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BEFORE TRS 
OIL CONSERVATION COMMISSION 

Sf Af 1 OF NEW MEXICO 
Santa Fe, New Maxico 

January If# 1956 

IN m xlffsi OF! j 
Application of A stee OH ami Gas Company for an ) 
ordar approving a non-standard gaa proration unit j 
la exception to Rule 5 U) of Ordar S-©1© of tha ) 
Spacial Rulea and Regulation* for tha Bllnabry ) Case Ho. 99 
Oaa Pool, La* County, Haw Mexico. Applicant, in ) 
tha abova-*tyl*d cauaa, seaka an ordar **tabliah- ) 
ing a 40 acre non-atandard gas proration unit eon* ) 
aisting of the NS/4 US/4 Saction 10t Townahip 21 } 
South, Range 17 EaatJ aaid acreage to ba dedi- ) 
oatad to applicant9* Dauron Wall Ho. 2-B loeatad ) 
660* FNL and 525* FSL of aaid Section 10. ) 

AFTERNOON SESSION 

Bafore: X. 3. (Johnny) Walker and William B, Macay. 

fRAIiSCSIP? OF HIASIMO 

CHAIRMAN MACSYt The next aaaa on tha docket ia Gaaa 992* 

MS* DAVISI Quilman Davis and Jack Campbell, attorneya for 

Applicant* Va hav* ona witness. 

having flrat been duly sworn* taatlfiad aa follow* I 

smscf mummnm 
Bv MR. DAT lis 

Q Plaaaa atata your name. A My nama la Frantic* Watt 

Q What is your position with A stee Oil and Gas Company? 

A I am District Superintendent in Hobba, Maw Mexico. 

Q Are you familiar with tha application filed on behalf of 

Aztec Oil and Qa* Company in Case 992? 

A Tee, X am* 

2 

8* 

MR* BAVX5S Ara tiis quaiincatioiis or thia witness aceapta 
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CHAIRMAN HACEYt Tea air 
2 

Q What is the natura of Astec Oil and Oaa Company's applica­

tion? 

A This application la for an exception to Rule 5-A of Order 

610 as amended for the establishment of the non-standard gas unit 

in the Blinebry Pool, This covers a 40 acre unit comprising the 

northeast Quarter of the northeast quarter, aectlon 10, Townahip 2". 

south, Range 37 eaat, It's reflected on a plat attached to our 

application. The effective data of this application is to be Novei 

ber 1st, 1955. 

Q Mr. Watts, in that connection, by "effective date" you raeai 

our request for the establishment of a non-standard proration unit 

ia effective as of Moveraber 1? A Yea. 

Q That is our request, Did you state the name of the well 

that's located on this tract? 

A Th® name of the woll is our Dauron 2-B located 660 feet 

south of the north line and 525 feet west of the east line of Sect: 

10, Township 21 south, Range 37 east, 

Q When was this well originally drilled? 

A This well was originally completed in 1951, later, January 

1953, i t was dually completed in the Blinebry and Drinkard sonea. 

I failed to say i t was originally completed in the Drinkard sone. 

Q It was initially drilled In 1951 to the Drinkard formation 

A That is correct, 

Q When was i t dually completed as a gas well? 

A I t was dually completed February the 26th, 1953. 

Q In the Blinebry formation? A Yes. 

Q This was in accordance with approval obtained from the 
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Commission? IE That la correct,, 

Q Mr. Watts, tha proposed non-standard unit, does i t lie wholly 

within a (krvernmental section? A v®»» 

Q Would you consider that this unit may reasonably be pro­

ductive of gas from the Blinebry formation in the Blinebry gas poolj? 

A Yes. 

Q Well, you have already stated the sise of the unit which 

would indicate that i t doesn't exceed 2640 feet? 

A That is correct. 

Q Who owns the working interest in this 40-acre tract? 

A Astee owns the entire working interest in the proposed uni^. 

Q Mr. Watts, why is Aatac making this application at this 

time? 

A On or about November lat, 1955, we were notified by Continj-

ental Oil Company that they no longer cenaidered the pooled unit 

to be in effect. Therefore, we are requeating a non-atandard 40-

acre unit be designated. 

Q Let*s first describe what waa i t , the pooled unit? 

A Originally upon completion ©f the Blinebry sone, the pooled 

unit was 160 acre* consisting of the northeast quarter of Section 10, 

Township f l . 

Q That wasn't at the time that the well waa initially completed? 

A Ho, i t was not. 

Q That waa by agreement reached as of January 1, 1954? 

A That i * correct. 

Q We are now coming in since we have bean advised that the 

Continental, who ls the owner of the other land in the northeast 

quarter — 
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A (interrupting] That Is correct, 

Q (Continuing) — no longer considers that a pooled unit, * 

are now asking application for the 40 acres on which our well is 

located? A That ia correct, 

Q ts i t your opinion that i f this non-standard gas proratior 

unit is not approved bv the Commission, that the Applicant will b« 

deprived of the opportunity to recover its Just and equitable shar 

of its gas in th* reservoir? A That ia correct, 

MR, DAVISt I believe that is a l l the questions I have, 

CHAIRMAR MACEYt Any questions of Mr, Watta? Mr. Dippel. 

MR. DIPPSLt Harry 0. Dippel for Continental Oil Company, 

and Mr. Jason Kellahin is also representing Continental. 
CROSS SXAHIHATION 

Ev MR. DIPPELJ 

Q Mr, Watts, you spoke of a pooled unit. Do you have a Form 

C-104 or Form C-110 with a plat attached showing the pool unit you 

are talking about? A Ho, sir, 

Q Do you know whether or not Aztec has ever filed with this 

Commission a Form C-104 and a Form GilO with plat attached showing 

this unit? A I don't know, 

Q Will you answer my question, Mr, Davis is not testifying. 

A Yes. I do not for sure, sir, 

Q What unit are you talking about when you referred to a poo 

unit? 

A We are talking about the northeast quarter of Section 10, 

Township 21, Range 37 east. 

Q What evidence do you have in your possession showing the 

limit of that pool unit on anything that you have filed with this 

e 
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A we have letters to the Cotmlsslon, wt* have cuulaa of lettea 

to the Commiaslon froa Continental and Aztec. These letters were 
dated June IS — 

Q (Interrupting) I don't believe vou understood my question. 

Let me restate i t . A All right, sir. 

Q What evidence do you have of anything that Aztec has filed 

with this Commission showing the limits of this pool unit? 

A We have these letters that I aa referring to, which design­

ated 

Q (Interrupting) You haven't understood my question. What 

evidence do you have in your possession covering anything that Aat« 

has filed with this Commission on which is shown the limits of thi« 

pool unit? 

A Do you mean a state form that we file? 

Q Anything that Aatec has filed with the Commission defining 

the limits of the unit that you referred to as a pooled unit. 

A I believe these letters that I refer to designated the arei 

that is in question. 

Q You didn't file a Continental letter with the Commission, < 

you? A No, sir, we did net, 

Q Why don't you try to answer my question, Kr. Watts? 

A Apparently I don't understand the question fully. 

Q The question simply is what has Aatec filed with this Com­

mission in which they have defined the limits of the unit that you 

referred to as a pool unit? 

A We have not filed any specific form designating the 160 ac:: 

that I have referred to. 

Q Let me ask you this question, what have you filed with thi s 
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Commission that is requirod of Aatec to be filed showing a pooled 

unit which will show the limits of thia unit that you referred tot 

A Only the latter that w® referred to them. 

0 Is that required to be filed by the rules of this Comraissio 

A No, sir. 

Q Iou haven*t answered my question, Mr. Watts. 

MR. DAVIS* I would like to object to counsel's questions 

here. I don*t believe his questions are within the call of this 

hearing. This is an application for a 40-acre non-standard unit, 

and I don't believe his questions are pertinent to this particular 

application. 

MR. BIPP&Lt The witness has said that this 40-acre applies 

tion deals with something that he refers to as a pooled unit which 

he claims Continental no longer considers in effect. I think it's 

very pertinent. I f there Is a unit of which this 40 acres are a 

part, we are entitled to know what the unit i s , and I think the 

Commission is entitled to know i t . I f there is no such unit, then 

the witness is incorrect when he says there is a unit, 

MR, DAVISt I think i f there is any question about the for­

mation of a unit, then that is a matter that should be called under 

an application of Continental, or we have no objection i f the Com­

mission wants to set down an application for a hearing on the ques­

tion of the northeast quarter as the pooled unit. All we are askin 

for is a 40-acre non-standard unit consisting of the northeast, of 

the northeast of Section 10. 

MR. DIPPKLi Do I understand that you are asking for a 40-

acre unit effective November 1, 1955, is that correct. 

MR, DAVISI Yes, sir. 

n? 
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rat* uxri Bju i nr a watte, may x six up neref 

CHAIRMAK MACEY? Yes, sir. 

Q A» I correct in understanding that you said awhile ago thai 

there was some sort of a 160 acre tract of land which you referred 

to as a pooled unit, of which this 40 acres at one time was allegec 

by you to have been a part? A that is correct. 

ME. DIPPILj I submit to the Commission then that th*y are 

asking for an unorthodox 40-acre unit covering the 40-acre tract wl 

apparently this witness has testified at one time was a part of soi 

other kind of a unit. I don't know whether it is s t i l l a part of 1 

unit or not, i f i t ever was. I think the Commission is entitled tt 

know whether it is or not. Unless we can interrogate this witness 

about i t and find out what he knows about i t , I don't see how we 

will ever develop that. 

MR. DAYISf In answer to that, i f the Commission please, I 

think the witness's answer was responsive to my question for the 

purpose of filing this application. I specifically asked him what 

the purpose of this application was and why we were filing at this 

time. He is simply telling the Commission, or advising tha Com­

mission, the reason that we are filing and asking for a non-atandai 

proration unit effective November 1, 1955* We are not even consid< 

ing in our application or the call of this hearing, the formation 

of the unit. 

MS. DIPPEL1 May I see the application, please? 

CHAIRMAN MAC3Y: I believe there's a copy of i t . 

Ml. DIPPEL? Could I have the original? 

Q Mr. Watts, will you look at this letter or document I hand 

you on stationery, reading, wAztec Oil and Qas Company, 920 Mercant 
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Securities Building, Bellas 1, Texas*, dated November k, 1955, 

addressed to the Oil Conservation Commission, State of New Mexico, 

two pages signed Astec Oil and Oas Company by Quilman Davis, Cenera 

Attorney. Will you look at that please? 

A Yes, sir. 

Q Is that your application? A Yes, sir. 

Q Will you refer to numbered Paragraph 7 and read i t please? 

A Paragraph 7, "Applicant has been unsuccessful in its effort 

to pool th* landa covered by this application with adjoining lands 

form a standard ga* proration unit as provided by Order 610 as amer 

ME, DIPPELs I would like the Reporter to mark this as Con­

tinental Exhibit 1. 

(Marked Continental's Exhibit No. 
1, for identification.) 

Q Does that Paragraph 7 which you read deal with this so-cal3 

pooled unit you referred to awhile ago? 

A Yes, s i r . 

Q Then there was never such a unit by the very language of 

that Paragraph 7? 

A Yes, sir, we are under the opinion there was a unit. 

Q Let me — A Go ahead, 

MR, DAVIS: I will object to the question again. We are 

talking about an application here for a non-standard unit. The 

statements made ln this application are s t i l l not bringing out the 

question of whether or not we did or did not have a unit, I 

would like for the Commission to consider that i f that matter is t< 

be considered i t be on application of Continental, or by Commiasloi 

own order for hearing. 
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If i t doean9t state the truth we ought to know i t . I t says right 

here they were unsuccessful in pooling i t and setting up a unit, 

I think the question is Tory pertinent, 

MR, DAVISI One other point, i f the Commission please, is 

that this application was prepared and dated after we had been ad­

vised by Continental of their decision, or that they conaidered th 

pooled unit no longer effective. Maybe I personally used some 

rather loose language there, but I s t i l l contend that we are not 

raialng th* question tn this application a* to whether or not a 16 

acre unit wa* formed. Certainly that paragraph waa prepared and p 

Into the application after we had bean so notified by Continental 

that they no longer considered that a unit. 

CHAIRMAS MACETi Mr, Davis, we feel that the original unit 

whether or not i t was formed or wasn't formed, is a pertinent part 

of this case since this acreage was originally part of that purpor 

unit. I don't think we can divorce ©ne from the other. I f Mr, 

Watta can answer th* question} I frankly don't think he understand 

I don't think he can not answer i t . I don't think he understands 

what you ar* driving at. Maybe you can rephrase the question that 

you asked before. 

MR. DIPPEL j I will be glad to try another approach, Mr. 

Macey. 

Q Mr. Watts, perhaps this will help you understand what I am 

driving at. Do you have a copy of the application before you ther 

A T»s. 

Q Will you look at the first paragraph of that application? 

That first paragraph reads like thi*, does i t not? "Astec Oil and 

3as hereinafter referred to as Applicant, hereby submits its 
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application for administrative approval of a sen-standard gas pro* 

ration unit comprising the northeast quarter, northeast quarter ol 

Section 10, Township 21 south. Range 37 east, KMPH, Lea County, 

Mew Mexico, as reflected on the plat attached hereto, effective 

November 1, 1955*. Do you knew why the request was made that i t b 

made effective November 1, 1955? 

A Taa, sir, that is when we were Informed by Continental tha 

the unit, the 160 acre unit to which we have referred, was no long 

in effect. 

Q Do you have in your possession any document of any kind 

bearing the signature of Continental Oil Company showing that ther 

ever was any such unit? 

MR. SATISi I don't believe Mr. Watts Is qualified to anew 

that. 

MR. DXPPSLs He knows he has it In his possession. 

MR. DAVIS: Iou said in his personal possession? 

A I do not have it in my personal possession here. 

Q Thank you. Mr. Watts, do you know of your own personal 

knowledge — let me withdraw that question. What did you state yc 

position is with Astec? 

A I am District Superintendent. 

Q forty acres that ls covered by your application is within 

your jurisdiction? A lea, sir. 

Q Is i t a part of your duty in that position that you occupy 

to file reports and forms required by this Commission with respect 

to oil and gas wells in the territory over which you have juris­

diction? 

A In most cases, yes, sir. 
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Q In what eases is i t not your duty* 

A I don't have any specific eases where i t is not my duty. 

It more or less depends on the situation and my — 

Q (Interrupting) Sire us a situation where i t would not be 

your duty. 

A Feasibly when the subject is being handled by the Dallas 

Office. 

Q What kind of a situation would i t be when the subject woul 

be handled by the Dallas Office? 

A I believe that would have to be decided by management, my 

superior, and not myself. 

Q Oan you call my attention to one such instance that has 

happened within the last two years? 
A Well, X am sure there hav* been several. 
Q Can you name one? 

A For example, as concerned this, I did not participate in an 

. of the conference* concerning the unit with Continental. 

Q Are you, and were you on January 1, 1954 and at a l l times 

from that date to today in charge of the operation of this well? 

A Te*, * l r . 

Q Ia I t not then a fact that that being true, i t was your 

responsibility to file forms aad reports required by the rules and 

regulation* ef this Commission with respect to that specific well? 

A Well, sir, I did not file all the reports that are require 

for that particular well. My duti** for the reports filed with th 

Commission, 115S, OC-102, 1033, for work that we performed on th* 

well, but also I can name other farms that are required by the sta 

that I do not form such as th* production and royalty statement*. 
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~Q tot's stick vith this particular well, and lot'* &u back tc 

the first form C-104 and C-110 and plat attached that was filed coh­

ering the well that is dealt with in your application in this Case 

Ho, 992• 

MR. DIPPEL? May I see the well file? 

CHAIRMAN MACET: The well file? 

MR. DIPPELI Tea, the well fil e , I have in mind the forms 

104, 110 with the plat attached showing the original acreage attri­

buted to this. I believe i t was filed in November 1953. 

CHAIRMAN MACS!: This is the file right here. 

MR. DIPPELl That's not the one. 

CHAIRMAN MAOSY: Here is the original 104 that was filed. 

It was filed in February of 1953, Form 110 covering the distillate 

the Blinebry, Form 110 covering the gas from the Blinebry sone, 

and the plat that was filed in November of 1953. In other words, 

the 104 aad the 110 had been filed previous to filing the plat 

as I interpret the f i l e . 

MR. DIPPILt Thank you. Will you identify these as Rxhibii's 

2, 3 and 4, please? 
(Marked Continental's Exhibits £os. 
2, 3 snd 4 for identification. 

Q Mr. Watts, I hand you three documents which have been iden ­

tified by the Reporter as Continental's Exhibits 2, 3 and 4 in Casn 

992. Will you look at those exhibits please? 

A Yes, sir. 

Q Looking at Sxhibit No. 2, what signature appears on that 

exhibit? A A. M. Wiederkehr, 

Q Who is Mr, Wiederkehr? 
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A He was aa engineer with Aatec. 

Q Is he s t i l l with Astee? A Ho, sir, 

Q Was he under your supervision? A No, sir, 

Q Were you under his supervision? 

A He, s i r . 

Q What does that Exhibit I«o. 2 purport to be? 

A I t i s a gas well plat covering the Dauron No. 2 well in 

the Blinebry Pool. 

Q What acreage does that plat purport to show has been attri 

buted by Astec to the Datiran No, 2? A Forty acres. 

Q What 40 acres? 

A The northeast of the northeast quarter of Section 10, 

Township — 

0 How many Blinebry gas wells are on that 40 acre tract? 

A One. 

Q Is that the well that is the subject of this application? 

A Yes, sir, 

Q Has there ever at any ttae been any other Blinebry gas 

well on there? 

A Mot to my knowledga, 

Q let's leek at Exhibit Wo. 3 that you have in your hand. 

What does that purport, to be? 

A This is a certificate of compliance and authorisation to 

transport oil and natural pis, 

Q Whose signature appears on that in behalf of Aztec? 

A My signature does. 

Q When was that dated? A February 26, 1953. 

Q Doea that form — that is Form 110? That Form 110 covers 
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your Dauron He. 2 veil on the 40 aere treat that ia th* flU&JftCt 
matter of thia application? 

A X«ll read from the application, '•Thi* authorisation covers 

the transport of distillate produced incidental to normal gas 

production.* 

Q Hormal gas production free* what? 

A Dauron No. 2, Blinebry zone. 

0 Then i t does cover this well aa to its production from the 

Blinebry sons? A That is correct. 

Q Exhibit No. 4 that you have in your hand is a Form 0-110, 

What does that form cover, what well and what production? 

A Hits covers the Dauron Ho. 2. I t covers, to read from the 

form, "This cover* gas to be transported by Southern Union Qas 

Company*. 

Q Who** signature on behalf of Aatec, appears on there? 

A My signature 

Q What was your title at that time? 

A I wa* an engineer, 

Q I will ask you to look at Exhibit 3 once more. Tour title 

when you signed that was also engineer? 

A Yes, * i r , they were signed on the same day. 

Q Did you forward the documents that have been identified as 

Continental *s Sshibits Hos, 2, 3 and 4 in Case 992, concerning whi< 

you have just testified, did you forward those to the New Mexico 

Oil Conservation Commission, or to whom did you forward them? 

A I did not forward this one. 

CHAIRMAN MACIYl Which one are you talking about? 

A Exhibit 2, I cannot recall forwarding this one myself. 

>h 
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15 
Q Did you forward Exhibits 3 and 41 

A However, Sxhlbits 3 and 4 wars undoubtedly forwarded by me 

from Hobbs. 

Q At the time that you forwarded the documents that have beer 

identified as Exhibits 3 and 4, and which are respectively Forms 

C-110 and, they are both forms 3-110, where is the Form C-104 — 

let's withdraw that question. 

ME* BIFPILl Will you mark this Exhibit 5, please? 

(Marked Continental's Exhibit No, 5, 
for identification.} 

Q Mr, Watts, 1 hand you a Form C-104 dated at Hobbs, New Mexico 

February 26, 1953* which has been marked by the Reporter as Contin­

ental's Sxhibit No. 5 in Case 992. Whose signature in behalf of 

Astec appears on that? A My signature does. 

Q At that time you were also engineer? 

A Tea, air. 

Q Thank you. That also deala with this same well that is the 

subject of your application in Case 992? 

A Tea, sir, i t covers the mechanical details of perforations 

in the two sones. 

Q Tes, sir. I t covers the same 40 acres that is the subject 

of your application in Case 992? A That is correct. 

Q Mr. Watts, at the time that you as engineer for Aztec ex­

ecuted and forwarded for filing with this Commission the three doci-

ments that have been shown to you, and that have been identified 

by the Reporter as Continental's Exhibits 3, 4 and 5, you understood 

what those forma were, didn't you? A Tes, sir. 

Q Yeu know what they are now, denH you? 

A—Yes, sir. 
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Q The question now i s , have you at any time subsequent there' 

executed any such Forms 104, 0-104 0-110 covering the Dauron tb 

2 well that is tfee subject matter of these forms referred to as Sx-

hibits 3, 4 and 5* and which well is the subject of your applicatl< 

jb the Case 992 now on hearing? 

A I cannot recall filing aay* I would have to check a well 

f i l e . I do not recall filing any myself. 

Q Would i t have been your responsibility to file them, i f an; 

had been filed? A Mot necessarily so. 

Q Who else in the Aatec organisation might have had that 

responsibility, i f you know? 

A There could have been several in the Dallas office. 

Q Can you name them? A Possibly Mr. Wiederkehr. 

Q Is he now in the Dallas office? 

A Be is no longer with Aatec. 

MR. DATISi I think Mr. Watts is a l i t t l e bit confused abot 

Mr. Wiedarketer's position. I f you will let me ask him a question, 

get that point cleared up. It has been brought up twice. 

Q Was i t not Mr. Wiederkehr that was employed by Southern 

Union Gee and that Aatec being a wholly owned subsidiary, he natun 

ly filed the reports up until May 4, 1954, up to the time i t went 

out on its own? A That is correct. 

Q He has never been associated with Aztec? 

A Tes. 

Q But in his position with Southern Union Qas Company in the 

operation of the subsidiary at that time in »53 he did file report) 

on behalf of Aatec? A Yes, sir. 

Bv MR. DTFPUa 
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A Tea, sir. 

Q Is that tha Mr* Wiederkehr to whom you were referring in 

response to Mr, Davis? A That is correct, 

§ Does the form not show that he signed as engineer for Aztec 

A Tes, sir, he was representing Aatec, 

Q This fers i s not correct — 

ME, DAVISi I o-bjeet to that question, I was trying to ex-

plain, Mr, Dippel, that at the time the form was filed and up until 

May 1 of 1954* Kr, Wiederkehr had full authroity to sign any and al 

forms on behalf of Aatec Oil and Qas Company, but up until February 

of 1954 Aatec was s t i l l a wholly owned subsidiary of Southern 

Onion and after that date Southern union had an operating agreement 

performing services for Aatec up until May 1, 1954, at which time 

separate offices were obtained for them* That is what I was trying 

to point out. He had the authority in 1953* 

Q Do yeu know for whoa Mr* Wiederkehr i s now working? 

A He Is employed by Southern Onion Gas Company at present, 

Q In the 9*12** office? A Tes, 

MR. DIPPELi I believe that's a l l the questions I have of 

Mr. Watts. 

CHAIHMAU MACS?! Does anyone else have a question of the 

witness? Mr. Kitts. 

Bv MR. KITTSt 

0 The well was granted a 160 aere allowable, was it not? 

A That ls correct. 

Q I t has been producing under a 160 acre allowable? 

A That ia correct, 

Q T© your knowledge did Astee ever offer to Continental or anj 

!? 
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other working interest owWaT mi the 160 acres Utt proceeds of thiaj any 

of the proeeed* of the well? 

A I had no participation in any of the discussions concerning 

the acting procedures with Continental, and so I don't believe I af 

qualified to answer that, 

Q You can't answer whether such an offer was or was not made' 

A 1 am not qualified to answer, X don't know. 

Q So you know whether, of your knowledge, whether any demand 

was made by Continental for any share of the proceeds of production 

A Ho, sir, I do not know. Again I don't believe X am qualified 

to answer from having full knowledge fro© any that they may have 

offered, 
KR. KITTSj That is all, 

MR. BATIf i I hav® a question er two to ask Mr. Watts. 

By MR. fiara.t 

Q You were testifying a few minutes ag© in connection with 

Continental's Exhibits 2, 3 aad 4. 1st me ask you i f these exhibits 

were not filed on behalf of Astee Oil and Qas Company prior to the 

time that authority was given, and the granting of the 160 acre 

allowable? A That is correct. 

Q Before that was over considered? 
A Ye*# sir. 

Q These were filed im 1953* A Yes, sir, that is correct. 

MR, BAYISs I would like to also introduce as Aztec's Ex­

hibit So. I and I will ask you, Mr. Watts to describe the nature Jf 

that unit. I think you referred awhile ago to a plat attached to 

our application. Would you please briefly describe that exhibit? 
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A This exhibit Koa I m uas© 9̂ 5! i s a plat amities Exhibit J 

Application for Son-Standard Qas Proration Unit, Blinebry Qas Pool 

It indicates the location of the Dauron N©. 2 and indicates 40 acr 

northeast of the northeast of Section 10, Township 21 south, Bangs 

37 east, as being th* unit applicable to this well. 

MR, BAtlSt I f agreeable with the Oo®B»i**ion, I would like 

to lntrodue* this aa part of th* record, as &ehlblt No. 1. 

CHAIRMAS MACEYt Is there objection? Without objection, 

Exhibit Ho. 1 will be introduced, Astec's Sxhlbit No. 1. Are ther 

any other questions of the witness? 
MR. DIPPELt Yes, sir, I hay* some questions. 

RS*GR0§I SMM2KATXGH 

Shr MR. DlPPILl 

Q la response to Kr. Kitts* question, Mr. Watts, I believe 

you stated that this well Ms been producing on the basis of 160 

acre allowable? * *es, sir, that is true. 

Q Are you aware of what those allowable figures are? 

A Yes, sir , I m aware of what is in the gas proration sched 

0 Bo y©« knew ef your own knowledge whether or not that well 

has been producing its allowable? 

A I don*t recall whether i t is over or under right at presen 

but for the moet part i t has. 

Q I t ha* what? 

A It has produced its allowable* 

Q Do you knew whether it j*p*4uc*d Its allowable during the 

month of Deceaber of 1955 ar not? 

A December *55# I would have to look at records to see when 

the production was. I don*t recall. 
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beginning with January 1954 through December 1955, whether or not 

this well ever produced less than Its allowable? 

A I feel certain It did produce less than its allowable at 

times, and quite likely at times It produced more than the deslgna 

allowable as shown in th© allowable schedule* I feel that we eoul 

check that by looking at produetion records and the allowable 

schedule* 

CHAIRMAS MACEY? I ^ could. 

A I don't have these figures at hand from memory. 

Q Do yen know whether or not this well has ever been shut in 

because of ever production? 

A I don't recall* I am sure i t has been shut in for a few 

days at a tine* 

Q Be you know whether or not i t has ever been shut in because 

of ©ver production and because of an order of this Commission re­

quiring i t te be shut in to make up over-production? 

A that I do not know. 

Q I f i t ever had been so shut in, would you not know it sine* 

you are responsible for it? 

A Yes, sir, i f i t had bean shut in for any length of time I 

would knew I t * 

Q Are you telling the Commission now that you don't know 

whether i t has or has not been eo shut in? 

A Sir, I believe I said that I feel i t probably has been shut 

in for several days at a tiae because of overage or underage or 

normal vejHamee in ©ur prod not ion. 

Q Has tills well ever been shut in because of under produetior 
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A I 4o not recall* 

Q Tou said under or overage. X assume you meant under pro­

duction wnen you said underage? 

A I mean the normal variation, you can expect normal varlanc 

in the gas that the pipeline takes, 

Q Of your own personal knowledge, although you are personall 

responsible for i t , you do net knew if the well has been shut? 

A Hot officially shut in by the state. 

Q All right* larlier you testified in response to Mr* Bavis 

question on direct examination. X believe, something to th® effect 

Continental notified you that it didnH consider the 160 acres tha1 

you had bean referring to as being a pooled unit any more. Is thai 

right, did I understand you to say that? 

A tes, sir, that is correct. 

Q Who in Continental informed you that there ever was a pool 

unit which It no longer consldarod in effect? 

A Mg one in Continental i^Toraed me personally. 

Q what you testified to awhile ago is pure hearsay, you donf 

know anything about it except setiebedy in the Astec organisation 

told you? 
* * 

A Tes, sir, that is correct, I take verbal instructions qui 
often. 

Q Was that an instruction to you? 

A I aemf% guess you could eell that exactly an instruct ion. 

At least it was keeping me inforaed to seme extent what was going 

Q Let me ask you this question. As of right now, do you kno 

of your own personal teewledge and not based on what somebody else 

told you, do you know of your own personal knowledge that anybody 

I 

r 

'8 

ihat 

* 

id 

* 

te 

>n. 

\ 
ADA DEARNLEY & ASSOCIATES 

STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



12 

purporting t© speak for Continental Oil Company over told Astee 

that Continental a© longer ^nsldered this a pooled unit? 

A Trm my own personal knowledge no ons with Continental tol^ 

•m that, nor hare X personally received a letter froa Continental. 

Q So you don't knew whether that statement you made awhile a| 

i s true or net, of your own personal knowledge absent what any­

body told you? * That is correct. 

Q In yew organisation? A That is correct. 

MR. BOTIi.1 That is a l l . 

CHAIRMAN MAGIT; Anyone else have a question of the witnesi 

Bv HR. RACK*! 

Q Mr. Watts, under a l l the conditions that the well we are di 

cussing has been preduoitig since completion in the Blinebry sone, 

has th© well always been tied to Southern Onion Gas Company's syst< 

A Tes, s ir , that is correct* 

Q Under normal ©peratiag procedures is i t customary for you c 

one of your personnel in Aa$«* t© shut th* well in when the time a 

for i t to be shut in? A Ho, s ir . 

Q Who performs those functions? 

A Southern Union usually does that* I will say that our 

personnel ls out there evory day aad works very closely with them. 

We would be informed of that i f nothing else from the oil produeti 

the distillate produetion* 

Q When they shut the well in you don't know right away that 

i t is shut i s necessarily? 

A I would usually know within a day from our production re­

ports • 
Q In other words, y*u would know i f the well had been shut 1: 
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ever an extensive length of time ror amy reason? 

A I should knew, I aay not recall unless I would look at 

records. 
CHAIRMAN MACIYi B@®s anyone else have a question of the 

witness? 

MR. UXffWUt Before D» excuse tha witness, 1 would like to 

offer in evidence Continental*s SxMbits 1, 2, 3, 4 aad 5* 

CHAIRMAN MACEYi They have all been identified, have they n 

MR. WXWM*t Tes, sir, those are the exhibits concerning 

which he has testified, ajad they have had a Reporter** identificati 

CHAIRMAK MACKYj Is there objection? If not they will be 

received. Anyone else have a question of the witness? If not the 

witness may be excused. Do you have anything further, Mr. Bavis? 

{Witness excused.} 

MR, DAfISi If the CoKStissioii please, Astec s t i l l objects 

to the introduction of any testimony concerning whether or not the 

160 acre unit was formed. Wa strongly; believe i t was. We believe 

is a matter for a separate hsariag, but in view of the fact that th 

Commission has permitted Continental to question the witness concer 

ing that, we would like to call another witness to discuss that 

matter, 

MR* DIPPSLi May I state for tho record, they brought it 

up, we didn,t. Their witness talked about a pooled unit that we no 

longer considered in existence* 

CHAIRKAK MACEYi I think the record speaks for itself as to 

what tho score i s . If there is no further question of Mr. Watts, 

ho may be excused. 
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h&viag flrsT been duly awor>ig wt i f led as follow? 

By MR,,,, DAVIgi 

Q Will you pioaso state vour name for the record? 

A fan Thompson. 

Q f©« testified before this CesBslssien before? 

A Tes, sir. 
Q What is your position with Astee Oil and Oas Company? 

A Ties President. 

ME. DAVIS: Are the qualifications of the witness acceptab 

to the Commission? 

CHAIRMAN MAORIS Tes, sir. 

Q Mr. Thompson, ia your position as an officer of Agtee Oil 

and Qas Conpany, wore you involved in tho negotiations and the 

agreements reached with Continental Oil Company in the formation of 

a standard gas proration unit for the Bauron 2 well, consisting of 

the northeast quarter? A I was. 

Q Would you review briefly the correspondence and tha discus 

sions that wore held with representatives of Continental in con­

nection with tills? 

MR. BIPPILt We ar® going to object to any testimony or 

evidence concerning any negotiations regarding a possible fon&ation 

of a proration unit. Ther© ls no evidence before this Commission 

and I am confident that none can be produced, to show any unit was 

ever formed. The proponents in this application have not proven 

that there has been any such unit formed. This Commission has no 

jurisdiction to do anything about any breakdown of negotiations or 

to take any action with respect to the acts of any of the partie 

24 
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involved in tne negotiations even if the Commission desired to do i 

The testimony concerning such negotiations can have no other 

purpose than to burden the record and constate tho time of tho Com­

mission unnecessarily concerning a matter that the Commission has 

no jurisdiction of. And wt respectfully object te going Into 

these kind of things before this body, which has no jurisdiction 

with respect to it* 

MS. DAYISt I believe Mr. Dippel has just repeated ay con­

tention a few minutes ago* X don't know whether to object to it 

or not. X believe the Goass&ssioa ruled en my objection awhile ago, 

that th* formation and the request of the formation of the norths* 

quarter of Section 10 as a unit was a material part of th* entire 

hearing,, while X * t i l l object to the t*«timony through cross 

examination, X fool like they put seme in,we ought to be able to 

have some direct testimony on the seme subject. 

MR. DIPPELj Could I make a further statement in support of 

my objection? I think the record will show that any cross exam­

ination of Mr, Watts by a* with respect to this so-called pooled 

unit thing was directed to his statement on direct examination that 

someone In Continental had indicated they no longer considered it a 

pooled unit, X would like, however, to call the Commission's parti 

cular attention to Astec's application in this Case Ho. 992, which 

has been offered by Continental as its Exhibit No. 1 in this case, 

on page 2, th* Paragraph numbered 7, of thia sworn application says 

"Applicant has ©eon unsuccessful in i t * efforts to pool the lands 

covered by this application with adjoining lands to form a standard 

gas proration unit a* provided by Order R-610, as amended.* Aztec 

has sworn that there has not been such a unit. Any testimony now 
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regarding whether there has been one er not is directly in eonriici 

with thslr sworn application, and I think is a matter, unless thej 

want to impeach their own application, is just a bunch of time-

consuming record-burdening material that can certainly serve no 

purpose* 

MR. DAVIS! If the Commission please, I canH help but dis­

agree with Mr. Dippel*s interpretation of i t . It is a matter of 

interpretation by tho Commission. It Is a copy of ©ur application 

filed with the Commission, and as I said before, it was filed before 

not after wo were notified of the decision of Continental. Tha 

question again as to whether or not tho use of the word unsuccessf' 

efforts might bo considered to say that we said there never had 

boon a form, is a gross misinterpretation. 

MR. DIPFRLt If the Commission please, on the basis of 

what Mr, Davis has Just said, it seems to me that Aatec took Con­

tinental's word, If Continental ever uttered such a word, for the 

fact that there was not such a unit formed. I am willing in the 

Interest of saving time, to stipulate there never was such a unit 

formed. 

MR. DAVIS; Haturally I can't agree to that stipulation. 

CHAIRMAN MACETt For tho record, Mr. Kitts is going to ex­

press tho Cosstisslon's viewpoint pertaining to the so-called unit, 

and the motion Involved in this instance, and the objection. 

MR. KITTSs It's th® feeling of the Commission that one of 

tho questions in this ease is the formation, or non-formation or 

tho existence, or the non-existence of tho 160 acre unit. Whether 

it was formed, if i t was formed by agreement, whether forejed in fa 

by agreement of the parties or formed even by operation of law, wi 
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-

—doi\ t lcnow*—we tmereiore zeex snac •.ny evxeence—eeanng on WUXB 

question is pertinent to this proceeding, being mindful, tho Com-

mission bslng mindful however that thors will bo certain questions 

touched upon ln tho testimony undoubtedly that will raise question 

that cannot properly be decided by the Commission, and tho Commiss: 

will try and endeavor in hearing the case and finally deciding the 

case, to keep In mind what it has the power to decide and what i t 

has not tho power to decide, We feel that testimony pertaining to 

the formation or negotiation for the formation of the unit is prop* 

at this time, so the objection i s overruled. 

MR. DAVISI I would like to state before examining Mr. 

Thompson, that we want to do everything we can to clear this matt si 

up. We certainly have no objection to the cross examination of Mr 

Thompson, and any of the questionsf however, X would like to point 

out to tho Commission that the gentlemen involved on these negotia 

te my knowledge aro not present* X mean Continental representative 

It may be taat we will want to request a continuance on that basis 

because we will not have an opportunity to cress examine thorn If 

there is a serious question raised concerning Mr. Thompson's test! 

stony. Furthermore, we would like to have incorporated ln this reci 

copies of letters filed with the Commission, and I am sure they ar 

the Commission's Hies, date Juno IS, which was signed by Aatec 

Oil and Sao Company requesting 160 acre allowable effective Januar 

1, 1954. 

CHAIRMAN MACSTj What was the date of tho letter? 

MR. SATIS. June 18, 1954. Then Continental letter aigned b; 

S. T. McCullom also to the Commission and written on behalf of Ccrti 

on 
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Stanolind Oil and Qas Company. Atlantic Oil and Refining Company, 

and Standard of Texas joining in that request for 160 acre allow­

able which we feel was the real basis and authority for the Com­

mission to grant the allowable as i t did. 

CHAIRMAN MACSYi Mr. Bavis, will you look at those letters 

and see i f they aro the lettars? 

Q Mr. Thompson. I will ask you to look at a letter on the 

letterhead of Aatec Oil and Qas Company dated June IS, 1954 addree 

to New Maxico Oil Conservation Commission, Santa Fe, Row Mexico, 

and signed by Q. B. Davis as Qonoral Attorney, with carbon copies 

being directed to Continental, Stanolind Oil, Atlantic Refining, 

Standard ©il Company of Texas, Would you briefly state what that 

letter contains? 

A Wall, this letter says that Aatec, Continental Oil, Stano­

lind and so forth, have agreed to the eommunitisatlon and pooling 

of their respective oil and gas leasehold interests in the north­

east Quarter of Section 10, Township 21 south, Range 37 east. Lea 

County, Sow Mexico for tho purpose of forming an orthodox gas pro­

ration unit consisting of 160 acres more or less, for tho Aatec 01 

and Cms Compaay Dauron C-2 well, producing from the Blinebry forma 

tion. 

Q Then briefly the requeot, without reading. 

A I t says a•communltisation agreement and related papers are 

now being circulated for signatures of the above-named companies. 

Since we anticipate that there will be some delay in completing th 

execution of a l l of the papers, l t is requested that a full 160-

acre unit gas allowable be set up for the Aatec Dauron No, 2-C Wel 

retroactively to January 1, 1954*. 

sed 

1 

e 

I 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



29 

left. SATIS 1 I will like to have tho latter of dune le, ly** 

marked aa Aatec*a Sxhlbit No. 2, and tho letter of June 24, 1954 

marked aa Exhibit No. 3. 
(Marked Aatecfs Exhibits Hos. 2 and 3 
for Identification.) 

C Sow. Mr. Thompson, I want to show you a letter on Continent 

Oil Company's letterhead, letter dated June 24, 1954, identified at 

Aatec*s Exhibit No* 3, and addressed to the New Mexico Oil Conserve 

tion Commission in Santa Fe, to the attention of W. B. Maeey, and 

signed by Mr. S. T. MoCollum who is Indicated on the letterhead as 

being Aaslstent Regional Manager of Production, Southwestern Regior 

Mr. Thompson, you are familiar with that letter, are you not? 

A Tea, sir. 

Q Since i t will be a matter of record with the Commission, ca 

you simply state that that letter contains substantially tho same 

information that you read, that I had written on behalf of Aatec? 

A Yea, sir, i t does. 

Q And that the letter was signed by Mr. McCollum on behalf 

of the four companies Involved, requesting the Commission to grant 

160 acre allowable as we did? Is that substantially the contents 

of the letter? 

A Tes, sir, that ls correct. 

MR* DAVISi I would like to have these two made a part of 

the record as Exhibits Mo. 2 and 3* 

CHAIRMAN MACEY: Those two letters identified aa Exhibits 2 

and 3. Is there objection? If not the two exhibits will be Intro-

duced in evidence* 
Q Mr* Thompson, will you just start at the beginning and 
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letters tnat we new nave i&anti£'iea as issnitits 2 ana yt 

MR* DIPPSL: So there will he no mistake, our objection go< 

to this whole line of testimony* 
CHAIRMAN MACEY; let the record so note* 

A Well, late in 1953 1 wrote to the Continental Oil Company, 

or I believe Mr* Davis did, and told them that wo had filed an ap­

plication with the State Commission for a 40 acre allowable, but 

suggested that we have some conversation about a pooling agreement 

on the whole 160 acres* So they wrote back and indicated that the; 

were interested. 

Q What data was that? 

A That was starting November 13, and then November 19 I had a 

letter from Hugh Johnson indicating their interest in i t . Then on 

December 17th Astee wrote the Commission and had their application 

dismissed for 40 aero unit. Os February 19, Quilman Davis and my­

self met in Ft* Worth with Continental's Mr. I . M. Robertson, Mr. 

S. V. MeCollum, aad Mr* Homer Bally, an attorney that I don't re­

member the name of that attorney* We agreed on a form of pooling 

of this 160 aeres. In the agreement they were also to complete a 

well in the Tubbo on the same 160* They agreed that we could keep 

tho produetion from our well, the whole 1©0 acre allowable until 

they got their well dually completed. At that time we wore going 

sell thorn a threoH^uarter interest in our well and purchase a one-

quarter interest in theirs for the actual cost of their completing 

the Tubbs well. That was a l l agreed to and Quilman Davis prepared 

the papers and tho letters of agreement and mailed them to them on 

March tho 9th. Wo never did hoar amy more. 

CHAIRMAN mm** 1954? 
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A— If54, March the 9th, 

Q Let m* ask you one orient ion. Tou referred to 160 aere all 

able. Actually the agreement amid we were entitled to a l l the 

production from tho Dauron well? A that is right. 

Q Until such time — 

A (Interrupting) Until such time as they got their Tubb wel 

completed and eeasocted to a pipeline. That was the agreement. 

They said i t would only take a short while, so we agreed to accept 

the cost ©a their well for the basis of the purchase. That was in 

February of 1954. We followed it up any number of times. In 

September of 1955. we had some conversations with Mr. Adams here. 

It was the first we knew that Continental didn*t want to go throug 

with tho deal. 

Q Mr. Thompson, these follow-ups that you have referred to, 

me ask you, some of them were in the nature of letters. However, 

most follow-up* were by telephone or personal contact with repre­

sentative* of Continental? 

A That 1* right. I personally at least twice talked te Mr. 

Robertson at Ft. Worth. We wrote thorn letters and you talked to 

them s*v«ral time** I8ever did they indicate but what the deal was 

going te go through the way that we had agreed upon. We felt like 

that there wa* agreement sad there, was going to be a unit. Then 

In September of »55 why i t all blow up. 

Q That Is carried out in connection with the tw© letters tha 

we introduced as part of the evidenc* In this case, the letters 

Jun* 18 and June 34? A That Is right. 

Q Which stated the companies had agreed on approval? 
A Te*. 
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Q We fool that i t was pooled and i t wasn't until September tl 

we had notice that they considered the pooling arrangements that w 

had agreed upon in February of *54| September 29, 1955 was our f i n 

knowledge that they considered them terminated. 
* 

A Yes, they same back in September and wanted to retrade 

the deal, What they wanted to do at that time was to buy an inter­

est in our woll for l^ee-quarters of what i t had cost us to duall; 

complete the well which was an entirely different deal, 

Q And obtain production from that date January 1, that was 

the now deal they offered? 

A That Is right* What they wanted to do then was make every­

thing retroactive to January 1st, 1954. 

Q tot me ask you, Mr* Thompson, was that deal that they are 

talking about now, was that ever offered to Continental? 

A Yes, you prepared a l l tho papers and mailed them over to 

them — 

Q I mean in the negotiations. 

A Oh, yes, in the beginning tthat is what wo wanted to do. W< 

wanted to seU them an intarost in the well for throe-fourths of 

143,000, but they said that was too much money and they could do i t 

for twelve or fifteen thousand. That is the reason we arrived at 

this other method, 

Q On tho same day? A On the same day. 

Q Which was on or about — A I t was February 19th. 

Q — February 19%h* Mr, Thoaps©m# i t was Mr* Hugh Johnson 

who is tho Regional Manager ot the Continental in this area, did h< 

have any knowledge that these negotiations wore being carried on? 

MR. SIFFH»t I had no IntomOlon to object to any of this 
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testimony, out I think that is going just a l i t t l * bit overboard 

too far. How could this vri tne as know what Mr* Hugh Johnson had in 

his mind or wtiat knowledge he had? 

MS* DAVISj I f Mr* Dippel will permit my witness to answer 

I will answer him* 

CHAIRMAN MACET: What Is your question? 

MR* DAVISl I f Kr. Thompson had any knowledge whether or n 

Mr* Johnson kaew about the negotiations we were carrying on, i f he 

ever talked to him about it* 

MR* DIPPEL! I have no objestion to him asking him i f he 

ever talked to Mr, Johnson about It* I object to him trying to ha1 

this witness testify about what Mr* Johnson might know. 

CHAIRMAK MASIYs I didn't know he asked that question* 

MR. DAVISi Mr. Thompson can answer "no* or explain to 

his knowledge. 

A Mr* Johnson had ful l knowledge of it* 

CHAIRMAN MACEY: Just a minute* 

MR* DAVISJ I will rephrase the question* 

CHAIRKAN MACEYJ I think that will be a real good idea. 

Tou withdraw tho original question, 

MR* SAVTSi I wil l withdraw the original and rephrase i t . 

Q Mr* Thompsonj was Mr* Hugh Johnson present during any dis­

cussion eeaeoming the formation of this unit on Pebruary 19, 1954' 

A No* I»d say that he wasn't. What actually happened, we mi 

in Mr* Johnson's office and then ho sent us Mr. McCollura and a l l o: 

ue over into another room to make this deal. Then after that wo a! 

went to lunch together and w® told him what had happened and he 

said, "That's fine** 
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Q Thank you. Mr. Tnompeen# you referred tt? a mooting with— 

representatives of Continental on September 29, 1955. War® there 

any additional eeitforeaees with representatives of Continental afti 

that date? 

A Too, air* Wo met f irst on September 29. Then in October 

we had a second mooting in ©ur offices there in Dallas, and then 

later wo had a mooting in Ft. Worth with Mr. Johnson and Mr. Herry 

Dippel. 

Q Was that on or about l̂ovember 22nd? 

A That is right. 

Q Wore any decisions reached other than what you have already 

stated at those subsequent meetings? 

A li© decision was «~ 
MS. DAVIS: (Interrupting) We may have some redirect 

questions. 

CHAIRMAN MACSTt Are there any questions of Mr. Thompson? 

MR. DIPP8U Io questions. 

CHAIRMAN MACSTj Anyone else? Mr. Kitts. 

mm mmmnm 
Sv MR. KITTSt 

Q Mr. Thompson, I think i t 's been established certainly that 

this woll in question was granted a 160 acre allowable and has boo 

producing pretty much up to that allowable? 

A Tes, s ir , that is right* 

Q 2 understood your testimony, I believe to be, that you fell 

that you wore entitled to the ful l 160 acre allowable or the fu l l 

proceeds of that because of an agreement? 

A That ls right. 
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Q However, there was a© notif ieation to th* Cemmi**i©Ti until 

roe ent months, was there? 

A There wasn't any not — 

Q (interrupting) That a formal execution of a written com-

munltisatioa has failed? 

A Mo* There wasn't. We didn't know ourselves It had failed 

until September 29 when they cam* to see u*. W* thought tho thing 

was in effect and we* being circulated to bo signed* 

Q Boring aay of the some *ighteen«months period from the tim< i 

tho woll *t*rt*d producing that allowable, or granted that allowable, 

end the Commission was notified of the breakdown of the negotiation, 

did Aitec offer any of the proceeds of the 160 acre allowable pro­

duction to «5©atiaos&al? A s©* 
Q Bi# Sentimental, te your knowledge, make any deamnd for an/? 

A Tee, sir. 

Q They made demand for it? 

A They did i t in this way, thoy wanted to buy a three-quart*?' 

Interest in tho well for t^ee-fourtha of #43*000 and take i t out >f 

production, which would be out of the proceed*. That, by th* way, 

we would hav* to get ©ur money. 

CHAIRMAN MACSTs What was th* effective dat* that they won 

going to start taking that out of there? 

A Oh, ©ask to January 1st, 1954* They wanted to make i t 

retroactive so i t would put us in the position of the well paying 

for itself. 

MR. KITTSj That is al l* 

CHAIRMAN MACSTs Anybody else have a question of the witness? 

By MR, GUiLLSXl 
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Q Would you state again what the last date ef the correspondence 

in 1954 that you had with Continental concerning this? 

A What correspondence? 

Q As X understand your testimony, there was quite a period 

there where there was ao negotiations? 

A Toe, * i r t that is right. We prepared the papers and nailed 

them to them aad they told us that they were circulating them, or 

I believe thoy aaid they had sent them to Houston, So we followed 

it up any number of times and finally $mt dropped the matter and 

let i t go. 

Q What de you mean you followed It up? 

A We followed it up by calling them and by writing thorn let tiara, 

X think only one letter, asking thorn what had happened to tho thin)?, 

Q What was the date of the letter that you wrote? 

A April 29th, it looks like. 

Q Of 1954? A That Is right. 

Q After April 29th, 1954 did you make any contact with Con­

tinental concerning this unit? A Tes, sir. 

Q Jm mads that how? 

A By the telephone or verbally once or twice right here at 

Santa Pe. We would inquire what had happened to the thing. 

Q From the time that the well wont into production, based on 

the 160 acre unit, did you have any books sot up showing what 

Continental's contribution would be, assuming that the unit was a 

unit? * »o, sir. 

Q If you thought at the time that that agreement had been 

reached, why ls it that you did not keep books to that effect? 

A Because according to tho agreement, we wore supposed to gob 
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-

all the pr*c**ds. 

Q Until how long a time? 

A Until they got tha Tubes wall completed and connected to a 

pipeline. 

MR. GURLEY: That is a l l . 

CHAIRMAN MACEYi Anyone else? 

MR. DIPP2LJ 1 have some questions now. 

By MR. W?m 
Q When yon testified in answer to a question, to a question 

by Mr. Kitts that It was your company1a understanding that you war 

entitled to all of the production because of your agreement, you a 

referring to a purported verbal agreement reached by representativ 

of Continental. Aatec. is that not right? 

A That Is correct. 

Q Ton feave not reference to amy written agreement, do you? 

A Yes, sir, I had reference to one that we prepared and mail 

over there which X signed, and they never did sign. 

Q Whet X mean was an executed written agreement? 

A Ho, sir. 

Q Mr. Thompson, at the time of those negotiations concerning 

which you have testified, did you or did you not know that tho 

acreage that Continental was talking about was New Mexico Federal 

unit acreage in which Stanolind, Atlantic and Standard of Texas 

owned an Interest along with Continental? 

A Too, sir, I knew that. 

Q At that tim* did you know that the Row Mexico Federal unit 

acreage involved was subiect to th* payment of royalties to Uncle 

Sam? * Te*, *ir, I did. 
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Q i» %% your toarimony %m,l It wa* your understanding that— 

the representative* of Continental Oil Company were agreeing to 

give away tho property of Atlantic, Stanolind, Standard of Texas, 

and of tho United States ef America aad give it to Aatec? 
A Yes, sir* 

Q That's your testimony? A That was tho agreement. 

Q You believed that? A Yes, sir. 

Q You testified a moment ag© in response to Mr. Our ley's 

question that some contacts wore done by telephone or in person? 

A Yes* 

Q There were numerous occasions during the negotiations when 

the matters were discussed in person over the telephone, is that 

not right? * That is right, yes, sir. 

Q You are not attempting to testify, aad I am not implying 

that you have so attemptod to, but you don't mean to say here at 

all that all of the negotiation* wore carried on in writing, do yo 
A Oh, no* 

Q There were many verbal ones, is that not right? 

A There were many conversations. There wasn't any more trad 

ing or anything like that * 

Q But there wore numerous conversations after the first con­

tact in an attempt to try to unitise? 1 believe your testimony wa 

that Aatec mad* the contact Making to unitis* or communitise? 

A I think that is right. 

Q Mr. Thompson, the proceeds of the production from this wel 

that is th* *ufej*ot of the application in Case 992 new on hearing, 

included proceeds for the portion of the production that normally 

would bo attribute*!* to th* royalty own*r owning the royalty undo 
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the 120 acres that the Hew Mexico Federal unit companies owned 

the leasehold estate on, and that wore being negotiated about in 

this ease? 

A Read that question again* 

Q Lot me rephrase It, wo can save time* fhe proceeds that 

would represent tho United States Government royalty from the 

production from thlo well, whore are they at this time? 

A W€ paid the royalty, tho foil i i royalty to our royalty 

owners under that 40 acre tract. We only kept the 7-3 which is 

tho working interest. 

Q Be X understand your testimony is that 1-4 of tho productl< 

from the 160 acres including the 120 undor which Uncle Sam owned 

the royalty, you have paid all that royalty t© the royalty owner 

under your little 40 acre tract? A That is right* 

Q Row, Mr* Thompson, Mr* Watte awhile ago testified about 

some people In tho Bellas office that might have the responslbilitj 

for filing forme, partisularly Form 0-104, 0*110 and tho accompany­

ing plat or plats that are required to bo filed in Row Mexico with 

this Commission* Bo you have anything to do with those filings? 

A Mot personally, no, sir. 

Q Bo you know who in the Bellas office might? 

A Woll, X would say now that with the exception of possibly 

some unit or something like that, that would be the responsibility 

of the man ln tho field. 

Q Bo you know whose responsibility that was June IS, 1954? 

A Tou moan about this particular woll? 

Q Yes, sir. 

A X weald amy that the responsibility for changing the thing 
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aaa filing the plat and all in that particular gaa* would be Mr* 

Davis haro* 

Q Iou ara talking now about tho forms amending lt from a 40 

aere to 160 aero unitt A that is right. 

Q Do vou know of vour own personal know! edge whether they 

wore ever filed? A So. I do not. 

NR. DAVIS: X object to this lino of Questioning. Maybe 

I goofed in not filing the ferns. X don't believe It has any 

material eff set on the application or tho hearing. If we were in 

error In not filing new amended forms, then X am certainly sorry. 

It was my responsibility. X will take tho full responsibility. 

MR* WALKSRtYo?: m m j a if his lino of questioning continues. 

Re has already finished and ho has answered. 
MR* DIPPSLl That is all the questions X have and I so 

stated. 

CHAIRMAN MAC2Y: Any more questions of Mr* Thompson? 

% MR. RXfTJl 
w 

Q To your mm knowledge, when did Continental make a request 

or demand of a share of the proceeds of production? 

A That waa In September 29, 1955* 

MR* KITTSi That is all* 

CHAIRMAN MAC2T: does anyone else? 

By MR* OtlRlRTl 

Q Under this agreement, Mr. Thompson, had tho agreement beez 

consummated, whore would the royalty interest have boon paid over 

the 160 acres? 
A Iou mean after the zgrvvaertt had gone into effect? 
Q First X will say would the agreement have boon retroactive1? 
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A" No, sir* Tho a.greeme»t was to go into errect om the data 

that thla Tubbs woll was connected to a pipeline, which was to bo 

dually completed, which it hasnH boos yet. 

Q Tou wore to pay tho royalty out of tho 160 acres to tho 

royalty owners under the 401 

A Ve had no discussion about tho royalty at a l l . Perhaps, 

well, what wo did, we just continued paying the same royalty ownerp 

that we had already been paying under the Drinkard royalty. 

Q Is it your testimony that you them paid tho royalty owners 

under your own 40 acres? A That is right. 

Q Tho allowable that you were taking for 160 acres? 

A Teat Is correct. 

MR. mmam That is ail. 
CHAIRMAH MACEYi Anybody else hare a question of the witness? 

MR. DIPPELi tot me ask him about tho last two exhibits. 

By m. BlffRIi 

Q Mr* Thompson, I hand you Astec»s Exhibit Ro. 2 in Case 992L 

from which you read moat of the last paragraph awhile ago. 

A Tes* 

Q Would you read all of the last paragraph, please? 

A It says, "The communitlsmtlon (pooling) agreement and re­

lated papers are now being circulated for signatures of the above-

named companies. Since we anticipate that there will be some dolar 

in completing the execution of all of the papers, it is requested 

that a full 160-acre unit gas allowable bo set up for the Aatec 

Sauron Re* 2-C Well retroactively %o January 1, 1954, in aceordanc|e 

with, and pursuant to, Order So* R̂ Tt-**** 

Q Thamk you. Sow, I hand you what has been marked Artec's 
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Exhibit No. 3 la Case 992, which Is th© letter signed ©n Continent* 

stationery by Hr. S. ?* McCollum dated June 24* Tou stated awhile 

ag© that that letter was in substance the same as Aztec*8 letter 

which is Sxhioit Se. 2t A that is right. 

Q Does this Continental letter which is Exhibit No. 3 also 

included as the final clause or phrase In accordance with and pur­

suant to Order So. R-372-A? 

A It apparently has tho same wording word for word, the 

whole paragraph* 
Q Is it? * Tes, sir. 

Q Compare tho two last paragraphs and tell me if they ar© 

word for word the same. 

A "Since we anticipate there will bo some delay in completing 

the execution of the communitisation agreement and related papers, 

it is requested on behalf of Continental Oil Company, Stanolind 
* 

Oil and Qas Company, The Atlantic Refining Company, and Standard 

Oil Company of Texas that a full l60~aer© unit gas allowable be sot 

up for the said Astoc Bauroii Ro. 2-0 weii, retroactive to January 3 

1954, in accordance with and pursuant to Order Ro. R-372-A.** 

MR. DIPPELi That's all the questions I have. 

CHAIRMAN MACEY! Anyone else have questions ©f tho witnessl 

By MR. MACSY| 

Q As I understand your testimony, you met with the represent! 

tlves of the Continental Oil Company sometime in February of 1954? 

A That la eorreot. February 19th* 

Q Your company rather prepared documents and sent thorn to 

Continental Oil Company in Marsh of the same year? 

A Marsh 9th* 
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H Can you tall me whether there was any correspondence oe^~ 
tween tha two companies between the time you sent tho documents to 

Continental Oil Conpany and the time you resolved the communicatio 

from them In September of 1955? 

A On April 29th there was a follow-up to Mr* R. M. Robinson 

which was in writing by Quilman Davis. 

Q Pertaining to this proposed — 

A (Interrupting) Pertaining to this very thing. 

Q Caa you tell me what prompted tho letters which the Cecils 

sion received in June of 1954 portaiaing to the proposed commimiti 

tion? I am referring to Aatec fs Exhibits 2 and 3. Do you have an; 

knowledge of that? 

A I deaft exactly know. I am sure Quilman does. 

Q In Saptember of 1955 you received some notification from Cc 

ental Oil Company pertaining to tho proposed deal? 

A That is right. 

Q Did that deal, waa it in off est-did, it broû it Continental ' 

share in tho well tho first day of January, 1954? 

A That is what tho effect would have boon. 

Q That wasn't satisfactory to your company? 

A That is correct. 

Q Do you have any further negotiations pertaining to the 

deal between that time and November of '55? 

A Too. sir. we met between that and Rovember. Ve mot two ot 

times. 

Q Without aay success whatever? A Without any success. 

MR. MACEYi That is all I have. 

MR. WALKER: You s t i l l have some re-directt 
MR. DAVIS: YM. 
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Q ia answer to Mr. Kitts* sad I bslisvt Mr. (hurley also brouj 

it ©ut awhile ago about a demand from Continental for aay payment < 

gas, actually there has been no actual demand, the nature of It was 

an attempt commencing on or about Sept ember 29th to retrieve the 

thing retroactive to January 1, 1954? 

A That is right. It was not a formal demand. 

Q i f wo accepted the proposal that they came in with in 1955 

hore, is I t true that we would have been convoying them an interesi 

three-fourths interest in the proceed* of the production plus for 

no cost other than ©ut of the produetion, plus money from Aztec to 

Continental* In other words, what I am getting at, actually we 

would reoeive nothing from Contiaeatal. They would have received 

three-fourths interest in the woll plus money based upon their pre 

posal, Is tfeat eerroot? A That is right. 

Q in answer to Mr. Ourley's question a few minutes ago about 

additional follow-ups after wo had had our meeting on February 19, 

was l t your impression that after tae letter of Aatec on June 18, 

and the subooquont letter of Continental on June 24, waa there any 

need for additional follow-ups? i t was in thoir hands, was there 

any need to continue to fellow i t up? 

MR. OIFP&Xi I can't see how the conclusion of this wltnea 

could have anything to do whether this is a fact or not* I t is 

Just his best goose* We will be hero this time next week i f we ar 

going to go Into those things, whether there was a need for anythi 

further or not. 

CHAIRMAN MACEY; Would you read the question? 
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(Question read*) 

CHAIRMAN MACSIs I think your question, Mr, Boris, def­

initely sells for en opinion* leu aay he able to restate i t to 

satisfy Mr* Dippel and the Commission. 

MR. DAVISt Mr* Macey, a l l I wee attempting to do was to 

dear up any impllomtions that might have been arrived at from Mr. 

Qurloyfs question about continued follow-upo. In othor words, I 

am simply trying to prove by this witneeo, or ask him whether ther 

was any need for additional follow-ups after those letters wore 

written. 

MR* DIFPH*i I have no objection to his testifying whether 

he thought there wee or not, because that dossn*t amount to anythl 

CHAIRMAN MACEY1 Would you state tho question so that the 

record wil l be clear on exactly what you aro saying. 

Q Mr* Thompson, do you feel there was any need for additions 

follow-ups, or there was any need for additional follow-ups? 

MR* DIPPEL i I am going to object to tho last part, as to 

whether this, or as to whether there was actually any need I do ob 

as to whether this witness thou^it there was any need* 

MR* DAVXSi I thought I was asking Mr. Thompson i f he thou 

there was any additional follow-ups. 
* 

MR. DIPFSLt Ro added, and whether there was any need or n 

MR* DAVISt Well, I have changed i t now. 

CHAIRMAN MACITt Is the question, do you feel there is any 

need for any additional follow-up? Did you feel that there was an 

A 1 would Ilk© to say this, that wo did follow i t up in 

September 22, in 1954 in writing to Mr. Robinson at Ft. Worth. 

After that we felt like that verbally we had done about a l l that 
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could be done, so we just dropped tne matter. 

Q Aad waited fer some reaction from them? 

A That la right. 

Q in answer to Mr. Dippel *s question a few minutes ago about 

conversations that were had after the February 1954 mooting. I be­

lieve you indicated that several of the conversations did relate t< 

tho forming of the unit. Let mo ask you, did any of them go at a l 

to the trade that wo had made in February 19? 

A No, sir. 

Q Mr. Thompson, Mr. Dippel also raised the question of royal 

peyments to tho united States, is i t your opinion that these royal 

payments ef the United States are the problems of Continental and 

not of ours? a I would think so, yes, s 

Q Mr. Thompson, what would be tho effect if there was a cut­

back of allowable, first let me ask — I need to get one matter 

straight. Please strike — 

MR. DAVISI Would Continental be willing to state, and I 

am not sure Just what your poaition is on this, whether or not you 

objecting to our application for a 40 acre non-standard unit, are 

you objecting to the formation of that unit? 

MR. KPFH»S We are not objecting to the formation of a 

40 acre non-otandard unit. 

MR. DAVIS! Thank you. 

MR. DIPPRXJ May I finish? 

MR. DAVISt Oh, excuse me. 

MR. DIPPELI But wo are objecting to the formation of that 

unit without the order authorising the formation of that unit a} 

requiring, to be perfectly blunt about it, the shutting in of the 
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mode up, 

MR. 0X7X3f If th© Commission please, we feel again that ttje 

question of the cutting back of this well would be a matter of a 

separate hearing* Vo would like to ask the ruling of tho Commissidn. 

Whether or not we would object to any consideration for shutting 

in the well — 

MR* DIPPELt Mr. Chairman, may I state that Aatec has ralsid 

that rery matter by the language of their application when they asl ed 

that it bo made effective November 1, 1955* There is going to hav<i 

to be some cutting back on tho allowable and shutting in to make 

it up oven to that* Apparently they are of the opinion lt has been 

over-produced since that time* 

MR* BAYIgf We are not of the opinion that it was over-pro­

duced at all* Wo do feel that we had due notice that Continental 

had made a decision to terminate the agreement, and that happened or 

started September 29, we continued those negotiations, or continued 

conferences with them and we finally wore certain that they considered 

the unit no longer in effect and that prompted our application* 

And alnco Sovember 1 was the closest date to a certain decision on 

our part that Continental had decided that the unit was no longer 

in effect, prompted us to make the application effective that date. 

We certainly didn*t have in our mind at all that the well was over-

produced* 

MR* DIPPEL: I am sorry te be bobbing up and down so much, 

but since this question has been raised at this point, and if then 

ls any possible chance of a doubt in the minds of the Commission t> 

what the answer to Mr. Davis* question ls, I would like to call tht 
r.~*m*mml mm fm a t t t M t i n n t n M t > » i 1 n *.li4wp;« ».h*fr. w«, f;h<ntr m»lr*^ fifty 
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answer very clear and that is that this commission, unless i t is 

going tc abandon its duties and obligations under tho act creating 

tho Commission and defining its duties and powers, i t ean*t legall 

authorise this 40 acre unit and grant this well an allowable and 

let it produce from the effective data of the Commission*s order 

saying that tho application for this 40 acre unit is approved, 

allowing l t to produce on a 40 acre allowable, i f the application 

granted as made effective November 1. 1955» without requiring this 

woll to make up tho production dating bask to January 1, 1954. whi 

It has been producing on the basis ef 160 acre allowable, which 

160 acre unit by their application and by their testimony, is showi 

to have never existed. 

Therefore, that gas which would be attributable to the 120 

acres owned by tho How Mexico Federal Unit companies was illegally 

produced by Aatec. The duty is clear, and I don't have to call th 

Commission's attention to the fact that the Commission's duty aaon 

others, is to protect the correlative rights of the owners of the 

properties involved. The only way this Commission can protect tho 

orrolativo rights is to enter an order requiring that all of this 

illegal production be made up. X think lt ia so clear there just 

can't be any question about it . X have found nothing in the rules 

or regulations or statutes that says that any operator has the righ 

to produce somebody else's gas, and the Commission will sanction 1 

MR. CAMPBELL!* X haven't popped up. May X make a statemon 

on this motion? 

CHAIRMAN MACSTs Tes, Sir. 

MR. CAMPBSLL: Xt appears to mo that this question hore ha 

gotten far beyond the application. The propoaition of what the 
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arrangemonta may have been between Continental and astec, the pose 

bllity that Continental my have mad© a bad deal, the question of 

distribution of tho 160 aere allowable during this period of time 

that the (kesalssion felt, and Aatec felt, even though Continental 

may not have, that there was 160 acre unit and that the pooling had 

been agreed to, is a question entirely apart from the Commission, 

and any accounting for that should be done in a separate proceedln 

and a separate action in the Courts possibly, for an accounting. 

Tho only question that appears to me is whether or not by Continen 

sending tho Commission a letter Juno 24, 1954, stating that they 

had agreed to pool, the Commission was authorised and goodness kno 

it has dene l t in hundreds of eases, to grant that allowable until 

they know otherwise. Aa soon as they knew otherwise after being 

advised by Astoe, they are being requested to reduce it to 40 aere 

allowable. What happens to the produetion, or what the agreement 

between tho parties during that interim period is between the 

parties, It would be grossly unfair In this hearing for tho Com­

mission to consider In Its order any attempt to reduce tho allowab 

during that period. The Continental was really interested 

to have it retroactive from January 1st, 1954 on their deal, but 

they aro not willing to have it bo that way now. 

ME. DIPPRL: I would like to call tho Commission's attenti 

again to tho feet that Aatec9s Exhibits 2 and 3 and Exhibit Ho. 3 

tho Continental letter of June 24, 1954, that letter concludes by 

requesting 160 aere unit gas allowable bo set for the said Aatec 

well, retroactive to January 1, 1954 in accordance with and pursue 

to Order Bo. R-3t7-A» Order 327-A contains Rule 11, no, Rule 12, 

under the heading of (.renting ef Allowables, "Ro gas well shall be 

ihe 

I 

Ml 

rs 

Ls 

on 

Is 

it 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



50 

given aa allowable until Form c-104 ana rorm y-ixu have been filed 

together with a plat showing aeroago attributed to aaid wall, and 

tho location of all wells on the lease* • 1 submit tjhero is no 

proof that they hare oror filed those forms or that plat* Therofo 

regardless of what tho allowable schedules might show, as a matter 

of law they were never entitled to 160 acre allowable* 

MR. DAVIS: If tho Commission please, the section that Mr. 

Sippel Just read, I believe is a Commission rule, aad I think it i 

certainly within the Jurisdiction of the Commission to waive the 

rules i f they aro so desireable* 1 don't think that is a matter 

of law. 

MR* DIPPEL: X submit that tho Commission knows it couldn* 

do that without a hearing 1 don't believe* If it did, it did not 

act in pursuance to Continental's latter of Juno 24, 1954, because 

the record will not reflect that tho Commission over notified 

Continental it was waiving this Rule 12 in Order R-372-A. 

CHAIRMaR MACST: Does the rule specifically state that the 

allowable should bo limited to tho amount of acreage attributed to 

tho woll on tho platf 

MR. BIPPBLt I don't believe i t says that. Let me refer 

te i t , i t doesn't say that in so many words, but it does say that 

no allowable shall be granted until Form C-104, Form C-110 have be 

filed, together with the plat showing aeroago attributed to said 

well, and tho locations of all wells on the lease. 

It ls clear to mo that it says that no allowable can bo 

granted for any ef the acreage until that form, those two forms an 

that plat is filed* I submit that any allowable that Is carried c 

tho schedule for this well, is, regardless of how it got there, i i 
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t 

an illagal allowable because it ia no* tb« P«* .M~*I
 u ™ - a m 

Biaaion*s rula*. If It la an illegal allowable, all the gaa they 

hare produced, wo didn't object to their baring the 40 acre allow-

able on their 40 acres in this 160 acre purported to have been unil 

but we submit that every cubic foot of gas produced beyond the 

Alowable attributable to 43 acres has been illegally produced. 

We submit that it lo our considered Judgment that it is the duty 

and obligation of this Commission to require them to make up that 

illegal production* 
CHAIMiaJ MACITl Let's take a short recess. 

(Recess.) 

MR* BlrTO* 1 Relieve I can say very 

briefly my answer to Mr* Davis* question, if I may be permitted 

to do so at this time* 

CHAIRHAK MACEY: So ahead. 

MR* BXFPSLf That is that we do not object to the granting 

of the application fer the forming of an unorthodox 40 acre unit, 

but the application requests that i t bo made effective Hevomber 1. 

1955, which is neoeoaarily a date that puts into issue the matters 

that we have been talking about here as aro the facts in the case. 

Therefore, our objection is to the effective date, and it is our 

contention that on the basis of the facts that have been develops, 

here in this hearing today, the effective date of the granting of 

feia application should be January 1, 1954* 

CHAIRMAN MACSYi Mr. Davis, as I understand, you objected 

to the introduction of aay testimony whatsoever pertaining to cut! 
* 

In allowable, is that correct? 
MR. DAVISi That is right. 
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MR. KITTS$ Tou objected to the future introduction or any 

testimony on that? 

MR* DAVI3: I asked Mr. Dippel what his position was. I as 

objecting to tho introduction of any testimony with respect to the 

cutback of tho allowable to January 1, 1954. 

CHAIRMAK MaCIT! Me fool. Mr* Davis, it is a pertinent part 

of the case aad we will consider amy testimony or evidence along 

those lines. Does that clarify the situation? 

MR* DIPPXLt Tea, sir. 
CHAIRMAN MACSTs Do you have any further questions? 

MR* DAVIS: I have two more questions to ask Mr. Thompson* 

Q In the event this well should be cut back to a 40 acre 

allowable as of Jasaary 1, 1954, what effect would that have on 

tho well? 

A It would have tho effect of forcing it te be shut in for 

several years. 

Q If that happens, in your opinion would there be drainage 

by offset wells ae to ©ur entire 40 acre tract? 

A Veil, that would depend on the wells that are around i t . 

I don't believe ther© ar© any wollo real clos© to it right now. 

There is being now wells recompleted all the time* 

Q During tho period ©f time it is quit© possible there could 
be now wells? * *•»• 

Q la it possible there might be drainage from offsot wells 

from the entire 160 that we have been talking about, the northeast 

quarter, by the existing wells, or as additional well? 

A I think that certainly could happen, yes, sir* 

MR. DAVIS: I believe that is a l l . 
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CHAIRMAN RACSxf Anyone also have a qua at lon ef taa wlbnoi 

BT MR. MAEEXRl 

Q Tou mentioned that there might be no offset, Mr, Thompson, 

isn't l t true that the Shell, Livingston touches the corner of 

the 40 acres in question, which has the 160 aere unit? 

A Xt might be. I am not familiar with a l l the Blinebry well 

down there* Xn the recompletion the rocorda get pretty confusing, 

at least they do in our office* 

Q Tou mentioned several years, would l t be six or seven year 

l t would have to be shut in to make up the allowable? 

A That l s probably true. 

MR* NAXKXJs Mr. Dippel, X had one or two questions with 

regard to some questions that X believe you asked him. 

Q Mr. Thompson, I understood you to state awhile ago in 

answer to a question that I think Mr* Macey asked you, he was aski 

you about tho several conversations that were had by varloua poop 

representing Aitoe and Continental* X believe you stated that non 

of those conversation* went to the trade* Am X correct in my 

recollection? A That ls right. 

Q Tou were referring to such of the conversations as you par 

tlclpated in, X take it? A That is right, 

Q Tou did not participate in a l l conversations, did you? 

A Ro, sir. 

Q Tou do not have a record that either you or someone under 

your direction made of tho times and places when conversations toe 

place, do you? A So, air. 

MR. MANRTN, Thank you* 

CHAIRMAN MACSTs Anyone else have a question of Mr, Thompn 
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If nothing further tha witness way be excused. 

(Wltnaaa excused.) 

CHAIRMAM MACEYJ BO you have anything further, Mr* Bavis? 

MR. DAVISj Ho more witnesses. We hare a statement to make 

CHAIRMAN MACEYS Mr. Dippel. 

MR. BIFPELt Wo would like to call Mr, Elvis tits. I boliomt 

ho has not boon sworn. 

i i t l l ! E l i 
having first boon duly sworn, testified as follows! 

fffEOt SIAMIHATIOR 

By MR. DIPPEI.. 

Q WIH you state your name please? 

A Elvis A, St*. 

Q By whom aro you employed? 

A Row Mexico Oil Conservation Commission, 

Q What ls your official position with the Commission? 

A Qas engineer. 

MR. BIPPU*! I take it that his qualifications will bs 

accepted? 

CHAIRMAN MACEYs tes, sir. 

Q In your position with the Commission, Mr, Uta, are you 

familiar with the manner In which the Commission prepares and koepje 

its gas proration schedules aad posts the gas production figures 

by months? A Generally familir, yes. 

Q At my request have you examined those records? 

A Tea, sir. 

Q Either yesterday or today? A Tes, I have. 

MR. DIPFELl Will you identify this aa Continental*s Exhibit 
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Ho. 6? 
(Marked Continental*! Exhibit Ho. 
for identification,) 

Q Mr. Vt%t Z hand you a document which the Reporter has mark 

for identification, Continental*s Exhibit Ho, 6. Case 992. Have 

you, prior to your being oallod to the witneaa stand, examined 

that document? A Tes, X hare. 

Q What is that? 

A That is proration schedules from January lat, 1954 through 

January 1st, 1956, for southeast Hew Mexico. 

Q Has this decmoent boon certified to under the seal of tho 

Oil Conservation Commission of the State of Hew Mexico by anyone? 

A Tee, it has. 

Q By whom? 

A It has been certified to by W, B, Macey, 

Q Under what date? 

A 19th of January, 1956, 

Q Is the seal of the Commission on there? 

A Tea, l t i s . 

Q Has it been sworn to? A Taa, i t has. 

Q When amd before whom was it sworn to? 

A I t was sworn to on the 19th day of January, 1956, by Ida 

Rodrlgues, Hotary Public. 

Q Tom do not mean that it was sworn to by Mr. Macey before 

Ida Rodrlgues? A That is correct. 

Q In what county amd state is sh© a Hotary Public? 

A The County of Santa Fe, State of Hew Mexico. 

Q ©a page ©ne ef tbe certificate in this document, I refer 

». 
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you to So. 1 which if there dessrlbod os Order ifo.AG-l and Schoduls 

attached thereto. Vill you refer to that order and schedule pleas 

What is Order No. A0»1? 

A that is a gas proration order for the period of January Is 

1954 through June 30, 1954. 

Q Tho gas proration order of what authority? Is that the 

gas proration order for that period of the Oil Conservation Cornells 

of the State of Hew Mexico? A las, that is correct. 

Q What Is Schedule A attached thereto? 

A Schedule A is tho nominations for January through June 195 

for tho gas pools of southeast How Mexico. 

Q I refer you to the instrument, or document, numerated as 

Ho, 2 In tho certificate which Is Order Ho. A0-1-A and the sheet o 

proration schedules attached thereto. What is Order Ho, AG-l-A of 

the Oil Conservation Commission of tho State of Hew Mexico? 

A That Is the order of tho Commission of the supplementary 

gas proration order for the month of January 1954. 

MR* DAVISs May I intorruptj i f Mr, Dippel would explain 

briefly what ho is attempting to prove by this document, perhaps w 

can stipulate and save a lot of time I f he would care to do so, 

MR* DIPPRL* I will be glad to state what I am trying to 

prove. I intend to offer this exhibit ln evidence to show what th 

proration orders aad tho proration schedules and the allowable 

schedules of this Commission show with respect to the allowables 

granted this well, and the production figures charged to tho woll 

each month beginning with January 1954 down to the, and lnclud 

ing the last month that tho Commission has records of. I might 

add that also included ln this exhibit are copies of the Commissio 
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Order Ho* aWgo4̂ t,aW37a»A, R-464, R-610. mil of which orders in aemi> 

manner ar another pertain to Astee's Dauron Woll Ho, 2, which ia 

tho subject of Altec's applleation la Oaso 992 now on hearing, 

MS. DATI3: Again X would like to enter my objection to tht 

introduction of tills type of testimony Into the record with respect 

to the application that Aatec has filed* However, if the Commissi >n 

feels It should bo made a part of tho record* we aro agreeable to 

stipulating that this document here is the record of the Commission 

and tho record of its files, and certainly may be incorporated as 

part of the reeord in this hearing,if X am overruled in my objection 

to tho introduction of this and all similar exhibits without iden­

tification, not as an exhibit, but as identification as part of tpo 

records of the Commission. 

MR* WALEIRt Are you agreeable to that stipulation? 

MR* DIPPKLt Se, X am not* X am going te offer it in evi­

dence for all purposes in this hearing* Ro limited purpose* X 

think it's admiaaible to show what tho allowables wore and what thp 

well produced amd what tho Commission's orders were with respect 

to this well* 

MR. CAMPBELL: Wo ere not stating that we have an ©bjectioh 

to the testimony which has already boon stated* What wo aro saying 

is that for whatover purpose it ls offered there is no reason to g> 

through page by page and thus identify lt as records of the Commie -

sion* We are willing to stipulate that the document with tho cert 

fioate attached, represent the records of the Commission in connection 

with tho allowables granted and tho production from these wells 

during tho period shown in the docket. 

MR* WALKERs Couldn't you make your point instead of 

A D A D E A R N L E Y & A S S O C I A T E S 
S T E N O T Y P E REPORTERS 

A L B U Q U E R Q U E , N E W M E X I C O 
T E L E P H O N E 3 - 6 6 9 1 



Identifying It aa page by page ana put l t In your summary a&_to_ 
5S 

your intant and what you want that particular exhibit to show? 

MR, DIPPELt May X aak Mr. Davis a question before X answef 

youra? 

MR, WALKERt Surely* 

MR* DIPPELt Do you know at thla time or not aa to whether 

Aatec will object to this entire bound material being received in 

evidence by tho Commission as Continental's Exhibit Ro. 6 in this 

case? When X offer i t do you expect to object to it? 

MR* DAVISi May we have a minute to examine the certificat •? 

MR* DIPPEL; Tes, sir* 

MR* DATISl The position of Aatec In this matter is that ws 

do object to tho introduction of this as an exhibit* We don't have 

any objection, however, to admitting that this is a record of the 

Commission, but we don't know exactly what its effects is, but i f i t 

is a part of the Commission record, i t Is a record only. But 

certainly in a l l these cases tho Commission considers not only the 

record, but a l l Its records• I don't know what we are gaining by 

putting this additional record of tho ©©amission into the record Jf 

the case when i t i s a part of the Commission files. 

MR* DIPPELi I f tho Commission please, I am afraid we are 

fixing to got into some rather fine legal arguments hore, which 

probably won't bo entirely appropriate before this Commission* Bilt 

I should like to assure tho Commission that i t ls our firm ©plnior 

that i t Is very important to Continental Oil Company to offer thia 

material in evidence as its Exhibit Ro* 6. I am anxloua, not only 

willing, but anxious to do everything I can to help expedite this 

hearing and cut i t as short as possible, but 1 cannot in the interest 
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of saving time sacrifice Continental QU Company's rights in this 

matter, X must respectfully rafuss to do so, 

CHAIRMAN MACEYJ Mr, Dippel, 4© X understand that you woul 

like t© g© through tho exhibit stop by stop and outline everything 

that is in that exhibit? 

MR, DIPPELt No, air, 

CHAIRMAN MACEYi Do X understand that you wish to offer th 

exhibit at this time ln evidence? 

MR, DIPPELt After I am through Interrogating the witness 

about i t I Intend to offer i t . I do not believe i t will be neeesa 

to Interrogate tho witness about every separate order and every 

separate schedule In here. It is net my purpose at this moment to 

do s©. Tho ©vents may develop that might make i t necessary for me 

to d© that. I d© not intend at this moment to take up every sheet 

of paper and ask him about i t . 

MR. OURLETt His offer of agreeing to stipulate If his ob­

jection is overruled, is that agreeable to you to stipulate as to 

the contents of tho subject matter there? 

MR. DIPPEL* As X understand the stipulation that I am ask, 

to consldor agreeing to, I can't agree to l t . I d® not, however, 

want to be understood in declining to agree to i t as contending thj 

every shoot of paper in this file is not officially ©n file in the 

Commission. I t i s * I shall offer i t to bo received in evidence ai 

such, but there are certain items of information in here that I thi 

i t i s Imperative that I interrogate this witness about so that i t 

ls called to tho particular attention of this Commission at this t: 

so that the Commission will have its memory refreshed about these 

records before i t i s called on to make a decision as to what lt 

i 

9 

try 

id 

tt 

i 

.nk 

me 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



60 

-H should do with respect to znis application, it may woll oo n̂as 

somewhere down tho road wo say find it very important to haro pre­

served this point right here. 

MS. WALKERt Do you put this forth as an objection? 

MR, DA7IS: We withdraw our agreement to stipulate. 

MR, WALKER j We are right bask where wo started from. 

(Questions resumed by Mr, Dippel) 

0 Mr. Dts, lot me ask you this question in tho hopea that we 

can kind of short circuit this thing a little. Have you examined 

the material that has boon identified hore as Continental's Rxhibi 

Ro. 6 sufficiently esarefully so that you can state whether or not 

there ia included within this eortifieato a copy of every proratioi 

order and every proration schedule, and every allowable schedule o: 

this Commission for each month beginning with the month of January 

1954 down to aad Including January 1956? 

A I believe I could do so in about two or throe minutes. 

Q X stead corrected. Mr. Campbell corrected me. The certif: 

cate states, Mr. Maeey certifies that, "I do further hereby certify 

after diligent search of the records of said Oil Conservation Com­

mission, that the above described are all of the orders, allowable 

schedules and proration schedules that have been adopted by the Oi: 

Conservation Commission of the State of Row Mexico affecting Aatec 

Dil and Cos Company's Dauron Well referred to in Case Ro. 992 on 

tho January, 1956, docket of the said Commission located in the 

Blinebry Qas Pool in the RS/A SS/4 ** Section 10, Township 21 Soutl 

Range 37 East, R.M.P.H., Lea County, Wow Mexico, for the period frt 

Hovembor 10, 1953* to January 1#, 1956, both inclusive•* 

Have you examined this material to aeo whether it includea ev< 
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schedule of this Coswission which deals with the allowables aad 

produetion of this woll for tho period certified to? 

A I have not examined it that closely, no* 

Q I believe we wore down to Order He. AG-l-B. Is that the 

Supplementary doe Proration Order of this Commission for the month 

of January If 54? 

A It is not, i t is February. 

Q I am sorry. February 1954. A Tes* 

CHAIRMAN MACRYs Would it expedite tho matters if Mr. Uts 

did examine It so that he could testify about it? 

Mil* BIPPHLj It might* 

A I will be glad to do so* 

CHAIRMAN MACEYt Why don't we take a few moments and do th^t? 

MR* BIPFBLi Fine* 

Q Mr* Uts, have you made the examination suggested by Mr* 

Macey? A Tes, I have* 

Q Are you now prepared to answer the question as to whether 

or not It does contain those orders and schedules? 

A Yes, I am, and lt dees* 

Q Mr* tfta, X ask you to refer to the item numbered "7* there 

which is Order ACU1-F* Will you find that order in that material, 

please? A Yes* 

Q Will you turn Order AG-1-F over on the reverse side and 

look at numbered paragraph three In parenthesis on that order? 

Bid that paragraph road, *A proration schedule, duly prepared by 

the Commission and thereafter adopted for the month of June, 1954, 

is hereto attached and made a part hereof| It distributes and al-
iflMtM the allowable production among ths gas wells in the nine gas 
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pools Hated above for tha perloo. siiatoe, ia aec&raauuo with till 

Rules and Regulations and Orders R-368-A through R-376-A, inclusivi 

A That lo what lt says. 

Q Will you refer to that proration eehedule attached to that 

order, please? Will you find Aztec Oil and Oaa Conpany Dauron Wei: 

2-A ©n there please? * Tea, air, 

Q What dooa that schedule show as to whether or not that wei: 

had an April not allowable*? 
A I t had a aogative allowable of 52,149. 
Q What does that aeon? Those figures are minus 52,149? 

A That i s correct. 

Q What does that indicate? 

A I t Indicates the woll ls over-produced by that amount. 

Q Dees that schedule show a column headed •Over", and does i 

in that column opposite this well show a figure? 

A Tes, i t does. 6S,G50, 

Q Is that tho over-production of the well as of the time the 

schedule was prepared? A Yes, i t i s . 

Q Does that schedule have a column labeled "May Met Allowabl 

A Tea, it does. 

Q What dees i t show the May net allowable? 

A negative figure of 67,43*. 

Q Does i t moan that i t i s that much over-produced? 

A That is what it moans. 

Q Does that schedule also have a column headed "Date First 

Allowable'*? A Tea, i t does. 

Q Does that column so headed have anything in i t opposite 

this well Ho. 2-A? 

i . w ? 

-

»»? 

ADA DEARNLEY ft ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



63 

A It has *», I . " in parentfeeses. 

Q I will ask you to refer to ths upper left-hand corner of 

that schedule and tail thia Coamiasion whether or not it explains 

what S. I* means. What does It state there? 

A "8. I , means that the well ls oror produced beyond the al­

lowed tolerance and must be shut in". That is a notation. 

Q Will you refer to, i t ls Item 9 on the certificate, will 

you refer to Order A&-2-A? A Tea, sir. 

Q What is that order? 

A That is tho Supplementary Qas Proration Order For the Mont 

of July, 1954. 

Q Boos that order on the second page thereof hare the same 

paragraph three in parentheses saying a proration schedule is at­

tached and made a part of i t , as tho proceeding Order AG-l-F had 

that you just testified about? A Tes, it does. 

Q Will you refer to that schedule attached to thia Order 

AG-2-A and find Aatec Oil and* Qas Company's Dauron Well 2-A on 

there please? A Tes, sir. 

Q What does the column hoadod "Oror" on that schedule show 

with respect to this well? 

A It shows an overage of 

Q What does It show in tho column labeled Mune Nat Allowable1 

opposite the well? 

A Negative allowable of 3,178. 

Q What dees i t show opposite this well in the column labeled 

"Bate First Allowable"? A It has S. I, 

Q Tho same S. I . as appeared on the schedule attached to 

Order A8-1-F with tho explanation in tho upper left-hand corner 
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—that this *maass that the well i s over produced beyond the allowed 

tolerance and must be shut in"? A It does, 

Q The next is Item 15, no, next is Item 24. Will you refer 

to Order AO-4-2? A AS-4? 

Q AO-4. A Dash 2? 

Q Tes, sir, A Teg, sir, 

Q Will yon state whether or not that is the "Supplementary 

Gas Proration Order For the Month of August 1955*? 

A I t so states, 

Q Will you refer to numbered paragraph three in parenthesis 

on the backsids of that order and see i f i t has the same language 

as the other that you testified about to the effect there is a pro 

ration schedule which is made a part of the order? 

A Tes, It has* 

Q Will you refer to thatattached schedule and find out this 

well, Aatec Dauron 2-A, 2-B, or 2-C, however i t is shown? What 

does that schedule show in the column headed "Over", with respect 

to this well? 

A It shows an overage of 37,393. 

Q Will you refer to the column headed "July Net Allowable" ai 

state what l t shows? 

A It shows a negative allowable of 26,332, 

Q Will you refer to the column headed "Date First Allowable" 

and see whether or not I t has anything in i t opposite this well? 

A I t has the same S* I . 

Q Moaning tho same thing? A Correct, 

Q Will you refer to the next Order A0~4-3, That is Item 25, 

A Tea, sir. 

*•> 

td 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



65 

Q" " Z« that the "Supplementary Qa* Proration Order For The 

Month of September, 1955"? A It Is* 

Q Will you refer to numbered paragraph three in parenthesis 

on i t and see i f i t reads the same as the several proceeding order 

you have just testified about? A Tes, i t does. 

Q The purport of that is that there is attached a proration 

schedule which is made a part of the order, is that right? 

A That ls correct. 

Q Will you refer to that proration schedule that is so attac 

and find the Aatec Dauron So, 2 well? A Tes, sir. 

Q What does that schedule show in the column labeled "Over" 

opposite this Aatec well? 

A I t shows an over production of 40,921. 

Q What does i t show in the column labeled "August Net Allow­

able"? 

A Negative allowable of 22,605* 

Q What does i t show in the column "Date First Allowable"? 

A S. I . in parenthesis* 

Q With the same note in the upper left-hand corner saying whj 

that means? A That is right. 

Q Will you refer t© the next Order AO-4-4? 

A Tes, sir* 

Q Is that the "Supplementary Gas Proration Order For the Mon 

of October, 1955*? A It is* 

Q Will you rofor to the reverse side and see i f i t has the 

same paragraph stating that i t has a schedule which is attached an< 

made a part of the order? A It has. 

Q Will you refer ts i t and find the Aatec Well in question? 
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-

k les, sir. 

Q What seas that schedule shew opposite that Aatec well in 

the column labeled •Over*? 
A 36,506 over production. 

Q What dees i t show in the column labeled "September Ailowabj 

opposite that well? 

A Negative allowable of 19,241. 

Q What does i t show in the last column, column "Date First 

Allowable" opposite this well! A 8. I . in parenthesis. 

Q I t doesn't, however, have the explanation in the upper lef 

hand corner? 

A Mo, i t does not 011 this page. 

0 Will you refer to Order AS-4-5, the next order? 

A Tes, sir, 

Q ig that the "Supplementary 8*8 Proration Order For The Mon 

of Hovember, 1955*? A I t i s . 

Q Will you refer to the reverse side and see i f i t has the 

same paragraph throe in parenthesis? There is a proration sehodul 

which is made a part of the order? 

A I t does, 

Q WIH you ref or to that schedule and find the Aatec well 

in question? What does that schedule show opposite the A%tec wel 

Duaron Wo. 2-A? * 27,946 overage, 

Q What dees I t show in the column labeled "October Hot"? 

A negative of 8,680. 

Q What does it show in the column "First Allowable" opposite 

the well? A S. I . in parenthesis. 

Q I t does not have the explanation in the upper left-hand cc 
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— W I X T YOU X OX wT T^nO ntJXT ^ « •• tf "v • — — 

Q IB that tha *Suppl®aantary Proration Order Fer The Month Oj 

December. IW*' A I f c *»• 

Q Does i t have the same paragraph Ho. 3 stating in effect thi 

there is an attached proration schedule which is made a part of th< 

order? A Yes, it does. 

Q Will you find that schedule attached and find on i t the A*1 

well in question? A Tes, sir. 

Q What does that schedule show opposite that well in the coli 

labeled "Over*? A 23,989 overage. 

Q What does i t show opposite the well labeled "November Net 

Allowable*? 

A Negative of 1,79̂ . 

Q What does i t show opposite that well, column *Date First 

Allowable?* A S, I . In parenthesis. 

Q But It doesn't have the explanation In the upper left-hand 

corner? A No, sir. 

Q Have you examined the monthly proration orders In this file 

and those orders commence with the orders effective for the month 

of January 1954 and go down to and including January 1956, to see 

whether or not this Aitec Dauron Well Wo. 2, the subject of Aztec' 

application in Case 992, has ever during any one month or any sever 

months produced no gas whatsoever, indicating that i t has been 

shut in? A No, i t has not. 

Q Have you made an examination for that purpose of the re cor 

of the Commission? A Tea, I have. 

Q Do you have before you a copy of what is generally referre 
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—feo ag a logger an get? A I ao. 

Q Would tha information OK that ledger show that If that war 

a fact that the well in any one or more months produced no gas wha 

soever? 

A The ledger sheet has been cheeked against the proration 

schedule and i t would eo shew. 

Q Do either the schedules ©r the ledger sheet reflect the 

fact that in any ©no or more months the well produced no gas, indl 

eating l t was shut in because of over production? 

A It hasn't boon shut in according to th© production record. 

Q While wo are on the subject, have you examined the well f l 

or any other files of the Commission, in which ther© would be on 

file reports, i f aay are required, indicating that the well has bee: 

shut in? 

A I have examined the well file and the proration schedules, 

and I have found no, nothing that indicates that the well has been 

shut in, no. 

Q So, could you then say in effect that as far as you are ab: 

te ascertain from tho records of this Commission, the well has nevt 

been shut in because ©f over production? 

A Tea, I can. 

Q Mr. Dts, can you say whether i t is a fact or not that the 

allowables shown on the schedules in the documents that have been 

marked for identification as Continental's Exhibit Ho. 6 now before 

you, that those allowables were based on a 160 acre unit or not? 

May I clarify my question? It could cause some confusion. Accept' 

the fact that there was an adjustment made at some time in 1954 to 

adjust those allowables schedules to show that there had been a chi 
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ia th© allowable© from a 40 aere to 160 acre or some other size 

unit basis, ar© th© allowables that you have testified about awhil* 

ago, aad th© produetion figures indicating over production, are 

they based on an allowable on l60 acre basis after adjustment'? 

A I believe the figures that I testified to here fro© J&nu&rj 

through Juno 1954 indicate a 40 acre allowable, But the adjustment 

was made In June to 160 aere allowable. I believe that would show 

on the July sohodule. 

Q Maybe I can clarify i t by asking you this question — 

A At any rate, the net status would show from January 

through December f55 the allowable on 160 acre basis. 

Q That is what I was trying to ask you, 

ME. KITTS: January wheat 

A January 1954 through December 1955. 

Q S© that referring once more to Order No. A0-4-2 in that fi3 

which I boliav© i s for the month of August — 

A Dash four dash two? 

Q Tes, sir* A Tea, air. 

Q What month ls that for? A August *55. 

Q Referring to the schedule attached to that order, the over 

production indicated on that schedule and the S. I . appearing in 

the last column over there, those figures are based upon an adjust* 

allowable a l l th© way back to January 1, 1954 on a 160 aere basis, 

are they not? Those ©ver production figures couldn't be with respi 

to a 40 acre unit could they? 

A Ho, they reflect the supplemental allowable Issued back to 

January *54* 

Q And show the status of the production or over production li 
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-

allowables as of that stontn covered by tnat urser oa we ioo acre 

basis? A That is correct* 

Q Frost the aeath of August, 1955 as reflected in Order AQ-4-; 

fro® that aonth through the month of September, October, November 

and December, a l l of the allowable and production figures shown on 

the schedules attached to the orders for those months are based on 

160 acre allowable, is that right? A That Is correct, 

Q Is It er not a fact then that at a l l times from January 1, 

1954 through December 1955, on 160 acre allowable basis, this woll 

has been oror produced at a l l times and s t i l l is as of the close oi 

December 1955? Is that a fact or Is i t not? Let me withdraw the 

question. My associates t e l l me I am in error that i t was not ovei 

produced the first four months of »54. 

A That is right. 

Q I will rephrase my question and ask you i f on 160 acre has; 

beginning with the month sf May 1954, i t has at a l l times and each 

month, been oror produced? A Tes, i t has, 

Q Just for tho purpose of completing the identification of 

what*s in this exhibit, Mr. Ota, I will ask you to refer to what a] 

pears in the certificate as Items 1 through 34, the Order R-26A-A t 

what does Order 264-A purport to be or coyer? 

A That Is an order of tb® Commission for the application of 

the Oil Conservation Commission upon Its own motion for an order 

designating, naming, defining and extending the gas pools of Lea, 

Eddy and Chaves Counties, Mew Mexico, 

Q The date of the order ls November 10, 1953? 

A That is right. 

Q Refer to the next Order R-372-A, 
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it Tat. 

Q i» that order also dated November 10, 1953? 

A Tea, air. 

Q Will you t e l l the Commission what that order purports to be1? 

A It is an order of the Commission upon the application of tte 

Oil Conservation Commission on its own motion for a l l operators and 

interested parties in Blinebry $as *ool to show reason why the rulis 

and regulations in Order R-356, with any essential amendments, shot Id 

not be put into effect 

Q Will you refer to the next order. Order R-610, ls that ordifr 

dated April 11, 1955? A Which order? 

Q 610. A The next one is 465. 

Q R-464. Is that order dated May 27, 1954? 

A Tea, i t i s . 

Q It is an order in effect clarifying and revising the verti­

cal limits of the Tubb and Blinebry Pools aad requiring — state 

what it purports to be? 

A Tea, it Is an order of the Commission upon the application of 

the Oil Conservation Commission of Row Mexico upon its own motion 

for an order, one, outlining the procedure to be followed in the 

stage of separation of gas and distillate in the Tubb and Blinebry 

Cms Pools; outlining the metering requirements of gas produced 

from the Tubb and Blinebry Gas Pools; and throe, clarifying and 

revialng the vertical limits of the Tubb and Blinebry Gaa Pools. 

Q Will you refer to the next Order R-610? 

A Toe, sir. 

Q Bearing date of April 11, 1955? 

A That is correct• 
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Q What does that ordar purport ta ©over? " 

A It 1© aa order of th© Commission upon th© application of th© 

Oil Conservation Commission on its owa motion for an order ammidiru.;, 

revising, and abrogating the existing rules of the Oil Conservation 

Commission and/or promulgating rules and regulations relating to gits 

pool delineation, gas proration and other related matters affecting 

©r concerning the Blinebry Qas Pool, Lom County, Hew Mexico* 

MR, DIPPSL: Contlnaatal offers what has been identified 

by th© Reporter as Cont:te©mtalfs Exhibit Ro, 6 in Case 992, in 

evidence, 

MR, GAMPBHLL: May I see it please? If th© Commission plsfrs© 

wo object to the introduction of Continental Oil Company*s Exhibit 

Ro. 6 insofar as it is off ©rod for the purpose of questioning the 

validity of tho Commission'a prior allowable orders, or for the 

purpose of ©stablishing any equities as between the parties. We 

have no objection to i t insofar as it refl©cta the net position of 

Astee Oil and Das Company as to their well involvod in this case ai 

of November 1, 1955* which is the date on which w© seek to have thjs 

40 acre unit established. Othor than that we consider it to be 

immaterial to this ©as© because tho Commission order establishing 

160 acre allowabl© aad grasping it through all these months is not 

a subject ©f th© call of this hearing. 

We recognise that if we are ©ver produced as on the date that 

we seek to have this 40 acre unit established, the Commission may 

and is obllgod, I think, to charge us with our net over production 

commencing as of that date, but that is an entirely different matter 

than invalidating th© 160 acre allowables all during these previous 

months back to January 1, 1954, i f It is offer©d for the purpose cf 
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a© @f M©v«mber 1. 1955. 

CHAIRMAN MAOITi Tow objection i s overruled and the Com­

mission wi l l accept the axkibit. So you hav© anything further? 

Q Mr. Uts, I hand you what ha© been identified by the Hoport€ 

as Aatec*s Kxhibit M©* 2, Gas© 992, which i s the l©tt©r on Artec's 

stationery dated June 1#, 1914, addressed to th© Commission, re ­

questing th© 160 acre allowable retroactive t® January 1, 1954, and 

concluding with th© statement that th© request i s made that this b« 

dene I n accordance with, and pursuant to Order No, R-372-A". I 

als© hand you what has boon identified as Asstoc*© Exhibit Ro* 3 in 

Case 992 which i s th© letter of Jun© 24, 1954 from Continental to 

the Commission likewise requesting the 160 acre allowable retroacti 

to January 1, 1954 and also concluding with the statement that th© 

request b© grant©d "in accordance with and pursuant te Order No, 

R-372-A", Mr, Uts, I now ask you to ref©r to Continental's Sxhibit 

So, 6 in Case 992 and to Order Ho* R-372-A, and I ask you to refer 

to Rule 12 of that order reading as follows t 

"Rulo 12* Ro gas wall shall be given an allowable until 

Form C-104 and Form 0*110 have been f i led together with a plat show 

ing acreag© attributed to aaid well and the locations of a l l wells 

on the leas©*1* 

how, Mr* Uts, I wish to ask you, have you examined the f i l e s 

of the Oil ^aeervatioa Commission of tho Stat© of New Mexico for 

the purpose of trying to find a Form C-104 and a Form G-HG and a 

plat attached to either or both of thorn showing the information 

called for i a that Rul© 12 of Order R-372-A which may have b«on 

f i led pursuant to, or subseojaent to, or in eonnection with the lett«: 
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that I hard just shown you which are identified as Artec's Exhibit 

2 and 3, requesting th© granting ©f 160 aere allowable in accord&n 

with said Order 1~372-A? Hav© you aad© such an examination of the 

records? 

ME. CAMPBELL; If the Coamtisaion please. 

CHAIRMAM MACEXs Have vou mad© sueh an examination of the 

rBQQrd'i 

A I would like to look at the woll file again Insofar as the 

110 and 104 is ©oaoemed, 

MB. BIPPKLs Have you got those, Mr. Maeoy? 

CHAIHMAK MACBtt I might, say those are exhibits. 

A The plat In th© well file shows AO acrss to be dedicated 

to the woll, 

Q Which is th© plat? 

A That is Ixhlbit 2, Continental's Exhibit 2. There is no 

plat for 160 acres. 

Q What Is tho dat© of Continental's Exhibit 2? 

A It's Kovomhor 30, 1953» 

Q That Is not a plat that could possibly hav© been filed by 

anybody in connection with or shortly prior to, or subsequent 

Immediately, or immediately subsequent to the letters identified 

as Continental's Exhibits 2 and 3 which are th© applications of 

Aatae and Continental for 160 acre allowable, and which applicatioi 

were filed sometime in June, 1954, could i t , having been filed in 

*53? A I wouldn't think so. 

Q I refer you to Continental Ixhibits 3, 4, and 5 just hand©* 

to you, and ask you to state whether or not thoy show the date whei 

they were received in the Commission office©? 

s 

;e 

LS 

L 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



75 
A Thoy w©re all received March the 3rd, 1953. 

Q Aad Mareh 3rd, 1953 was prior to June 1954, wasn't it? 

A Tes, I bellov© it was, 

Q Hare you examined the well file for the purpose of dotermi 

ing whether or not a Form Q~1C4» a Form 0-110, and a plat or plats 

attached to either or both of them showing the information called 

for by Rule 12 of Order R-372-A for the purpose of determining 

whether such plat or plats and forms hare been filed by Astec in 

connection were immediately prior to or shortly subsequent to the 

June 1954 letters asking for 160 aero allowable retroactive t© 

January 1, 1954? 

A Tes, I have. 1 find none. 

MR. CAMPBELL: I want to make a record on this question. 

Just a minute. I want to make a rocord ©n this question. We want 

to object to that question on several grounds for record purposes. 

In the first plaoe the witneas has not testified that ther© ls any 

requirement In Order R-372-A that an amended plat is needed to be 

filed i f unit ha© expanded or contrasted. In the second place it 

te our position in connection with all this testimony in connection 

with th© allowable order m th© past that they are objectionable f 

two reasons, one of which I hav© stated. One ©f thorn ls that they 

are immaterial to this case and that they ar© not within th© call 

of this hearing. Th© other on© I wsutt to rais© is that they are 

collateral attacks upon allowable orders of th© Commission which 

will bo duly issued, to which no objection has been taken by Con­

tinental Oil Company, 

We want th* record to show that we object to this testimony 

for that reason, ©md particularly we object to this question in th 
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tag witness ha* hot tegtlfiod that amended pint a are required.—Ha-

has testified that the forms 110 and 104 wore filed. 

MR* DTPPILt 1 will withdraw the question. 

Q Have you examined the records of the Commission for the 

purpose of ascertaining whether Aatec Oil and Qas Company or some­

body from Southern Onion Gas Company acting for Astee, has, at any 

time since January 1, 1954 to this date, filed a Form C-104, a Fore 

C-110 with a plat or plats attached to either one, which plat or 

plats would show the Information that Is referred to, whether re­

quired or not, hut referred in Rule 12 of Order R-372-A? Have you 

made such an examination to see i f those filings have been made? 

A Tes, I have* 

Q Have you found any such Form C-104 or C-110 or plat or 

plats on file showing that 160 acres have been assigned to this 

Dauron Ho. 2 well by Aatec? 

A They have not been filed insofar as our records are con-

corned in this offloe, the Santa Fe office, or the Hobbs office* 

MR* DIPPELi I believe that's a l l . 

CHAIRMAN MACSY: Any further questions? 

MR* CAMPBELL: The Commission rule on the record does shew 

that I have objected to any testimony with reference to the validity 

of the allowable orders referred to during the period from January 

1, 1954 to Kovember 1, 1955# and to any testimony with reference t^ 

over production or under production during that period except as 

to the net result on Movember 1, 1955* Those are my objections* $ 

want to bo certain that the record shows those and that they have 

been apparently overruled by the Commission* 

CHAIRMAN MACET? Lot the record show that we overruled 
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the objection, Mr, uampuel.1, no you nave any questions, w« uavis 
CROSS pAMINATIGR 

Bv MR, SATISi 

Q Referring to your lodger sheet there on production of the 

Dauron Well, I aa talking ahout tho monthly production figures now 

Do you show a constant produetion from that well month by month fr 

January 1, 1954 through, what is this period here, is that through 

November or October? A This is through November 

Q Do you show a constant monthly production figure on that 

report? * *©•• 

Q Well, then, would you point out some of the months where 

tho production has been apparently curtailed? 

A Any months — 

Q Woll, starting with a larger one, Tou started out with a 

larger production. Then where, from tho 35,$53 *t#C#F« in January, 

do you have some months on there where that has been curtailed to, 

oh, two-thirds or half or below? 

A Tes, the month of May was only IS,313 and the production 

progressively became smaller down to October 1955 in which i t was 

8,705 again in November, I am sorry, I made an error, in Septembe 

1955 i t was #,705, went up in October to 15,000, and in November t 

16,000. 

Q Row, Mr, Dts, based upon these production figures, is i t 

net possible that woll could have boon shut in for a portion of th 

month although i t certainly was not shut in for the entire aonth? 

A I t is quite possible, 

Q For as, say as many as fifteen days or a portion of the 

month i t was shut In? 
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A Tne production was curtailed, whether it waa ahut ia or bj 

virtue of high line pressure*-

Ma. DAVISj That is a l l . 

A I don't know. 

CHAIRMAN MACET. Anyone else? 

MR. DIPFSLt I have one with respect to what Mr. Davis 

inquired about. 
RE-DIRECT EXAMINATION 

Bv MR. DIPFSll " ^ * 

Q The same months that Mr. Davis inquired of you about, Just 

now, what does the ledger show as to constancy of the allowables 

for those months? Was there any reduction in allowables? 

A Tes. 

Q Could that possibly have influenced the reduction in pro­

duction? 

A Woll, I am looking at the month of May in which tho allows1 

was a l i t t l e over nine thousand and the well produced eighteen thoi 

and. 

Q S© i t was actually over produced although maybe curtailed, 

is that right? A That is correct. 

Q Is that same thing true with respect to the other months h< 

asked you about, without going into details month by month, sub­

stantially so? 

A No, si r . In the month of September the allowable was 17,2* 

the production was only 8,705. 

Q Is there any other aonth in the same period that he inquire 

about where that same relationship would be true, smaller productic 

in allowable? 

A Not ia the same ratio. The production i s smaller in Octobe 
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than the allowable, and again in Hovember. 

Q He didn't aak you about those months, did he? 

A Well, I made a statement as to the production in November, 

Q What about December then? 

A Wo don't have a production figure for December. 

Q You are testifying about the months in the year 1955, i s 

that right? A Yes, sir. 

Q Their application for 40 acre allowable was filed during 

the month of November 1955, wasn't it? 

A Yes, sir, 

HR. DIPPSLj Thank you. 

CHAIRMAN MACEY: Anyone else have a question of the witness 

Bv MR. MACJOTl 

Q I am going to hand you, Mr. Uts, Continental Sxhibit No. 6 

and ask you to turn to Item No. 32 which Is identified as Order No 

R_372~A. A Yes, sir, 

Q On page 7 ©f that order, th© very last page of the order. 

A Yes, sir, 

Q Will you read th© content of that paragraph and tell me whi 

th© dat© of th© gas prorationing in the Blinebry Pool started? 

A Which paragraph? 

Q Th© first paragraph. 

A First paragraph. Tou want me to read i t int© th© record? 

Q No, I just want you to road i t and tell me your idea of th 

paragraph. When did gas prorationing start in the Blinebry Gas Pe 

A January 1st, 1954. 

Q All right. On January 1st, 1954, gas proration schedule f 

the Blinebry Gas Pool is the weU in question, th© Dauron No. 2 we 
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operated by Astee, is i t on that schedule with an allowable? 

A Tes. sir, i t i s , 

Q I want 70a to read Rule 12 of the Commission Order R-372-A, 

Tou might as well read the rule ia full, 

A Rule 12? 

Q Tes, 

A "No gas well shell he given an allowable until Form C-104 

and Form C-110 have bfan filed together with a plat showing acreag* 

attributed to said well and the locations of a l l wells on the leasq." 

Q Will you toll me what date Order R-372 was signed by the 

Commission? A November 10th. 1953. 

Q Will you examine the well file and te l l me whether or not 

the well file together with the documents that have been removed 

from the woll f i l e for exhibit purposes, whether or not there was i 

C-104, a C-110, and a gas well plat on file with the Commission's 

office prior to January 1st, 1954 covering the Blinebry Cms zone on 

the well in question? 

A There is a well plat shewing 40 acres on the Blinebry sone, 

a gas well plat, the C-110 dated February 1953} did you say prior 

to 1954? 

Q Tes, si r . 

A States that l t l s a dually completed well to produce oil, 

being produced from the Prlnkard sone and distillate from the Bline­

bry sone. Tea. the C-110 covers tho Blinebry sone on this particu­

lar C-110. There is another C-110 dated February 1953 which state:; 

that the authorised transporter is Southern Union Gas Company, the 

dually completed well, oil from the Drinkard and gaa from the Bline-

bry sone. Tho Form C-104 which is dated March the 3rd. 1953 covera 
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gas being produced froa toe foxineory soil* aad ©11 froa tilt Drink&H 

sone. I t does cover the Blinebry sone, 

Q So that on tho first day of gas prorationing, Aatec had 

filed a l l the documenta required under Rule 12, ls that right? 

A That Is correct, for 40 acre allowable. 

Q Row, referring back to tho proration schedule, what was th< 

sise of the proration unit that was aasigned the well on the first 

proration schedule that was issued? A .2540 acres. 

CHAIRMAN MAORIS Anyone else? If nothing further, the 

witness may bo excused. 
(Witness excused•} 

CHAIRMAN MACS!: Do you have anything further? 

MR. DIPPELt Nothing further. 

CHAIRMAN MA CST J 1 presume you have statements you wish to 

make, Mr. Davis. 

MR, DAVIS* I presume we get to close. 

MR. DIPPELt If the Commission please, I should like to ca] 

the Commission's attention to the 1949 act of the legislature whicl 

Is entitled Chapter 16$ and which is found in the booklet put out 

by the Commission here and revised as of January 1, 1953 which seta 

out the statutes of the State of Row Maxico dealing with the power: 

and duties of the Commission with respect to prorationing matters, 

and regulation of e l l and gas production in the State of New Mexlc< 

I should like to refer to Section 9 of that act appearing on 

page $4 of that booklet which says that the "Commission is hereby 

empowered and l t is its duty to prevent the waste prohibited by 

this Act, and to protect correlative rights as in this Act providet 

To that end, the Commission is empowered to make and enforce rules. 

i 
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regulations and orders, and to do w&aterer may te reasonaoiy neces 

sary to carry out th© purposes of this act whether or not indicate 

or specified in any section hor«©fw. How, th© title of the Act 

which certainly is indicative of its purposes. "Relating to the Co 

©•rvation of oil and gas, and the protection of correlative rights 

therein; amending Chapt«r 72 ©f the Laws of 1935, as heretofore 

amended; defining and providing for the prevention of waste of oil 

and gas; creating an Oil Conservation Commission and prescribing i 

powers and duties; defining common purchasers and requiring them t 

purchase oil aad gas ratably and without discrimination; providing 

penalties; creating remediesp including hearing and rehearing befo 

the Commission and Court Review 0© Revo; and levying a tax on oil 

and gas for ©nforemsent of this Act." 

As stated, one of th© powers and duties is the protection of 

correlative rights* Row, correlative rights are aeveral times de­

fined. They ar© defined in this statute and they are also defined 

In the Commission*s rules, and tha Cosuaission has defined them as 

"Correlative rights* means the opportunity afforded, so far as i t 

is practicable to do so, to th© owner of ©ach property In & pool t 

produce without waeto his just and equitable share of th© oil or 

gas, or both, In tho pool, being an amount, so far aa can be pract 

©ally determined, ami so far as can b© practicably obtained wit hoi; 

wast©, substantially in th© proportion that th© quantity of reeovc 

able oil er gas, or both, under such property bears to the total 

recoverable ©11 @r gas, or both, la the pool, and for such purpose 

to use his just amd equitable share of the reservoir energy.** 

Next 1 should like ta refer the Commission to Section 4 of th 
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Act of 1949 which say© that "Tho Commission ahall hav©, and i t is 
6} 

hereby given, jurisdiction and authority ©ver a l l matters relating 

to the conservation of oil and gas in this Stat©, and of th© enforce­

ment of a l l the provisions of this Act and of aay other law of thii 

State relating to the conservation of oil or gas. It shall hav© ji|ris«. 

diction and control of and over a l l persons or things n«c«8sary or 

propor to ©nforo© ©ffactively the provisions of this Act or of any 

other law of this State relating to th© conservation of oil or gas11. 

I should ilk© next t© refer you to Section 13A ©n page &7, *Th« 

rules, regulations or orders of the Cemmisslon shall, so far as i t is 

practicabls to do so, afford to th© owner of each property in a po>l 

the opportunity to produce his just and equitable share of the oil 

or gas, or both, in th© pool, being an amount, so far as can b© pric-

tieally d©t«rmined, and so far as such can be practicably obtained 

without waste, substantially in th© proportion that th© quantity o 

tha recoverable oil or pis, or both, undor such property bears to (the 

total recoverable oil or gas or both la the pool, aad for this purjpose 

to use his just and equitable ©hare of th© reservoir energy". Almost 

the same language as the definition ©f correlative right* 
I should Ilk© to next refer you to Section 13-F on page SS. 

Section 13-F of tho Act of 1949, "After th© effective dat© of any 
rul©, r©gulation or order fixing the allowable production, no person 

shall produc© mor© than th© allowable production applicable to hint, 

his wells, leases er propertl©© determined as in this act provideo, 

and th© allowable production shall be produced in accordanc© with! 
i 

the applicable rul©8, regulations ©r orders." 

There is another place in ther© wh©r« a definition of correla­

tive rights is given, but I shall not bore the Commission with re­

ferring you to that. I should lik© t© refer you to Order R-372-A 

apect to thi which was th© gas prorationing oroor 
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Blinebry Gas Pool oa tb© date, or on th© dates that Aatec ana 

Continental ia June of 1954 wrote to the Commission and requested 

that a 160 aere allowable be granted and that i t be made retroactive 

to January 1, 1954 in aesordane© with th© terms and provisions of 

this Order R-3?2-A. Rule I t has been read here several times. 

The rule says that no gas woll shall be giv«n an allowable until 

those forms and plats are filed. Continental makes no contention 

that Aatec didn't fil e forms covering a 40 acre unit aad plats shov­

ing th© 40 aere units and showing the wells on that 40 acres that ne 

don't contend that Aat*© did not fil© those at th© time that i t wai 

attributing 40 acres t© this well. And we make no issue to the 

effect that they didn't hav© these forms and plats on file for a l l 

practical purpoaes on th© effective dat© ©f gas prorationing in th« 

Blinabry Gas Pool, to wit, Jsjiuary 1, 1954. 

Our contention simply stated is that i f this rule means any­

thing. I t has got to moan that ther© had t© b© filed the Form C~10i| 

and the Form C-110 amd th© plat showing tho acreage attributed to 

the well and th© wells on tho acreage before ther* can be 160 acre 

allowable granted to that well. I f i t doesn't moan that, than the 

way to fraud is wide ©pen and I do not boliave this Commission is 

going to load itself to fraudulent praetic©© being perpetrated upor 

i t . 

I am not insinuating that Agtoc is perpetrating or intending 

to perpetrate aay fraud* I am simply saying that i f th© Comissios 

Is going to interpret this Rule 12 sf th* Order R-372-A to mean 

that i f A ©toe ia this ©as© for, lot me withdraw Aatec and say oper­

ator A is a fraudulent operator, let's make i t a real rascal. I 

do not imply we have on© here. I want to make that clear. I hav© 
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te exaggerate a l i t t l e to show what i am reaxxy trying to say to 

you. I f i t w i l l please you any sore, let's say I aa the rascal. 

I have a well on a 40 a era tract, a regular Goveramantal subdlvisic 

40 acre tract, I f i l e a Form C-104, a Form C-110 and the necessary 

plats called for by this rule, aad I got a 40 acre allowable. Lata 

on with nothing but fraud in salad I came to Mr, Kellahin who owns 

120 acres around me, being the other three - forty acres iu that 

quarter section, that my 40 acres is i n , and I started talking to 

him about unitisation aad I get hi© to help me induce the Commissio 

to grant 160 acre allowable and they did grant i t , I start pro­

ducing i t and I sorer f i l e these forms and I never intend to sign a 

contract with him and I didn't sign a contract with hi®, and f i n a l ! 

he gives up and he comes in 'tier© and says^hat fellow is a rascal* • 

»H© has defrauded mo, he has taken my gas, and ho won't pay me for 

I t * . The Commission says, *We are sorry, we w i l l cut him back to 

40 acre allowable effective as of a certain dat© reasonably near 

the date ef the cutting back,* 

I hav© taken his gas. I hav© complied with the regulations 

of the Commission which have invited me to defraud him, I can't 

believe that th© Commission would aid me in that kind of a thing. 

I f the Commission interprets this rule to mean that in this case 

because Aztec has f i l e d a 40 acre plat and appropriate Form C-104 

and C-UO showing a 40 acre plat and getting a 40 acre allowable, 

and then they ar® not required to f i l e the plats, the revised, i f j 

you please, forms and plats to show the correct acreage attrlbutabi 

thereto and showing a l l of the wells on the correct acreage that 

they are now trying to attribute to i t I i f th© Commission holds t h i 

then I suggest that this rul# is a fare© and a nul l i t y and a fraud 
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upon th® operators la the business. I don't believe that the Com­

mission has any suoh intention, and I don't believe that the Coia-

mission intends to interpret that rule that way. It is extremely 

unfortunate, I am quite sure that the gentleman with Aztoc are 

embarrassed about the situation even as Continental is embarrassed 

about i t * I make no bones about i t , we are tremendously easbarr&sae 

that we find ourselves in this position, I am embarrassed, but, I 

must be honest and tell you that we have been a li t t l e derelict in 

this thing. We shouldn't have dona its by the same token I think 

Aatec has been a li t t l e derelict, too, 

I would suggest to the Commission that Astee, being the operat 

probably owed a lit t l e greater duty than did Continental and Stano­

lind and Atlantic and Standard of Texas in calling the Commission'a 

attention to the fact that this communitization has not been census 

mted for whatever reason i t failed of consummation, assumizig for 

the moment that we are entirely to blame for th® failure of consum­

mation of tho communitlsatlon. Nevertheless, there was a greater 

duty on them as operator aad as the person charged with the respons 

bility of filing the mm&mmry forms to so inform the vtommlseion, 

than there was a duty on us. 

How, tha testimony hare shows that Aatec made the approach anc 

suggested that we try to get together. There is no testimony here, 

and I doubt that anybody can bring any because no records were k<sp1 

of the conversations, no one thought that this thing would ever wei 

its weary way down here on this day before this Commission in this 

sort of a messy situation. We a l l thought i t would be worked out. 

Well, i t wasn't worked out. But here we are today and If this 

OflMMrtsmian grants the aTmliomtioa of Aatec for an unorthodox 40 aei 
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40 acre allowable effective Soroabor 1, 1955 without regard to the 

produetion that the well has boon capable of producing and which it 

has produced the <|uantiti@s of production since January 1954, 

not a 40 acre but 160 acre allowable basis, I submit to this Comic 

sion that Continental and the other Hew Mexico Federal Unit compani 

will have their gas taken by Asstec in violation of the obligation. 

The duty and responsibility of this Commission, i f you pleaso, as I 

see i t is to protect the correlative rights of those New Mexico Fader 

Unit companies* 

Mow, the legislature has enjoined this Commission to protect 

those correlative rights* There is an unhappy situation here. How 

can this Commission discharge its responsibility imposed upon i t by 

the legislature aad protect the correlative rights except that i t 

grant the 40 aero unit rotroactive effective as of January 1, 1954, 

which means as sad as It i s , that they will have to shut i t in until 

a l l of this illegal production, i f you please, is made up, I say 

illegal production for the simple reason that unless Rule 12 of 

Order R-372-A means what 1 think i t means and what I believe this 

Commission believes i t means, that unless those forms and plats are 

filed an allowable cannot feo legally granted, and I believe the 

Commission will so hold that that is the only way that the Commissi 

can protect the correlative rights of the parties who are members 

of the New Mexico Federal Unit. 

Humorous attempts hav© been made to consummate this oemaunitlM 

tion. The Commission has heard here from Mr. Thompson today that 

several contacts were made, 1 aa not trying to misinterpret his 

testimony, I t Is to the effect that they understood that th© thing 
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was going to oo mm on zm Basis t;nat;s let me not misquote him, 

Mr* Thompson tsstifiod that the agreement was to go into effect 

when the Tubb veil was completed. I f the agreement was to go into 

effect when the Tubb well was completed, that means that their xmdt 

standing was that effective as af that time these various arrange­

ments about who was going to get what share of the produetion woul< 

be effective as of that time, sot being effective retroactive to 

January 1, 1954. I t occurs to me that this is a matter which has 

resulted from a situation that confronted this Commission at the 

time gas prorationing was instituted in southeast New Mexico, and 

which condition tho Commission mot in a fair and hon©st attempt to 

do what was right in establishing gas prorationing and ©nf arcing 1 

and at th© same time assisting th© operators a l l possible in opera 

Ing their wells and getting their production out of them in a 

reasonable manner and so that they could comply with their various 

contract commitments for tha sal* of that gas. And certainly I do 

not want Continental to be considered in the attitude hore now as 

trying to criticise the Gosmaission for doing that. On the contrar 

I think i t i s «vld©nce of th© fact that w© were trying to assist 

Aatec and th© Commission ia doing that very thing when we wrote ou 

letter of June, I believe 24, 1954 and sugg©st©d that this thing 

be made a 160 acr© allowable retroactive to January 1, 1954* 

Sow, th© negotiations broke down, the testimony that was offe 

by Aatec would seem to imply that they broke down because we welch 

on the deal. Th© words were mood, were that we tried to retrade t 

thing. Well, we never had a deal. X don't believe that this Com­

mission believes, and I doubt that th© gentlemen representing Aste 

honestly bellev© that the representatives of Continental Oil 
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Company who ware in that conference that they have testifl©© to, 

were so stupid, i f you please, that Continental's representative 

thought that Continental could give away their other New Mexico 

Federal unit at«mb«r companies* interest i n the proceeds of this ga 

production on 160 acre allowable, to say nothing of giving away th 

United States 0©v«risa©nt's portion, of tho royalty attributable to 

that 160 acre production. I f we had been that stupid, we couldn't 

have done i t and they should have known i t , and they should have 

told us how stupid we were, i f we wore so. 

I am going to cut mf arpmmnt much shorter than I thought i t 

going to be. the Commissi©̂  has indicated that ther would Ilk© i t 

to be cut short. I an not going to burden the Commission with a 1 

of things here that probably aren't going to have a great deal of 

affect on what the Commission i s thinking about this matter. But 

I , at the risk of boring you with repetition, I feel that I must 

in a l l honesty to myself, to the Commission, to my company, and 

to the other companies that my company as operator of th© New Max! 

Federal Unit owes an obligation to, again call your attention to t 

fact that I t is our sincere opinion that this Commission not only 

has jurisdiction of this matter, not only has the power to do i t , 

I submit respectfully to you that you have the duty to do I t . Tha 

is to grant their application for a 40 acre unorthodox unit, but 

not effactive as of November 1, 1955, but effective as of January 

1, 1954 because the facts produced in evidence by Aatec, th© appli 

cants here. In addition to their sworn application which is th© su 

joct of this hearing today, showed there never was a communitisati 

resulting i n the formation of a 160 acre unit and that i n i t s e l f 

proves that they wore not ©ntitlod to the allowable that w© helpod 
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then get. We are guilty along with them ta having the wommission 

unfortunately to grant 160 acre allowable, but we are parties to i l l . 

I t nevertheless is an Illegal allowable and i t violates our corrals.-

tive rights, and 1 submit those correlative rights must protect* d 

by this Commission. Thank you. 
i 

MR. KITTSi I spent Tuesday afternoon in the Supreme Courti 

and they asked a lot of questions of me. I would like to ask about, 

three of you. I think you made i t clear that you feel that there 

never was a 160 acre unit formed, that much is clear in evidence? 

MR, DTJPPKLt Tes, i t is ay contention that their applica­

tion so states. 

MR. KITTS: Therefore, any I60 aere allowable is Illegal or 

unauthorised? 

HR. DIPPSL: Correct. 

KR. KITTS: Let's say the facts have been that somewhere 

along in the f a l l of 1954, the coamiunltisation agreement, or & com*-

munitisation agreement had been duly entered into and executed a 

written agreement. Would that have formed a 160 acre unit? 

MR. DIPPEL; Yes, s i r , 

MR. KITTSt A® ©f the dat# of the instrument? 

MR. DIPPEL: Or as of the date that the instrument in i t s 

body provided the date. 

MR. KITTS: Which ~~ 

MR. DIPPILf I t would bo affective as of the date that th© 

language of the instrument says i t is effective. I f ther© is nothing 

in the body of the instrument, and I just didn't believe that Aatec 

would enter int© an agreement like that, I aa pretty sur© w© wouldn't, 

that didn't provide for an «ffestive date. Whatever the language 
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of the instrument said as to i t s affective date, 

KR, KITTSs I t wouldn't necessarily, according to your 

argument, and correct me i f I misundoratand you, i t wouldn't neces­

sarily be back In June of 1954 or January of 1954? 

MS. DIPFUus I t wouldn't oocessarily hav© been so, but i f 

you w i l l permit m©, I w i l l suggest to you that i t i s my firm con­

viction that I f at th© time you suggest hore w© had entered Into 

such an agreement, w© would have had i t mad© effectiv© January 1, 

1954 becaus© I ©an stat© to you without any qualification whatso­

ever, that Continental Oil Qowgmsf would never have entered into a 

communltisatlon that wasn't effective January 1, 1954. 

MR. KITTSt Would that bm th© case irrespective of the pro­

visions of R-372-A that you spoke of, the plat? 

MR* DIPFILi Tes, s i r . I t would have been so except that I 

think that ther© wo would hav© boon in technical violation of this 

rule. But I am not divulging any secrets or ra t t l i n g any skeletons 

that wh@n I say everybody was doing i t and w© would hav© don© i t to 

That i s th© way i t should have been don©. I make no criticism of 

what th© Commission's practice ms at that time, 

MR. KITTS: But any eoimauuitisation agreement you entered, 

into, say you had entered into oa© in the f a l l of '54 for instance, 

would have had a retroactiv© ©ffoct? 

MR. SIPPILt Tes, s i r , 

MR. KITTSs That is a l l , 

MR, CAMPBELL f I f th© Gomisslon please, I would like t© 

f i r s t stat© that I am extremely pleased at th© frequent references 

to correlative rights in this hearing, I think I probably used 

that term as much as anybody that has ever appeared before this 
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Commission, It 1© one of the first times I have ever heard Con­

tinental refer to i t . I do want to aay that my construction of It 

has never extended to the proposition that thia Commission in its 

orders is under any obligation to guarantee any operator against 

his own agreements. The facts of this situation are that Continent 

voluntarily entered into negotiations for the establishment for a 

pooling agreement. Two months after the proposed agreement which 

had this provision in it that Agtec was to get 100 percent of the 

production until the Tubb well was drilled, two months after that 

agreement waa in their hands, they wrote the Commission a letter oi 

June 28, 1954 and asked the Commission, and said to the Commission 

"our interests are pooled and we want you to grant an allowable rel 

active to January 1st, 1954"• The Commission complied with their 

request and ths request of Aatec. How were their correlative righ 

abused, the allowable then waa started at 160 and i t has been pro­

duced at l60 and Aatec has admittedly taken al l the production of 

the 120 acre tract which was now and will in the Court House be 

that that was their agreement with Continental, and Continental hai 

the authority to enter int© i t as far as their partners were con­

cerned. I f Continental*s rights had b««n abussd, i t is thsir own 

act i f th©y did i t , They hav© their remedy i f they want to go to 

Court to account with Azt©e for the 160 acre allowable. If Astec 

doesn't have an agreement such as they think they did, then they c 

talnly owe 120 acres of the allowabl© back to thae© people and the 

people in any event ow© the Oovemment, That ia between them and 

Government, If this Commission enters the order they request, 

everybody's correlative rights are going to be abused, the well is 

going to be shut in for seven years in order to prevent drainage o 
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Governmental royalty, so &ow are correlative rights to bs protouted 

by the entry of their or^mr, and how have any correlative rights h©< 

abused by any acts of the Gow&saion? 

Any correlative rights that have been hurt, they had the romed] 

in Court on the contract with Aatec, that Aztec says was entered 

into, and they can sue Aatec in the Court House, but the remedy 

isn't in that form for that kind of proceeding. 

Just a moment on this question of filing of plats. The requir< 

ment for the filing of a plat in my Judgment is for the benefit of 

the Oil Conservation Gosatisslon and its records. How can these 

people say that a pool wasn't effective because the plat wasn't 

filed, whether they wrote the Commission a letter themselves and 

©aid that the pooling had been accomplished, they are now when i t 

was to their advantage to get the acreage attributed to get this 

agreement under way, i t wa© a groat thing to take some of th© pro­

duction from th© Aatec well, or at least start the thing on the 

road to whore they could get th© production. When that didn't work 

©ut they now say that because a plat was not filed, a pooling area 

was not establish od. I think that, is for th© benefit of the Com­

mission, This can't show fchoy were harmed because they had full 

advantage. I f th© Commission smz f i t , oven if it were required 

by th© order, I think th© Comaaissioa under those circumstances is 

perfectly right in waiving i t i f they should se© f i t . 

As a matter of fact, as I recall, most of those orders they ar 

actually for th© benefit of th% operator. I f the operator had a 

tract on January 1st of the yoar th® order went into effect and h© 

filed his plat of th© proration estimate sometime before July 1st 

could retroactively grant Mm th© allowable, i f he could advise the 
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Commission that th© rest of the acreage is in the unit. X don't 

see where the people can amy i f you grant a non-standard unit that 

you are going to hurt their correlative rights. I might suggest to 

them that the statutes contain provisions for compulsory pooling 

i f they thing their gas i s being drained, and they can't enter into 

a voluntary agreement with Aatec to provide for th© cost of th© 

woll and so forth, the statutes contain provisions which give them 

protection for their cerrolativ© rights in that regard. The Court 

Rouse ls th© place to determine the contractual rights under this 

agreement. Th© 160 acre allowable was a valid allowable granted by 

this Commission. It waa an allowable granted in order after order 

©ver a period of fifteen months from June of 1954 until September 

of 1955 when Continental advised Asstec that they did not consider 

that the area had been pooled and those orders we believe ware 

valid ©rd«rs. what Aagec did with that production dspends upon th© 

contract that was entered into, the agreement between Aztec and Con­

tinental, and Continental can certainly got their money i f they can 

prov© that the contract was othor than what Aztec says i t was. 

It doesn't behoove this Commission to get into that controversj 

because i f they do, they are invalidating their own allowable order 

which was entered into Just like hundreds of others have been enter* 

into. I f you chock th© records you will find instances where Con­

tinental had non-productive acreage, was anxious t© g©t an allowable 

granted at th© oarliest possible momont on a well in somebody ©Is©'a 

acreag© within th© unit. W© urge this Commission to enter its order 

as of November 1st, 1955, charge us with any ©ver production as of 

that dat© on our 40 acre tract. I f we hav© disputes with Continents 

and we obviously do. about the disposition of the allowable in the 
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past under proper ollowoble orders, there are places to argue I t 01 

and this is not the place for i t . 

MR. KITTSt Is i t your view that 160 acre proration unit w 

formed? 

MR. CAMPBELL: It is my view this allowable for 160 acres 1 

validly granted by this Commission. Aa to whether pooling arrangei 

waa worked out formally between the parties, I don't think that is 

material. The material question ls whether the allowable order wa 

valid. It is my position i t was because the parties advised the 

Commission they wore willing to pool their interests. 

MR. DIPPEL: We did not so advise the Commission, and the 

letter will speak for itself. 

CHAIRMAN MACEY: Anybody else have anything further? If 

not we will take the case under advisement and adjourn until 8:30 

In the morning. 

C E R T I F I C A T E 

I, ADA SIARSLST, Court Reporter, do hereby certify that the 
foregoing and attached transcript of proceedings In the matter of 
Case No. 992 wore taken by me on January 19, 1956, that the same 
is a true and correct record to the best of my knowledge, skill 
and ability. 

T 

" Reporter 

t 

a 

ms 

tent 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 


