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IN THZ MALTTER OF:

BEFORE THE
OIL CONSERVATION COMMISSICM
S5ANTA FE, NEW MEXICC
MaY 24, 1l9el

LXAMINER HEARING

CA8E 2282 Application of Continental Cil Company for an
amendment of Order No. R-1602. #pplicant, in
the above-styled cause, seeks an amendment of
Order No. R-1602 changing the effective date
thereof and mzking the provisions of said order:
effective as of March 1, 1960. :

-
-

BElvis 2. Utz, Sxamine:x.
IR4LNSCRIPI CF PROCEZLDINGS

MR. KELLAHIN: We will use the came witness in Case 2282,

if you'a like to call that case next.

A%

MR. UTZ: Case 2282,

MR. MORRIS: Application of Continental Cil Companv for
an amenament of Order MNo. R-1602.

MR. UTZ: Let the record show the witness was sworn in

the previous case.

MR. KELLAHIN: The same appearances as in the preceeding

"case. Rellahin & Fox, Santea Fe, representing the hApolicant.

MR. UTZ: You may proceed.

MR, KELLAHIN: &t this time, I would like to request that
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itestified as follows:

BY MR, KELLAHIN:

the record in Case No. 1375 and the provisions of Order No. R-1602

e inclucded in the record of this case.

nlliaed s a witness, having been previously sworn, was examined and

o

MR. UTZ: wWithout objection, the request is so granted.

VICTOR T. LYON,

DIRECT EXAMINATIOHN

No. 228

1

Company

tion?

B L

| provisi

O

:nt to the provisions of Crder No. R-1602 changing the

ive date thereof to March 1, 1961 in liea of the existing
-

Mr. Lyon, vyou are the same Mr. Lvon who testified in Case

0, are you not?

milier with the application of Continental Cil

o]
F
(0]
e
Q
[
th
o

in Case No. 22827
Yes, sir.

Would you state briefly what is prooosed in this applica-

This is the application of Continental Cil Company for an

[oF

ons which established the effectivé date.

Ycu prepared a tabulation of the performance of this well?

I"(_j

Yes, sir. Tie'd Like the esffective dote changed to March 1,

Referring to wnat has been marked Exhibit Number 1, would

cuss the information shown on that exhipit? l




SERVICE, Inc.

Y
v

PORTIN(

‘
4

R RE

]

1K

Y-ME

Al
4

DEARNLF

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 4

5 Exnibit Number 1 is a tabulation showing the production
nistory of this well since the date of the prior hearing on the
matter. It snows that the well in February -- at the end of Feb-
ruary, L9600, was overproduced by 6,414 nci. Under the terms of
the order, this unit coes not become effective until the well has

become imbalanced. Bxhibit Number 1 shows that due to the manner
in which this well has produced, the well has never balanced and
if the well is open to production again, it may never e in bal-
ance; and because of the provisions of the order and manner in
which the well has been produced, Continental 1s prohibited from
participating in the production from this well. The allowable
assigned by the Commission is subject to Order No. R-1302.

Q Was an allowable assigned by the Commission to this well
subsequent to the entry otf Order No. 16047
P The well continued to receive an allowzble. 'The only
diifference as of February 1, 1960, was the proration unit was
enlarged from one hundred twenty acres to one hundred sixty acres,
the additional forty acres belmny the acresge which Continental Cil
Company has contributed under this communitization agreement.

9] Has Continental Cil in any way shared in this production?

Not one bit.

han

Q “hat has been the effect on Continentai Cil Company's
interest in this unit?

I didn't understand you.

i

. t“hat has been the effect of this overproduction on Con-
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tinental 01l Compeany?

y2) Well, the effect of the overproduction, of course, pre-
vents us from participuting from revenue from production of the
well.

C How much gss, in your opinion, should be allocated to
Continental's portion of this unitvy

A Well, Continentai Cil Company's portion of the allowable
since the unit was enlarged was 48,447 MCF.

G Have you worked out any agreement with Shell Cil Company,
to your knowledge, s to sharing in this production if this cppli-
cation is approved?

I It is my understanding that since Shell Gil Company nas
already paid their royaslty owners on the basis of the well's pro-
duction, thut they have been reluctant to refund to us our share
of that royalty payment and we have agreed to participate on the
well and will pay our royalty owners of the remaining shares.

MR. KELLAHIN: If the Examiner please, we feel the facts
in this case somewhat peculiar but they specsk for themselves énd
the net result which has occurred clearly shows that the correla-

tive rigunts of Continental 011 are being impaired and the only

remedy 1s to amend the psovisions of the order to permit Continent

Cil to share in the production which has been teken from this well

(By Mr. Kellzhin) was Exhibit 1 prepared by you?
A Yes it was.

........ MR. KELLAHIN: At this time I'd like to offer Exhibit 1
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in evidence.

MR. UTZ: Without objection, 8xhibit Number 1 will be
entered into the recoxrd of this case.

MR. UTZ: Mr. Lyon, there is no doubt in your mind &s to
wvinat Order No. R-16UZ meant, is there, in regard to the well 3
coming into balancer That's quite clear in the order, was it not?

THE WITNESS: I was not certain what it meant. I assumed
that it meant what it said about the well being baianced, that the
unit would then become effective.

MR. UTZ: Therefore, the well wes zctually overproduced
ratiier thasn shut in in violation of the ordexry

THE WITN®SS: Well, I don't recell for sure, »ut I don't

believe the order reguired the well to e shut in.

¢

MR. UTZ: Does anyone have any further guestions of the

MR. MORRIS: Yes.

BY MR, MORRIS:

o You don't feel that you are in violation of the orderv

KR. KELLAHIN: Continental is not the operator of this %

well; Snell is, and they had nothing to do with the production
that occurred here.

MR. MORRIS: Whoever the operator was was not in violationh

of any order. They were just not complying with it. & condition

that would make the ovrder effective?

THE WITNESS: That's true.
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MR. UTZ: The order does not say that the well should ke
shut in, but it does say the effective day is the date it comes of

!

bulance; therefore, the effective date as perscribed by the order

would be May 1, 190l as tane weil would come into balance on that |

THE WITNE35: Ii there has been no production since Marchi

MR. UTZ: Our records show there has been no production.

THE WITNESS: Then it would ke effective then.

MR. UTZ: Actually, the supplemental order, Nco. 583,
issued by the Commission was issued in erxoy, was it not, 1f it
did not comply with the order?

THE WWITNESS5: I &m not familiar with that supplement.

MR. UTZ: The supplement incressed the acreage from a
aundred twenty to a hundred sixty.

THE WITNESS: I pelieve that's true. s I understand it,
the Commission granted tnis increased units for the purpose of
sccelercting the date at which time the uanit would be effective by
incressing the allowable enough to reduce overovroduction.

MR. UTZ: I won't argue with the witness, but that was
not the case;

THE WITNESS: I was not aware -~ that was purely an

3]

ssumption on my part.

MR. UTZ: &~ive there zny further questions of the witness?

BY MR. MORRIS:

9] Dir‘_j@ﬂan4_minmjﬁuaMeauantwjﬂae7Cxxm%;éysééna—exyas—éébe—%£}4§ffﬁ}%—4
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vOour application maxking the provisions of this order effective as
of March 1, 1960, do you see any way that the correlative rights

of any of the cperators involved here would be impsired:
3

1
i

2 I think tneir correlative rights wouid be better protecte
under tne requcst. 1
o) Inasmuchas monies have been paild over in reliaace upon

the effectiveness of this order, vou feel the correlative rights
will be protected moneywisc?

as I said before: they would

i

IS well, I'd huve 1o answei

be better protected than they are now.

MR. KELLAHIN: May I interject, Mr. Morrisr No money has

been paid over in reliance on this order. The production has been
|

made in reliance on the order, but all royeities have been paid

to the royalty owners under the hundred twenty unit agreement.
Under the one hundred sixty unit agreement, Continental has never
received anything as of this date.

THE WITNESS: The reason why I answered as I did, as I
understand it, Shell has pzid their royalty owners for full pro-
duction and they are unwiliing to subtract Zrom future payments
the amount that they have paid which should heve come to Contin-
ental. we would have to pay our royalty owners out of our share.

MR. MCRRIS: Some royalty owners cre going to get paid
more than they are actually entitled to?

i That is correct.

MR. MCRRIS: I have no further questions.
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MR. UTZ: Mr. Lyon, do you believe that the operators of

this well made any attempt to get the well in balancer

5 Well, Mr. Utz, looking at the product

r

say 1f he did make an effort, he was not very

MR.

in this caser

UTz: ~nd not very diligent, was
WITNESS: That's correct.

UTZ: Are there any questions or

The witness may be excused. The case will

ment.

ion performance,

successful.

hes

I'd

any other stetements

be taken under advise-
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STATE OF NEW MEXICO

)
) ss
COUNTY OF BERNALILLO )

I, THOMAS F. HORNE,

Bernalillo, State 0f New Mexico,

Court Reporter,

in and for the County of

do hereby certify tha: the fore- é

going and attached Transcript of Proceedings before the New Mexico

0Oil Conservation Commission was
nand end reduced to typewritten

supervision, and that the

the best of my knowledge, skill
WITNESS my
in the City of Albuguerdque,

Mexico.

My Commission expires:

I do herebv cer
4 cor

the |

same 1is

Hand and Seal tais,

County of Bernzlillo,

reported by me in machine short-
transcript under my personal

a true and correct record to
and ability.

the 12th day of June 1961,

State of New
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NOTARY PUBLIC

tify that the fopeg01ng is

piete roo . rd of fhne sadings in

-f«*< ., Examiner

.ﬁ&h@f%lk

New Ms lco 0il Conservation Commlssion




