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BEFURE THE
0IL CCHIERVATION COMMISIIOH
SANTA P2, NoW MEIICC
Ssptemter 21, 1957
IN THE OF: )

Applicstion cof 3un il Compeny for )

approval of an 80-sers non~staniard )

z8s proration unit and an vrorthodox )

zzs well locsbion in the Irosby- )

Davonisn Gas Pool, Lea County, New )

“{exico, in exception to Zuls 2 of )

Order No, B=639-4. Applicant, in the ) C4%3 HO,

sbove-styled causs, sesls an order suthor- ) 1315

izins an O0-acrs non-standarl sas pror- )

abion unit in the Crosty-Davonian Gas )

) - * . — A N o

200l consisting of the T/2 23/l of )

lsction 20, Township 25, “outh, Range 37 )

Sast, Lea County, New sxlco. Applicant )

fartier sezliis zpproval of the unorthodox )

iocztion of its B, T. Lanchart 7311 No, 2 )

2t 2 point 330 feet from the Touth and )

Dact lines of said Seetion 20. The sail )

Zo T, Lanshart Wsll ¥o. 3 was projected as )

an 211 wall and was found to be oroductive )

of ras rathsr than oil, )

REHECITIRN
Daniel 3, MNuttor, Examiner,
TELNSCRIPT OF HEARING

Y3, NUTTER: The next cagse will be Jzsae ¥o, 12154,

27, COCLEY: Case No., 1316, Applicaticn of 3un ¢i1 Jompsny
for gpproval of an 0=-zcrs non-standard gas proration unit znd an
unorthiodox zas well location in the Crogoy-2evonian Gas Pool, Lea
Counby, New Mexico, in sexception to Bule 3 of Crder No. R=0730-1,

M, ZALLOT: Fr, Hutter, my name 1s Areh Ballou, representids
Sun 01l Company, Un July 11, 1956, a hearing was held in Hobbsg,
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May 23, 1957, from Mr., Wiet to Mr. A. J. Viets, the Dallas Office.

T would like to introduce this as evidencse that we have mad!

a reasonable effort to form a unit there, and that we are asking

here for an 80-acre non-standard gas proration unit so that we can

have an allowable assigned to our well, and if and when we can worl

out an arrangsment for a full 160-acre unit with Anderson-Prichard

and otners who are owners of the West Half of the Southeast Quarte

of Section 20, that we will form a full unit, and st that time
request an orthodox unit.

MR, NUTTER: Mr. Ballou, did you wish to offer this plat as
an exhibit in this case too?

MR, BALLCU: Yes, sir,

MR, NUTTER: This plat will be marked as Exhibit No. 2.

MR. BALLOU: The plat, of course, 1is in the record of the
July 1llth hearing.

MR, NUTTER: Now, do you wish to offer thsse photostatic
copies of letters as a collective exhibit, Exhibit NWo. 3, or as
individual exhibits?

MR. BALLOU: Well, collective, as Exhibit 3 will be fine.
It is just an exhibit to show that we have made an effort and are
continuing to make an effort to form a full 160-scre unit on this
tract.

MR, COOLEY: Cff the record.

{Discussion off the record.)

MR, NUTTER: Is there objection to the witness being sworn

W

C
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in now, rather than at the beginning of the hearing?
(#itness sworn.)

MR, ARCH BALLOU

called as a witness, having first been duly sworn, testified as
follows:

QUESTIONS BY MR, NUTTER:

2 If you will briefly surmerize what thsse exhibits are,
for the sworn testimony, Mr. Ballou.

A A1l right, sir, As Exhibit 1, we introduced a copy of
Order R-859 which gave Sun C1il Company permission to drill the B.
T. Lanehart No. 3 Well. This copy has been certified by A. L.
Porter as being a true and correct copy of Crder R-8E59,

Also, as for Exhibit 2, we introduced a plat showing the
location of Sunts leases and the adjacent 80-acres owned by Anderd
Prichard, R. Olson, and Southland Royalty Company, which contains
the entire Southeast Quartsr of Section 20.

And also have introduced as Exhibit 3, photostatic copies
of three letbters between various people in Anderson~Prichardis
organization and Sun 0il Company!s organization, pertalning to
the efforts that have been made to form a standard 160-acre pror-

ation unit,

OIl=

0 Exhibit 3 consists of thrse photostatics, the first beips

a letter from Anderson-Prichard 0il Corporation, J. H. Dalbon,
to Sun 0il Company, James E. Buckley. The letter 1s dated March

19, 1957. The second portion of Exhicit 2 is a letter from
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Mr., S. B. Christy.

A He is with Sun ¢il Cowmpany in Roswell,

&

Wwith Sun 0il Company at Roswell, addressed to Mr., A, J.
Viets at the Dallas Office, This is an inter-office correspondenc
sheet of Sun 0il Company and is dated April 17, 1957. The third

portion of Exhibit 3 comprises of a photostat of a letter from

Mr., J. Don Wiet, District Landman for Anderson-Prichard 0il Corpor{

ation, Midland, Texas, addrsssed to 3Sun 0il Company, Dallas, Texas
to the attention of Mr. A, J. Viets, Ths date of this letter is
May 23, 1957.
2 Is that all the testimony you have to offer at this time
Mr. Ballou? A Yes, sir.
MR, NUTTER: Does anyone have any guestions of the witness?
MR, WHITB: Yes, I would like to ask a question, Charlses
wWhite, with Anderson-Prichard 01l Corporation.
MR, NUTTER: Mr. White.

CROSS EXAMINATION

BY MR, WHITE:

v

o Mr, Ballou, these original negotiations with respect to
the drilling of the Lanehart Well and fthe formetion of the unit
were conducted prior to the time the Lanshart No, 3 Well was
drilled, is that correct? A That'ts correct.

Q Was the originasl offer regarding the formation of the

unit mace by phone from Mr. Buckley of your office?

A I believe it was.

wr

b
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Q Of your Dallas (¢ffice?

A I bellieve the original offer is set oubt in the letter of
April 17 between Mr., Christy and Mr, Viets, Mr., Wiet had called
¥Mr, Christy and outlined the proposition as he understood it, and
Mr, Christy related that information to the Dalles Office,

Q Would you mind outlining the terms of the original offer
which were made by Mr. Buckley?

A The letter, reading from the letter of Mr. Christy, it s
"Today iMr. J. Don Wiet of the Midland Office of Anderson and
Prichard called on me regarding a proposed well and their interest
in the event of a gas well.

He stated that they were willing to go along with us on all
of the conditions sxcept that they were unwilling to pay thelr par
of the cost of a well in the event of a dry hole since they would
not participate ir an o0il wsll, In brief, he stated the condition
as follows:

One: In the event of a gas well they would join a gas unit
and pay thelr proportionate cost.

Two: In the event of an o0il well they would have no inters
and pay no cost.

Three: In the event of a dry hole they would be obligated
to pay no cost.

Four:: In the svent of a marginal gas well they would havse
the option of contributing no cost of drilling well and reserve no

returns from the sale of the gas until the well had paid out."

bys?

T
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10

And then, he says,
"T told Mr. Wiet I would pass this information to you,"
Q3 Was this Lanehart No. 3 Well originally projected as an

0il well? A Yes, it was.

Q0 Did all the parties anticipate that o0il would be obtaineé

rather then gas?

4 To, I don't lkmow how much anticipation there was, but we
hoped we would get an o0il well similar to Mr. Olson's Cil Well
immedlately offsetting us to the east.

Q Did Sun 0il Company ever make an offer to communitize

all of the rights with respect to the Southeast Quarter of Section

20, 25 South, 37 East, including all subsequent rights which might
recoversd from the well? A You mean oil, gas and so fo
Q Yes.

A I dontt think you can form a 160-acrs unit in that field
can you?

o Well, if ==

A You can't do 1t, so we didntt btry 1it.

Q In any event, the original offer mads from your Dallas
0ffice provided that Anderson Prichard would pay its part of the
cost of the well if the well was completed as a dry hole, is that
correct? A Yes, sir.

Q As we understood it, the offer which was made from your

Roswell Office was a different offer, and provided that 3un would

bear the entire cost of the well if 1t was an oil well or If it

be

Pth?
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was a dry hole, is that correct?
A Well, I hope no one out of the Roswell office makes a

deal 1lilke that, we would like to stay in business.

Q Was there any misunderstanding between the Roswsll 0fficq

and Andsrson-Prichard for the formation of this ==

4 I am sorry, I -can't answer that question, I dontt know
if there was any disagreement betwsen Anderson-Prichard and Sun,
I was not awars of i%.

Q Was any offer ever made in writing with respsct to the
formation of this unit or wsere all the offers made by phone?

A I can't answer that, this is all the correspondence I
havse.

MR, McLAUGHLIN: Can I say something. I am with the legal
department of Sun Cil Company.

MR, NUTTER: 3tate your name?

MR, McLAUGHLIN: Don McLaughlin, In this first lettesr, the
original deal was made on the telephone. In the letter from Mr,
Dalton to Mr., Buckley, Mr. Dalton repeated what the offer was that
Buckley made., He said if it is a2 gas well, or a gas distillate
producer, or dry hole, the cost will be borne jointly. I am readi
from the letter.

MR, COOLEY

Zeading from Exhibit Wo. 3.
MR. MCLAUGHLIN: The first letter here. That is when Ander
son=Prichard rsepeated the offer that had been made over the tele-

phone, so there wouldnt!t be any mistake,

D
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12

MR, WHITE: As long as we are talking about that Exhibit
more or lsss informly, I would like to point out that Mr., Ballou
made a statement a few minubtes ago in which he sald that Mr. Dalto
letter of March 19, 1957 had rejected Sun (il Company's offer to
form 160-acres, and we submitted that the lebtter speaks for itselfl
and that it 1s not a definite failure to accept Sunts officers,
it merely states that the rscommendation has been submitted to our
Midland, Texas 0ffice and no action had been taken at that time.

L Let me clear that, let me read these two letters from
Anderson-Prichsrd, I think thsat might clear the matter up, if fther
is some nisunderstanding in his mind about the thing.

The letter of March 1i5%th, 1ls addrsssed to Mr, James §, Buck
with the 3un 0il Company from Mr., J. H. Dalton of the Land Divisio
¢ffice, Anderson-Prichard (il Company, and he says, he sets out th
80-acres of the West Half of the Southeast fuarter of Section 20,
Lea Couaty, New lMexico and he says "We ars swalting recommendstion
to our iarch 1Lth memorandum to our ifidland, Texas District OfrficH

to your oroposal over long distance telephone a week ago this aftg

noon with respect to your and our forming a 160-acre unit embrassing

your leasehold Zast Half of the Southeast QJuarter, and ours,
West Half of the Southeast fuartsr of captioned Ssction 20 for thy

purpose of drilling a Devonisan test, 8800 to 9000

L)
(0]
(<
o]
=
Q
<
s
[oN
@
Q

t

oo
o

if 5 a gas or zas distillate producer or is a dry hole, the
cost thereof would be borns jointly, vut if an oil well, the well

shall be ownsd and paid for 100 parcent by your corpany. In dus

nts

]

’
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13
course, I hope to have an answer,
It is sure nice to hear your voice; brought back memoriss,

which I cherlsh, of your and nmy associations commencing in the

Spring of 1916, With good wishes and warm regarcs, I am, Sincerely

yours, Jack Dalton.

Kow, on May the 23rd, Mr, Viets of our land dspartment received

a letter from Mr, J., Don Wiet, District Landman of
Prichard, concerning the same [

Anderson-

ile, the West Half of the Southeast
Guartsr of Section 20, Township 25 South, Range 37
says, "This refers

-
&

Last,

and he
to your recent request for

a dry hole contribut
in support of a Devonian test well your company proposed to drill
at a

. on
location in the Southeast GQuarter,

Southeast ~uarter,
20, Township 25 South, Range 37 East, Lea County, New

Secticn
Mexico."

And up until thet time, as I understood, there was no dig-

cussion of a dry hole contribution.”

"We have discussed this with our management and
advise we have no suthority to

ct

regret to
make such contribution, We feel

his is a field or development well, thersfore, a dry hole contrib

tion could not bes considered,

For example, we are commencing
operations for an extention well to the fleld

with location

in ths
ion 13

Horthwest Zuarter, Southwest Quarter, Ssct ich offsets
El Paso Gulf, and Western Natural, none of whom are supvortine ths
test well,

T am

L

sorry we could not get together on this one but pesrhap
on some futurse deal we can lend you some support.M

U
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Now, other then this correspondence, I believe sverything

else has been handled over the phone. Mr, Wiet has talked to peop]

in our office and people in our office talked to Mr. McClure with
Anderson-Prichard, and we have hopss that a 160=-acre unit will be
formed, but we dontt want to be without an allowable on the well

for another six or eight montls while we are trying to form this

unit. We are not asking for anything but an allowable on the numbd

of acres assigned to the unit.

MR, NUTTER: Mr, Ballou, when was this well commenced?

4 In June, I believe, I am not sure.

& (By Mr. wWhite) June of 19572 4 Yes, sir
& And when was it completed?

4 The later part of August, took 100 days to complete.

O And 211 of this correspondence was in the Spring of 1957
is that corrsct? A Yes,
2 Prior to the time the wsll was even started? A Yes; sir
4 Mr., Ballou, Southland Royalty is the owner of the minera
rights on the South Half of Section 20,

A It is now, After talk to HMr, McClurs, up until that tim
I was undsr the impression that Andsrson-Prichard owned the whole
thing. He told me that Mr. Olson owned a part of 1t, and South
Royalty owned part of it,

Were any offers made to either R, Clson individually or

to Southland Royalty Company with respect to the formation of a

standard 160-acre unit? A There was not.

U

DEARNLEY - MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE. NEW MEXico
3-6691 5.9546




§ After this well was completed as a gas well, wers any

efforts made by you to form s

A Well, Mr.

standard 160=-acre gas unit?

Sullivan in our Gas Department has talked to

Mr, McClure who I understand is the head of the Legal Department
for Anderson-Prichard and the last discussion that they had was lapt
Priday afternoon, but I dontt know the result of that discussion, [
think they have agreed to continue to try to work the thing out.
% Didnt't that conversation arise ohly after we had contactpgd
respect to ~= A Yes, sir, thatts right,.
3 And even after that time?
A In fact, Mr. McClure called me and I referred him to
Mr., Sullivan,
Q Subsequent to that time, did Sun 01l Company contact
sir.

R. 0l3on or Southland Royalty Company? A No,

2 In view of that --

.
ik,

McLAUGHLIN: Saturday or Sunday.

2 Yes, or Friday as far as he 1s concerned.

A We couldn't see where it would be of any benefit to us
to contact a portion, I mesan, the minor portion of the 60=-acres
leasehold until we had arrived at an agresment with Anderson~Prichp
he owns the biggest portion of it.

3 Have you ever been advissd formally by Anderson-Prichard
0il Corporation that the company was unwillling to negotiate with

respect to the formation of a standard 160-acre unit?

A Would you mind repeating that.
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5 Well, have you ever been advised formally by Anderson=
Prichard that we were unwilling to negotiate with the respect to
the formation of 160=-acre unit?

4 T think the Exhibit 3 that I filed speaks for itsslf,

MR. COCLEY: Mr. Ballou, Mr, White, may I interrupt.

MR, WHITE: Yes.

MR, COOLEY: Doesntt the portion of Exhibit 3 that you last

read concerning the regret that Anderson-Prichard would not be abl

to contribute dry hole money to this well evidence of misunderstanfling

between the parties in that, as I understand, Sun never requested
any dry hole monsey?

A No, we never requested dry hole money,

MR, COOLEY: It is evidence of a misundsrstanding, is it no

L& Yes,

MR, WHIT=: May I make a statement to clarify that? Mr.
A, J. Viets called me by long distance and wanted to know if we
would consider a dry hold contribution, and I said, "We will te
glad to take it under discussionf"; so it 1s generally a formality
when you want to break some bad news to somebody, you call them
by telephone and bresk it to them, and generally you follow with
a letter which I did. I called him and said we couldn't make the
contribution, and then I wrote him this letter that was read,

MR, COOLEY: And Sun (€1l Company did request Anderson-
Prichard to contribute dry hole money to this well?

MR, WHITE: Yes,

i

o]
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MR, COOLEY: Which was part of the original deal?
¥R, WHITE: This was a last minute -=-

A Thatt!s the first I over heard of that,

MR, WHITE: I have no further guestions of Mr, Ballou.

the whole thing might have been handled rather poorly by both part

First one landman and then another landman would call Anderson-

Prichard, and they all know someone different in each organigation

and when they got the well completed, they gave it to me to get

an allowable, and gave me coples of the letter to read at the hear
and that's about 211 I know about it, but I still think, after ny
discussion with Mr., Sullivan of our Gas Department, and Mr. McClur

with Anderson-Prichard, that a standard gas proration unit will be

worked out contalning the Southeast Quarter of 3ection 20, but wheh,

I dont't know, and I can't see any rsason to postpone an allowable
on the well on the basis of the number of acres we have té assigne
to it now pending an agreement among the four companies,

MR, NUTTmR: HMr, Ballou, is it your understanding that the
interest the Southland Royalty Company and R. 0Olson has on the Wes
Ealf of the Southeast of 20 is an undivided interest or divided
interest?

A Mr, Nutter, as I said a moment ago, the first I knew abo
Mr, Olson and the Southland Royalty having any interest was when
Mr. McClure informed me of that.

MR, NUTTER: Could you answer the question, Mr., Wiet?

A T told Mr, McClure the other day that it looked to me like

es,

W

T
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MR, WIET: R. Olson has an oil=-gas lease Interest comprising
of 3.75 interest, and Southland Royalty has an unleased 1/l mineral
interest which comprises of 20-acres, and we have the balance
under all the gas leases and at one time, a2 long time ago when we
were drilling the discovery well, Qe tried to lease that interest
from Southland and they said no.

QUESTICNS BY MR. NUTTER:

G Now, iIn reading Exhibit 3, Mr., Ballou, the second portio*
of that gxhibit, of this inter=-cffice correspondence, and paragraph
four of that, the conditions under which were'stated and quoted in
the letter, paragraph four says, "In the event of a marginal gas
well they would have the option of contributing cost of drilling
the well and reserve no returns from the sale of the gas until the
well had been paid out." Could you state what the deliverability
of that well is?

A The deliverability on that well 1s iIn the order of twelvp
million cubic feet a day.

S Would you classify that as a marginal or non-marginal?

A TNo, not as a marginal well, 1t would bé one of the best
ones we have drilled in a long time,

MR, NUTTER: Does anyone else have any questions of the withess?

MR, COOLEY: Yes,

QUESTIONS BY MR, COOLEY:

Q Mr., Ballou, I am going %o read to you the last paragrapq

of Exhibit 1, it being Commission Order No, R-=857 "That in the evdnt
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the said B, T. Lanshart Well No. 3 is completed as a gas-well the
applicant will make every reasonable effort to form a standard gas
proration unit of 160-acres, and should such efforts fail, make
prompt application to the Commission for forced pooling or a
non-standard gas proration unit."

Mr, Ballou, do you fsel that in view of the statements and
evidence that came to light at this hearing that Sun 0il Company
has mads every reasoneble effort to form a standard gas proration
unit?

A I don't know what you would call every reasonable effort)
Mr, Cooley, but I feel that we have made reasonable efforts to forn
a 160=-acre standard gas proration unit here, and in view of the
correspondence we had and answers recelved from Anderson-Prichard
at the time we began the well, which was some three months ago,

I think we made every reasonsble effort,

o Mr, Ballou, the only refusal on the part of Anderson-
Prichard to date 1s that they will not furnish dry hole money?

A That's the last communication we have from them, that
they will not furnish dry hole money. They certainly have answered
the other portion, would they participate in a unit.

Q Bubt surely you do not feel that the contribution of
dry hole money would have been a valid part of ==

A As I said a while ago, I didnt!t know we even requested
any dry hole money, the only thing I know 1s the deal that is set

out in that letter, Mr. Cooley.
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0 and I believe Anderson-Prichard stated that the deal, as
you refer to it, was being considered by their management at the
time the letter was written, isnt't that part of Exhibit 3?

A When we got that letter stating they didn't want to give
a dry hole contribution, I assumed that they had turned the whole
deal cdown,

5 And you stated that Sun 0il Company has made no offers

%

or no approaches to Olson or Southland Royalty Company?

I»

1 Thatts rignt.

t

MR, COOLEY: That's all.

MR, NUTTER: We have a telegram addressed to Mr., Al Porter,
Jr., New Mexico 0il Conservation Commission, Santa Fe, New Mexico
from R. Olson. The date of this telegram is September 20, 1957,
and received at 5:05. Would you read that telegram, Mr, Cooley?

MR, COOLEY: "R. Olson as the owner of leasehold intersests
under West Half, Southeast 2uarter, Section 20, 25 South, 37 East,
of standard gas proratidn unit of 160-acres, That he is willing
to‘negotiate an agresment as such owner for the formation of a
standard proration unit and protest the granting of an exception
as requested by Sun at this time. Signed, R. Olson."

MR, NUTTER: Does anyone else have any questions of the
witness, Mr. Utz?

QUESTIONS BY MR, UTZ:

Q Mr, Ballou, can you tell me if there are any other gas

wells completed in the Crosby-Devonian Pool in Section 20, 29, 21
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and 26 offsetting this location, the Lanehart No. 3?

4  You mean directly offsetting to the Southeast Juarter?

Q Yes, sir, any offsetting to the Southeast Zuarter of
Section 20°7?

A Mr, Utz, this map shows gas wells offsetting that
quarter section, but I don't know what field they are completed in,
I don't know whether they are or not, I will have to get the
schedule and check them.

0 Did I understand you to statd in your testimény that you
drilled at a 330 location in hopes of getting an oil well since thg
Olson well offsetting your location to the east was an oil well?

4 Yes, sir, I understand that the Clson Well No. 1 was an
0il well in the Crosty=Devonisn Pool.at the time we made applicati$n
for the permit to drill well No. 3 on the Lanehart lease. Ws
could not locate a well 660 from the line in accordance with the
field rules tscause there is a well st that location now,

5 You could have made a standard gas location?

A The standard gas location is 660 from the line,

MR, UTZ: Thatts gll I have.

MR. NUTTER: Anyone else have any quesbtlions of Mr., Ballou?
If not, you may be-excused. Mr. Ballou, you wanted to offer Sun
0il Companyt's Exhibits 1,2, and 3 in this case, 1s that correct?

A Yes, sir.

MR, NUTTER: Without objection, they will be received. Doep

anyone else have anything further they with to offer in Case 13167
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If not ==

MR, WHITE: I would like to put on one witness, if I may.

MR, NUTTER: Oh, I beg your pardon.

MR, WHITE: I would like to make a brief statement. I migh
explain what our position is. 1In the first place, we dont't object
to that portion of the application which cdeals with the unorthodox
gas well location; we do object to ﬁhat portion of the application
dealing with the non-standard gas unit. I think on the basis of
the testimony which has been pressnted thus far, and the ‘testimony
which we will preseﬁt, I think it is apparent that there is a
misunderstanding about ths offer which was made for the formation
of this gas unit. We feel that The offer which was made by Sunts
Dallas Office was slightly different from the offer made by their
Roswell Office. It was never quite clear in my mind exactly what
the offer was, The whole thing in a nut shell is, however, that
we fsel that this metter can be negotiated. We ars perfectly
willing to negotiate, We understand that Southland Royalty and
Olson are willing to negotiate, and we think thet in a matter of
30, U5 days at the most, we can zet together and negotiate and try
t> make up our minds whether or not we could form a 160-acre unit.
If that effort is mads and we cannot form the unit, why then we
thinlz that is the proper time to consider a non-standard gas unit
application,

MR. BALLCU: May I maks a statement in that regard?

MR, COOLEY: You will have an opportunity later on, Proces
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with the witness Mr., White,
(Witness sworn.)

J. DON WIET

called as a witness, having been first duly sworn, testified as
follows:

DIRECT ZXAMINATION

BY MR, WHITE:

O

Mr, Wist, state your name, please?

>

J. Don Wist,

% What is your position with Anderson-Prichard Corporation
A District Landman.

7 And for what period of time have you been so employsd?

A Six years.

Q2 Is the West Texas and Nsw Mexico District within the ars

I>
L
(g
[ )
2]
L]

in which you work?

2 Is one of your duties the negotiation of joint operating
agreemants? L Yes, sir.,

Q Are you familiar with the leases concerning the West Hal
of the Southsast Quartser, Section 20, 25 South, 37 Hast?

A Yes.

A

2 In what fleld 1s that land located?
A The crosby-Dsvonian field, Lea, New Mexico.
2 Will you sveak up?

A Crosby-Dsvonian Pool, Lea County, New Mexico,

2 What leasehold sstates doess Andsrson-Prichard own with

W
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respect to that J0-acre? A 56.375, I believe,

7 Are you familiar with the fact that a well, the B, T.
Lanshart No. 3 Well, has besn completed by Sun 011 Company off-
setting our acreage?

A Yes, 1t i1s my understanding it has been completed.

D Prior to the time that well was drilled, was AndersonQ
Prichard contacted with respect to the formation of a 160=-acre
unit? A Yes, they were,

Q@ What was the offer as you understand it which was made
by Sun 0il Company?

A Well, as previouse testimony has shown, it's going
around the world and back on these various offers, but it is
our understanding that Sun staked this location primarily for oil,

and then at the last minute we thought there was a possibility we

could get a gas well, we, meaning Sun, Therefors, thelr Dallas Offf

contacted our Oklashoma City Office regarding our attitude toward
pooling our lease interest with thelrs in the event this subject
well shiould be a gas well, and thes terms offered to the Oklahoma
City Office were: One, thet 1f it was an oil well, we would be
reimbursed for ocur proportionate share of one half, at that time
Sun was thinking we owned one half, of an oll well; if a gas well,
why then we would jointly own the well 50/50 and if it was a dry
hole, we would pay half the cost. Well then, in land traded, I

think it is obvious that, that is not a good deal for Anderson-

Prichard,
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~

5 Was there any mizunderstanding as far as Anderson-Prichs
was concerned with respect to this offer?

4 The offer would appear to be not an equitable one, and
since it bypassed Sun's Roswell COffice, which would be the logical
place for the offer to originate, I Jjust picked up the phone and
called Mr., Christy and we discussed it, and the results of his
interpretation of the conversation is set out in that inter-office
memorandun,

2 Was Anderson-Prichard solicited for a dry hole contribut
by Sun's Roswell O0ffice?

A Yo, by Mr, Viets of thelr Dallas Office.

2 Is it your understanding that this well has been compiet
as a gas well in the Crosby-Devonian Pool? A Yes.

2 Since the well has been completed as a gas well, has
Sun 0il Company contacted your office in Midland for the purpose
of negotiating with respect to the formation of a 160-acre unit?

A .No,

)

Is Anderson-Prichard willing to negotiate at this time
with respect to the formation of such a unit?
A Yes, We are.
MR, WEITE: I believe thatt!s all I have,
MR. NUTTER: Does anyone have any gquestions of Mr., Wiet?
MR, BALLOU: I would 1like to ask Mr, Wiet a question.
MR. NUTTER: Mr., Ballou.

CROSS ZXAMINATION

Fd

ion

ed
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BY MR, BALLCU:

Q0 Mr, Wiet, you sald that the deal Sun 0il Company offered
Anderson-Prichard was not a good deal, Was it a kind of deal that
you would offer Sun under reversed circumstances? A No.

0 Is Anderson-Prichard in the habit of assuming all of ths
risk of drilling wells and then offering other leasdwld interest
owners in the area an opportunity to come in after they get a good
well?

A Not if we can help it. Although you may remember we
drilled the discovery well In the Crosby-Devonian field at our own
cost expense and risk.

Q That is a normal operation, isntt it?

A That was a wildcat well., Thatts correct.

O

But your construction of our offer prior to the drillinz

of a well, you say was not a good deal to Anderson-Prichard, but
you
is an identical deal that/offered us under similar circumstance

e
-

A No, youtll find that it is a little bit one-sided in tha
Wwe join you in the well, if 1t is an oil well, you get it and we
dontt, and in the event ==

Q Under the Rules of the State of New lMexico, we couldntt
take -=-

A And if it is a dry hols, we pay half the cost, and if it
is a gas well, why then we finally get our money's worth. We told
you that we would not stand in your way of a gas proratlon unit as

you outlined on the telephone conversation, we are always willing
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negotiate.

Q@ As T stated before, there is no reason for me to argue
with Mr, Wiet, his interpretation of the deal and my interpretatio
of the deal because I didn't know anything about the deal until
last week, but we feel that we made an effort to form a unit, and
should be permitted to have a well, I mean an allowable for this
well on the basis of the acres we have to assign to the unit until
such time as the full standard unit can be worked out. It is not
unusual in the State of New Mexico to have & non-standard unit,
and we are not asking for any advanbtages other than production
we are entitled to for the acrss we have to assign to the unit
at this time,

MR, NUTTER: Does anyone else have any questions of Mr. Wie

Mr., Utz.

CROSS EXAMINATTION

QUESTIONS BY MR. UTZ:

Q Mr., Wiet, if the proposition of this well not being
projected as an o0il well had not entsred into your negotiations,
would you depend a good deal on Anderson-Prichard?

A We would have, if 1t would have been sst up for a gas
well in a regular location, we would have undoubtedly negotiated
prior to the drilling of the well.

9 In dry hole money? A No, in participation.

Q What if it would have been a dry hole?

4 That would have been sst out probably under an operating

o }

W e
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agreement prior to drilling.

MR, NUTTER: Anderson-Prichard would have shared in the cosgp
of drilling a gas well on a gas well location?

A Yes, or we would have farmed out our interest under-
pay out participation, on pay out in the event we didn't want to
participate. 1In other words, we would have worked the thing out,

Q@ In other words, on this unit, would you have participated
dry hole money on the unit?

4 That is not & fact., Wz would have -- the rsquest for
dry hole money would not have even developed because we would have
either joinsd them in drilling a well, or jolned them on some basig
satisfactory to Sun, whersby we would have had the 160-gacres unit
cormunitized prior to the drilling, as I see it.

2 Yes, but if it would have been a dry hole, you would hav$
shared the cost? A Thatts correct.

Q@ So as I gather, the reason you didntt think it was a gooqg
deal for Anderson-Prichard was because you were also gambling on
a dry oil well?

A Thett's right, for which we never would have had an
opportunity to participate.

MR, WHITE: I think the whole thing is that there has been
a misunderstanding in the very bteginning., I don't think anyone can
say that our negotiations have been completed because we really
have never gotten together to negotiats, It seems to me the mattey

could be worked out.
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MR, UTZ: Thatt!s all I have,

MR, COOLEY: Off the record.

(Discussion off the record.)

¥R, NUTTER: Any other guestions of Mr. Wiet? If not, he
may be excused from the stand.

MR, NUI'TER: Does anyone have anything further to offer in
Case 1316,

MR, WHITE: Nothing except that we havs a telegram from
Southland Royalty Company addressed to Mr., Wiet in which Southland
concurs with the other position taken by Anderson=-Prithard..

MR, COOLEY: Read that telegram into the rscord please, Mr.

MR, WHITE: It is addressed to Don Wiet, --= I might explain
a portion of it, that Mr., Coleman, from Southland Royalty Company,
evidentally misunderstood what was involved becauss he speaks of
spacing. "We will appreciate very much your appsaring tomorrow
before the New Msxico Conservation Committee in our beheglf and
informing them that we are opposed to Sun Cil Company's applicatioy
in Docket No. -~ and he has the wrong number == 116, non-standard
gas producing unit, Crosby-Devonian Pool, Lea County, New Mexico,
wherein Sun 01l Company is asking for an 80=-acre spacing pattern,
and explaining to the Committee that we vrefer 160-acre spacing, ar
accordinzly respectfully requsst that the Southeast Quarter of
Section 20, Township 25 South, Range 37 East, Lea County, New Msxig

be made into a unit for development of the 8,000 foot zas horizon"

.

1d
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signed, Southland Royalty Company, by R. M. Coleman.
MR, NUDTER: What was the date of that wire, Mr. White?
MR, WHITE: 3eptember 23rd.
MR, NUTTER: Does anyone else have anything further in Case
MR, BALLOU: Mr, Examiner, Sun 0il Company is always in fav

of forming the maximum size unit for any gas field, and it 1is beca

1316.
or

wse

of all the fallen down negotiations and misunderstanding, that we have

requested this non-standard unit. I think it would be grossly unf
to 3un 01l Company if the Commission refused us an allowable and
permit us to sell gas from this well, since we have assumed the co
of drilling it, and the other operators refused to participate on
basis, and since we have a well completed and it's a good gas well
we are asking only for an sllowable to be assigned to the acreage
which we have to put in the unit now, and I can say that Mr.
Sullivan from our gas departmsnt, and Mr, McClure, the Chief
'Counsel for Anderson-Prichard, are working on forming a 160-acre
unit now, and it may be only two weeks until the thing can be

changed from a non-standaréd to a standard gas proration unit., We

are anxious to form 160-acrs unit because we think it is ridiculouk

to drill any unnecessary wells in any field., For that reason, we
request the Commission grant our request here today and permit us
to continue working with Anderson-Prichard and others to form a

full unit,

hir

Bt

T

MR, NUIMER: If there 1s nothing further in Case 1316, we will

take the case under advisement. The next case will be Cass No. 131

DEARNLEY - MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE. NEwW MexIco
3-6691 5-9546




STATE OF NEW MIXICO )
1 8=
CCUNTY OF BERNALILLO )

I, J. A. TRUJILLO, Notary Fublic in

Bernalillo, State of New Mexico, do hereby

and for the County of

certify that the

foregoing and attached Transcript

of Hearing was reported by

me in Stenotype abt the time and place hereinbefore set forth;
that sane was thereaftsr transcribed into typewritten transcript
and thet same 1s a true and correct rscord to the best of

by ms;

my knowlsedge, skill, and ability.
WITNESS my Hand and Seal this, the 2nd day of October,
1957, in the City of Albugusrgus, County of Bernalillo, State of

New Mexico,

Y% G Dne e

[/ NOTARY PUSLIQ|

My Commission Expires:
Octover 5, 1960,

I bereby certify
2 eonpiete reco
the oo jner &

that the foregoing 1s
rd of the proceedings in

aring of Cage No. ¢ 3
h!‘ h.u s ~7)‘Z:._....zi.._? 1[9‘-,/- -----
'iL; }ﬂ P Tt l,Ekaminen

DEARNLEY - MEIER & ASSOCIATES
INCORPORATED
GENERAL LAW REPORTERS
ALBUQUERQUE. NEW MEXIcO
3-6691 5-9546




