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BEFORE THE
QIL CONSERVATION COMMISSION
Santa Fe, New Mexico
March 23, 1960
EXAMINER HEARING

“‘-‘--“"-‘---""“‘.

IN THE MATTER OF:

Application of Honolulu Oil Corporation
for approval of a unit agreement, Ap-
plicant, in the above-styled cause,
seeks approval of its North Mullis Unit
Agreement, which unit will embrace ap-
proximately 1922 acres of State, Fed-
srel and fee land in Townshipa 14 and
15 South, Range 29 Eamst, Chaves County,
New Mexico.
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Cagse 1925

BEFORE$
Elvis A, Utz, Examiner

NSC F_HEARING

MR, UTZ: The hearing will come to order., Case 1925,

MR, PAYNE: ®Case 1925, Application of Honolulu 0il
Corporation for approval of a unit agreement."

MR, CHRISTY: Sim Christy, Hervey, Dow and Hinkle,
for the applicant, Honolulu 0il Corporation. We apologize for
the lateness in submitting the unit agreement., It i8 hot off the
press, so-to-speak, from San Francisco last Saturday and just ar-
rived in Santa Fe yesterday., My understanding, it 1s a typical
Federal-State unit., We have three short witnesses,

(Witnesses sworn.)
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LEG BRADY
called as a witness, having been previously duly sworn, testified

as follows:

Q Would you please state your name, address and occupation?
A Leo Brady, Drawer 1391, Midland, Texas.

Q By whom are you employed and in what capacity?

A Honclulu 01l Corporation as Division Land Man, Mid-

Continent Division.

Q Are you familiar with the matters contained in this ap-
plication, being Case No. 1925, before the Commission?

A Yes, sir,

Q Are you familiar with the area covered by the pronosed

unit agreement?

A Yes, sir.

Q Would you please tell the Examiner the unit area covered
by the agreement?

A The unit area embraces all Sections 33, 34, Township 14
South, Range 29 East and the North ha&lf of Sections 3 and 4, Town-
shin 15 South, 29 Zast, Chaves County, New Mexico. These lands

total 1921.92 acres,

Q Are the lands owned by the United States, the State of
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A The landscovered by the proposed unit area consist of
141.92 acres of land, owned by the United States of America;
370 acres of land owned by the State of New Mexico, and 320 owned
by private individuale.

Q ¥ho i3 designated as the unit overator under the agree-
nent?

A Honolulu 0311 Corvoration, whose address is Box 1391,

Midland, Texas,

Q What's the purpose of the unit agreement?

A The unit agreement provides for the drilling of an
exploratory well to test the Devonian formation, which is expected
to be encountered at approximstsely 10,20C feet,

Q Has the drillsite been chosen yet?

A A tentative drillsite has been selected in the Northeast
Quarter of the Southeast Quarter of Section 33, Township 14 South,
Range 29 East,

Q Are you familiar with unit agreements for exploratory
purposes that have previously been approved by the Director of the
United States Gsological Survey, the Commissioner of Pyblic Lands
of the State of New Mexico, and this Commission?

A Yes, sir.

Is this unit agreement in substantially the same form

meﬁmu_&mmmaunnmvgd by the Director, the
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[Cormissioner and the Commission?

A Yes, the unit agreement involved in this application is
substantially the standard Federal form of unit agreement, modie
fied to include provisions with respect to State land, and the
form of this unit agreament is in general use by the oll Industry
in the State of New Mexico.

Q Has the unit agreement been submitted to the Commisaioner
for approval and, if so, has such approval been obtaiﬁed?

A The final draft was just completed the other day and
this morning we did submit to the Commisgioner the form of the
unit agreement, Previously, and by our letter of February 26,
1960, we advised the Commissioner of the proposed unit agreement,
We would anticipats that we will shortly obtain from the Commis-
sioner the approval of the unit agreement as to form and content.

Q Has the unit agreement been submitted to the office of
the Geological Survey for approval, and if so, has such avproval
been obtained?

A As I mentioned a moment ago, the unit agreement itself
has just been completed. However, we did advise the Geological
Survey of the propossd unit by letter of February 26, 1960, and
various employees of Honolulu O0il Corporation have had three or
Pour conferences with the Geologlocal Survey staff in Roswell,

New Mexico. I understand that requeats for unit arsa designation

8 ' e office to Washingion,

A
7 <
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D, C., and we hope that the unit area will be approved by the
Director in the immediate future, Also I might mention that cople
of the form of the unit agreement will be sultmitted to the United
States Geological Survey at Roswell, New Mexlco tomorrow morning.

Q Have you obtained commitments or ratifications of the
unit agreement by the working interest owners and royalty owners;
if you have obtained any, tell us the percent of these?

A The unit agreements are in the process of being mailed
out to the variocus interested partles., However, we have informal
approval of the basic unit agreement, substantially 100# of the
working interest owners. 1 am not certain whether or not the fee
royalty owner has been contacted as this tract is ownsd by Gulf.
However, and as I mentioned previously, the royalty interestsof
both the Federal and State lands have been contacted, I don't
believa that any of the overriding royalty owners, and there are
only a few of them, have yet been contacted., This, of course, will
be the job of the interssted working owner., I might also mention
that there have been several working interest owners meetings, and
based on these and other comments,we presently anticipate 1009
commitment by the working interest owners and at least 95% commite
ment by the royalty interest owners, This, of course, assumes
ultimate approval by the Federal and State government,

Q What 1s the effective date of the unit?

A Under Sectiion 20 the unit asgrsament iz effective as of —
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the date ol approval by the Directuor,

q Does the unit agreement provide for a plan of further
development’?
A Yes, sir, it contains the typical plan for further

development which is provided in Section 10,

Q What is the tere of the unit?

A The term is for a period of five years, and as long
thereafter as unitized substances can be produced in paying quan-

tities,

Q Now, Mr., Brady, under that if this unit arreement is
approved by the Commission that Honolulu must furnish the Come
mission a fully executed copy therccf after the final approval,
which would include any of the ratification and apnroval of other

veopla?
A Yes, air, we undsrsteol tris, and zuch nsterisl will be

furpiched to the Conmissi-n,

&

I telileve you provicusly mentioned that you were in
charge ¢f the Land Office of the Honolulu?

A Land Departwent, yos, sir, {cr the lands involved ia
this application.

o well, a&& head o!f ine Land Lepartment, have you caused
the various Federzl and State records to be examined with respect

to the unit area snd the ownsrship theregf?
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and State records Im santa r'e, New Mexico, amd theinformatiton——

relative to the ownership of the fee lunds was obtalned from the

lessess owning leases covering such fee lands,

Q Basged uvon this examination and the material that was
furnished to you, does Exhibit B of the unit agreement faithfully

reflect the ownership of thas various tracts as disclosed from such

examinetion and information?

A Yes, sir.

Q Mr. Brady, I belleve yesterday you nantioned to me there
was soma urgency in connection with this application. Would you
elaborate on that to the Examiner, nlease?

A Yes, sir, there is considerable urgency in this matter,
There are two Federal leases which expire June the 30th, 1960,
one of which covers the North Half of the Southwest Quarter and the
Southeast of the Southwest Quarter of Section 33. And the other
covers the Southwest Quarter of the Southwest Quarter of Saectilon
33 in Township 14 Scuth, Range 29 Fast,

Unless we can obtein production in the initial test well
tefore that date the lsase on these lands will expire. In view
of the drilling history in this area we anticipate that it will
take some eighty-five to ninety days to drill and complete the
initial test well to the Davonian formation, and this means that

the initial teat well must be commenced on or about April lst,

L 1960, Thus, there is extreme urgency in this matter, and we would
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cation.

I might state further that we apologize for the delay in ore-
senting the apnlication to the Commission, but it was in only very
recent weeks that substantial agreement was obtained among the
working interest owners and it was immediately after this that we
filed the application in this case., I believe the application in
this case was filed February 26, 1960,

Q Mr. Brady, do you have anything else to offer on this
caze from the land standroint?

A No.

MR, CHRISTY: I might state that the subseqQuent wite
nesses will take up the geonhysical and the geological portion.
That?s all from this witness, Excuse me.

MR, UTZ: Questiona?

MR, PAYNE: Yes, sir,

CROSS ZXAMINATION

EY MR, PAYNE:
Q What 1is your participation formula?

A This is what is known as an undivided type unit wherein
all tha working interest owners share in the costs in provortion
to their ownership.

Q It*'s a fully participating unit?

A As to the working interest?
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Q Yes, +*——Yes,sirs

Q And so it's actually based Just on the stralight acrsage
basis?

A Yes, sir,

Q Does this unit agresement contain a provision for ex-
pansion or contraction?

A Yes, sir, on Page 2, Section Z.

Q Yea, sir, Are there any wells drilled to any other
horizon within the confinss of this proposed unit?

A Within the unit area?

Q Yas,.

A No, sir. I de not bzliseve there have been in the unit
area.

Q Mr. Brady, as a land men for Honolulu, what nosition do
you take as to the leases which have been executsd at Honolulu,
part of the acreage which is included in the unit and nart of which
is not? I'1ll put it this way, do you take the position that dise
covery and vroduction within the unit area perpetuates the balance
of the lease which is not in the unit area?

A You speaking of Federal, State or fee ownership lease?

Q Well, generally any lease, and in particular State,

A Yes, sir, I believe it would perpetuate it., It would

derend upon the provisions of the individual lease,

L Q  You don't feel that the acreage which is outside the
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term even though no well had been drilled on such acreage outside
the unit area?

A No. I believe acreage, or a well, sroducing well on the
leased land would perpetuats the leased land.

Q Yes, sir. How, what I'm getting at le say the discovery
well, the producing well is not «-

A Oh, on?

Q -= Not on the lease, that particular lease?
A Oh, that's a different proposition. I do not bellieve
1t would,
MR, PAYNE: Thank you. That's &all,
MR, UTZ: Are thers other questions?
MR, CHRIZTY: I have one question,
REDIRECT EXAMINATION
Y MR, CHRISTY:
" I assume your last response to the question by Mr,
Payne, you would defer to the Legal Department, would you not?
A Yes, he asked my opinion,
MR, PAYNS: In his capacity as a land man, Mr. Christy,
MR, CHRISTY: ©HNot a8 a lawyer, That's all from this

witness,

MR, UTZ: Any other questions? The witness may be excus

_{¥itnass excused.)

anit but part of the lease wouldexpireat—theend of the primary

ed .
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MR, CHRISTY: #r., Johnson, please,
i 130N

called as a witness, having been previcusly duly sworn, testified

as follows)

STV

Q Would you please state your name, address and occupation?

A Yes, sir. L. He Johnson, Drawer 1391, Midland, Texas.
I am a seismologist,.

Q By whom are you employed and in what canacity?

A I'm employed by the Honelulu 0il Corporation as the Mide
Continent Division selsmologlst,

Q Have you previously testified before this Commission as
a geovhysicist or selsmologist?

A ﬁo, 81?‘

Q Would you briefly state to the Examiner the achools of
higher learning you have attended, the date and degrees you have
received?

A I wae graduated from Colorado School of Mines in 1937
with a Oeological Engineering Degree and geophysical option.

Q Since your gradustion by whom have you been employed and

in what capacity and area?

A From 1937 to 1946 I was employed by the Phillips Petrol-

euxr Company mainly as a party chlefl of the seismogravh ET@%TﬂIYTﬁﬂg




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-6691

PAGE 12

the Honolulu 01l Corporation as a ssismologist and meinly as a
division seismologist in ¥West Texas, New Mexico, the Four Corners
area and in other parts of the Mid-Continent area.

Q Are you familiar with the matters contained in this ap-
plication, being Case No, 1925, before the Commission?

A Yes, sir.

Q Are you famillar with the land involved in the avplica-
tion a8 well as the land immediately swrrounding it and the wells
in the general vicinity?

A Yes, sir, I might also mention that the only well of
any importance in the general area iz the British Americarn liondo
well in the Northwest Quarter of the Northeast Quarter of Section
27, Township 14 South, Range 29 Zast, This 1s a Devonian well and
the top of the pay is at 10,222 fest,

MR. CHRISTY: Are the witness's qualifications accept=
able, Mr, Examiner?
MR, UrZ: Yes, sir,

Q Do you have a contour map of this propcsed unit ares,
Mr. Johnson?

A Yes, 1 have two., The first one is marked Exhibit 2 and

is & selsmic map contoured on the Mississippian with the measure-

ments shown in time., The second 1s marked Exhibit 3 and 1t is
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measurements shown in depth. —

Q Now, Mr, Johnson, Mr. Brady just testifled that this unit

was for a Devonian test. Why are these exhlbits drawn to the

| Mississippian?

]
i
)

A The reflection data can be mapped at the Missiasippian

but it can not be mapped at the Devonian.

| Q Is there a map similar to Zxhibits 2 and 3 with the geo-
logical information projected to the Devonlan?
A Yas, sir, the next witness will show this map.

Q Will you briefly explain to the Examiner what is de-

picted by Bxhibits 2 and 37
A Yes, sir, Exhibit 2 is a selsmic map in time and Exhibiti
3 is a seismic map in denth, Actually we measure time in seismic |
surveying, but for clarity the time has been converted to depth,
arnd I believe it would be gimpler to utilize Sxhibit 3 to answer

your question, Exhibit 3 iz a seismic map of the subsurface at

the Mississippian horison, which is at & depth of 9600 feet plus

or minus below the surface or about 5800 feet below sea level,
The map has a contour interval of 50 feet and the scale of
twe inches equals one mile, On the map the proposed unit area is
cutlined by the heavy line, The small circles are shot pnoints
where the data is recorded, These show the control used in the

orevaration of the map. You'll please note the geophysical high

L4in Sections 31 and 34, Township lb South, Range 29 Sast, et

cetera,
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rwith vy apex at the minus §700 foot contour—and nesar—the Southeast

geophysical high within thils closing contour of 5800 feet?

PaGE L&

corner of the Section 33.

The closing contour of the map is at minus 5800 feet and
generally outlines the proposed unit. Closurs to the Southwest is
afforded by the fault which has been interpreted to have a dis=-
nlacement of 400 feset down to the Southwsest,

Q S0, as I understand you, Mr. Johnson, this unit area pro-

posed in thie application includes all or substantially all of the

A Yos, sir, If you followed the line shown in Zxhibit 3 |
at 5800, you'll note that the unit area encompasses substantially
all of the geophysieal high within this closing contour and, of
course, it is bounded on the Southwest by the fault that I have
mentioned previously. |

Q Mr, Johnson, from geophysical information thatts availd
able, do you believe that the boundaries of the unit encompass a |
sufficlent area to assure adequate control of the structure?

A Yes, air,

Q I believe Exhibits 2 and 3 indicate that the present
proposed location of the initial test well will be approximately

on this structural high?

A Yes, sir, that is correct, I might also state that from

the information available it would appear that the Devonian pay
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feet high to the Devonlan pay In the British American well. 1
Q  Were Exhibits 2 and 3 prepared by you or under your
direction and supervision?

A Y&S, sir,

Q Do you have anything else to add to your testimony that
might be of interest or information to the Examiner?

A NO, Siri

MR, CHRISTY: I believe that's all from this witness,
MR, UTZ: Are there questions?
MR, PAINE: No questions,

MR, UTZ: The witness may be excused,

(¥itness execused,)

MR, UTZ: The last witness is Mr, Hoy, please,

& . R, HOY
called as & witness, having been previously duly sworn, testified

as follows:
DIRECT EXAMINATION
Q Would you please state your name, address and occupation}
A Seorge R, Hoy, Midland, Texas, 1 am employed by Hono-
lulu 01l Corvworation ae Division Drilling and Proration Engineer,
Q Have you previously testified before the New Mexico 01l

Conservation Commission a3 & geologist and had your qualifications

Lirﬁﬁﬁfsﬁ?’ o
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— & Yem, sir, I haves .

Q Are you familiar with the matters contained in this ap-

plication, being Case No. 1925, before the Commission?

A Yes, sir.

Q Are you familiar with the lands involved in the applica-
tion, the wells within the vicinity of the proposed unit ares, and
the general geological information in this area?

A Yoes, sir.

MR, CHRISTY: Does the Examiner have any questlions

concerning the witness® qualifications? :

MR, UTZ: No, sir, he's qualified,
Q Now, Mr., Hoy, I refer you to what has been marked Lxhi- i
bit 4L and ask you to please ldentify and explain it to the Examineé.

A Exhibit 4 is & stratographic section of what we expect
will be encountered in the initial test well within the unit, The
stratographic section depicted in the exhibit is substantially the|
same as that found in the British American well to the Northeast
of the unit area, except that we anticipate encountering the top
of the Devonian in the initial iest well at approximately 100 feet
high to the point it was encountered in the British American well.

Q Mr, Hoy, I believe it was previously mentioned in

Mr. Johnson's testimony that someone had prepared & contour map

of the unit area projected down to the Devonian,

A J.s_’_&in
L2 = L2 J
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Has that been marked as a8n exhibit?

&

That has been marked as Exhibit No. 5.

N

Q Would you please explain that exhibit to the Examiner?
A As Mr., Johnson has previously testified, there has been
no seismic information to the Devonian, so it has been necessary

for me, in preparing Exhibit 5, to utilize the information from

Exhibits 2 and 3 and to project this information to the Devonian

| in order to show the geological information and what we belleve

will be the vossible Devonian oroducing &area.

Q Now, Mr. Hoy, I call your attention to the closing cone
tour line on EBxhibit 5 of 6400 [eet, Is that approximately the
same closing contour line as the 5800 foot mark on Zxhibit 37

A Yes, sir, 1t is,

Q So that this closing contour with the fault shown again
on Exhibit 5 that appears to encompass all of the geological
high as projected to the Devonian?

A Yes, sir.

Q Within the unit area? A Yes, sir.

Q Now, Mr. Hoy, as a geologist, do you believe that the
granting of this application will permit the nroductive area to be
developed and opsrated in the interest of conservation, the pree
vention of waste and the protection of correlative rights of the

various interssted parties?

2 ?EB sx‘ s S P
B3 ) by & MWW e
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within the unit arsa that ths approval of the unit agreement will
permit A mors asconomic and efficient recovery of the maximum oil or
gas substances within the unitized pool?
A; Yes, air,
Qj Mr. Hoy, I assume that you realige that if the Commission
shsuld;grnnt this application that Honolulu will nevertheless have
1o camﬁly with the other rules of the Commission with respect to

filing| notices, forme and et cetera?

Af Yes, wa recognize this and they will be complied with,

q‘ With reference to the initial test wall, explain the
sroposed casing progran,

A Tha proposed is a surface string of 13 3/8 to a depth |
of 350 feet and cemented from top to bottom in the annulus, string
of 8 #/8 to 4,000 feet and string of 54 through the Davonian if
prcduktion is found.

E Were Exhibits L and § prepared by you or under your
dire&tian and supervision?

A Yes, sir,

'] I believe Exhiblt 1 1s the ma» shown in the unit agroee
ment; is that correct?

A Yes, sir, that i: corrsct.

'@  And Bxhibit 6 is the unit agreement itself?
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CROSS EXAMINATION

BY MR, UTZ:

Q Mr. Hoy, were you going to cement the 8 5/8 at the 4,000
feat?

A Yes, we plan on 500 sacks of cement for the 8 5/8,

Q How meny sacks?

A 500, e planned to cover the Queen and San Andres fore
mations,

MR. UTZ: Are there other questions of the witness?

If not, he may be excuzed,
(Vitness excused,)

MR, CHRISTY: We would like to offer in evidence
Applicantts Exhibits 1 to & inclusive.

MR, UTZ: Wwithout otjection the Exhibits 1 through 6
w11l be entered into the record.

MR, CHRISTY: TWwe would like to make one other statement
if there are no other statem=nts in the case.

MR, UTZ: Are thare other statements in this case? If
not, you may proceed,

MR, CHRISTY: e would like to withdraw EZxhibits 2 to §

inclusive from the cass and have them treated as confidential, and

T will write the Commission as zoon as we conslider them not cone




resubmitted in the file, Of course, anyone wishes to make an
apnlication to have them resubmitted, we would have no great obe
Jection.
MR, PAYNE: That would be fine, In the absence of any
legitimate requests to ses them, you can withdraw them,
MR, CHRISTY: We would like to withdraw 2 to 5 inclusive,.
Thatts all for the Apvlicant in thie case, I would like to amend
that and make 1t 1 to 5,
MR, UTZ: The case will be taken under advisement,
STATE OF NEW MEXICO ) .
COUNTY OF BERNALILLO ; B
I, ADA DEARNLEY, Court Repurter, do hereby certify that the
foregoing and attached tranacript of proceedings before the New
Mexico 01l Comservatlon Commisszion at Santa Fe, New Mexico, is a
true and correct record to the best of my knowledge, skill and
ability.
IN WITHESS WHEREQF I have affixed my hand and notarial s=al

this <7/ day of Aoril, 1960,

i

ST e ‘}E/
‘LZ{%’J K ‘wf~‘t‘z'/€,&i<}/_’,,

Notary Public-Court Reporfer

My commission exvires:

I do herebi comgn
P CTERT oy that the Toraroing g
ST T e e e T T ERT
Jm!a 19! 1963‘ T ‘ LU ’: N 7.‘]
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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
March 23, 1960
EXAMINER HEARING

. G am am em SR MR PWm B SR EE mm  Sm S G Wm MR e WS Se dea g e ww

IN THE MATTER OF:

Application of Honolulu 0il Corporation
for approval of a unit agreement. Ap-
plicant, in the above~styled cause,
seeks approval of its North Mullis Unit
Agreement, which unit will embrace ap-
proximately 1922 acres of State, Fed~
eral and fee land in Townships 14 and
15 South, Range 29 East, Chaves County,
New Mexico.

Case 1925

M e e e em e WR an S s P W mw s e

BEFORE:
Elvis A. Utz, Examiner

TRANSCRIPT OF HEARING

MR., UTZ: The hearing will come to order. Case 1925.

MR. PAYNE: "Case 1925, Application of Honolulu 0il
Corporation for approval of a unit agreement."

MR. CHRISTY:: Sim Christy,, Hervey, Dow and Hinkle,
for the applicant, Honolulu 0il Corporation. We apologize for
the lateness in submitting the unit agreement. It is hot off the
press, so~to-speak, from San Francisco last Saturday and just ar-
{ived in Santa Fe yesterday. DMy understanding, it is a typical
Federal~3tate unit. We have three short witnesses.

(Witnesses sworn.)
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LEO BRADY
called as a witness, having been previously duly sworn, testified

as follows:

DIRECT EXAMINATION

BY MR, CHRISLY::

Q Would you please state your name, address and occupation?

A Leo Brady, Drawer 1391, Midland, Texas.

Q By whom are you employed and in what capacity?

A Honolulu 0il Corporation as Division Land Man, Mid-
Continent Division.

Q Are you familiar with the matters contained in this ap-
plication, being Case No. 1925, before the Commission?

A Yes, sir.

Q Are you familiar with the area covered by the proposed
unit agreement?

A Yes, sir.

Q Would you vlease tell the Examiner the unit area covered
by the agreement?

A The unit area embraces all Sections 33, 34, Township 14
South, Range 29 East and the North half of Sections 3 and 4, Town-
ship 15 South,' 29 East, Chaves County, New Mexico. These lands
total 1921.92 acres.

Q Are the lands owned by the United States, the State of

New Mexico or private individuals? If there is any variation
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Will you give us the acreage owned by each?

A The landscovered by the vroposed unit area consist of
141.92 acres of land, owned by the United States of America;

370 acres of land owned by the State of New Mexico, and 320 owned
by private individuals.

Q Who is designated as the unit operator under the agree-
ment?

A Honolulu 0il Corvoration, whose address is Box 1391,
Midland, Texase.

Q What?s the purpose of the unit agreement?

A The unit agreement provides for the drilling of an
exploratory well to test the Devonian formation, which is expected
to be encountered at approximately 10,200 féet.

Q Has the drillsite been chosen yet?

A A tentative drillsite has been selected in the Northeast
Quarter of the Southeast Quarter of Section 33, Township 14 South,
Range 29 East.

Q Are you familiar with unit agreements for exploratory
purposes that have previously been approved by the Director of the
United States Geological Survey, the Commissioner of Pyblic Lands
of the State of New Mexico, and this Commission?

A Yes, sir.

Q Is this unit agreement in substantially the same form

and tenor as those previously approved by the Director, the
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Commissioner and the Commission?

A 'Yes, the unit agreement involved in this application is
substantially the standard Federal form of unit agreement, modi-
fied to include.provisions with respect to State land, and the
form of this unit agreement is in general use by the o0il industry
in the State of New Mexico.

Q Has the unit agreement been submitted to the Commissionen
for approval and, if so, has such approval been obtained?

A The final draft was Jjust completed the other day and
this morning we did submit to the Commissioner the form of the
unit agreement. Previously, and by our letter of February 26,
1960, we advised the Commissioner of the proposed unit agreement.
We would anticipate that we will shortly obtain from the Commis-
sioner the approval of the unit agreement as to form and content.

Q Has the unit agreement been submitted to the office of
the Geological Survey for approval, and if so, has such approval
been obtained?

A As I mentioned a moment ago, the unit agreement itself
has just been completed. However, we did advise the Geological
Survey of the proposed unit by letter of February 26, 1960, and
various employees of Honolulu 0il Corporation have had three or
four conferences with the Geological Survey staff in Roswell,

New Mexico. I understand that requests for unit area designation

has been forwarded from the Survey'!s Roswell office to Washington,
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D. C., and we hope that the unit area will be approved by the
Director in the immediate future. Also I might mention that copiesg
of the form of the unit agreement will be submitted to the United
States Geological Survey at Roswell, New Mexico tomorrow morning.

Q Have you obtained commitments or ratifications of the
unit agreement by the working interest owners and royalty owners;
if you have obtained any, tell us the percent of these?

A The unit agreements are in the process of being mailed
out to the various interested parties. However, we have informal
approval of the basic unit agreement, substantially 100% of the
working interest owners. I am not certain whether or not the fee
royalty owner has been contacted as this tract is owned by Gulf.
However, and as I mentioned previously, the royalty interestsof
both the Federal and State lands have been contacted. I dontt
believe that any of the overriding royalty owners, and there are
only a few of them, have yet been contacted. This, of course, will
be the job of the interested working owner. I might also mention
that there have been several working interest owners meetings, and
based on these and other comments,we presently anticipate 100%
commitment by the working interest owners and at least 95% commit-
ment by the royalty interest owners. This, of course, assumes
ultimate approval by the Federal and State government.

Q What is the effective date of the unit?

A Under Section 20 the unit agreement is effective as of
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the date of approval by the Director.

Q Does the unit agreement provide for a plan of further
development?
A Yes, sir, it contains the typical plan for further

development which is provided in Section 10.

Q What is the term of the unit?

A The term is for a period of five years, and as long
thereafter as unitized substances can be produced in vaying quan-
tities.

Q Now, Mr. Brady, under that if this unit agreement is
aporoved by the Commission that Honolulu must furnish the Com-
mission a fully executed copy thereof after the final approval,
which would include any of the ratification and approval of other
veople?

A Yes, sir, we understand this, and such material will be
furnished to the Commission.

Q I believe you previously mentioned that you were in
charge of the Land Office of the Honolulu?

A Land Department, yes, sir, for the lands involved in
this application.

Q Well, as head of the Land Department, have you caused
the various Federal and State records to be examined with respect

to the unit area and the ownership thereof?

A Yes, sir, my office has checked into this, the Federal
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and State records in santa Fe, New Mexico, and the information

relative to the ownership of the fee lands was obtained from the
lessees owning leases covering such fee lands.

Q Based upon this examination and the material that was
furnished to you, does Exhibit B of the unit agreement faithfully
reflect the ownership of the various tracts as disclosed from such
examination and information?

A Yes, sir.

Q Mr. Brady, I believe yesterday you mentioned to me there
was some urgency in connection with this application. Would you
elaborate on that to the Examiner, please?

A Yes, sir, there is considerable urgency in this matter.
There are two Federal leases which expire June the 30th, 1960,
one of which covers the North Half of the Southwest Quarter and thg
Southeast of the Southwest Quarter of Section 33. And the other
covers the Southwest Quarter of the Southwest Quarter of Section
33 in Township 14 South, Range 29 East.

Unless we can obtain production in the initial test well
before that date the lease on these lands will expire. In view
of the drilling history in this area we anticipate that it will
take some eighty-five to ninety days to drill and complete the
initial test well to the Devonian formation, and this means that
the initial test well must be commenced on or about April lst,

1960. Thus, there is extreme urgency in this matter, and we woul

wr
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cation.

I might state further that we apologize for the delay in pre-
senting the application to the Commission, but it was in only very
recent weeks that substantial agreement was obtained among the
working interest owners and it was immediately after this that we
filed the application in this case. I believe the application in
this case was filed February 26, 1960.

Q Mr. Brady, do you have anything else to offer on this
case from the land standpoint?

A No.

MR. CHRISTY:: I might state that the subsequent wite-
nesses will take up the geophysical and the geological portion.
That?s all from this witness. Excuse me,

| MR. UTZ: Questions?

MR. PAYNE: Yes, sir.

CROSS EXAMINATION

BY MR, PAYNE:

Q What is your participation formula?

A This is what is known as an undivided type unit wherein
all the working interest owners share in the costs in proportion
to their ownership.

Q Itts a fully participating unit?

A As to the working interest?
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Q Yes. A Yes, siTs.

Q . And so it?'s actually based just on the straight acreage
basis?

A Yes, sir.

Q Does this unit agreement contain a provision for ex-

pansion or contraction?
A Yes, sir, on Page 2, Section 2.
Q Yes, sir. Are there any wells drilled to any other

horizon within the confines of this proposed unit?

A Within the unit area?

Q Yese.

A No, sir. I do not believe there have been in the unit
area.

Q Mr. Brady, as a land man for Honolulu, what position do

you take as to the leases which have been executed at Honolulu,
part of the acreage which is included in the unit and part of which
is not? Itll put it this way, do you take the position that dis-
covery andvproduction within the unit area perpetuates the balance

of the lease which is not in the unit area?

A You speaking of Federal, State or fee ownership lease?
Q Well, generally any lease, and in particular State.
A Yes, sir, I believe it would perpetuate it. It would

depend upon the provisions of the individual lease.

Q You don't feel that the acreage which is outside the
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unit but part of the lease would expire at the emd of the primary

term even

the unit area?

A

leased land would perpetuate the leased land.

Q
well, the

A

Q

A

it would.

BY MR, CHRISTY::

though no well had been drilled on such acreage outside
No. I believe acreage, or a well, producing well on the

Yes, sir. Now, what I'm getting at is say the discovery
producing well is not ;—

Oh, on?

-~ not on the lease, that particular lease?

Oh, that?s a different proposition. I do not believe

MR. PAYNE: Thank you. That's all.
MR. UTZ: Are there other questions?
MR, CHRISTY:: I have one question.

REDIRECT EXAMINATION

Q

Payne, you would defer to the Legal Department, would you not?

A

witness.

I assume your last response to the question by Mr.

Yes, he asked my opinion,
MR. PAYNE: In his capacity as a land man, Mr, Christy..

MR, CHRISTY:: Not as a lawyer. Thatts all from this

MR. UTZ: Any other questions? The witness may be excusse

(Witness excused.)

d.
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MR, CHRISTY:: Mr. Johnson, please.

L. H. JOHNSON

called as a witness, having been previously duly sworn, testified

as follows:

DIRECT EXAMINATION

BY MR, CHRISTY::

Q | Would you please state your name, address and occupation?
A Yes, sir. L. H. Johnson, Drawer 1391, Midland, Texas.
I am a seismologiste.

Q By whom are you employed and in what capacity?

A I'm employed by the Honolulu 0il Corporation as the Mid-
Continent Division seismologist.

Q Have you previously testified before this Commission as
a geophysicist or seismologist?

A No, sir.

Q Would you briefly state to the Examiner the schools of
higher learning you have attended, the date and degrees you have
received?

A I was graduated from Colorado School of Mines in 1937
with a Geological Engineering Degree and geophysical option.

Q Since your graduation by whom have you been employed and
in what capacity and area?

A From 1937 to 1946 I was employed by the Phillips Petrol-

s
AR
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Mid-Continent area, and from 1940 to date I have been employed by
the Honolulu 0il Corporation as a seismologist and mainly as a
division seismologist in West Texas, New Mexico, the Four Corners
area and in other parts of the Mid-Continent area.

Q Are you familiar with the matters contained in this ap-
plication, being Case No. 1925, before the Commission?

A Yes, sir.

Q Are you familiar with the land involved in the applica-
tion as well as the land immediately surrounding it and the wells
in the general vicinity?

A Yes, sir. I might also mention that the only well of
any importance in the general area is the British American Hondo
well in the Northwest Quarter of the Northeast Quarter of Section
27, Township 14 South, Range 29 East. This is a Devonian well and
the top of the pay is at 10,222 feet.

MR. CHRISTY:: Are the witness's qualifications accept=-
able, Mr., Examiner?
MR, UTZ: Yes, sir.

Q Do you have a contour map of this proposed unit area,
Mr. Johnson?

A Yes, I have two. The first one is marked Exhibit 2 and
is a seismic map contoured on the Mississippilan with the measure-

ments shown in time. The second i1s marked Exhibit 3 and it is

L }ikewisea—seismic map contoured on the Mississippian with the
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measurements shown in depth.

Q Now, Mr. Johnson, Mr. Brady just testified that this uniy
was for a Devonian test. Why are these exhibits drawn to the
Mississibpian?

A The:'reflection data can be mapped at the Mississippian
but it can not be mapped at the Devonian.

Q Is there a map similar to Exhibits 2 and 3 with the geo-
logical information projected to the Devonian?

A Yes, sir, the next witness will show this map.

Q Will you briefly explain to the Examiner what is de=-
victed by Exhibits 2 and 3?

A Yes, sir, Exhibit 2 is a seismic map in time and Exhibit
3 is a seismic map in depth. Actually we measure time in seismic
surveying, but for clarity the time has been converted to depth,
and I believe it would be simpler to utilize Exhibit 3 to answer
your question, Exhibit 3 is a seismic map of the subsurface at
the Mississippian horizon, which is at a depth of 9600 feet plus
or minus below the surface or about 5800 feet below sea level.

The map has a contour interval of 50 feet and the scale of
two inches equals one mile., On the map the proposed unit area is
outlined by the heavy line. The small circles are shot points
where the data is recorded. These show the control used in the
oreparation of the map. Youtll please note the geophysical high

in Sections 33 and 34, Township 14 South, Range 29 East, et cetera

A
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with 1t® apex at the minus 5700 foot contour and near theJoutheas
corner éf the Section 33.

The closing contour of the map is at minus 5800 feet and
generally outlines the oroposed unit. Closure to the Southwest is
afforded by the fault which has been interpreted to have a dis-
vlacement of 400 feet down to the Southwest,

Q So, as I understand you, Mr. Johnson, this unit area pro<
posed in this application includes all or substantially all of the
geophysical high within this closing contour of 5800 feet?

A Yes, sir. If you followed the line shown in Exhibit 3
at 5800, youtll note that the unit area encompasses substantially
all of the géophysical high within this closing contour and, of
course, it is bounded on the Southwest by the fault that I have
mentioned previously.,.

Q Mr. Johnson, from geophysical information thatts availd
able, do you believe that the boundaries of the unit encompass a
sufficient area to assure adequate control of the structure?

A Yes, sir.

Q I believe Exhibits 2 and 3 indicate that the present
provosed location of the initial test well will be approximately

on this structural high?
A Yes, sir, that is correct. I might also state that from

the information available it would appear that the Devonian pay

in the proposed well will be encountered approximately a hundred
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feet high to the Devonian pay in the British American well.
Q Were Exhibits 2 and 3 prepared by you or under your
direction and supervision?
A Yes, sir.
Q Do you have anything else to add to your testimony that
might be of interest or information to the Examiner?
A No, sir.
MR, CHRISTY:: I believe thatts all from this witness.
MR, UTZ: Are there questions?
MR, PAYNE: No questions.
MR, UTZ: The witness may be excused.
(Witness excused.)
MR, UTZ: The last witness is Mr. Hoy, please.

GEORGE R, HOY

called as a witness, having been previously duly sworn, testified

as follows:

DIRECT EXAMINATION

BY MR, CHRISTY::

Q Would you please state your name, address and occupation?

A George R. Hoy, Midland, Texas. I am employed by Hono-
lulu 0il Corporation as Division Drilling and Proration Engineer.

Q Have you previously testified before the New Mexico 0il

Conservation Commission as a geologist and had your qualifications

accented?
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A Yes, sir, 1 have,

Q Are you familiar with the matters contained in this ap-
plication, being Case No. 1925, before the Commission?

A Yes, sir.

Q Are you familiar with the lands involved in the applica=-
tion, the wells within the vicinity of the proposed unit area, and
the general geological information in this area?

A Yes, sir.

MR. CHRISTY: Does the Examiner have any questions
concerning the witness? qualifications?
MR. UTZ: No; sir, he?s qualified.

Q Now, Mr. Hoy, I refer you to what has been marked Exhi-
bit 4 and ask you to please identify and explain it to the Examine]

A Exhibit 4 1s a stratographic section of what we expect
will be encountered in the initial test well within the unit. The
stratographic section devicted in the exhibit is substantially the
same as that found in the British American well to the Northeast
of the unit area, except that we anticipate encountering the top
of the Devonian in the initial test well at approximately 100 feet
high to the point it was encountered in the British American well.

Q Mr. #Hoy, . I believe it was previously mentioned in
Mr. Johnsonts testimony that someone had prepared a contour map

of the unit area projected down to the Devonian.

A Yes, sir.
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Q Has that been marked as an exhibit?

That has been marked as Exhibit No. 5.

o

Q Would you please explain that exhibit to the Examiner?

A As Mr. Johnson has previously testified, there has been
no seismic information to the Devonian, so it has been necessary
for me, in preparing Exhibit 5, to utilize the information from
Exhibits 2 and 3 and to project this information to the Devonian
in order to show the geological information and what we believe
will be the possible Devoﬁian producing area.

Q Now, Mr. Hoy, I call your attention to the closing con-
tour line on Exhibit 5 of 6400 feet. Is that aporoximately the
same closing contour line as the 5800 foot mark on Exhibit 3%

A Yes, sir, it is.

Q So that this closing contour with the fault shown again
on Exhibit 5 that appears to encompass all of the geological

high as projected to the Devonian?

A Yes, sir.
Q Within the unit area? A Yes, sir.
Q Now, Mr. Hoy, as a geologist, do you believe that the

granting of this application will permit the productive area to be
developed and operated in the interest of conservation, the pre-
vention of waste and the vrotection of correlative rights of the

various interested parties?
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Q Do you believe that im the event oil or gas is found
within the unit area that the approval of the unit agreement will
permit a more economic and efficient recovery of the maximum oil oz
gas substances within the unitized pool?

A Yes, sir.

Q Mr. Hoy, I assume that you realize that if the Commission
should grant this application that Honolulu will nevertheless have
to comply with the other rules of the Commission with respect to
filing notices, forms and et cetera?

A Yes, we recognize this and they will be complied with.

Q With reference to the initial test well, explain the
proposed casing program.

A The proposed is a surface string of 13 3/8 to a depth
of 350 feet and cemented from top to bottom in the annulus, string
of 8 3/8 to 4,000 feet and string of 5% through the Devonian if
production is found.

Q Were Exhibits 4 and 5 prepared by you or under your
direction and supervision?

A Yes, sir.

Q I believe Exhibit 1 is the map shown in the unit agree-
ment, is that correct?

A Yes, sir, that is correct.

Q And Exhibit 6 is the unit agreement itself?
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MHE. CHRISTY:: I believe thatvs all from this witness,

CROSS_ EXAMINATION

BY MR. UTZ:

Q Mr. Hoy, were you going to cement the 8 5/8 at the 4,000
feet?
A Yes, we plan on 500 sacks of cement for the 8 5/8.
Q How many sacks?
A 500. We planned to cover the Queen and San Andres for-
mations.
MR, UTZ: Are there other questions of the witness?
If not, he may be excused.
(Witness excused.)
MR, CHRISTY:. We would like to offer in evidence
Applicantts Exhibits 1 to 6 inclusive.
.MR. UTZ: Without objection the Exhibits 1 through 6
will be entered into the record.
MR. CHRISTY:: We would like to make one other statement
if there are no other statements in the case.
MR. UTZ: Are there other statements in this case? If
not, you may proceed.
MR, CHRISTY:: We would like to withdraw Exhibits 2 to 5
inclusive from the case and have them treated as confidential, and

I will write the Commission as soon as we consider them not con-

_ fidential again, probably two or three months, and ask that they bs
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resubmitted in the file. Of course, anyone wishes to make an
application to have them resubmitted, we would have no great ob-
jection,.
MR, PAYNE: That would be fine. In the absence of any
legitimate requests to see them, you can withdraw them.
MR. CHRISTY:: We would like to withdraw 2 to 5 inclusivdg
Thatts all for the Applicant in this case. I would like to amend
that and make it 1 to 5.
MR, UTZ: The case will be taken under advisement.
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