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BEFORE THE 
OIL CONSERVATION COMMISSION 

SANTA FE, NEW MEXICO 
March 10, 1955 

* 

TN THE MATTER OF: : : 

The application of P h i l l i p s Petroleum Company f o r : 
approval of a well location and of a d r i l l i n g u n i t : 
of less than 40 acres i n exception to Commission : 
regulations„ : Case 85 

* 

Applicant, i n the above-styled cause, seeks : 
approval of the location of a projected well i n : 
the center of NW/4 SE/4 of Section 28, Township : 
25 South, Range 37 East, NMPM, Lea County, New : 
Mexico, and f o r approval of a d r i l l i n g u n i t of : 
less than 40 acres f o r assignment thereto, the : 
proposed unit to consist of N/2 of NW/4 of SE/4 : 
and N/2 of S/2 of NW/4 of SE/4 of said Section j 
28, as an exception to provisions of Rule 104 of : 
the Commission's Rules and Regulations 0 : 

BEFORE: 

Mr0 E, So (Johnny) Walker 
Mr. William B. Macey 

TRANSCRIPT OF HEARING 

MR. MACEY: The next case on the docket i s Case 853 0 

MRo KELLAHIN: Jason Kellahin, representing the applicant, 

the P h i l l i p s Petroleum Company., This case, i f the Commission 

please, i s a hearing following the entry of an emergency order 

granting P h i l l i p s Petroleum Company the r i g h t to commence a well 

i n the southeast quarter of Section 28, Township 25 South, Range 

37 East. At the time the order was entered, why, a hearing was 

set i n requirement with the statute, and we are here at t h i s time 

to present our case i n support of the emergency order and ask that 

i t be made permanent. In connection with our p e t i t i o n , we also 
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ask that the Commission c a l l a hearing to set pool rules and 

define the l i m i t s of the pool which was discovered by Anderson 

and Pritchard Ts well i n the same Section, I n view of the fact 

that the Commission has set that matter f o r hearing on March 16, 

although we came prepared to submit testimony i n support of that 

part of our p e t i t i o n , unless the Commission desires, we w i l l 

r e f r a i n from presenting that since i t has nothing to do with the 

application f o r the emergency order* We have one witness, Mr, 

Charles Keller. 

C H A R L E S K E L L E R 

called as a witness, having f i r s t been duly sworn, t e s t i f i e d as 

follows: 

DIRECT EXAMINATION 

By MRo KELLAHIN: 

Q, Would you state your name, please „ 

A C0 F. Keller* 

0, By whom are you employed? 

A P h i l l i p s Petroleum Company0 

Q In what position? 

A Division landman. 

Q Where are your offices? 

A Midland, Texas„ 

Q, Does your j u r i s d i c t i o n include the State of New Mexico? 

A Southeastern New Mexico, seven counties including Lea 

County, New Mexico <» 

Q In your position as divis i o n landman, are you f a m i l i a r 

with the application which was f i l e d by P h i l l i p s Petroleum Company 

p » „ „ „ » r » + V ^ » v H r H l U n g r u n i t i n S f t n t i n n P S J 3 5 J 3 7 K g g t ? 
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A Yes. 

Q, Are you f a m i l i a r , Mr. Keller, with the hi s t o r y of that 

lease insofar as P h i l l i p s Petroleum Company i s concerned? 

A Yes, I am. 

Q P h i l l i p s own a lease i n that Section? 

A Yes, we have two o i l and gas leases covering, each covering 

the north 60 acres of that southeast quarter. The two leases 

together cover a t o t a l of a three-fourths i n t e r e s t i n that 60 acrels 

(Marked exhibits 1 and 2 
fo r P h i l l i p s Petroleum Co0 ) 

Q, I hand you what has been marked as P h i l l i p s Exhibit No o 1 

and ask you to state to the Commission what that i s , 

A This i s an o i l and gas lease dated March 13, 1945, between 

S. M. Gloyd and wife covering the north 60 acres of the north-half 

southeast Section 28, Township 25,South, Range 37 East. 

Q, I hand you what has been marked as P h i l l i p s Exhibit 2 and 

ask you to state what that i s . 

A I t i s an o i l and gas lease dated 2-28-45 from Harry Leonarld, 

et a l , covering the north 60 acres of the southeast quarter, Section 

28, 25 South, 37 East. 

Q Exhibit No. 2 cover the same acreage as the Exhibit 1? 

A Yes, i t i s described a l i t t l e d i f f e r e n t , but i t covers 

the same acreage. 

0, What i s the expiration date? 

A The f i r s t lease from So M0 Gloyd expires on March 13, 1955[; 

the Harry Leonard, et a l , lease expires on February 28, 1955„ 

0, Vas there any manner by which you could perpetuate those 

leases other than d r i l l i n g a well? 
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A No, there was not., 

0. The lease so provide? 

A No. 

Q That i s an implied covenant of the lease? 

A Sir? 

0, The lease provides that the lease would be perpetuated 

i f a well i s commenced d r i l l i n g ? 

A That i s true, yes. 

0. Mr. Keller, was any e f f o r t made by P h i l l i p s Petroleum Company 

to obtain communitization or u n i t i z a t i o n of those leases with 

other lands i n order to form an orthodox d r i l l i n g unit? 

;V Yes, we attempted to communitize the southeast quarter as 

a u n i t to d r i l l a j o i n t t e s t . We didn't meet with much success 

Woodley Petroleum Company - -

0, Pardon me, before we go any f u r t h e r 0 Would you state 

what i n t e r e s t s are covered by the two leases? 

A Yes, the Harry Leonard, et a l , lease covers a three-eighths 

i n t e r e s t . The Sc M. Gloyd lease covers a three-eighths i n t e r e s t . 

Q A l l i n the same acreage? 

A A l l covering the same land, makes a t o t a l of three-fourths 

interest i n the 60 acres, 

Q In that connection, are you f a m i l i a r with the ro y a l t y 

•wnership? 

A Yes, s i r . 

0, Would you state to the Commission what that i s , i f you 

lave that available? 

V I have that here. I can Tt quote from memory, but I do 
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lave t h a t . 

Q, You can re f e r to the p e t i t i o n and state whether that i s 

correct, i f you are f a m i l i a r with i t 0 

A Harry Leonard i s theowner of a one-fourth of the one-eight 

royalty; S. M. Gloyd i s the owner of three-eighths of the one-eight* 

r o y a l t y j and the Saunders estate i s the owner of a one-eighth of the 

jne-eighth r o y a l t y . 

Q That cover a l l the royalty interest? 

A No, i t does not. That covers three-fourths of the one-

ji g h t h r o y alty o 

Q. That i s the interest that you have? 

A That i s the in t e r e s t that we have under lease. 

Q Are you f a m i l i a r with the other royalty ownership? 

A The other r o y a l t y ownership, actually there i s one-fourth 

>f the minerals that are unleased,, I t i s presently owmed by some 

'orty i n d i v i d u a l s , about 98 percent of that being owned by Charles 

So Wrightsman. 

0. The other 2 percent i s owned - -

A The other 2 percent i s owned by about 39 or 40 individuals 

Q Mr. Keller, you go ahead and t e l l the Commission the 

f f o r t s that were made by the P h i l l i p s Petroleum Company p r i o r to 

heir application f o r the emergency order to obtain some kind of a 

n i t operating agreement0 

A In August of 1954, we f i r s t approached a l l of the owners 

nder the southeast quarter i n an attempt to form a 160-acre u n i t , 

oodley Petroleum Company owned an o i l and gas lease covering 100 

cres of the southeast quarter and they advised us at that time that 

h f . y w o n l r l nnt. r.nnsi rl «r« P n t f i H n i r i n t o any k i n r l nf* n n n i + n p o r a t i o n 

h 

L 
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except as to a l l r i g h t s below 4,000 f e e t , and even then they would 

not consider such a un i t u n t i l the Anderson-Pritchard well o f f s e t 

the southeast quarter was completed. We continued our negotiation 

while the well was d r i l l i n g i n an attempt just to reach an agreeme 

on the contents of a unit agreement so that we would be ready 

immediately upon completion of the Anderson-Pritchard well to forn 

such a unit» 

We had every i n d i c a t i o n that these parties were going to 

j o i n us i n such a u n i t just as soon as the Anderson-Pritchard well 

was completed,, I t was completed i n the l a t t e r part of January, 19 

at which time we prepared a proposed u n i t operating agreement 

covering the southeast quarter of the Section. Time was ge t t i n g 

a l i t t l e short, so we had one of our land man f l y the instrument 

to our o f f i c e and obtain the execution of our management, a f t e r 

which the land man took the instrument to Abilene, Texas, to the 

o f f i c e of Woodley Petroleum Company0 

He spent two days with Woodley going over the instrument, 

a f t e r which time he took the instrument to t h e i r Houston o f f i c e 

where they had an executive who had the a u t h o r i t y to execute such 

an agreement. He spent f i v e days i n Houston with Woodley Petroleu 

Company and f i n a l l y on the f i f t h day they t o l d him that they were 

not going to sign the agreement, f o r the reason that under the 

proposed agreement they would own a 100/160 i n t e r e s t i n the 

proposed well i n the unite They didnH f e e l l i k e taking that 

percentage of the r i s k of a dry hole, when i n t h e i r opinion there 

was a good p o s s i b i l i t y that the O i l and Gas Commission might 

establish 320 or 640 acre proration u n i t s , i n which event t h e i r 

dry hole r i s k would be considerably less than i t would be under 

s 

nt 
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160 acre u n i t . A fter they refused to execute the instrument, we 

were, of course, stopped, there was no place else to go. 

0. Are you f a m i l i a r with the Anderson-Pritchard well? 

A Yes, I am. 

Q, Is that productive of gas or o i l ? 

A Gas. 

Q, What formation? 

A Devonian formation. 

Q I s there any other such production within the area.- -

A No, there i s note 

0. - - i n t h i s application? 

A No. 

Q, The Anderson-Pritchard well was, then, a wildcat well? 

A Yes, i t sure was. 

Q Do you know what that was tested out, approximately? 

A The calculated open-flow was 67,500 M.C.F. gas per day. 

0. Do you know from what depth, approximately? 

A I have the approximate depth, I believe, i t was approximately 

ei g h t y - f i v e , eighty-six hundred feet—8390. 

0, Have you prepared a statement covering P h i l l i p s T e f f o r t s 

to communitize t h i s land? 

A Yes, I do have one. 

Q, Do you have an extra copy? 

A Yes, I sure do„ 

Q That covers a l l the a c t i v i t i e s which you described? 

A Yes, t h i s covers a l l the a c t i v i t i e s i n the area. 

Q, To which you have t e s t i f i e d ? 

A YHS. s i r J surfi enough. 
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(Marked exhi b i t No0 3 f o r 
P h i l l i p s Petroleum Company) 

MRo KELLAHIN: At t h i s time we would l i k e to o f f e r i n evidenc 

Exhibits 1, 2 and 3„ 

MRo MACEY: Without objections they w i l l be received i n 

evidence„ 

0, Do you have anything to add to your testimony? 

A I don*t believe I do. 

MRo KELLAHIN: That i s a l l we have. 

A I might add that we did make an e f f o r t to obtain an 

extension of our o i l and gas leases i n t h i s area, these p a r t i c u l a r 

leases covering t h i s 60 acres. We contacted Mr. Harry Leonard on 

two d i f f e r e n t occasions i n an attempt to gain just any kind of an 

extension of time, and were refused i n both instances f o r an extens 

MR. KELLAHIN: Did Mr. Leonard express any opinion about your 

securing permission to d r i l l a well? 

A He made the remark that he could see no reason why we 

shouldn rt go ahead and d r i l l the w e l l , and that i f we d i d n T t want 

to d r i l l a w e l l , he would be happy to have his lease back. 

Q Did he express any opposition to t h i s application? 

A No, he did noto 

MR. KELLAHIN: That i s a l l I have, 

MR. WALKER: What interest would Harry Leonard have i n t h i s 

well i f you did go ahead and d r i l l i t ? I think you answered that 

to s t a r t witho 

A This p a r t i c u l a r well that we are d r i l l i n g ? He would own 

a ro y a l t y i n t e r e s t of 1/4 of l/8o 

MRo KELLAHIN: Also, under the terms of the lease, i f you 

Lon, 

9 
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encountered o i l he would have an o i l payment? 

A Yes, he i s e n t i t l e d to an o i l payment of 1,000, of 1,000 

an acre, l / l 6 of 7/8„ 

MR. WALKER: Why wouldn't i t be to his advantage to d r i l l 

the well? 

A We think i t would be to his advantage to d r i l l the w e l l 0 

MR. WALKER: I can't understand why he wouldn't sign the 

extension of time,, 

A He would prefer to own a working i n t e r e s t rather than a 

roy a l t y . 

MR. KELLAHIN: Would i t not mean a matter of delay i n getting 

production on the land, i n the event he didn't grant an extension? 

A Yes, i t would. 

MRo KELLAHIN: He wants production now? 

A That i s true. 

MR. MACEY: I don't know whether you mentioned i t or not, but 

the Anderson-Pritchard well i s a dir e c t o f f s e t to the north 60 

acres of the southeast quarter. 

A That i s true. 

MR. MACEY: Inc i d e n t a l l y , i n connection with Mr. Leonard's 

i n t e r e s t , now his i n t e r e s t , l/4 of l / 8 , i s under 60 acres, i s i t 

not? 

A That i s true. 

MR, MACEY: Is the interest of Wrightsman Standard of Kansas? 

A That i s true. 

MR. KELLAHIN: I have a few more questions. 

In view of the Anderson-Pritchard well location as a dire c t 

nffgPt. i« th^rn a p o s s i b i l i t y that the land under 1 ea so t.n P h i l l i p U 
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would suffer drainage? 

4 Yes, there i s , 

Q, Did P h i l l i p s p a r t i c i p a t e i n the Anderson-Pritchard well? 

A We agreed to contribute dry-hole money i n support of the 

Anderson-Pritchard. We gave them a dry-hole l e t t e r i n the support 

of $7,000 i n connection with that w e l l . 

MR. MACEY: Did Anderson-Pritchard make any e f f o r t to u n i t i z e 

possibly the south ha l f of the section or - -

A Not to my knowledge. 

MR. MACEY: Do you know i f they have made any other e f f o r t s 

i n the area i n u n i t i z a t i o n ? 

A No, I do not. 

MRo MACEY: The reason I ask the question i s that we have a lo 

of communitization from various companies i n the area who don't kno 

exactly which way to go or what to do. I think most of i t i s 

dependent on what Anderson-Pritchard t r i e s to form from t h e i r 

discovery w e l l . I t has more or less c u r t a i l e d any a c t i v i t i e s i n 

the area at the present time because Anderson-Pritchard as I 

understand i t , they only own 80 acres, being the east half of the 

southwest quarter. 

A I am not sure whether they have any other acreage i n 

there or not. 

MR. MACEY: Any other questions? I f nothing f u r t h e r , we w i l l 

take the case under advisement. You have a statement you want to 

make? 

MR. KELLAHIN: I would l i k e to point out i n view of the 

testimony with regards to the drainage; i t would indicate that 

D u n ^ n "onlrl have an obi i tra t i To ri^-Mi t.b-i « uol l f n rir*nf.op.t. 

t 
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the Harry Leonard and other in t e r e s t owners i n the area. That 

i s another basis f o r our application. 

STATE OF NEW MEXICO ) 
: ss. 

County of B e r n a l i l l o ) 

I , ADA DEARNLEY, Court reporter, do hereby c e r t i f y that the 

foregoing and attached t r a n s c r i p t of proceedings before the New 

Mexico O i l Conservation Commission at Santa Fe, New Mexico, i s a 

true and correct record to the best of my knowledge, s k i l l and 

a b i l i t y . 

IN WITNESS WHEREOF I have a f f i x e d my hand and n o t a r i a l seal 

t h i s 17th day of March, 1955. 

/ ^ J ^ j l - . 
Notary Public, Court Reporter. 

My Commission Expires: 
June 19, 1955. 

-
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