Be Macey
Secretary = Director

WBMibrp
Encl,



