-

iy

b5 J

January 20, 1954
A2gular dearing

OIL CONSLRVATION CG

BEFCRE Tiis
IS TGN
NEd MEALCC

SANTA B,

TRANSCHIPT UF HZARING

Cases No. 630
G338 and 339
(Consolidated)

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 108-106, EL CORTEZ BLDG.
PHONES 7-89645 AND 5-8548
ALBUQUERQUE, NEW MEXICO




BEFORE THE
CIL CONSERVATIGN COMMISSIGN
SANTA FE, NEW MEXICC
January 20, 1954

- e mm mm em War  em i e e w e W ww e s Ge s wm en e e

In the Matter of:

Skelly's application for approval of 120 acre
unortihodox gas proration unit in the Langmat
Gas Pool: W/2 SW/4 and NE/4 Si/4 32-24S-374

Skelly's application for approval of 40 acre
unorthodox gas proration unit in the Bumont
Gas Pool: NW/4 SE/4 30-2GS-37E

Skelly's application for approval of 80 acre
unorthodox gas proration unit in the Buront
Gas Pool: E/2 NE/4 32-205-374

-— e e e wme o s mel M B W wl m wme e me eme et e me

(Notice of Publication read by Mr. Grahan)

MaAaX E. CURRY

Cases ko. 635,
648 and 639

(Consulidated)

having heen first duly sworn, testified as follows:

DIRECT EXAMINATION

By . SELINGER:
4 State yourname.
A  Max E. Curry.
@ You are associated with what company?
A Skelly 0il Ceompany.
& In what capacity?
A As Petroleum Engi:eer,
% ‘where are you located, ir. Curry?

A Hobbs, New Mexico.

4 Are you familiar with Skelly 0il Company's operation in Lea

County, New Mexico?

i
t
i
i

!
!

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106, EL. CORTEZ BLDG.
PHCNES 7.9643 AND 5.9846
ALBUQUERQUE, NEW MEXICO

-1-



A I am.

2 .ire you familiar with Skelly (il Congpany's State i Lease in
the Lanzmat Gas Pool?

A T am,

4 iow much ef a lease 1is that?

A It consists of 120 acres all within a single guarter section.

(Skelly's Exhibit No. 1, Case 603,
marked for Identification)

v I will hand you what has been marked as Skelly's bxhibit
No. 1. Does that indicate the étate M Lease?

A It does.
4 What is the description of that tract?

A The description woulid be the west half and the northeast
quarter of the southwest gquarter of that section,

%4 What is that, Section 32?7

A bection 32.

z Township 24 Soﬁth, Range 37 Bast?

A That is correct.

i} Does Skelly 0il Company have a gas well on that 120 acre

4 They do.

& VWhich well is it?

A It is the State M No. 3 Well, located in the northeast guarter
of the southwest quarter.

4 Who owns the remaining acreage in the southwest quarter of |
Section 327 §

A Atlantie Refining Conpany.

<. Is there a gas well,to your best knowledge and information,, on

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 10B5-106, EL. CORTEZ BLDG.
PHONES 7-9645 AND 5-98486
ALBUQUERQUE. NEW MEXICO

-2a



that 40 acre tract?
A That is correct, there is.
& How many gas wells are there in the southeast guarter of Segtion
32, to yvour best knowle:ge?
A There are three wells on the southeast quarter of Section 3.
i So that in the south half of Section 32, at the present tiue,
there are five producing zas wells?
A That is correct.

(Skelly's DBxhibit No. 2, Case 6§33,
Marked for Lldentification)

& I will hand you what has been marked as Skelly's ixhibit Noj
2. Does that instrument give the conpletion data on this particular
well?

A It does.

(0 When was this well completed as a gas well?

A In June, 1951.

w, Is this well a dually conpleted oil and gas well?

A It is.

4 Was the o0il well conmpleted prior to the completion of this
well as a gas well?

A It was.

(Skelly's Exhibit No. 3, Case 6353,
Marked for Identification)

& I will hand you what has been marked as uxhibit Xo. 3, and
ask you to state what that is.

A  BExhibit No. 3 is an Allan Wells radio activity log, which is
run on the State M. No. 3 Well. C(n this log the information concern-—

ing completion of this well is indicated, showing the perforations,
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the nanner of segregation of thie two zones, and showing the oil

ray zone.

{'.(’:,

what is now classified by the Coumission as the lLangmat Gas tool?

A

BExhibits No. 1 through 3, inclusive.

particular case, Case 635.

be excused.

Commiss

having

Is this well, according to wxhibit No. 3, producing gas Crom

It is.

Mit. SELINGER: We would like to offer in to eviidence Skelly's

dr. SPURRIER: Without objection they will be admitted.

slH. SELINGER: That is all we have of this witness in this
.. SPURRIER: Any questions of the witness? If not, he nay

s SELINGHR: We are ready to proceed in Case 638, il the
ion please.
MA X B. CURRY

been duly sworn, testifies further as follows:

VINECT SXAMINATIGN

By MR. SELINGER:
& Mr. Curry, are you the same ilr. Curry that testified in Casp
6357
A I am,
(Skelly's sxhibit Xo. 1, Case GUB,
Marked for fdentification)
% «r. Curry, I will hand you what has been narked as skelly's
#xhibit No. 1 in Case 633. 1Is that a plat of the area?
A It is.

L]
=

iiow many wells, Mr. Curry, are there in the southeast quarter
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of Section 307

A  There are two gas wells, Cities Service state Yo. 2 and
Skelly »tate G No. 1.

4 llow many acres does Skelly hiave in the southeast quarter of
that section?

A 40 acres.

w ilow many acres does Cities bervice have in that quarter
section?

A  They have the remaining 120 acres.

% What is the description of that section, is that Section 30}
Township 30 Seuth, Range 37V iast?

A It is.

(Skelly's ixhibit No. 2, Case
633, sarked for ldentificatfion)

& I will hand you what has been marked as Skelly's isxhibit XNo
2 in Case 638, and ask you to state if that is the data indicating
thie conpletion of the particular well involved?

A That 1s correct, it is.

& wWhen was Skelly 0il Coxjpany's State G No. 1 completed?

A It was completed as an oil well in 1937, the wonth of January.

Q~ Wilen was this well conpleted as a gas well?

A oveptember, 1951,

“ Is this well now a dually completed 0il and gas well?

A It is.

& Is this well producing gas from the, what the Commission has
now classified as the Eumont Gas Fool?

A That is correct, it is in the WQueens Formation.
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{Skelly's Exhibit No. 3, Case $38|
tlarked for Identification)

«w [ will hand you what has been marked as sSkelly's Lxhibit No}
3 in C,se 638} and ask you to staute whether or not that indicates
the perforations of both the o0il and the gas in this well?

A [t indicates the perforations of the gas zone and shows the
open hole producing interval of the o0il zone.

W Do you know whether or not the Cities Service Woll is a dually
conpleted oil well and gas well, or strietly a gzas well?

A I do not know. To the best of my knowlelgeit is a producing

they

gas well.,
*R. SELINGER: I would like to offer in evidence skelly's
Bxhibits No. 1 through 3, inclusive, in Case 438,
MR. WALKER: They will be admitted.
iy Mr., Curry, has Cities service ,the owner of the 120 acres in
this particular quarter section, indicated to you their desire of
forming one unit covering the southeast quarter of Section 3G, or
whether tliey desire to form their own 120 acre unit?
A  They have indicated by letter that they desire to form a
120 acre unit embracing this lease in this southieast quarteir of thi

section.

o
)
50

(Skelly's Exhibit No. 1, Case
.larked for Identification)

+w T will hand you what has been marked as 5kelly's ixhibit No.
4 in Casec 638, 1Is that a copy of the letter yoﬁ received?
4 This is the letter. |
i Tinis is the letter you received from Cities service?

A That is correct.
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MR. SELINGER: We would like to offer Exhiibit ~o. 4.

JR. WALEKEER: It will be admitted.

M. SELINGER: I believe that is all we have in this partidular

case. Wwe are ready to proceed in Case 639 if no one has anything
in Case 638.

M. WALKER: Proceed with Case 639. Are there any question

w

that anyone cares to ask regarding this case? (kay, prroceed with
639.

Mite MASSEY: H. o. Massey, of the Cities Service (il Conpany.
We would like to know Skelly's position irn regards to our standard
unit 120 acres.

MR, SELINGER: We have no objection to Cities service's

120 allocation for your well. At the last hearing we took the posfition

that it is quite obvious where the gas wells are already drilleqd,
there is nothing you can do¢ short of shooting down soriebody's gas
well. Bince Cities Service have indicated they desire their 120

acres assignable to their well we have no alternative but to assign

40 acres to our well. If they desire their 120 we have no objectipn.

‘M. SPURRIER: Any other questions or comments regarding these

cases? If not we will move or to G39.

(Skelly's fixhibit No. 1, in Case $£39
of 2 P 4

Marked for Identification)
% ilr. Curry, with respect to Case No. 639 were you here last
month when Bert Fields, in Case 626, testified with respect to

the assignment of all of the acreage in section 32 not assigznable to

|
Atlantic and Pacific Western?

A I was.
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MR, SELINGER: If the Commission please, this is a conpanien

case to 626 in which the Bert Iields had assigned 160 acres and
the remaining acres in this section is assignable to the I'e W. S0

acre tract and the Gulf have their own acreage.

(Skelly's Exhibit No. 2 in Case 639

HMarked for Identification)

& Mr. Curry, I - - with respect to Casc 639, lixhibit No. ]
what is the description of the Pacific Western State D Lease?

A The State D Leasc consists of 80 contiguous acres bounided 1
the east half of the northeast quarter of Section 32, Township 26
South, Hange 37 East.

‘% DVoes that adjoin the 160 acres requested in the Bert Fieldd
arplication, Case 626?

A It does.

‘e Now, to the west of the Bert Fields application for its uni
what is the status of the S0 acres?

A That 80 acres is operated by Atlantic and they have two zas
wells. It is thei; State G HJo. 1 and State 0 No. 2 wells,

w S0, with respect to the north half of Section 32 at the pre
tine tlhiere are now four producing gas wells, is that correct?

A That is correct.

ty I will hand you Skelly's Exhibit No. 2 in Case 639. Is thaf

the completion data on the Facifie Western State D No. 1 wgll?
A It is.
4 when was that well conmpleted?
A It was éompleted as an 0il well in becember, 193G.

‘& When was that well conipleted for gas?

2

)y
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A In May, 1951.

« [I[s that a dually conpleted 0il and gas well?

A It is.

% Is that well producing gas from what is now classified by th

Commission as the BEumont Gas Fool?
A It is,

(Skelly's Hxhibit No. 3 in Caspg
369, Marked for Identificatiopn
& Referring to Skelly's Exhibit No. 3 in Case 639 what does

that indicate?
A It indicates the manner of completion of, the completion and

segregation of the o0il and gas zones and.the manner in which it was

done.

-

% With the granting of the application in Case No. 626 and thi
application, 639, would the entire north halfl of Section 32 be
assignable to the presently drilled gas wells?

A It would.
W dow, Mr. Curry, I want to ask you a general question, with
respect to all three of the cases, that is, Case 635, Case 638 amd
Case 639. In each instance 5kelly C€il Company is requesting an
urorthodox unit confined within the governmental yuarter scctions,
is that correct?
4 That 1is correct.

.. SELINGER: We would like to offer in cvidence Skelly's
Exhibits No. 1 through 3, inclusive.
“Hhe. SPURRIER! Without cobjection they will be adritted.

4. SELINGER: We have nothing further in any of the three

e

)

aSeS.
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MR, SPURRIER: Is there a guestion of the witness?

MR. FOSTER: I would like to ask the Commission a guestion.
Does the Commission regard the units in these three cases as un-—
orthodox units?

M. SELINGER: I will say insofar as the applicant is con-
cerned we consider all three of them unorthodox.

M, FOSTER: That was obvious to me. I didn't know what the
Commission was ‘thinking. The reason I ask, we lLave got some units
like this. We just didn’t bother to come in here and establish them
after notice and hearing as to unorthodox units. In interpretatioh
of the rules we didn*t think it was necessary. Is a non-standard
unit to be regarded as an unorthodox unit?

MR. WALKER: I don't know whether I can answer for the
Commission, I don't believe I am qualified to answer the guestion at
this particular time, because I don't know what is on the docket.
I think you are entitled to sone kind of an answer. I can’t answer
the question speaking for nyself,. '

i, FOSTER: We don!t want to get into trouble with the
Commission. We hadn't regarded them as unorthodox, reguiring notic¢e
and hearing.

1fl. STANLEY: I think I can answer your guestion, Judge Foster.

You can choose either one of two methods to dispose, this is our

w

interpretation of the proration unit, to dispose of any acreage les
than 160 acres and lying within a quarter section. You can do it
by waivers and either come before the Commission and request a heaﬁing.

Mit, FOSTER: Do you interpret less than 160 acres or nore

than 160 acres in a governmental guarter section constituting an un-
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‘bothering to come up here an:d take up the timne of the Commission

‘assigned to the unit or on a well already drilled to the unit, just

to know what to do with.

‘less than 160,or as the rule says, containing less than 158 or not|
1

ortliodox unit?
dRe STANLEY: In ny interpretation if you have ainy acres tHhat
is less than 160 and lies within a legal subdivision or guarter
section, that may be classified as an unorthodox unit as far as the
rroratioii schedule. OGur interpretation is that you can dispose of]
it by getting waivers from the offset operators or core before thd
Conmission for a hearing.
!k, SPURRIER: .» .Judge, I can't answer your guestion. If
I could I would have:
M. FOSTER: I thought any defined unit was not an orthodeox
unit. The rules do define a standard unit wouldn't be an unorthodox
unit, because it is defined.By the same rule a non-standard unit
wouldn't be unerthodox because it is defined, we know what it is,
the Commission has already told us. We have assigned acreage to |

some of our wells based on that interpretation of the rules, without

»

]

and try to establish a umit that the Commission has already deline

I just want to know which way to zo. Since you defined thenm I thousht
J y g 3 g

that would constitute a unit assigned to the well either already

like a standard unit, particularly when all the land in the unit, 1if

it isn't a legal quarter section. I think we ought to get an offi¢ial

ruling from the Commission on it. W¥e have some others that we waut

il. SELINGER: If the Commission please we interpret it to

mean that the non-standard unit, or unorthodox, any unit containing
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)

lying in a governmental legal guarter section. WNow, Hule 2 says
that each well drilled or recompleted within the whatever gas pool
it is shall be located on a tract, not "may" but "shall" be locatdd
on a tract consisting of not less than a guarter section of approxi-
mately 160 surface ‘contiguous acres, substantially in the for:s of ja
square which shall be a legal subdivision quarter section of' the
United states Public lLands Survey. You are prohibited, anybody is
prohibited from drilling or recomjpleting a well on less than 160
acres. Your Rule 2 says that.

M. FOSTER: Suprose yocu already got one?

. SELINGER: That talks about a recompleted well. It algo
says in Rule 7, I think the language is clear, *"for the purjosc of
gas allocation” th;t means you have the well drilled, you have
corplied with Rule 2 or else the well was drilled prior to the
adoption of Rule 2,'for the purpose of gas allocation. It nieans
that every gas well that is completed has to come up for gas allo-+
cation, it says, for the purpose of gas allocation in this gas poal
a standard proration unit shall consist, it Jefines the aumount of
acreage in the form of a square wit hin a legal subdivision of a
quarter section. Then it has the exemptions route, which says,
"rrovided, however, a gas proration unit other than a legal quarter

section may be formed after notice and hearing". In other worids,

you have anything less than a governmental quarter section, 160 agres,

ou can only get relief here by notice and hearing. Then, it says
y [~ - D 2 y

there is another alternative route, that is to go before the Secreatary

of the Commission by the waiver route. I think the rule is very

clear, that anybody having less than 160 acres on other than a govern-
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mental quarter section, in the first place can't drill a well on it,
can't recomplete the well on it unless he meets the requirements.
Then if the well was recompleted prior to the adoption of Hule 2,
then every well has to come up for an assignment of acreage. You
have to follow Rule 75A, I think the rule is clear. We have :done
two ol three things, we have filed all of our requests {‘'or exerptions
before the Commission, and secondly, as some of the off'set operatgrs

know, we have refused to give waivers because we feel that all the
matters should be presented to the Commission in the forrm of a
hearing until such time as the procedure is definitely established
by the Commission.

That is all we have in our three cases,

MH. VICKERY: If the Conmission please, L am J. i, Vickery,
with Atlantic Refining Company. I would like to ask MNr. Selingea
a guestion, please.

JHe SELINGER: Yes.

. VICKERY: We have one waiver returned to us unsigne.d,
concerning.our State 24 Lease, which is concerned in Case 635 today,
in which you are requesting the 120 acre allowable.

‘M. SELINGER: In Casé 635. Go ahead.

dite VICKERY: I believe you stated in a letter to us, it wasn't
exactly clear, that the Commission policy was not exactly clear in
relation to matters of this kind. I wonder if you would clarify
the statement and point out exactly where it needs gualilication.
To ne the rule is very clear.

il. SBLINGER: I think the rule is very clear. Judge Foster

has a different opinion, you night ask hin that que;tion,
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MRle FOSTER: I think the rule is clear, I just don't think
it is clear like you do.

. SELINGER: At least we have followel our opinions at an
open licaring and presented all of our cases belore the Commission

Mit. FOSTER: VWe are not filing any objection. I say the
Commission ought to give us some rule regardless. .Ajparcntly ierd

the way [ read it, it is perfectly clear to ne. We don't need this

kind oi hearing. The way you read it it is clear te you tiat you |do.

Mit. SELINGEH: Yes, it is clear to ne.

Atte VICKERY: Rule T-a and B seer to me to outline a very
def'inite policy.

(1. SELINGER: Are you referring to waivers?

chte VICKERY: That is right, in regard to waivers.

iite SELINGER: We think that all the exenptions should be
presented to the Commission at open hearing. we think ithat not onfly
are the people involved in a particular section involved, but I tilink
the poeple surrounding tnat section likewise are inveived, because
you have the matter of density, two or three of you operators ray
agree to do a certain course of action within that scelion. £ thihk
it involves the surrounding uvi'fset operators in other sections. [
think the matters should be brought out in an opern hearing so .that
orerators in adjoining sections, like Humble di:.d today, have an
opportunity to get just what is going on. I think they are entitled

to it.

dRe VICKERY: Don't you think they are entitied to it when |

I you request a waiver from them?

MR. SELINGER: No, because the waivers can be changed withont

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 1085-108, EL CORTEZ BLDG.
PHONES 7-9643 AND 5-9846
ALBUQUERQUE. NEW MEXICO

~-14-



the maijority of operators in field knowing about it.

Mite VICKERY: You obhject to waivers as a general jpolicy?

MR, SELINGER: ©No, I didn't express any olinion ahout waivers.

I told vou that Skelly will net sign any waivers to any surrouniing

offset that would require them to have an ojpen hearing after notide.

I didn't say whether it is goco:dl or not. Everybody is entitled to
their opinion, whether they want to go the waiver route or go the
way by open hearing route.

M. VICKERY: It looks like Skelly has taken tlhie position
that tlie open hearing is absoiutely necessary in all cases.

.R. SELINGER: I say that the open hearing is the bhetter of

the two, that is what I say.

:it. RHODES: Mr., Vickery, do you have auy objection to thelse

Skelly applications?
Idi. VICKERY: No, sir, I have no objection to themn,
M. MACEY: Do you have any objection if'At]antic was to fi
for a Yhearing in their particular 40 acre tract?
(R SEiINGER: No, sir. I say this, I think it is the duty]
of this Commission‘to see that no small operator gets hurt with
an isolatéd 40 acre tract. I think that every case nust stand on

its own bottom, I think the fundamrental duty of the Cormission is

to prrevent the drilling of unnecessary wells, and secondly to 1rotect
correlative rights in seeing that all acreag: withir a rovernrental

quarter section .and governmental half section, or at rost a govern-

nental section, is adequately taken ecare of so there are no loose !

"ends left out with unassigned acreage.

:R. SFURRIER: As a menber of this Counidssion that is what |I
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thought the rule intended.

MR. SELINGER: That was our opinion that the rule intended
that too.

MR. STANLEY: That is your company policy, to choose the
hearing route rather than the waiver route.

MR. SELINGER: I am not criticizing the waiver route, I say
where skelly acreage is involved we think it goes beyond just the
agreement between two operators or three operators, how they are
going to divide up their acreage. I think the surrounding operato:
are entitled to know the situation too.

MR. SPURRIER: Anyone else have a comment in these cases?

MR. MACEY: For the purpose of straightening this dut, Mr.
Selinger, to review your six cases, you want 634 continued to
February; 635 you presented testimohy; 636 you requested dismissal
637 you aré.going to consolidate it with the Amerada Case 645 --

MR. SELINGER: That is right.

MR. MACEY: 638 you presented testimony, and 639 you presente
testimony.

MR. SELINGER: That is entirely correct.

MR. SPURRIER: We will take the cases just heard under
| advisement and move on to Cases 640 and 641.

?STATE OF NEW MEXICO 2
' COUNTY OF BERNALILLO )
I, ADA DEARNLEY, do hereby that the foregoing and attached
' transcript of hearing in Cases 635, 638 and 639, before the 0il
! Conservation Commission, State of New Mexico, at Santa Fe, on Janu

20, 1954, is a true and correct record of the same to the best of
my knowledge, skidl and ability.

SS

| DATED AT ALBUQUERQUE, NEW MEXICO, this, 27th day of January,
1954. :;Z >

ary
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