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, Before The
OIL CONSERVATION COMMISSION
Santa Fe, New MexXico
November 21, 1955

N THEZ MATTER OF:

Application of J,. C, Willizsason for an
order approving 2 non-standard drilling
and proration unit consisting of N/2
NE/L Section 2L, Township 17 South,
Bange 38 East, in the South Knowles-
Devonian Pool, Lea County, New Mexico,

- - L 4 - L * L d - * * . - * L] * * L d * . - L]

Case No. 981

St st N St Sl et s Nt el

Warren W, Mankin, Examiner

TRANSCRIPT OF HEARING
HEARING EXAMINER MANKIN: The hearing will come to order,

Case 981 is the only case on the docket today. Will all the
wiltnesses that arec going to testify 1in this case stand and be
sworn? Proceed, |

MR, KELLAHIN: J, C. Kellahin, representing J. C. William-
son, the apnlicant in the case before the Commission. If the
Commission please, this is an application for approval of a
non=standard unit in the South Knowles-Devonisn 0il Poocl. It
is brought in order that there can be a compliance with the
rule of the Commissiorn entered under Order No. R-638-3, and as
a preface to the nresentation of our case, I would like to say
that it 1s the intent of the applicant to seek the approval of
this merely as s compliance of the rules as they now exist,
without in any way committing thémselves as to a position on the

sracing which is now in effect or may be in effect on this nool



in the future. The first witness will be Mr, Willismson.

J. C. WILLIAMSON,

called as a witness, havipg first been duly sworn, testified

as follows:

DIRECT EXAMINATION

By ME, KELLAHIN:

Q. Will you state your name, vlease?

A, J. C. Williamson,

Q. Are you the applicant in Case 981, now before the
Commission?

A, Yes sir.

Qe Mr, Williamson, are you familiar with the application?

A, Ye=s gir,

2. In which vou are seeking approval of a2 prorstion unit
consisting of the N/2 NE/4, Section 24, Township 17 South, Range

38 East, 1is that correct?

.

Yes si», This is Exhibit Mo, 1.

O

« Exhibit Yo, 1? What does that show, Mr, Williamson?
A, That just shows the location from a land viewpoilnt
of the 80 acres that we own,
Qs How is that shown on the Exhibit?
A, In red,
2. And is there a well locatedé on thzt?
A, Yes, there is a well drilling on it at the nresent
time,
~es Can yvou tell us what the nresent status of that well is?
A, Tt is approximately 1,200 feet deepn.

Q. Now, what is the ownershir of that acreage, Mr. Willlam-

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



A. The rovalty ownershin is common under the whole NE/4,
Qe And is it fee l1and?

A, Yes, it is fee 1land.

Qe What is the owrershipr on the working interest?

4, The working interest is at present owned one-half by
me ard one-half by Mr, Hayford and Mr. Rankin,

4. And how did vou acquire that, Mr, Wililliamson?

A, With =2 farmout agreement from the Amerada,

Ge Is there anything in that farmout agreement which
would affect the formation of a unit other than the one which
you are proposing?

A, Yes, DNow, Mr., Hammond owns the other part of the lease
in the E/2 of Section 24, On our vart, we acquired it a 1little
later than Mr, Hammonde--considerably later., The Amerada retzined
2 straight 1/8th of R]/8ths override, with the »rovision that
wher: we had recovered our expensges for drilling and equinvine and
‘producing the well, that they are to come back in for a 1/4th
working interest, and their 1/8th is to gzo away at the time, but
they come back in for 3just 2 full 1/4th working interest.

Ze Under the terms of that sgreemeunt, what would be the
effect, ther, if yvou have tn nool with the S/2 NE/4, Mr, William-
son?

A, Well, in this farmout agreement, 1t states that if
this acreage 1s forced into nooling with any other acreage, that
Amerada gets their 1/8th anyway, and that the 1/4th reversionary
stands as stated in the farmout agreement. Now, if we were
forced into unitizing with Mr., Hammond, who has only 1/16th on
his, i1t would result in--if the well produced at all-~it would

result in something like the--well, 1t would be approximately



this: These figures that I am going to give are just the tenths,
They left off half of barrels and things like that.

Qs Are those figures based on the assumption that a well
completed in that area would make its full allowable?

A, Yes. And the allowable at the nresent time is 150
barrels a day in the pool, and these flgures necesssrily have to
be based on 150 barrels a dsy, thirty dayvs., This 1is the way it
wonld be if we wera granted the unit: Total production would be:
approximately 4,500 barrels a month, of which a 1/8ﬁh royalty
would be 562.5 barrels, and the Amerada's 1/8th would be 562.5
barrels; Williamson, Hayford and Hankin's 6/8ths interest would
give us 3,375 barrels a month. Now 1f we were forced into a
unit, North-South unit, of the 4,500 or total 8/8ths, Amerada
would still get their 1/8th or 562 barrels; the royalty owners
would get their 1/8th, of course, 562,5 barrels, Hammond and
Warren, having only 1/16th, and the basis which they had proposed
to unitize, they would get 1,828 barrels, approximately, and we
would get--having to continue to pay our 1/8th, which would make
Hammond and Warren vay 1/32nd, us nay 3/32nds--we would then
have 11/32nds interest to Hammond and Warren's 13/32nds interest--
we would get only 1,547 barrels, Now, that's until pay-back.

If the well paid pretty well and did pay back, of the total pro-
duction the royalty owner would get, as usual, 562.5 barrels.
Hammond and Warren would then come in for 14/32nds, which would
be 1,968.7 barrels; Amerada would come in for their 1/4th, which
would be 7/32nds or 984.3 barrels; Williamson, Hayford and
Rankin, who are drilling the well, would come in for 7/32nds,
which would be 984 barrels, Now, this against--if we are

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



would get, after nay-back and after giving Amerada their 1/4th
reversionary, 2,973 barrels, if we were granted the unit., If
we are not, ai] we have got out of it is 98L4,3, under the ore-
sent set up. Now, that gives Hammond and Warren quite an advan-
tage in our unit, which rightfully belongs to us, through the
farmout, and through risk of drilling the well, which we have
already started, which 1is going ahead.

Q. What 1s the well you are drilling? What is the de-~
signation of it, Mr, Williamson?

A. The name?

@+ Yes sir,

A, It is the Williamson No, 1 Amerada Hardin.

Qe And ic thnat in an orthodox location according to
pool rules of the Soutr Knowles-Devonlan Pool?

A. Yes, it has been approved by the Commission, It 1is
1,930 from the Fast and 660 from the North.

Q. Do you have anything you care to add to your testimony?

A. Not at the present time,

e That's all,

HEARING EXAMINER MANKIN: Are there any other questions

to the witness?

CROSS EXAMINATION

%e One guestion, Mr. Willlamson. At the time you made
this farmout agreement with Amerada, you knew, did you not,
that these particular rool rules were in effect? That is, that
it was an East-West develomment, and that you knew you were
fakihg a chance? That there had not been any other exceptions

made to the East-West divislion?



A, T didn't know about those rules at the time I took
it, Now, T went ur on Monday and talked to the Commission in
Eobbs and found out the detalls, I understood that there had
been some rules, but I didn't know what they were, and they didn't
ret down to the.Commisslon. If I remember right, Mr. LKieder told
me, I think; that they arrived on Friday, and I went in there
and at the Time sgsked for a 330 location from the North line,
and he said, "I might have granted this on Friday, but this is
Monday and we have rec=sived the rules." At that time I had al-
ready taken the farmout from the Amerada, I would say this:

That I was aware that some changes had been made in this particu-
1ar pool from the recular New Mexico rules, but I wasn't aware

of what they were,

3. Now, when did vou take this farmout?

A. T took that--well, T don't remember the dates exactly,
hut 1t was--T know that the actual rules didn't arrive until
Friday there, and I took the--I believe it was orn Thursday before
the ruleg arrived down at Hobbs. On whatever day they arrived
at Hobbs, I took it the dasy before. Uow, T wasn't aware, and
of course that is probsbly my fault, of what Hammond and Warren
had nresented to the Commission. I wasn't aware of what had
cone on up at Santa Fe at the time,

Yo Well, I'd like to ask you =2 nuestion here, sir. You
knew--had you been interested for some time in tsking this farm-
out?

A. Yo sir., The fact is, T 4idn't think the farmout was
very good until about Thursday of that week, which I csnnot re-
member exactly the dates of it there, and when I was called by

Amerads, and I went up to thelr department and got considerahble



information and they asked me to bid on the property, and I did.
I bid the highest bid and received the farmout. Everything changed,
of course, when the Holloway lNo. 2 came in high and produced.
These prospects can change in a minute, yéu know,vwheneVer vyou
hit one high,

We Had you actually recelved the farmout or signed an
agreament for farmout before or after the effective date of this
case?

A, Well, T actually recelved it afterward, but I didn't
know the detalls of the case until T had already made the agree-
ment. Now, down in Texas, we do things a lot by jusf simply ver-
bal agreement, I told the Amerada I would take it, They said,
"You have 1t," UHow then, it is usually about a week or perhaps
two weeks bhefore the actual instruments are signed; but down
there, it 1is just.pretty close to an unwritten law that when you
say you'll take things, vou have them, and you are more or less
morally bound to go right ashead. I don't recall the exact date
that the Amerada sent 1t out, but those are the details as to my
knowledge of what had gone on at the Commission up here., I did
know--we called Mr. Macey and talked to him; I believe it was--

I don't remember exactly what day it was, but 1t was after I had
taken the farmout and we found out that they were coming down to
Hobbs. Frankly, I went up there Monday wlith the idea of perhaps
getting my application in before the papers arrived, but Mr,

Rieder said that they had been notified and that they went into
effect, and that he couldn't approve it at the rresent time for
a 330 location up to the north,

Q. At the time you actually sigred the farmout, vou

didn't kmow the rule was in effect on tre Rast-West?



A. The actual signing of the farmout 1s quite an anti-

(¢}

limax down there in our dealing. At the time that T saild T would
take 1t, I didn't know that you had to have an Hast-West 80, I
knew that it was 30t's,

Qe Of course, in lew Mexico the rule is in real property

the agreement must be gigned; that's when--

A, At the time that I signed it, I 4id krow that it was

-]

required to be North-South, but that was some ten days later,
whenever the letter arrived,

ME, NUTTER: Whet date was that vou siered the contract,
Mr, Williamson?

A. I bellieve it was--well, those dstes T don't know, I

unfortunately left the instruments at home, but I do know that

the letter got lost in the maill with the Amerada, and it was

Hh

signed ten days after the agreement wzs made, or even longer than

that, because we went over 2nd made a search of the mall box and
found it in another company's box, where it had been for five days,
and thev come out of the head office a lot, and thls one did, and
it had a ten-day provision in it, and the ten days had just about
exnired before it finalily reached me, Those are things that just
happen down there, =snd they don't make any real difference, be-
czus2 when you say vou take one, and if you Jjust skip them, that
is a breach of agreement,

4o Is that the agreasment that you have thare?

A, No, Unfortunately, T left the agreement at home, but
I can send you a cony of it as soon as I get back,

Do I will aprnreciate 1it, :

A, I will be glad to do so.
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%« One other thins., At the time that you signed the
agreement, wasn't Amerada sware, or was there any discussion at
that time of the fact that you were in this vool under this order?

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

I didn't even know to as% a2t the time that T took it. Now, T
believe that it was stated here a2 while back that Amerads said
that they acquiesced in this agreement, They didn't, I don't
believe that you will find that to be the truth, Amerada knew
something about it, bhut they d4idr't 2gre=a to it,

S« They didn't aprear of record and mske any nrotest to 1t?

A, Yo, Theyr had a listener, I understsnd, but they didn't
apree to it nor they 4idn't nrotest, but they certainly didn't
agree to 1t at the time,

HEARTING ?YAMINER'MANKIN: Are there any other questiors of

thizs witness?

)

By MRBE, NUTTEE:

“e I would like to review once more the detalls of this
contract. Now is it correct when I say that if your prorstion
unit runs Rast and West, Amerada retains 1/8th royalty interest

until the well 1s paid outb?
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unit 1ls based on a Morth-South
rroration unit, what is the deal there?

A, They still get the same thing. There's a provision in
their letter that they still zet the same thing., It simply doubhles

our override and 1t actusally doubles the working interest, if vou



can filgure it that way, I mean, 1if 1t runs North and South,
Hammond comes in for their half without the 1/4th reversionary

thile we would still have to zive our 1/4th reversionar]

&
4
=
()}

-
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lose a half interest and finally end up with a 1/4th working in-
terest, Amerada 1/4th working interest, and Hammond snd Warren
a half working interest,

Se Of course, if it were drilled that way, Hammond and
Warren would help to drill the well,
A, Well, they have offered to so so, yes; but they haven't
offerad to do so on the sgme terms that we have got it here, Ve
are rot anxious to unitize and don't wart to unitize, ard we
haven't talked of unitization with them, hut they haven't also
offered to unitize on the basis that we have it on either. They
want to unitize it on the basis of their 1/16th

e The fazct remains that If you had a North-South proration
unit, half the acreage would belong to Hammond and Warren,

A, Yes,

Qe They would get half of the »nroduction of the well?

oS
»

Yes,

~

ve It is raasomnable to assume any contract vou would sig
with them for unitization of the W/2 NE/L would also call for
their sharing the cost of the well.

A, Well, ves. They would have to share their cost of the
well, but not their cost of the--take their part of the override
or raversionary interest, which isn't on their part of the lease.

Q. Your contract with Ameradé is the same, regardless of
whether vour proratiorning goes Bast and West or North ard South?

A, Yeg, that's the way the contract reads. And the pay

back is when we've actually got our expensss back, or 250,000,
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If the well should cost as much as Hammond and Warrer say it costs,
whiech they claim they cost as much as 5300,000, Amerads has set
our pay-back at no «were than 5250,000,

“e Another things when yvou made this oral agresmert with
Amerada to take the farmout, 4did you'go to Amerada's office to do
that, or what did you do?

A, Well, down there everything 1s rretty informal. T 4id
go over and =it down in the office, Mr, Hayford and I, and make
the desl right across the itable with the Amerada land man, Mr,
Cornwall, and we made that denl just--that's where the desl was
made., I mean, you don't--

5. What was the date of that visit to the Amerada office?

A, I don't remember the date of 1it, exactly, 'I can figure
that out and give you the details, If I had been aware that I
would have heer asked that, I would have figured it out in detail,
but it was--the day T made the deal was on either Thursday or
Friday before I sprear=ad un at the Commission on Monday and found
out all the details from Mr. Risder,

By MBE. GURLEY

%e If that's the case then, sir, if it was on Thursday or
Friday before you =znppesred on Monday, andé¢ Mr, Eleder had already
received the order that this hearing had been had some time before--

A, Yes sir,

«e Tne order would have been written at the time that you
made the agreemert--the initial agreement--not just when you signed
it, is that correct?

A, Ye=,

7o And do you remember whether or not there was any dis-

cussion at that time ~f trhe fact that this was not incliuded in



D
tkis pool under this order?
A, Yes. he amerada land man sald, "Now this thirg has
been set up on 30 scre locations, as I understand."

™

Q. Did he tell you on an Zast-West basis?

f

A. MNe, he dién't, I didn't hear anythirg of an East-West

basis until I arrived ir Hobbs the following Monday.

&
L ]
o’
[
o
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ou knew that the possibility was that 1t could
have bheer on an Zast-West basgsis?

A, Well, I never thought of it, You know, this 1is the
first thing like this that has happened in Le=s County. Usually
Lea County 1s-~I mean YNew Mexico, 1s well, it 1is regarded as one
of the easiest States to operste in as far as rules and things
they have 1laid dowr, You can even drill 320%'s, and more or less--
there's no great deal of restrictions, and having been down In
the country for--ir the Midland district for--I think I've been
there eighteer vears this makes, and operated under the regular
rules, I was tzken quite unaware that these rules had beern laid
out and detalled from this pool, and I thought I could drill even
2 330 loecation, and I =msked the Amerada that--if 1t was all right
with them 1if I could drilil a 330 locstion. They saild, "Yes, it
is, as far as we're concerned,"

We One other cuestion. As far as the aprplication is con-
cerned, vou state in there that there is evidence showirg that

the S/2 of this NE/4 18 unproductive., What evidence to you have

stand or that, sir,

HZARING EXAMINER MAUKIV: Any other questions?




e 1 wWould like to ask a couple here, in view of the
testimony that has been brought out. Mr. Willlamson, were you
aware of the fact that the Southr Knowles~Devoniar Pool had been
under 30 scre snacing nrior to the entry of Order L-628-B, that
belng the last Order that was entered?

A+ The only time that my attention was called to it belug

o

30 arres, 1s at the time of discussion with tre Aﬁerada un there,
Low, we can do things pretty fast, We didn't krow anything ahout
the charnge in the valustior of the acreage until--it was either
Thursday afternoorn or Friday--that we did the dealing, and I be-
lieve we accepted that on Friday, wasn't it, Mr., Hayford?

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

A, 1 don't remember those detalls there, and when we
decided we could take one, we could take it rsther cquicke--ten
minutes, It happens, thoueh, the Amer=ds officials were down in
Midland and that's one reason that it went by so fast. Affer our
attention had been called to the new geologcicnl data, I believe
it was only a2 matter of four hours, or three hours, or something
like that, untlil we had agreed to take it or that basis., Now,
let me tell you that I knew about the 80 acres, but T didn't kmow
about 1t until thst afternoon, but before I said I would take it,
I krnew about it, but T didn't know about the fact that you had to
have it Horth-South, Now, of course, the State has heen selling
East-West 80's and North-South 80's and 40's and everything, and
I wasn't awzre of »roceedings before the Conservation Commission
as far as the South Krnowlezs Pool was concerned, putting these
restrictiors on. In fact, I got--

Sy MB, GURIEY:

w0

3. Oune nther auestion, sir, low, had you been considering

1



this farmout from Amarads for any length of time? Or, in other
words, did wvou have any idea that you micht take 1t? Had they
offered it to you rrior to the time that you dilscussed 1t with
the land man at this particular Thursdasy or Friday?

A, At the time the Davis YNo. 2 was drilled, which is ir

Py

the South and Rast of Section 13
around the towr., I looked gt 1t at the time, which was consicder-
ably before this--oh, it must have beer, I imagine, six months.
It didn't look 5056; T 4idn't consider 1t very much, but I knew
1t wzg there, T called them and told them T wasn't interested
in the farmout,

,

Ze Wher were vou next contacted on the farmout, sir?

>

A, That afternoon of Thursday or Frilday that we have
been sreaking about, and I can give you those exact dates by
going back to--

Q. You wera contacted on the same day? That's the first
that vou—«-

A, Yes gir; Oh, ye

3]
]
‘.J-
i
.

. And that was immediately after that Holloman No. 2
was broucght in?

A, Yes., That's the only way that we could make any head-

]

way agairnzst most nf the comranies, is by oculck decisions, and we
make those quick decisiors. It seems a little strange to you,
rerhaprs, sir, th=t it could be made within hours, is that right?
. Io, I car urderstand that,

A, TI%t can be-=in the way we orerate, 1t does, They are
made in hours, and that isn'ft unusual to make one that auicelk.

By Mx, KELLAHTIN:

, Amersdes offered this farmout all
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Q. Just one thing to straighten this out, Mr., Williamson,

Were vou aware of s Commission rule requlring Hast and West

0
~.
n
8]

28 2 standard unit ir the South Knowles at the time vou
took this farmoutb?

A,

—_—

ile]

)]

ir, but I was aware that they had split it up
in 82ts tentatively.

e Carrention,>p1éase. I would like the Rxaminer to
take note of the various orders that have heretofare been entered
in O=ase S19 in connection with the spacing and proratlion units.
T don*t have those rules with me, but I think that the record
will show that the first order.enter,d, beings Order o, R-638,
which crezted 80 acre drilling proration units without any de-
sirnation as to whether they are East-West or North-South,
that by Order 638-A, the Commisslon, on Jure 22nd—--

HEAERIVNG WXAMIVER MANKIN: I believe you'll find, !Mr.,
Kellshin, that 638 and 639 were--

M. KRLLAHIN: Then 638 reovened the application and
£38-B created the units, That's all I have,

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

MR. KELLAHIV: We offer in evidence Applicant's Exhibit

o. 1.
HIARING RXAMINER MANKIN: Is there any objection to enter-
ine Exhibit Ne. 1 for the Apnlicant as evidence? 1If not, it

ME. KELLAHIMN: I would like to ¢all Mr. Hayford.

FEAUK S, HAYFORD,

4

0

c2lled as a witness, heving first heen duly sworn, testified

IRy
<

as follows:
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DIRECT EXAMINATION
ME, KELLAHTIN:
Geo W11l you state your name, nlease?
A, PFrarn¥ S, Hayford.

@e Mr, Hayford, are vou connected or associated with

3
My, Williameor in the operations of the South Knowles-Devonrian

Pool?

e What is fthat relationshin?

A, Ve ars rartners., I am owner of 1/4th irterest in
the drilling »f the well,
T.  Mr., Hayford, what ig vour nrofession?

-

As T sm =n irdaspendent geolnrist,
‘.« Have you ever testified hefore this Commission?
L o, T haven't,

we What acuzslifications do you have as a geologist?

A, I graduated in 1947 with = Master's Degree in geo-

logy, having sothen my Bachelor's in 1946 from Colorade Collese,

(35 Sy ~ ("4

T workeé for them for tws and a hslf vears, at which time I
went independent, and have been inderendent in this area for
arnroximately the last six years,

e  You hold =2 Master's Degree, did you gayv?

A, Tes,
MRk, KSLLAHIT: Are the witnese's gualifications accept-



-
-3

HEARING ZXAMIVER MANKIN: In =2ddition to West Texas?

A, Yes, T hnave,

o

BEARTINC TXAMIVER MANKIN: Yes, they are,

2. Now, Mr, Hayford, do you have an Exhibit showing

the contours of this area?

A, T would like tn first bring baclk an exhibit that
arrearad hefore the Commission at the last hesring in regard to
a fequoq+ made by us for a 330 location., An Exhibit used by

Mr, Hammond, Thi=s Exhibit renresents 3 ntour mar in case

812, This man was showr by a geolorist for Mr. Hammond, his

district peolorlst for lYest Texas~Vew Mexico area, Mr. Elliott,
and represents 2 reoloziec=l opinion, other than mire s to the

structure in the ares, The mar nlainly shows ov the basis of

the water table established by Mr, Hammord in the field by

wells makine water, of his, the northerm nart of the field,

datum of 8,530 as he hsz stated it, shows that the acresre

ovned by him, =south of our lease, to b= below the water %table,

28 you czn 22 h

A}
o

r orojecting it; vour 8,550 contour goes into

D

theirs and vour 2,370 would hit anprovimately 5 1ittle more
than half way between the two contours, which would be 8,550
and 2,500, The loeation would be arnroximately here, In other
WOrig=—-

T.  When you szy "here", what do vou mesn?

A, On the mirus 8,550 contour, 1In other words, the

}*.J
Q
e
Y}
C-'.
}_l
Q
=
Q
Ia}
>y
D
3
i
t

nool sget ur would forece them to drill

: = i
A -

s dry heole down there if it were to be drillied; on the other

o

nend, the 30 zcrez nwned hy us would appear

o he nroductive

evnent the southesst arrrovimate 20 2creg, T'd say,
it .



D« Have vou nrepared contours-~before we go to that,
I would 1like to =acgk that the Exeminer take note of the testimony
offered hy Andy Elliott in behalf of Warren and Hammond in Case
3, ir conneection with thls Txhibit, since it was prenared by
hin and offered by him to prove the same idertical point we
are showing here. Have vou prepared an Exhibit showing contours

That you have defermined, Mr, Hayford?

4. Yes,

2s  EXhibit Neo, 2, Mr., Hayford, what does that show?
A. BReferring to Exhibhit No. 3, this is my interpretation

of the pool structure as T se2e it, and varies in some resrect
to that of Mr, Hammond,

e What have you contoured the structire on?
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contoured on a twenty-five foot interval,
Z. What does that show in regerd to the structure in
the ares of the nroposed unit?

A, T

ot

shows th

O

80 acres in question here as being
rroductive down to the possibility of the last five acres in
the southeast corner of the 80 acres, to be below the water,
but no more than that; the waterris shown ir red.

tie At what contour interval is your water-oll contact
shown?

A, I have used the contour interval of an 8,530 for
the reason that while there is a nossibility that the water
table is lower, on the basis of the Wumber 2 Federal Davis, a
rrudent operator in the area wonuld have to usc 8

4530, consider-

ing his risks, due to the fart that there are wells in the

fie

fond

d rrofucing water at an 8,530 datum, You could not vrudently
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draw any water contact any lower than that accent the risk
involved at =2 test of some 12,000 feet.

2. On the bhasis of your informatlion as shown by Exhibit
Yo, 2, in your orinion would the S/2 VE/L of Section 2L be pro-
ductive of 0117?

A, lo, it would not,

%e Would the ¥/2 NE/L be productive?

Ao cs, this half should be productlve and 2fficiently
have an 850 acres to drain,

we Could you tell the REyaminar just briefly the scurc

O]

of your information whersby you arrived at thnse contours?

A. Well, tre basis for my datums are thé Schlumberger
tops whick I picked in the area, and my interpretztion of thre
rossibility of some separstion in the middle of the structures
1s due to the fact that there seems to he some slight difference
in the character of tre reservolir in the two wells so drililed
in the South part of the field,

2. Was that »liat prepared by you, Mr. Hayford?

A, Yes, it was,

e f2ve you made arny study of drainage patterrs on

4. Is there arythning you want to add in comnection
with LExhibit Ye. 37
A, No, I thirk it snesks for itself.

Sy HADBARTHG EXAMTINEE MANKTIN:

“~ ™

2. Defore you go on to another Exhiltit, I want to ask
a question, Mr, Hayford, You indicate an oll-water cortact

surrounding complately the known reservoir st the present time,



whether 1t be two sepsrate structures combired as one or what
it might be., What was the baslis for your rvicking the oil-water
contact as you ¢id? Are you using the same oll-water contact

- -
1

as Mr, ZTlliott used, or did you make further interpretztion

A, Yo, as I poirted out, I felt as though any operator
that was going to take the risk of drillinc a test there would
nave te ac

ssume that he was not golng Tto get oll below the datum

of wells in the field making water, There are wells in this
fizld owned by Hammond and Yarren whnich are makirg water at a

o

datum slichtly above 5 minus 3,530. That was the reason for
ricking 9,530 as =2 water table., There is the vpossibility that
the water table may be 2 1little bit different, but when you
have nool wells msking water at a certair datum, a prudent

onerator doesn't feel 1inclined to dlg deeper than that, I do

not believe, or to court on anything further extension of the

productivity helow thrat dztum,

b

N

we D0 you feel that this 1s a common water drive in
the fielé or sven caprable of determining whether this 1s a
bottom water drive, edge water drive, or what 1t might be?
A, Well, a study of the field ir that regard is going
tp be added considerably to the present drililing of wells
trere and the histories on production as it comes up, There
iz some indiecztion st nresent that at least pari of thé fileld
12 = bottom hole water drive, since from testimony I have
read concerning Mr, Hammond's engineer, the wells in the lNorth
rart may have coned some water, I believe this: In my opinion--

ou

m

e

gked for it, of ccecurse--the ficld 1s orobably both an edge



water drive and =z bottom hole drive, with the biggest influence

com

e

ro on an edze water drive, T state this becsuse of my ex-

rerience with other Devonian filelds =zimilar to this,

%o The reason T asked that, T rnoticed you pulled your
structure-~the 01l water contact--you nulled it a way further
and sharnly to the Morth, as you go from Seection 24 to Section

13, wkhich is aquite a great differerce as to what ir, Elliott

»
showed on that, Thet's the rezason I asked that question.
Wrether it was 2n edre drive or bottom drive or a combination

of hoth,
4, Perhaps you have reference to the VWest side of WNr,
Bllictt's map?

“e Well, I have martizular r=ference to the West side

as yvou have drawn vour oll-water cortact coing from Section 24

o

un toward 12--no, or the East side, <oing “orth, as compared
to his oll-~water contsct, which ram nretty much in s Southwest
Northeast dirention, whereas you go »retty neariy North from
your oil-water corntact, T 4idrn't know that you had any addi-
tioral voints to drsw that on.

A. WNo, T haven't, I thivk that's more s matter of in-
ternretatior, My actual opinion of the field is that it runs
a little more lorth-South, T helieve, than Mr. EZlliott shows,

By MB, KELIAHIT:

“. Mr., Hayford, referring to HEvhibit No. 4, wkat does

that show?

£, Fxhibit To. 4 is 2 map showing an 30 acre theoretical

drainage natterv in the Jones Ranch fileld in Yoakum and Gaines

Counties in Texas,

4e Was that map nremsred by vou?



A, Yes, it was,

“e In the Jones Ranch field, what is the condition

arisirg in that fiela?

te

A. Th.

P

s 1s a Devonliar producirgz field, rroducing from

the Tievoniar Formatlion, and is very simllar in moature to the
South Krowles=Devoniar, Tncidentally, this field, while it is

ir Texas, 1is only apnroximately ter miles from the South Knowles-

Devoniar,

~e wWhat do the yellow clircles on the map show, Yr,

£, Esch yellow circle represerts 80 acres ir a circular
circumference arnund the well, and ranresarts the theoretical
area each well would drain, should the well be carable of Adraine
ing 20 acres, which 1s rresumed. The voirt of interest I want
to bring ur in this narticular examnle of 80 acre drainage
rztterng is thet the wells are drilled in such a2 manner that

you can trand ynur 30 acras either Vorth or South, as vou

will note, The 80 acre unit c

o

n be trernded either un North-

South or East-Yest, in 2al) cases in evary well in this field.

]

Ze Hould the chanse of nroration unit materially affect
the drairage in any woy?

A. Vo, not the slightest, In mo case would the pro-
r=2tiop urnit have any sffect upon the drainage,

~

Fe Assuming that one well would drain 80 acres, Mr.
Hzirford, would the pattern of the unit, whether North-Scutl or
East-West have any effect upor where the o1l casme from?

A, TNone, no,

e Have vou anything to adé to that?

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



there are ceveral other flelds =imilsr to this in Texas in which
30 acre urlts have heen desirmated, 2rd this 1is the natterr. that
is attemrted to heing followed, You czn see why, It is an
effictiernt method of drairing a reservoir on an 80 acre spacirg
ram, SO=--

%~. Hava you nrenared a2 similar Sxhibit showing the drainapge

nztiern in the South Xnowles-Devonism Pool?

Qe Before you oo any further, what you are attempting to
say, I believe, Mr, Hayford, is that what you have here 1is 2

true 80 acre sracing, regardless of whether it 1s Hast-West or

e

North=Snuth,
A, Right,

Thet may or mav not be the situation irn the field in

P
.

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

“e What do the circles on Exhibit Yo, 5 show, Mr. Hayford?
A, This mzp 1s nrenared on the fame basis as Exhibit No.

4, showingz 30 acre drainage patterrs on the South Xnowles Dovone-
isn Field, The vellow renrssents an 80 acre unit, which would
theoretically be drained by one well,

“e In other words, then, each of those circles purprorts
to include 80 acres, is that correct?

A. That 1s correct,

2., Ts that a reculiar spacing nattern?

A, Tt rerresents no regular s=nacing nattern that T am
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awares of,

Ge Does it renresent a regular 40 acre snacing pattern?

A, It could te construed ss 2 40 acre spacing pattern
of sorts,

2e To locate a well, a2as is vrovosed--as the well now
beings drilled by Williamson is located in an REast-West urit or
a VMorth-South unit, would that make any d4ifference in the pattern?

A, Tt is obvinus that since there is no pattern exists,
that whethrer we trend the 80 in ausstion Vorth or South, it
will not bresk aryv natterr, Comnarison of the two mans will
show you that if 1t is sn unorthadox location up here, it would
stick ont like a <ore thumb and would be obviously out of nlace,
In the pattern which docesn't exist on the South Knowles at
nresent, a turning on edge or East-West 80, there would be no
effect at 21]1 on the overall nattern of the field.

“e In your ovinion and referring specifically to this
Exhibit, ™Mr, Hayford, wili one well drain the 80 acre mattern
as shown by that Exhibit?

A, In all pr@bability, ves,

Je It will drain 80 acres?

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

e The Exhibit, was 1t designed to show that one well
wlll drain 80 acres?

A. No, 1t is not., It is designed to show a patterr of

Arilling to be comnared wilth that of 2 set vnattern as agalinst
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one that is not a set nattern, The couvarison of the patterns
1s the thing I wish to polnt out., 7T do not want to suggest
that the field may--one well may or may not drain successfully

an 80 acre unit,

Ze Do you have anything to add te that, Mr, Hayford?

2. In your ovinior, and based on your study of the South
Knowles-Devoniar Pool, with particulsr reference to the NE/4,
would attributing the S/2 WE/B to a well located in the NE/L
result in the attributlior of dry acreage to that well?

A, Yes, it would,

Se And would that thern result in the drilling of un-
necessary wells, if ve assume, as the Commission has found,
that one well will drain 80 acres?

A, On that assumption, yes., If ﬁhe Commission were to
see fit to unitize the N/2 NR/L with the S/2 of the same quarter,
this would, in fact, unitize acreage that has no-~is worthless
or without any drainage nossible to ascreage that has oll under
it, to the best of our knowledge at this time, and further
would force us to aArill twe wells to Arain one 50 acre units
in other words, we would have to drill in order to meet off-
sets; we would have ton drill in the 660 out of the WE/4, and
Arill two wells on an 80 acres which would have s productivity
of only 80 acres of drsinage. In other words, we would be
drilling two wells where ore well would accomnlish the purnose,
if 1t would drzin 80 acras,

Zs Have you anything to add to that?

A, 1o,
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By HEABIKC EXAMIHMER MANKIN:

~

e 1 take it from your testimony, then, Mr, Hayford, that
the well that Hammond and Warren is drilling in Section 19 you
do not feel is going to be productive?

4, T do not,

e I am just trying to get some history.

A, My conversation with Mr, Hammond would lead me to
belleve that he ls drilling it more on the basis of land prob-

lems that 1t is zeologieal,

)

o Anv questions of the witnessz? If you you are excused,
h

D

M, KELIAHIN: VWe offer in evidence Zxhibits Nos,

[aY}

through £, irclusivs,
HEARING EXAMIYVER MAWNKIN: Is there ohjection to the

entering

o

f these 5xhibits? TIf not, they will be so entered

in this casge,

MB. XELLAHIN: That comnletes our n»resentation,

L

HEARIMG SXAMINSR MANKIN: Does anyone have = statement

[0

teo make in thisz casze? 1If not, we will take the cass under ad-
visement. Thank vou,
HEARING COLICLUDED,

STAT* QF NEW MRXICO )

n

COUNTY OF SANTA FA
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I, Joy E. Fincke, Espvorter, do hzareby certify that ths
foregoing and sttached transcript of procsedings bhefore the

Yew Mexico 0il Commissior Exanmiiner 2t Sants Fe, New Mexieco, 1is

Ay

2 true and correct recor

Ch

, to the

i

hest of my knowledpe, skill

J

ated at Sante Fe, New Mexico 29th day of lNovember, 1

this

Rghorter
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