JEFF D.ATWOOD

ROSS L.MALONE,JR.
JACK M.CAMPBELL

ATWOOD, MALONE & CAMPBELL

LAWYERS

J.P.WHITE BUILDING

ROSWELL, NEW MEXICO

January 9, 1950

Mr. Don G. McCormick
% 0il Conservation Commission
Santa Fe, New Mexico

Re: Case No. 191

Deear Done

Enclosecd herewith is a copy of the reguested
Findings of Fact anc Conclusions of Law of protestant,
Texas Pacific Coal and 0il Company, in connection with
Case No. 191,

We have not undertaken to furnish any memo-
randum brief of the law on metters which might arise
under a ruling of the Commission authorizing 80=acre
spacing as suggested by attorney for applicant, as we
could not see that such a brief would serve any useful
purvose at this time. In the event the Commission re-
guires such a brief on any particular point of law, we
will be glad, of course, to comply with their recuest.,

We would appreciate a decision on this matter
as soon as the Commission can properly do so, in order
that development in this field may proceed with a defi-
nite understanding between the operators,

With kindest personal regards, I am
Very truly yours,
ATVOOD MALONE & CAMPBELL

K\C\ /)C\; w\agﬂ LL

Bys Jack M, Campbel
{ i
JHMC bk



JEFF D. ATWOOD
ROSS L.MALONE,JR.
JACK M.CAMPBELL

ATWOOD, MALONE & CAMPBELL

LAWYERS

J.P.WHITE BUILDING
ROSWELL,NEW MEXICO

January 9, 1950

Mr. Re Re Spurrier
Secretary-Director

01l Conservation Commission
Santa Fe, New Mexico

Hes: Cszse No. 191
Dear Mr. Spurrier:

In compliance with the reguest of the
Commission mede at the conclusion of the hearing
upon Case No. 191, we are enclosing herewith re-
ouested Findings of Fact and Conclusions of Law
of vprotestant, Texas Pacific Coal and 0il Company,
for filing in connection with thls case. A copy
of the recguested findings i1s being forwarded to
other members of the Commission.

Very truly yours,

ATWOOD, NALONE & CAMPBLLL

{ A ) onn

|
3

Y VAL SRV

JHC s bk \J

ccs Mr. Guy Shepherd
Commiscioner of Public Lands

Honorable Thomas J. Mabry
Governor of the State of New Mexico
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¥ TEXAS PACIFIC COALAND DIL COMPANY 2

GENERAL OFFICES
ForTt WORTH 1
EUGENE T. ADAIR
GENZRAL COUNSEL TExAS

March 13, 1950

Hon. R. R. Spurrier
0il Conservation Commission
Santa Fe, New Mexico

Dear Mr. Spurrier:

In compliance with the Commission's request, we
enclose herewith four complete copies of the Schlumberger
"log of our State "B"™ No. 1 Well, in the Bagley Field,
Lea County, New Mexico.

We have ordered the copies of the core-graph
which you requested, and they will be forwarded to you
immediately upon their receipt by us.

Respectfully ,yours,
ETA: AW

cec:
Mr. Jack M. Campbell
Atwood, Malone & Campbell
Attorneys At Law

J. P. White Building
Roswell, New Mexico



March 8, 1950
M, Jack Campbell
Atwood, Malone & Canpbell
J. P, Whits Building
Roswell, New Maxico
Dear Jacks

We would like to order four copies of the Toxms-Pacific Coal & Oil
Company*s Schlumberger State B #1, Bagley Field, Sec, 2-125-33E,
lLea Comiy, Nev }Bxico,

Thanking you, we are

Yery truly yours,

STATE OF MEW MEXAICO
OIL CONSERVATION COMISSION

Re Re Spurrier
Sseretary-Director
RRS1hw



iarch 14y 1950

re Jack Campbell :

Jo Pe Vhite Bullding

Roswell, New lexieco

Dsar Mr, Campbells

Furtler to cur letter of lareh 3, we are also rogquesting additional
coples of the Schlumbarger Log on Texms-Pacifie Coal & 011 Gompeny's
State B ;1 well, Bagley isld, lJeoc., 2-128-33E, lea County, Few
Vaxlicos

Thanking 7ou for yrur attentic~ Lo this mmiter, wo are

Very truly yours,

STATE OF !IBUf MEXICO
JIL COUSERVATION GO ISSION

e Re Spurrier
Secyetary-Directar
RRS1bw

cot Texas~Facific Coal & 041 Co,
Fort Yiorth, Texas.



JEFF D.ATWOOD

ROSS L. MALONE,JR

JACK M.CAMPBELL

ATWOOD, MALONE & CAMPBELL

LAWYERS

J.P. WHITE BUILDING
ROSWELL, NEW MEXICO

March 10 ’ 1;19 50

Mr, Re Re Spurrier

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

Dear Dick:

I have your letter of March 8th requesting ad-
ditional coples of the Schlumberger Log on the Texas Pa-
cific well, and the Fort Worth office has gdvised me that
these wlll be sent direct to you as soon as they can be
prepared.

It occurs to me that March 20th, 21st, or 22nd
will be an ldeal time for a conference on procedure to be
used In this case, in view of the fact that the State wide
hearing and the hearing on the Knowles matter are set for
March 21st, Gene Adair can be there at that time and I
presume the Amerada attorneys will also be there for the
Knowles hearinge. George indicated that you might be in
Oklahoma at that time, and I would appreciate hearing from
you as to whether any of these dates would be satisfactory.

George Grsham was golng to send photostatic
copies of Texas Pacific exhibits which I requested to Fort
Worth, so that they could prepare some originals for you
to certify for the Court record, I presume this has been
done, although they had not been received in Fort Worth
this morning,.

Please be assured that we shall do everything
possible to assist in sustaining the Commission's order, and
in seeing that thls first appealed case is properly handl-
ed from a procedural point of viewy in order that it will
serve as a precedent for cases which may be appealed 1n the
future. I anticipate that with the inecreased activity in
New Mexico, and with the new regulations concerning gas
that in no{ the too distant future appeals to the Court will
not seanso unusual to us.

With kindest personal regards, I am

truly yours,

e
« Campbell

JMC/s



X TEXAS PACIFIC COALAND OILCOMPANY 2

GENERAL OFFICES
ForT WORTH 1
B enEmAL counsEL TEXAS

March 24, 1950

Hon. R. R. Spurrier, Director
0il Conservation Commission
Santa Fe, New Mexico

Dear Dick:

1 am today mailing under separate cover a com-
plete set of the plats and maps introduced by our
Company at the Bagley hearing. It is my understanding
that these plats and maps will be used in the prepara-~
tion of certified copies which will be made a part of
the transcript in this case on appeal.

I assume that the Commission already has had
prepared photostatic copies of the oil and gas leases
and other documentary evidence introduced and, there-
fore, we have made no effort to further reproduce those
exhibits. However, as above stated, we are sending a
complete set of all maps, cross-sections and other
charts introduced, which have been reproduced in their
original colors.

With kind personal regards.
Yours very truly,

BETA: AW



Hareh 7, 1950

Texas Pacific Coel & 01l Company
Bax 2110
Fort Worth, Texas

Gantlsmons
This office would like to obtain fiwe or six coples of the coregraph

mmw&msmmﬁmaﬂmmcm, Ine,
on the followings

Compenys Texas Pacific Coal & 011 Coe
Wells State Bl

Fields RBagley Siluro~Dsveonisn
Countys lea

State: Hew Maxioo

Depths From 10824 to 10914

Date: 112049,

Ve would appreciate rocoeiving the coples of this coregraph, at your
earlisst convenience,

VYery truly yours,

STATE OF MEW MEXICO
OIL CORBERVATION COMMISSION

R, R, Spowrisry
SecretaryPirector
RES1bar



Hr, Jack Campbell
Atvood, inlone sn Campboll
hoswcll, Dev Hemieo
YEr Exhidiis & o io. I
Dear 1. Campbclls

" ¥e hmwe becm arrencing the exhibite in tMs ocrsc and find a feuv dlacrevencies
ve wnld 1o %o disouns with 7w,

4. hotostatic copy of letter {1 o ) by
Be mcum@mmgsamvmﬁ Thoee are movhed ™i°

I oan MJ¥
Therc 1s alee e me» revked Sehibit "B ubiel: reclebly rorecenis the

drainage ores of the State 5T0 fiey 1. This 1e Lio weor on v21-% Yy, Thristie
érev the cirels

C. leass oumership plat

I's Himeral foe ounerchip rlat

E. Top of ilorieta = contour mep

Fo Coniour mp = Tor Pemmzylvanian

3. Comtour map « Top Jevoninn

l. Schlmsborger log = TP C%0, 5tete DL (Thio wes rarked "E" and should be L")



Bxbibits Case 192 = 2 ~

I, Bow memy of thesc should we tave? ilndé omly one marked *i* vhich takes $an
Jo.  the imterwals 1734 - 337 and 10,87, « W&

Le Corc zrarh, meniimed above.

. Dense oore = 10,7/ « 320

le Frod, core

e Owarlay contour man « Ton ovenisn

Pe Cross section from i to b

Ge Generel ‘ross soction

Anaxada
1, Qutlimed erea of Ieglcy, recomraniin; regeired or designated spacing

2, Schlusberper of 78
3¢ Sehlwrborger o0 I'T
4e Schlumberger of ITT

There sroe just a fov Jifferencts, 'ut we would Iike fo otyei hten then
out 50 the exhibdite 111 be in goo’ order. Thanka ~ery much.

Vory truly yours,

Secrotiary a! Director

2§



COPY

ATWOOD. MALONE & CAMPBELL
LAWYERS

Hr. Jeorze Grahan
Commissionsr Pubﬁa lands
Santa Pe, NHev Nexico

Degr Georges

JEFF D. ATWOOD
ROSS L. MALONME, JR,
JACK M. CAMPBELL

J. P. WHITE BUILDING
ROSWELL. NEwW MEeXICO

May 23, 1950

et COMMITSHR

et Ay,
FESCAL AR FRERRIE
- B A v T '
o .
) oL

ot

- R
(‘ MAY ¥
[ERA . Y] "'";:L
E‘{aii" Ghrlme VT

[— )
e

eyt 1

i 5";::5;

. As  know, the pretrial comfersnce on the
Ameysda ap is set for May 29 at 9 oteloek A.H. in
the Distriet Comrt of Ruswsll, VWe presuse you will bde
Bers and that you -will have with you the complaste transe

eript of procwedings before the commission,

Very truly yours,

ATWOOD, MALONE & CAMPHELL

By

JHC:hl

ee: Mr. R, R, Spurrier,

Pirector of 0i]l Conservation Commission

Santa Fe, New Hexies



Janary 23. 1950

iy, Joim P, Harmond

Axoyeda Ietrolomm Corpomation

Ps 0o Bax 2040

Tulss, CGklabome

Dear }r. Hamonds —
Ve enclose herewith, signed copy of Urder No. R=2, issued in comection with
Case Noe 191, heard in Santa Fo, Bew liexico, on Septeuber 8 and December 20,

1949

Vexy truly yours,

STATE OF 'EV MEXICO
OTL CONSERVATTON COif ISSION

Re Ee Spurrier
RRSsbw e
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KwBRA186 DL PD=BARTLESVILLE OKLA 16 413p= ‘, DEC *6 " '5;7

e e NI )
:NEW MEXICO CONSERVATION COMMISSION= W/"’

ATTN OF GUY SHEPARD CHAIRMAN SANTA FE NMEXa '

RE AMERADA APPLICAT!ON SlLURO DEVONTAN SPAC!NG AND

: PRORAT!ON UNITS BAGLEY AREA LEA COUNTY NEW MEXICO SET

USSP TPV — -

~FOR HEARING DECEMBER 20 1949 DUE TO PRIOR COMMITMENT

) PHILLIPS REPRESENTAT!VE CANNOT BE PRESENT BUT PHiLL!PS ]

" PETROLEUM COMPANY DES!RES TO ENDORSE THE TEST!MONY AND

RECOMMENDAT!ONS OF THE AMERADA PETROLEUM CORPORATION -

——— ——— e — ———

IN RESPECT TO EIGHTY ACRE SPACING AND PRORAT!ON UN!TS=

— e

‘C P DIMIT VICE PRESIDENT PHILLIPS PET CO‘

TEE cCouMFANY mmcumsmcmmrmmunmm E 1 o




Check the clasa of service desired ; ‘1208 Check the class of seryice desired:
otherwise this message willbe otherwise this message willbe
sentas a full rate telegram ' ) sent at the fullrate
L aarel Jsera Il ' N |I O N : e DEFERRED
DAY NIGHT Leooe NIGHT
S\LETTER LETTER W: P. MARSHALL, PRESIDENT N\ LEWER _ |/

NO. WDS.-CL., OF SVC, PD. ORCOLL. CASH NO. CHARGE TO THE ACC'OUNT OF " TIME FILED

OIL CONSERVATION COMMISSION

Sénd the following message, subject to the terms on back hereof, which are hereby agreed to . N

SANTA FE, HEW MEXICO
1MARCH 1, 1950

MR. JACK M, CAMPBELL
ATYOOD, MALONE AND CAMPBELL
J. P, UNITE BUILDING
ROSUELL, W MEXICO .

PLIAS COMDACT IIY 71D AWD OTIERS FOR ISETING MY OFFICE TUESDAY |
" MARGH 7, 1000 ON CASE 191,

OIL CONSERVATION COMMISSION/SPURRIER
STRAIGHT WIRE |




EXUIDITS

v’ A. Photostatic aopy of letter 1
v"B. hotostabtic copies of three loases 1
»"C. leass wumerchip Plat

‘/D. iineral Fee Onmership Flat

v E. Contour Datum = Top Glorieta

e e

v i‘. Contour - Top Penngylvanian

v“Ge Contour - Top Devonian to base of
: black shale

fod

“H. Schlunberger - St. B 71 1

L, Core graph
M. Core
N, Coreo

O, Overlay Contour Hap -~ Top of Devonian
w

e B W R SR

P, #ell Cross Seetions 7+ - . - . 4%

-

Q. Gomsral Cross Sestions

1. Red outlined map of Bagley area
2. Schlusharger -~ DTA #1

3. Schiunbergey -~ BT0 #1

L S " W

4e Schlumberger - BID #1
Property lap 6

cony
cony each
copy
copy
copy
eopy

copy
copy

copy

copy

copy

copy

copies
copies
copy
copy

copies
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BEFORE THE OIL COMSERVATION COMMISSION OF THE STATE OF NEW NEXICO

IN THE MATTER OF THE APPLICATION OF

ANERADA PETROLEUM CORPORATION FCR CASE ¥0. 191
THE ESTABLISEMENT OF PRORATION UNITS —
AND THE UNIFOMM SPACING OF WELLS IN ORDER NO. R-2

BAGLEY SILURO-DEVCNIAN PCOL IN
?Lg COUNTY, NEW MEXICO

APPLICATION FOR REHEARING

Comes, Now, Amerada PFetroleum Corporation, Applicant
herein, and alleges that on Jammary 23, 1950, the Commission
entered 1ts orier in the above styled case after dus notice
and hearing Mld on December 20, 1949, which sald order
denled the Prlication heretofore flled herein by Amerada
Petroleum ‘orporation for eighty-acre proration units and
uniform sacing of wells in the Bagley Siluro-Pevonian Pocl,
Lea Couny, New Mexico, and that such order is bdelieved by
Applicaat to be erronecus in the following particulars, to wit:

1. That the Commisaion erred in finding the evi-
dence imsufficient to prove that the proposed plan of spacing
would avoid the drilling of unnecessary wells, zecure the
greatest ultimate recovery from the pool, or protect correla-
tive rights.

2. That the Commission erred in finding the
evidence insufficient to prove that one well drilled on each
eighty-acre tract would efficiently drain the recoverable oil
from the pool,

3. 7That the corder entered herein is contrary to
and 1n disregard of the evidence introduced at the hearing
which established by a preponderance thereof that eighty acres
is the area that may be efficiently and economically drained
and developed by cne well, and that the establishment of
eighty-acre prorstion units snd uniform spacing of wells, as



pequested bY Applicans, will prevent wseste, aveid the
ar111ing of unn/cessary wells and protect the correlative
rignts of al]l Parties interested {n said pool.

. That the order emtered herein is contrary
to law.

MEREFORE, Applicant respectfully requests that
a rehearing be granted amd after rehearing that the Commission
enter its order establishing eighty-scre proration unita and
aniform ghcing of wells in the Pegley Siluro-Devonian Pool,
{n Lea OUREY, Xow Mexico, s requested by the appllication

riled Jrein and evidence presented at the hearing in support
ther/ *

N D_F
“‘!‘am% "Fa"gt“"‘"?&—“
(3ot s 2

Booth Kellough =

Attorneys for Applicant,
Amerada Petroleum Corporation.

-.2_
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T I S T L IR ST AL Tk T CATATY T i CF fhee TP e D RNy aFa ¥
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inn the matter of the zpplication
of .umerade retrolews Jorporation
for the sstablishment otf sroration
units and uniform spacing of wells
for the comuon source »f supnly
Jiscoverad ian smerada=-.tate HT:
Ho. 1 vell in wailZ; Lection 2,
Twpe 12 ~Tayg i€ 33 ey Nediaifelie,
in Lex Jounty, Hew “exico.

case ho. 191

L R T T

I SR T L S It I T L P LT S TR IR B
v g M iba b iwid 4 115:"1:“‘&'“« I ‘:svT Aah GIRQGLUYL LUNL LF LA
-y T L R R s T IS TP AT Ak
»,‘}“" ?-.‘s}’r.-;.'ihﬁ? Th#{(x ;i\;I? P ‘nrsf‘?*.,!; %!‘5?‘ t‘i‘) 1‘:;*3%4.’:‘ ff%Y

Jome3d 40w provestant Texas Vacllic Joal and il Jowonny
by ita attorneys and rejuests the Comslssion vo ndost the fol-

lowing rindings ol ragt and Conclusions of lLaw.

Findingzs of ffact

l. The lease owners in the Bagley Vevonisn pool ners
involved have not sll agreed upon n plan for the spacing of
wills.

2. done of the royalty owners, overriding royalty
owners, or owners of productinsn payments have apgreed upon the
plan proposed by appli;ant Vor spacing of wells in the pool
here involved.

3. The applicant {3ilec to prove, by s prepnnderance
of the evidence, that the 80 acre [{ixed psttern spacing glan
proposed by applicant would hsve th: effect »f preventing
"wagte", s such term o Jefined by _snate Hill He, 163, icts
ol the lytsa _e.dlslature, .tate of New lexica, 194%7.

4e The appllcant ialled to prove, by s prepondersnce
oi the evicence, that the 30 acre {ixed pattern =pscing plan
proposec by apslicant is {uir to the royalty owners in mich
nool.

5. The applicant falled to prove, by a oraeponder:nce
ol the evidencs, thst wells drilled upon the 80 acre fixed
pattern spacin; plan proposed by applicant would adesuately
and efficiently drain the recoverabtle o1l from the pool raser-

volr.



He ihe lesse owners in tne pool here involved nave
aot all agreed upon the plan or aethod of distribution of ihe
allowsables, as proposed by applicant hercunder, nor nave such
lease owners all acreed upon the amount of the sllowable per
well prososed by applicsnt herein,

7. fone of the royalty owners, ovarriding royslty
owners, or owners of production payments, in the gool here
involved, have agreed upon applicant's proposed plan or
method of distribution of allowables, nor have such royalty
owners agreed upon tho psr weil allowable nroposed by applie-
cant.

. The applicant f{siled to prove, by = prepondersnce
ol ths evidence, that its nroposed plan or method of distri-
bution of allowables, or its proposed per well allowable, ls
fair to the royalty owners in such pool,

Y. he applicant faulled to prove, by s preponderance
of the avicence, that wells drilled upon a 40 acre specing
pattern, in conformity with the existing tatewidse spscing
aorder, would constituts the drillin:z of unnecesssry walls,

10, The applicant [siled to prove, by & preponderance
of the evidence, that applicant's sroposed 20 acre ixed pate-
tern spacing plsn would afford the opportunity, insofar as
practicable to <o 8o, to =zach owner in the pool to produce,
without waste, bis just and equitable share of the oil or ges
in the zool.

ll. ustablishment of apolicant's proposed 80 acre
fixed pattern spacing plaa would reduce, or tend to reduce,
the total zuantity of crude petroleus 01l and natural gas
ultimately recoversble from the pool here involved,

12, ostablishment of spplicant's proposed 30 scre
ilxed pattern spacing plan would not affsrd the opportunity,
insoflar ag practicable to do so, to eagh awner in the ool
to procuce, without weste, his just and enuitsble share of

the 0il and/or cus in the pusl here invelved,

e



13, .stablishment of spnlicant's proposed 80 acre
fixed pattern spacing plan w~ould not properly protect the
correlative rizhts of the lesse owners and royalty owners in
tne pool here involved.

l4. Aspplicant failed to prove, by a prepondersznce of
the evidence, mny basis or justification for granting its re-
nuested exceptions to the sStsntewlde rules coverning spacing
of wells and sssignment of sllowables thereto, in the pnol

here iuvolved,

Gonclusions of Law

1. “ranting of the spplicetion would result In "wuste®,
ws such term 1s defined in senave Bill do. 163, cts of the
1ytn Le_ islature of #Hew sexico, 1949.

2. urantliag of the apoplication would not properly
protect the correlative rights of the owners in the pool,

3. .pplicant's proposed alloestion of 5 LU acre allowe
able to zn 80 acre proration unit results in unreasonsble and
niseriminatory =llocztion between oil fi.lds in this .Jtate.

e Lranting of the spplication and the establishment
of the 80 acre proration unit and the {ixed psttern spacing
slan in the pool here involved would violate the orovisions
of .ection 13 (¢} of lemste #ill ¥o. 163, icts of the 19th
Legislature, New ‘exico, 1949, which provides that the owner
of any ursct that is emaller than the drilling unit establish-
gd for the {ield shall notl ba deprived of the right to drill
on and produce from such tract, i same can be done without

waste,.

~eapactfully submitted,

wRgens Te Adalr
Jagx . Lampbell

A RG ast.anE

‘Texas Pacific Cosl and il Zompany



BEPORE THE OIL CONSERVATION COMMISEION OF THE STATE OF NEW MEYICO

IN THE RATTER OF THE APPLICATION OF

AMERADA PETROLEUM CORPORATION FCOR CARE NO, 191
THE ESTABLISHMENT OF PRORATION URITS
AND UNIPORM SPACING OF WELLS IN THE CRDER NO. R-2

BAGLEY SILURC-DEVONIAN PCOL INM
LEA COUNTY, NEW MRXTICO.

WINGRANTUM BALIF IN SUPPORT
APPLICATION POR RENEARING

Ameradsa Petroleum Corporation filed its application
for eighty-acre proration units and uniform spacing of wells
in the Brgley Siluro-levenian FPool, [ea founty, New Mexlieco.
The matter came on for hearing on December 20, 1949. Texas-
Pacific Coal and Cil Company appeared 1n opposition to the
application. At the close of the evidence the Commission
requested that both sides furmish suggested findings of fact
and conclusions of law and teok the case under advisement.
Pursuant to this request by the Commlasslon, auggested fimdings
of fact and conclusions of law and memorandum brief in support
thereof was filed by Amerads Petroleum Corporstion. Texas-
Preific Coal and Cil Company &lso filed its suggested fimndings
of fact and conclusions of law. On January 23, 1953, the
Commission entered ites order denying the spplication. An
spplicasion for rehearing has now been filed,

The merits of this case have besn presented ia the
brief heretofore filed. Howsver, there 1s s matter of grest



significance to the oll industry in its operations in

Rew Mexico applicable to thiz case snd other simllar csaes
witich has not heretofore beem presented and which is worthy
of the most careful consideration.

The Bagley Silwo-Devonlan Pool 13 a deep pool.

It {5 located more than 10,000 feet below the surface. The
neardy Knowlea Pool is also & very desp pool, being located
approximetely 12,500 feet below the surface. The drilling
of wells into these pools 18 & very expenaive and hazardous
undertaking. The discovery well in the Bagley Siluro-Pevonian
Pool coest approximstely $312,000.00 and the eatimeted cost

of future wells was approximately $225,000.00. 'The discovery
well in the Knowles Pool cost approximstely $350,000,.00, snd
the estimated cost of future wells in that pool was estimsted
to coat betwesn $260,000,00 and $270,000.00. This is a
tremendous sum of money for any operator, big or small, to
risk in the drilling of one well. In addition to that the
geophysical opereations necessary to discover these pools
require the sxpenditure of encrmous sums of money.

There are undioubtedly many more deep pools below the
depth of 13,000 feet in New Mexico, and 1f these pools are to
be adequately explored snd developed it 1: economionlly
necessary to permit them to be developsd on proration units
larger than forty acres. The Commlssion has already consid-
ered the testimony as to the probable drainage area of one
well in the Bagley Siluro-Tevonian Pool and we do not think
thare is any serious controversy in that regard. The techaical

-2"



witnesses who have astudied that pool, and other pools, were
of the opinion that one well would adequately draim at least
eighty scres, Yven if thare Be some doubt in the minds of
the Commission as to the acouracy of thesze opinions, in view
of the great depths of the wells and the tremendous cost

and risk involved, it would sesm only fair that the operators
be permitted to develop the pools on the basis of eighty acres
in accordance with their own bellefs and convietions as to
d¢rainage, and thereby obtain additional informmtion from
which other estimstes with respect to draimsge could be made
if the original opinions sppear to have been in error. It ia
sconomic waste to require the operators to apend an additiomal
helf-million dellars driliing two aédi%lm.l wells in each
quarter section when it may ultimately bHe determined that this
experditure was umnecessary and that the oll could have deen
recovered without these extra wells. The only time the operator
can be helped is im the early stage of the development of the
pool. After the pool has been developed on forty acres it 1s
too late. No one can be hurt by wide spacing during the
sxploratory pericd im the development of sn o1l peol. Additionsl
wells can always be drilled but money wested om unneceasary
wells can not be recovered. The statement in the Order that
it shall not de construed to require one well to forty acres,
or 28 a determination that such spacing constitutes reasonadle
development under the implied covemants of the oll and gae
leasss, 13 a platitude that a3 4 practical matter 12 of mo
value or zaaistence to the operetor. A: a2 mmtter of law, the

order would mot have that effect in any event.
“3a



It is our sincere belief that if the deep pools in
New Mexico are to be adequately sxplored and developed that
the Comssission should permit such development on wider
spacing thar forty acres. VWe aincerely believe that to adhere
to a rule of thumd regquiring forty-acre proriation units,
regardless of the depth of the poola and the cost of the wells,
is economically unsound, detrimental to the operators and
contrary to the best interests of the State of New Mexico.

It ia true that there may be some cases where the
operator can recover the cost of his well by even drilling &
well to every forty acres in certaia parts of the pool.

But in manmy cases it will be unrconomical to drill a2 well to
such great depth on every forty acres in the pool. If an
operator imows in establishing 1ts bdudget for drilling expenses
that it willl be required to drill a well on every forty seres
in the event oll ig dlscovered &t s coat of approximately
$250,000,00 per well, 1t may wall lock elsewhere to spend its
money. On the other hand, if an operator imows that when oll
is discovered st great depths it will be permitted to develop
the properties on wider apacing than forty scres, it will de
sncouraged to spend its money in rearch for the deep pools

in New Mexico. To any cOmpany, lasrge or small, a dry hole

at the cost of a quarter-of-a-million dollars is not ani can
not be lightly consldered, Every cperator knows that in the
development of any oil pool there will bde dry holes, If in
sddition to that the operator has to conteamplate the 4arilling

nao



of unnecessary wells at such tremendous costz 1t would de
poor business jJuigment not to question the advisability of
attempting to develop deep pools in New Mexico,

These remarks are not only avplicable to the aase
at hand involving the Bagley filurc-Devonlan Poocl, but sre
equally apnlicable to other pools discovered and yet to be
dlscovered in New Msxico below the depth of 10,000 feet.

As far ae concerns the gquestion of uniform spacing,
we have presented our views in the brlef heretofore files,
and wish only to further add that we earnestly delieve that
the best end most equitadble way to davelop any oil pool 8o
ap to protect the rights of all parties is on a2 uniforms spacing
pattern providing for exceptions in exceptionzl casss, with
proper adjustments of allowabls to meet the particular
situntion then existing.

We respectfully submit that 1t will be inimical to
the interests of the 3tate of New Mexieco and unfair to the
applicant to deny 1ts application for elghty-acre proration
units and uniform epreing inm wella ia the Bagley 2iluro-
Devonian Pool as requested in thia case,

Respectfully submitted,

~Hooth X1l
Attorneys for

~ F Ammmvin An Dakwrt e =
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BEFORE TER OIL COMSERVATION COMMISSION OF THE STATE OF KEW MEXICO

IN THE MATTER OF THE APPLICATION OF

AMERADA PRTROLEUN CORPORATIOR FOR THE

ESTARBLISEMENT OF PRORATION UNITS AND

UNIFORN SPACING OF WELLS FOR TIS CASE MO. 191
CONMON SOURCE OF 3UPPLY DISCOVENED IN

BIONS
e

1. That on July 26, 1949, the Applicant, Amerada
Petroleum Corporation, completed a well known as the "Amerada-
State BTA No. 1 Well" looated in the center of the MN/¥ SR/%
of Section 2-128-33R, Lea County, New Mexico. Said well was
drilled to a total depth of 11,766 feet and encountered the
top of the Devonian formatiocn at 10,734 feet. The well was
plugged dack and finally perforated from 10,950 feet to
10,965 fest, and is producing through said perforations.

Upon testing the well flowed 400 barrels of o1l in 5§ hours
through a " choke with a gravity of 8.4 and a gas/oll ratio
of 28 to 1. The top of the pay seotion in the Devontan forma-
tion 1s 10,790 feet and the base of the pay section is approxi-
mately 10,980 reet.

2. That the probable productive limits of the Devonlan
formation discoversd in sald well and from whioh it 1is producing
is as follows, to wit:

E/2 of Sec. 34 and

All of Seo. 35 and

W/2 of Sec. 36, all in 118-33%, and

R/2 of Sec. 3 amd

All of 8ec. 2 anl

W/2 of Sec. 1 amd
.‘2 of Sec. 11 axd
/%

of Ses. 12, 11 in 1238-33%,
Lea County, MNew Nexieo



3. That the pool or reservoir diseovered by said
well and from which it is preducing is a new common sourse
of supply in the 3tate of New Mexico and has besen named and
designated by the 011 Conservation Commission as the "Bagley-
81luro-Devonien Pool”.

k. That in addition to the discovery well described
above, there wre, at the time of the hearing herein, then
completed or drilling the followimg wells within the probable
productive area of sald new common source of supply descrided
above, to wit:

(a) Amerada-State BIC No, )1 Well, located in the
oenter of the 3B/% SW/% of Sec., 35-118-33K;

center of the 5X/% 84/ Sec. 2-128-33K;

(o) Texas Pacific Coal & 01l Company No. 1
State B~ Account No. 1, loosted in the

center of the 35/4 of Seec. 2-128-33K;
(a) Amerada-State MID No. £ Well, located in the
center of the MN/A b Sec. 35-115-33E, which

well at the time of the hearing herein was
drilling at a depth of approximately 7,000 feet;

(e) Amerada-Simmons No. 1 Well, located in the
osnter of the W/ WM/A Sea. 11-128-338,
which well at the time of the hearing herein
was drilling at the depth of spproximately
3685 reet;
(f) Texas Pacifie Coal & 01l Company No. 1 State C-
losated in the WN/A MR/4 Sec. 2-128-33E, which
at the time of the hearing herein was drilling
at the approximate depth of 3,000 feet;
That in addition to the wells deseribed above, Applicant »
Amerada Petroleum Corporastion, drilled its Amerada No. 1 Caudle
losated in the center of the /4 X&/¥ of 3ec. 10-123-338, which
tested salt water in the same stratigraphic horizon that is
produsing oil in the discovery well deseribed above, and which
has deen completed as an ¢il well in a shallower formstion.
That in addition to the wells deseribed above, the

Kid-Continent Petroleum Corporation drilled its No. 1 State



Land 65 Well, located in the center of the 3W/k WW/k of

See. 1-128-33R, which well was not arilled to a suffisient
depth to reach the Devonian formation from which the discovery
well is produeing, but said well was at the time of the hearing
herein completed as an oil well in a shallower formation.

5. That the order entered herein should cever all
wells now or hereafter drilled to and producing from the common
souree of supply from which the discovery well, as above de~
seribed, is now producing, whether within the probable productive
area as delineated above or any extension thereof, as may be
determined by further development, 80 as to inaure a proper
and uniform spacing, developing amd produeing plan for all wells
in thia common source of supply.

6. That the Bagley-Silure-Devonian Pool, as found
in the discovery well at the depths hereinabove set forth, is
a common source of supply which should be drilled and developed
on prorstion units larger than those normally estadlished under
the present rules and regulations and orders of the Commission
with respect to proration units, because of the depth of sush
wells, the time necessary to drill said wells, and the high
cost and expense reguired in the drilling and completion of
sald wells, together with the effeetive drainage area of
sach well located in said pool, and that proration units of
eighty acres, or one-half of a govermmental quarter sestion,
are necessary and proper for the drilling and development of
sald qommon source of supply, such being the area which may
be efficlently and economically drained and developed by one
well.

7. That to protect the eorrelative rights of all
parties hereto, and to prevent the unnecessary pooling of
separately owned tracts within a proration unit, the units
should be formed by dividing each goverrmental gquarter section
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by 2 line from North to South through the center thereof so
that the unit shall eomprise the East Half and the West Half
of each govermmental quarter section, except the following
units, to wit:

2 Wi/% See. 35-113-3318

e WA %
2 See. 2-128-338
/% ¥ and NW/% y deo. 2-123-33K
NE/A and NE/4 3K/4 Bec. 2-128-33E

8/2 : 33
2 NR/4 8ec. 11-128-338
3;9 nﬁ 8ec. 11-128-338

8., That to insure the proper and uniform spaeing of
all wells driiled to the common source of supply, and to
protect the correlative rights of all the parties interested
therein, all wells drilled into said common scurce of supply
should be located in the center of the Korthwest and the Southeast
Quarters of sach governmental quarter section, with a tolerance
of 150 feet in any diregction to avoid surface obstruections.

9. That in the event the well referred to adbove,
known as the "Mid-Continsnt Petrolsum Corporation No. 1 3tate
Land 65" located in the center of SW/4¥ MW/4 Seec. 1-128-33K, is
deepened to the 3iluro-Devonian formation from which the
discovery well is now producing, that said well should be granted
an exoeption to this spaeing order and should be considered the
well for the proration unit om which it is located for the reason
that said well was commensed prior to the completion of the
discovery well.

10. That until further order of the Commission the
allowables for all wells drilled to said common source of
supply should be computed on the same basis as in the case of
other proration units of forty acres, applying the deep pool
adaptation provided for in the general rules and regulations

B



of the 011 Conservation Coammission and any other speeial orders
that may, from time to tiwe, be applicable, it being understood
that the Commission hereby resserves the jurisdiction and right
at any future time to increase the allowadle if, after notice
and hearing, the evidence submitted Justifies sush inorease.
11. That in the event good cause is shown for the
granting of an exception to the well location pattern herein
provided for, such exception should be granted by the Commission
after notice and hearing, but in the event such exception 1is
granted the allowable for said well shall be reduced in an
amount to be determined by the Commission in its diseretion
in accordance with the evidense presented at the hearing in
order to protect the correlative rights of all parties in said
eommon source of supply.
12. That except as above specifically set forth,
all of the present rules, regulations and orders of the
Commission are adequate and sufficient to properly cover the
drilling, equipping, and operating of wells drilled into the
new ooammon source of supply referred to above, and therefore
the general state-wide rules and regulations should remain
in full foree and effect, except as modified, amended or
superseded in the particulars specifically set out adove.

CORCLUSIONS OF
That based upon the findings of faet set out above,

Applicant requests the Commission to enter the following proposed
ORBRR:
1. That the Amerada-State HTA No, 1 Well losated
in the center of NuW/4 3R/% see. 2-125-33E, Lea County, New
Kexleo, producing from the 3iluro-Devenian formation at the
approximate depths hereinabove set forth, discovered a new
ecommon source of supply net heretofore discovered and produced



in this state, and that the probable produstive area of sald
new common source of supply is as follows:

E/2 of 3ec. 34

All of Bec. 35

W/2 of Sec. 36, all in 118-33E

E/? of Se¢. 3

All of See. 2

W/2 of Sec. 1

K/2 of See. 11

NW/4 of See. 12, all im 128-33E

Lsa County, MNew Mexico

That said new common source of supply is designated
the “"Bagley-Siluro-Devonian Pool".

That the order entered in this case is intended to
cover all of the common source of supply from which the Amerada-
8tate BTA No. ] Well, described above, is producing, and any and
all wells drilled to and preduced from said common aource of
supply, whether within or without the probable productive area
delineated above, or any extenslon thereof, as may be determined
by further development, shall be drilled on the spacing pattern
hsreinafter set forth.

2. That proration units of eighty acres, or an area
equivalent to one-half of a govermmental quarter section are
hereby established for the production of oil and gas from the
"Bagley~3ilurc-Devonian Pool", and in order to protect the
correlative rights of the parties, said units shall comprise
the East Half and the West Half of sach governmental quarter
sestion within said aresa, except the following units, to wit:

N/2 W/} of 8ec. 35-118-33E
a/b Rw/x of 8Sec. 35-118-33K

2 of See. 2-128-33R
s‘ 'géu aaﬂ W/% SE/% See. 2-123-33F
S$E/% 3ee. 2-128~33F

8/2 83 at 8e¢c, 2-128-338
2 MB/% of Sec. 11-123-33E
5/ XE/% See. 11-128-33%
3. That 21l wella drilled into said common source
of supply known as the "Bagley-Siluro-Devonian Pool® shall be

located in the center of the Northwest and Southeast Quarters
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of each governmental quarter section, with a toleranse in any
direstion of 150 feet to avoid surface obstructions, except

the Mid-Continent Petrolsum Corporation No. 1 State Land 65 Well,
located in the center of the SW/4 NW/4 of Sec. 1-128-33E,

in the svent sald well is deepened and is productive in saild
common source of supply, in which event said well is heredy
granted an exception to this order and shall be considered the
well for the unit upon which it is located.

3. That the daily oil allowable of a normal unit
of eighty acresa, or an area equivalent to one-half of é govern-
mental quarter section, assigned to each and every well hereafter
drilled and produced in conformity with the spacing pattern
hereinabove provided, shall be the proportional faetor of
.67 times the top allowable, until such time as the Commiasion
may issue such further and additional orders, whether general
state-wide orders or special orders in this case, or general
™miles and regulations affeeting the allowable of this pool
a8 may be deemed necessary, provided that the Commission
reserves jurisdiction to increase seid allowable after notice
and hearing if the evidence produced thereon Jjustifies an
increase.

5. That the Commission may for good cause shown,
after notice and hearing, permit the drilling of a well off of
the spasing pattern herein provided, but (execept for the exception
herein granted to the Mid-Continent Petroleum Corporation No. 1
State lLand §65 Well in the event it is deepened to the Bagley-
Siluro-Pevonian Pool), if any well is drilled off of the
spa¢ing pattern herein provided as the result of such an excep-
tion granted by the Commission after notice and hearing, the
allowable for the proration unit on which said well is located
shall be redused, the amount to be determined by the Commission
in aoccordanes with the evidence presented at the hearing.



6. That all rules, regulations and orders heretofore
issued dy the Commission which may conflict herewlith are
superseded with respect to the Bagley-3ilurc-Devonlan Fool.
Otherwise, szld rules, regulations and orders shall be fully
applicable hereto.

T. That the Comuission retains Jurisdiction of this
case for the purpose of issuing such further and additional
orders that may be necessary to carry out the terms and pro-
visions hereof as set forth above, and to meet changed conditlons,
prevent inequities and to preserve the correlative rights upon
the motion of the Commission or upon application of any
interested party, after a publie hearing and notices provided
by law.

Respectfully submitted,

Oliver Seth

Ny e
1§ar§;;BT"?hgpi;%g*

= A
— Booth EKellough

Attorneys for Applieant,
Amerads Petroleum Corporation



BRFONE THE OIL CONSERVATION COMNISSION OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION

OF AMBRADA PETROLEUNM CORPORATION

FOR THE ESTABLISHMENT OF PRORATION

UNITS AND UNIPORM SPACING OF WELLS

POR THE COMMON SOURCE OF SUPPLY CASE NO. 191
DISCOVERED IN AMERADA-STATE BTA NO. 1

WELL, NW/% SE/% SEC. 2, TOWNSHIP 12

SOUTH, RANGE 33 EAST,

LEA COUNTY, NEW MEXICO

MEMORANDUM BRIEF

This 18 the application of Amerada Petroleum Corpora-
tion for eighty-aere proration units and uniform spacing of
wells in the Bagley Siluro-Devonian Pool in part of Town-
ships 11 and 12 South, Bange 33 East, Lea County, New Mexico.

There are two principal questions in thils case.

(1) Pirst is whether eighty-aere proration units and the well
spacing pattern proposed by Amerada is justiflied from the stand-
point of reservoir performance. (2) The second main question
is whether the proposed ordsr requested by Amerada will protect
the correlative rights of all persons owning an interest in this
pool, so that they may recover thelr just and fair share of the




0il and gas recoverable from the pool in accordance with their
property ownership.

Amerada's technical witnesses presented testimony as
to the type and quality of the subject reservoir and as to its
predicted performance or production based on modern engineering
concepts of reservoir performance and on the actual performance
of other known reservoirs of similar characteristics. This
testimony establishes that:

1. One well will adequately drain at least 80 acres,
and

2. The eorrtlativé rights of all interested parties
will be protected by the well spacing and production alloeation
order proposed by Amerada.

The Texas Paeific Coal and 01l Company, appearing in
opposition to the proposed order, presented much evidence
having nothing to do with the two essential points involved in
this hearing, and practiecally mo concrete or abstract evidence
on these two essential points.

If the opposition made any clear point it was that they
want a spacing and alloceation formula which will permit them to
gain the greatest amount of production for themselves without



regard to the ultimate recovery from the reservoir as a whole
and without regard to the correlative rights of all interested
parties.

Applicant is asking for the establishment of eighty-
acre units, each of which (except certain exeeptions referred
to below to avoid pooling of separately owned traets) shall
comprise the Bast Half and the West Half of each governmental
quarter section within the probable productive limits of the
pool, as delineated on the map introduced as applicant's
"Exhibit 1". The well spacing pattern proposed by applicant
is that all wells bé located in the center of the Northwest
Quarter and the Southeast Quarters c¢f each governmental quarter
section. The map introduced as applicant's "Exhibit 1" shows
the location of all drilled and drilling wells in this pool
and shows the proposed location of all wells that may be drilled
according to the specing pattern by eross marks. The map also
shows lease and royalty ownership but does not specifically set
out each proration unit. Only the proration units which are
exceptions to the general plan are shown on the map by dotted
lines. For your convenience we are enclosing a copy of the map.

Pursuant to the request by the Commission, we are
enclosing a draft of findings of fact and concluzions of law
which we think should be entered in this case. We have



prepared the conclusions of law in the form of a proposed order,
which we respectfully request the Commission to enter in this

case.

ORDER PROPOSED BY AMERADA PETROLEUM CORPORATION

In substance, applieant's proposed order provides for
the creation of eighty-acre proration units to be arranged as
deseribed above. All wells are then to be located according
to the uniform spacing pattern as set out above, with a tolerance
of 150 feet in any directlion to avoid surface obstructions. The
proposed order further provides that the Commission shall have
the power and authority for good cause shown to permit an
exception to the well spacing pattern hereiﬁ proposed, after
notice and hearing, but in the event such exception is granted
that the allowable shall thereupon be reduced in an amount to
be determined by the Commission in their diseretion according
to the evidence submitted at the hearing. The proposed order
requested by applicant further provides that the allowable
for each proration unit shsll be computed as a forty-acre
proration unit with the deep pool adaptation provided for
in the general rules and regulations, with a provision that

the Commission reserves the right at some future time, upon



proper application and after notice and hearing, to increase
the allowable 1f the evidence so Juastiflies,

A detailled analysls of the essentlal testimony
presented at this hearing 1s given below, which we believe
supports the above conclusions and justifies the proposed order.

(The letter "&K" as used herein refers to the Record
followed by the page number.)

1. ONE WELL WIL;AEFFECTQXELYWQﬁAIN AT LEAST EIGHTY ACRES

The first question requires a brief look at the facts

with reference to the character of this pool.

it is undisputed that the Bagley Silurc-Devonian Pool
(which we shall for convenience call the "Bagley Pool") is pro-
ducing from the Devonian formatlon at a depth of approximately
11,000 feet below the surface. (R. 10-11)} In the BTA No. 1
Well, the top of the Devonian pay section was 10,790 (R. 11) and
the base of the pay section is approximately 10,980 (R. 11). The
well 18 producing through perforations from 10,950 to 10,965. (R.11)
Other wells show that the formation dips rather steeply toward
the southwest. (R. 12; 22-23) It will be noted that the wells
drilled in this pool run in a line from southwest to northeast,
except for Amerada-State BTC. This well is the highest well
in the Bagley Pool. (R. 22) It is indicated by the completed
wells that this pool has an axis ruaning, roughly, north by



¢85t to gouth by eaat, with a rather sharp dip off the the
southwest. Dwever, because of the location of the wells,
they give a *ather limited geologioal control and very little
is known as to the exact dip of the formation outside of the
limited area approximating 2 line between the various wells.
(R. 67;77)
It was also undisputed that the energy of this pool
is water drive. Mr., R. 8. Christie and Mr. C. V. Millikan, both
petroleum engineers for Amerada Petroleum Corporation, testified
that this pool has an effective water drive. (R. 16; 513 97-98)
Thig was not denled by either of the witnesses for the Texas
Pacific Coal and 011 Company (hereinafter called protestant) and
wag in fact substantiaslly admitted by them and their entire
hypothetical testimony and exhibit are based on an assumed
water drive reservolr (K. 93).
It was further undisputed that the Bagley Pool 18 a
reservolr of at least average, and probably better than
average, porosity and permeability for Devonlan formation pools,
Mr. Veeder, geclogist for Amerada, testified that
"This pool has good porosity and apparently permeability." (R. 13)
And he further testified that 1t has eontinuous, although not
uniform, porosity amd permesbility. (R. 25;31; 39; 44-45) Mr. Carter,
geologist for protestant, testified that this poel has a porosity
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whieh is average and in some places superior or better
than mest Devonian pools. (R. 713;82) HEis direet testimony
was a3 follows:
“Mr. MoCormick: How does that compare with other pools?
"The Witness: Well, I am ~--
*Nr. NeCormiek (interrupting): I mean, is it good
or bad or um, or what, 8¢ far as porosity 1s
oconoerned?

"The Witness: I would say it 1s roximately average
in the type of muwair that lpgan sre,

Mr, ReCormiok: Approximately what?

"The Witness: iApproximately wenae for the t of
reservolr that we have here, It might be 2 little
higher then average.

"Mr. MeoCormick: That is the porosity?

"The Witness: Yes.

"Mr. MoComick: And the permeability, is that higher,
higher than the average?

"The Witness: Vell, I am not in a position to give
those - I just don't kmow.”

Based upon this evidente that this Begley Pool has an
effective water drive, and has at least an sverage, if not
petter porosity, as eompared with other Devonisn pools; and
has a continuous permeadbility, it was coneluded by both
Mr. Mlllikan and Mr. Christie that one well would efficiently
and effectively drain an area of at least eighty scres. This
conclusion was based upon the further informstion obtained by



comparison with analogous Devonian pools of Rightower, Knowles,
Crossroada and Jones Ranch, and further surported by the compare
able bdottom-hole pressure information obtained from the wells
drilled in this Bagley Pool as compared with the bottom-hole
pressure information in the wells in the anslogous Devonian
poole in the ares, which are deing developed on eighty-aore
spaeing. (R, 195 97-98) The fast that there has been very
little decline in pressure in the analogous pools and in this
2001 eonfirma this senclusion. The vezl test of drainage 1is
the performance of the wells. The production from the wells .
drilled in the analogous pools on eighty-asre spacing shows
that they are effectively draining the reservoir,

Mr. Millikan summed up the point, as follows: (R, 97-98)

"t (by Mr. Eellough): HMr., Nillikan, in your opinion

gamtﬁ;zezm ymwg'agg'loﬁtﬁiismﬁmi?
"& I believe 1t will,

"Q Would you eare to make any statemsnt to the Commission

in explamation of your eonclusion?
"A I think we have several points that indileate that

it 18 a good water drive reservoir. I don't believe

there has been any controversy of the testimony
that it i3 a rather - that it is permwable, I

would say more-than-a permpable reservoir.
As 3 gmeral rule, we that low gas-oil ratios
¢ present whare we 40 have a good water drive,

are p
that in iteelf WOt being conclusive, however,
but as & genersl T™Mile that ¢ondition does exist.
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"We huve a pressure there that is about equal to

hydrostatic hwad and about normal for that
depth of reservoir. We have found & good
quantity of water to the side and below the oil
reservoly itself. The indications, I believe,
are falrly good that we have a iarge aguafer,
although we don't have suffieient control to
desonstrate it definitely. ¥We have, also, some
othsr pools established in that seme atratigrsphiec
position that 48 the top of the Devonian in this
gmmlma,weatwcrmxthwm

ve osvidenes of = good water drive. One of
those is Crossroeds. I am not familiar too much
with the detall of that, dut it is my understanding
there has been o declining pressure in the
approximats year and o half that those wells
have been in. I believe two of tham are producing
some water and the 4dry holes that have been
drilled around them have shown evidenee of an
ample guantity of water. That alsc has a low
gl-ail ratio, but not as low as is present

these Begley wells.

"This field on which we have more history is Just
281038 the state line in Texas, in which there
are eight wells in the field, which !a: been
developed on elghty-acre spacing, and that
pressure under an allowed of 280 barrels a day
on the 31 a day allowed, did have a little
deeline in pressure; earlier this year when
the productlon was redused we had an inorease
in pressure, during the first eight months of
this year. I Shink, combining all of that gives
very goed evidence that it is quite reasonadble
to expect a good water drive in the Bagley.”

Bow let us look at what protestants have offered in
opposition to the sonclusion that one well in this pool will
effectively drain an area of at least eighty acres.

There 18 only one direct statement that one well
will not effectively drain an ares o eighiy acres. It is
Nr. Schashle's answer to the fellowing rather ambiguous question:
(R. 95)



] miam-umwm.um
M‘%Wﬁa?%mﬁ
p » 11l @ tively - ¥
all recoverudls 0il under the 80-acre
traet, or wader 80 aeres of o1l 1if you
want to put it om that basis, in
nttctwt:: to got away from correlative

, s

nve - 3y t Jim Doe's
o ,mss‘ma;,ﬁs pt some of
In any event, one well, regardless

m it is ted, will mot, in your
2Rin'0l1 niar 00 sereny T M1t reeover-

"A Mo, 1t won't., It will not.”

This consiusion is whelly unexplained and unsupported.
Furthermore, it is actually comtrary to the rest of his entire
testimony which assumed an effestive water drive reservoir
wherein one well would drain an area of 80 asres. His Exhidit "Q" ,
prepared to ahow the dreinuge of a mythisal water drive pool,
assumed & dreimsge area of 8O acres per well. If his statement
quoted above is corvect then the rest of his testimony and
his exhidit are whwlly irvelsvant,

Also Nr. Carter, protestants' geologist, stated that
this pool 13 of equal or better porvsity than the averags
Devenian pool and tiw undisputed evidense is that it has sn
effective vater drive. Thw it must be MW, Schashle's opinion
that an average Devonlan pool with an effeetive watsr drive
cannot be effectively developed by o2w well to 80 acres. This
1s contrary to the actual experisnes in cases of other simtlar
Devonian pools in the area which are being developed on 80-aere



units under orders of thias Commission.

It 18 therefore 4iffisult to believe that M. Schashle
was seriocus in his flat assertion that one well will not drsin
80 aeres in the Baglesy pool.

T™he only other sffort of protestants on this point
was the testimony of Mr. Carter with reference to the oore
analyses in the defendant's one well., MNr. Carter testified
that there were dense seotions in the well. However, he did
admit that there was good poresity and slthough vardied in
eharagter, as stated above, that the pool was of average or
better porosity than generally is found in Devonisn pools.

He 41d not testify that this so-9alled dense area would prevent
one well from effectively draining eighty aeres, On this
point Mr. Millikan testified as follows: (R. 98-99)
"Q M. Millikan, 4o you have any comment which you
with to makes to the Commission with reference to
the tﬂum regarding miug areas u?;e?u
appesared in the oore analysis rodused
Texas Pasific Coal Company?

A Well, those dense aveas are, I think, as they
stated, mot anything umususl in these Devonian
reservolirs, or for that matter in lime reserveirs,
or for that matter, in any reservoirs. We hawe
areas or intervals or sirata of varying permea-
bility, and very eften the streta are of ter
or lesser thickowas that might not even a
any presenge of oil, which 1 belisve in ocur exami-
mation of samples have ruther cousistently shown
oil and I think the permsabilities have been,
pomg-,mhut_emwmmnhhm
of 011, I think probably some of the testimony
might be a littie misleading regarding contimuous



or amxmu;, or mgn wrv:n: “‘2
permeablilit think ssoms to e, in
amztr‘mm;nmmach:r

vertical permsability
and Mt permeadility.

it u Quite trmie, 83 was testified, I

ht M. Seheslile; or Nr. Carter, or
s that whare we tun into these

mm.ummhaasg:uuwr:‘z:ﬂ
M those . othar wo »
m:mms parently entirely
under this strusture - water movemsnt
is ot dlreetly wertical. I don’'t helieve
mm;wmmcm.mzmmtn
do have latersl 3ity through this
reserwir. Ia m-w place, that 1is a
mmumtummm. Ve
have that in 21l reservoirs, and I think
the conerets evidenss of that is the faet
that we 40 have an ascumalation of eil adove
water, with sush evidence as we have being
that it is a relatively flat or level water
table. And 1f wo didn't have & sontinuous
pormsability threough here, then how did the
eﬂannt&‘:m ust in this, as someone
referred to ommafaml
turned upside down, “1f we are
have a water 4drive, which I think all
indicated prodably exists - anmd if pa m
gmnmgWMu.mknm

have that m&mﬂty of permeability
throughout the ressrvoir.”

To swmmarise, we thisk the conclusion that one well
will effectively druin at least 80 asres is supported by the
following evidense:

That the Bagley peel hae an effective water drive.

This is not disputed.
(2) That the remrvoir is of average or better porosity
than most Devonian pools and has continuous porosity and

permeability.

This is admitted by protestants' own witnweses,
That the sxperience in comparabls pools in
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the area supports the conelusion that one well will effectively
drain an area of at least 80 acres. The actual experiense at
Crossroads and Jones Ranch supports this conslusion and it is
also indloated by performanse tc date in the Hightower and
Knowles poolas.

The only evidence to the contrary is Mr. Schaehle's
flat statement quoted above, whieh is wholly unsupported
by the facts and actually eontrary to protestants’ own testi-
mony on the issue of correlative rights.

If one well on each eighty-asre proration unit will
effectively drain the poel, then an additional well on eash
eighty-asre unit, under any kind of a forty-asre pattern,
would be an unnecessary well.

Bection 69-713 of the New Mexico Statutes (1941 Ann.)
provides in part as follows:

"No owner of a property im a2 pool should be
required by the Commis directly, or indireetly,
to drill more wells tham are reasonably neeessary
to secure his proporticmate part of the production.
To avolid the drilling of unnecessary wells a
proration unit for each well may be fixed, sush
being the ares whieh may be effieiently and
sconomically dvained and developed by one well.

The drilling of unhecessbry wells coreates fire

and other hazards sonduSive to waste and unnecessar-
1ly inoresses the prodwation cost of oil and gas

to the operater and thus elso unnecessarily inereases
the cost of the produsts to the ultimate consumer.”

It was suggested by Nr. Anderson, representing the
Malco Refining Company (whisch company has no interest whatscever



in this pool), that applicants have failed to prove that one
well drilled to a density of forty acres would not recover the
drilling, equippling and operation costs, and he stated that it
was his opinion that if the o0il recoverable by one well to
forty acres would be sufficient to pay for the well, such well
should be drilled on that basis. (R. 62 and argument not reported)
This statement overlooks two basle facts. It first overlooks
the fact that under the evidence in this case there would be
no additional oll recovered by the extra well and, therefore,
the additional recovery would not pay for the extra well. It
further overlaoks the New Mexico law quoted above, which seeks
to prevent the drilling of unnecessary wells. If one well

can effectively recover the olil from an area of eighty acres,
under the New Mexico law the operator is not required to

drill an additlional unnecessary well even though the aggregste
01l recovery would be sufficlent to pay the cost of drilling,
equipping and operatling both wells. It would still be an
unnecessary well even though it was & paying well. Therefore,
whether the additlonal well required by forty-acre spacing
would result in z paying well 18 not a proper or material issue
in this case, The materlal question is whether such well would

be an unnecessary well.

2. SPACING PATTERN PROP
PORATION PROTECTS

s OSED BY AMERADA PETROLEUM
R ; Li¥8 RIGHIS OF ALl

COR-
URRELA oL

PA

We now come to the second main question in the case,



which 1s whether the proposed spaeing pattern protects the

correlative rights of the owners of this pool s8¢ as to assure

each owner of recovering the oil from this common pool to

which, by resson of his ownership, he is Jjustly entitled. It

is important to bear in mind at the very outset that the doectrine

of correlative rights does not mean that every owner of an

interest in an oil pool is entltled to an egqual amcunt of oil.

In any pool there are relatively good leases and poor leases

located favorably and unfavorably on the structure. The owner

of the good lease 1s entlitled to & greater recovery than the

owner of the poorly located lease. The doctrine of correlative

rights simply insures that each owner will recover proportionately

the amount of o1l and gas which is justified by reason of his

ownership, depending upon the loeation of his property structurally

in the pool. Thils can best be aegomplished by uniform spacing

of wells throughout the pcol. The protestants® position is that

there should be no uniform spacing of wells so that each property

owner may locate a well anywhere upon his lease, which he con-

slders the best position for himself, in disregard of his neighbor,
Frotestants first contend that the creation of eighty-acre

proration units with the well spacing pattern as recommended, will

result in certaln units around the edge of the pool having ineluded

therein some nonproductive acreage. However, their own geologist,

Mr. Carter, on cross-examination admitted that this fact would be



the same on forty-asre spacing, Or any other spasing for that
matter, aince there will always be units around the odge of
any o1l pool which will contain some nonproductive acreage.
(k. 87) Therefore, this 1s not an argument against the well
spacing pattern proposed by applicant. In faet, ths order
requested by .pplicant comtains a rovision where an exception
aoulebemseaizxsmhwumlmnafthnmlm
known, se that the well could be losated on the productive part
of the unit and the allowsbls reduced to eliminate the non-
produstive é.ew. This, of course, would be neoéssary to
protect the correlative rights of the parties, since the unit
at least as to productive acresge would be smaller than the
noTmal produstive unit.

It 1s next contended that a well drilled agcording to
the well spacing pattern proposed by applicants will drain
0ll from under an adjoining owner's lease, and certain exhibits
were prepared to illustrate this point, However, under protes-
tants' own theory of well spacing which they propose the
result would be no better. The 1llustration used by protestanta
assumed area of drainage comprising 80 seres around the
Amerada B.T.D. well, Under protestants! theory 2 well might
be drilled in the corner of NE of MW of 3ection 2s 330 feet
from eagh lease line. If, as they apparently contend, one well
will drein 40 acres, then sueh well would drain from under



the adjoining owners lease to the same extent as in protestants!
illustration, Mr. Carter admitted that this objection would

not be corrected by applying proteatants' theory of well spasing.
(r. 83)

Protestants also ¢ontend in respect to the gueation of
eoyrelative rights that the wells under 1ts theory should be
located as high upon the structure as possible sinoe this is
an effective water drive pool and the water drive will force
the o1l up strueture. In this way they argue that the owner
of a particular lease will be able to recover more of the oil
which underlies hls particular lease. Mr. 3Schaehle prepared
fietitious and hypothetieal "Exhibit ¢" prezumabdly to i1llustrate
this point. However, as stated at the very outset, this over-
looks the fact that the dooctrine of correlative rights is not
and cannot, as a practical matter, be based upon sach owner
recovering every drop of recoverable o1l from under hils own
lease, since this 1s a physieal impoasibility. Therefore, 1if
one were to permit the location of wells a2t the top of the
structure on each lease, the result may be decidedly inequitable
to the owners of the leases on top of the structure. The owners
of the top leases may by the very nature of the reservoir have
a more valuable property right than the owner of = lease at
the bottom of the structure in = water drive pool. Therefore,
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the owners of the best leases under the dogirine of correlative
rights are entitled to & greater recovery of the oll from

the reservolr. The result of protestants' contention ia this
respect 1s that the location of the wells ia the msnner

which they recommend will tend to equalize recovery. The
doetrine of correlative rights is not intended to equalixe
recovery. The correlative rights of the parties are not protected
by giving the owner of a poor lease a greater shape of oil

than he 1» entitled to recover at the expense of the owner of

the better lease.

Protestants' last comtention in this respeect is that
eighty-aore spaging will result in the drilling of more dry holes
than will be drilled on forty acres. Protestants’ concern for
the operator in this instance 1is elther lelgned or misplaced.
On ecross-examination Mr. Veeder, gecloglst for Amerada, was
asked 2n assumed question with respect to the Hightower fool,
(R. 35-37) In that pool the Amereda B.T.B. Well 1s a produeing
well, located in the middle of & forty-acre traect. Amerada
on an eighty-acre spacing pattern then drilled a dry hole known
as the "Roach Well” in the center of a forty-sere traet once
removed to the scuth. The question was proposed that had the
well been drilled in the center of the forty-sare traet imme-
diately to the south of the B.T.B. Well, and assuming that 1t
was & producing well, then Amerada would not have drilled the
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dry hole in the Roash Well located in the center of the next
forty-sscre tract to the south. (R. 37) However, Wpoh redirect
examination (H. 45-45) M. Vesder exploded this misleading
theery by pointing out that had Amersda drilled & well in the
eenter of the forty-acrs trect immediately south of the
B.T.B. Well, it would then have been cbligated, or Nr. Vesder
as s geologist would have recommended, that his occmpany then
drill a third well in the center of the forty-sere traet still
farther to the south which is the loeation of the Roach Well,
wtummtmmuthatmunMwm
hole, Amersda would have drilled an sxtre unmmoessary well at the
coat of $225,000.00 and would still have drilled the dry hwle.
Therefore, under this theory advansed by protestants in the
interest of ecomemy the operstor, instead of losing $225,000.00
by the 4ry hole, would have lost approximately a half million
dollars by drilling an uwweesssary well and 8 dry hole.
Rr. Rillikan susmed up the matter of correlative
rights as follows:
*Q I have one further question, Mr. Millilkan.

Do you have any comments which you eare Lo malke

as to whether the 80-acre spae pattern, whiceh

has been propossd by Amsrada, 1 result in a

disruption of the eerrelative rights of the
partiss in the pool, which could be remsdied

by any other spasing program?
"s I 40 not see that 80-aere spaeing, or 160-acre

spae or 30-ssre spae or 10-acre sp
ew'ﬂat pioture at ﬁgf ' pascing,
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“Q Them, in your opinion, the spasing pattern
which we have presented here will not prevent
any of the cwners in that reservoir from
obtaining their fair and equitable shaxre of
the 0il in the reserveir?

"A I think that under the rescamsndations that we
have made here as to spacing and allosation,
they will provide each operator, each landowner,
saoh royalty owner, the epportunity to odbtain
his faly and equitadle adare of the oil from
the reservolr.

In oxler to dispel the thought that the length or
sizs of the opposition 13 any measure of its quality, we have
1listed bdelow all of protestants' exhibiss tc point out
their utter irrelsvansy to the questions involved in thie ecase.
RXNIRLYS:

"A" and "B" Parmout contract between T.F. and Amerads and

eoples of T.7F.'s oil and gas lscses. Mo title
question is involved,
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"c" and "D" Colored maps showing mineral and royalty ownershie.
This was already shown by applicants' Exhibit "A
previously introduced into evidence.

"E" and "F" Contour mep of Glorietta Sand and of Pennsylvanian
formation. Mr. Carter admitted nelther of these

meps had anything to do with this proceeding.
(r. 81-87)

g Contour map of Bagley Pool. Mr, Carter admitted
it was not an accurate representation of the
actual structure. {(R. 67-77)

"H" Sehlumberger of protestants' well. This shows
nothing inconsistent with applicant's theory.

ﬂI i} . it pen

HK" !fnl!

"H", Core information on protestants' well. Protestants!
witnesses did not contend that the density is
sufficlent to prevent effective drainage of
80 aeres by one well.

mo" Celluloid copy of Exhibit "g"

npn Hypothetlical cross-section. The purpose of this
exhiblt was not disclosed by the witness.

(r. 78-81)

on Hypothetlcal cross-section of mythical water drive

reaervolir,

INCIDENTA

Some wholly extraneous issues have been injected into
the case.
1. Protestants proved that they owned a lease, forty
acres of which is located in this Bagley Pool and the balance
located some place outside. (R. 65) They argued that if
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sighty-acre proratlion units were adopted it would require the
pooling of thiz forty acres with an adjoining forty-aere tract
owned by apprlicant, and the result would be that the well on
protestants' forty~-acre treet would not hold the outside asreage
beyond the primary term of the lease. This i mot a correct
sonslusion of the law, but Tirst let us point out that the
spaeing pattern whether it be 160 acres, 80 acres, %0 scres,

20 acres or 10 acres, Goes not change the legal prodblem involved,
The same questlion would be involved if two twenty-sere traets
wore pooled imto one forty-asrs unit, or two ten-agre traets
into 2 twenty-acre unit, or what have you. The sseond point

is that well espacing is & matter of conservation amd it ia

of no proper comgern to this Commission whethor = lease cutside
of an existing oll pool will or will not be held deyond the
primary term by a well loeated on that part of the lesse within
the oil pool. The law with referenge %o the implied esovemants
of oil and gas lsases dictates the development which will be
required of any opsrator, lowever, in any event, the qusstion
is settled in the case of State ex yel Siwll Corp. v. Worden,
Commissioner of Public Lands (1940}, &4 N.M. 400; 103 P.(2d) 12,
whare it was hald shat in & state lease in New Mexico where a
separate portion of the lease has been asaigned and oll
discoverwd on the separately assigned portien, such well will
hold the entire lease beyond thw primary tersm. The effeet of
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pooling is an assigrwent by esch to the other of part of his
lsase rights in the pooled ressrvelr.

2. The guestion was asked whether the situation wouid
have been the same if the well ws located on that part of
the unit not covered by the lesse having the outside asresgs.
This is an open gqueztion in Mew Mexice, but has bdeen desided
by the Supreme Court of loulsiaps in the case of Bunter Company
v. 8hell 011 Compeny (1947) 211 La. 6935 31 S0. (2¢) 10, whieh
holds that a well on a forged unit in Loutaians holds each
and every lease, part X whieh is in the unit, as to all acreage
including the ocutside acreage. See Section 5-1135, New NMexieo
Statutes, 1941 Anno. and See. €9-213, New Mexiso Stat. 1941 Anno,

However, again we wish $0 point eut that this problem
exists regardless of the size of proretioca units or the speeing
of wells, It ean apply, as stated adove, with sgual fowroe to
two twanty-asre tracta in a forty-sers unit, as well as it ocan
to two forty-aare tracts in an eighty-sere umit,

3. It alse wae suggested that the Commisaion mmy hawe no
aushority to enter a pooling order upplisadls to state leasss.
This sonteantion 15 answered by Ses. 69-213 and 3ee. 5-1138,

Now Maxieo Statutes Anng., referred to adove. There 1s no
question dus that the statutory autherity exists., The only
resson for the excepiions to the location of the preration
units recommended by applisant wes an effort teo avoid the
neceasity of pocling agreemsats or foreed pooling applications
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where, without disturblng in any ssxvwer the well spacing
pettern, single owmershipe could be combined. This, of courss,
1z a matter for the diseretion of the Commission. The insisw-
ation at the trial that these exceptions were made by Amereda
in order to include itz poor aere:ge with the good acreage of
the Texas Pracific Coml & 011 Co, 1s wwarrented, malieious and
wiwlly unfounded in fact arnd designed only t¢ prejudice the
Commizaion. (R. 105-106)

CONCLUSION

When the entire metter is carefully comnidered, it
appears that protestanis' positiom bolle down to the proposition
that well apacing ahould be established aseording teo lease owner-
ship, and by that they mein pruteatants' lease ownership. They
azked that they be permitted to drill anywhere upon their lease
in order to erowd thelir meighbor and get all of the oll they
ean for themselves. Viewsd from the purely selfish standpoint
of protestanta' own conpany, this may appear to be = laudadble
motive; however, ii 1s mot one whiech the other operators in
the field think should be cccomplished at their expense,

The operators in this {leld are imersda Petroleum
Corporation, Mid-Continent 01l end Ges Company, Phlllips
fetroleum Compeny, Gulf 0il Corporation snd Texas Pagific
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Coal and 01l Company. Out of all of these operators it is
significant to note that the only company objeeting to the
application for a2 uniform spaeing and eighty-aecre proration
units in this Bagley Pcol is the protestant.

We respectfully submit that the proposed order herein
submitted should be granted by the Commiasion.

SETE AND MO

By

. B ,
Dby 5o
511ver‘§ot§?4?\“

L N R E
D L . T i

- Booth Kellough i

Attorneys for
Amerada Petroleum Corporation
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