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Before The 
OIL CONSERVATION COMMISSION 

Santa Pe, New Mexico 
November 21, 1955 

IN THE MATTER OF: 

Application of J. C. Williamson f o r an 
order approving a non-standard d r i l l i n g 
and ororation u n i t consisting of N/2 
NE/k Section 2fc, Township 1? South, 
Range 38 East, i n the South Knowles-
Devonian Pool, Lea County, New Mexico. 

Case No. 981 

BEFORE: 

Warren W. Mankin, Examiner 

TRANSCRIPT OF HEARING 

HEARING EXAMINER MANKIN: The hearing w i l l cone to order. 

Case 981 i s the only case on the docket today. W i l l a l l the 

witnesses that arc going to t e s t i f y i n t h i s case stand and be 

sworn? Proceed. 

MR. KELLAHIN: J. C. Kellahin, representing J. C. William

son, the applicant i n the case before the Commission. I f the 

Commission please, t h i s i s an application f o r approval of a 

non-standard u n i t i n the South Knowles-Devonian O i l Pool. I t 

is brought i n order that there can be a compliance w i t h the 

rule of the Commission entered under Order No. R-638-B, and as 

a preface to the presentation of our case, I would l i k e to say 

that i t i s the in t e n t of the applicant to seek the approval of 

th i s merely as a compliance of the rules as they now e x i s t , 

without i n any way committing themselves as to a po s i t i o n on the 

spacing which i s now i n e f f e c t or may be i n e f f e c t on t h i s pool 



2 

in the f u t u r e . The f i r s t witness w i l l be Mr. Williamson. 

J.C. WILLIAMSOH. 

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

as follows i 

DIRECT EXAMINATION 

Bv MR. KELLAHIN? 

Q. W i l i you state your name, please? 

A. J. C. Williamson. 

Q. Are you the applicant i n Cas« 981, now before the 

Commission? 

A. Yes s i r . 

Q. Mr. Williamson, are you f a m i l i a r w ith the application? 

A. Ye? s i r , 

Q,. In which you are seeking approval of a proration u n i t 

consisting of the N/2 NE/^, Section 2k, Township 1? South, Range 

38 East,, i s that correct? 

A. Yes s i r . This i s Exhibit No. 1. 

Q. Exhibit No. 1? What does that show, Mr. Williamson? 

A. That just, shows the location from a land viewpoint 

of the 80 acres that we own. 

Q. How i s that shown on the Exhibit? 

A. In reel. 

Q. And i s there a well located on that? 

A. Yes, there i s a w e l l d r i l l i n g on i t at the present 

ti r r e . 

Can you t e l l us what the present status of that well is? 

A. I t i s approximately 1,200 feet deep. 

0. Now, what i s the ownership of that acreage, Mr. William

son? In the f i r s t place, what i s the royalty ownership? 
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A. The royalty ownership i s common under the whole NE/4. 

Q,„ And i s i t fee land? 

A. Yes, i t is fee land. 

Q. What i s the ownership on the working interest? 

A. The working i n t e r e s t i s at present owned one-half by 

me and one-half by Mr. Hayford and Mr. Rankin. 

•A. And how did you acquire that, Mr. Williamson? 

A. With a farmout agreement from the Amerada. 

Q. Is there anything i n that farmout agreement which 

would a f f e c t the formation of a u n i t other than the one which 

you are proposing? 

A. Yes. Now, Mr. Hammond owns the other part of the lease 

in the E/2 of Section 24. On our p a r t , we acquired i t a l i t t l e 

l a t e r than Mr. Hammond—considerably l a t e r . The Amerada retained 

a s t r a i g h t l/8th of 3/8ths override, with the provision that 

when we had recovered our expenses f o r d r i l l i n g and equipping and 

producing the w e l l , t h s t they are to come back i n f o r a l / 4 t h 

working i n t e r e s t , and t h e i r l / 8 t h i s to go away at the time, but 

they come back in f o r j u s t a f u l l l / 4 t h working i n t e r e s t . 

Q,. Under the terms of that agreement, what would be the 

e f f e c t , then, i f you have to pool w i t h the S/2 NE/4, Mr. William

son? 

A. Well, i n t h i s farmout agreement, i t states that i f 

t h i s acreage i s forced i n t o pooling with any other acreage, that 

Amerada gets t h e i r 1/8th anyway, and that the l/4th reversionary 

stands as stated i n the farmout agreement. Now, i f we were 

forced i n t o u n i t i z i n g with Mr. Hammond, who has only l / l 6 t h on 

h i s , i t would r e s u l t i n — i f the w e l l produced at a l l — i t would 

r e s u l t i n something l i k e t h e — w e l l , i t would be approximately 
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t h i s : These figures that I am goirig to give are j u s t the tenths. 

They l e f t o f f half of barrels and things l i k e t h a t . 

Q. Are those figures based on the assumption that a well 

completed i n that area would make i t s f u l l allowable? 

A. Yes. And the allowable at the present time i s 150 

barrels a day in the pool, and these figures necessarily have to 

be based on 150 barrels a day, t h i r t y days. This i s the way i t 

would be i f we were granted the u n i t : Total production would be 

approximately 4,500 barrels a month, of which a 1/8th royalty 

would be 562.5 barrels, and the Amerada*s l / 8 t h would be 5^2.5 

barrels; Williamson, Hayford and Rankin*s 6/8ths i n t e r e s t would 

give us 3>3?5 barrels a month. Now i f we were forced i n t o a 

u n i t , North-South u n i t , of the 4,500 or t o t a l 8/Sths, Amerada 

would s t i l l get t h e i r 1/8th or 562 barrels; the royalty owners 

would get t h e i r l / 8 t h , of course, 5^2,5 b a r r e l s . Hammond and 

Warren, having only l / l 6 t h , and the basis which they had proposed 

to u n i t i z e , they would get 1,828 barrels, approxiraa-tely, and we 

would get—having to continue to pay our l / 8 t h , which would make 

Hammond and Warren pay 1/32nd, us pay 3/32nds—we would then 

have ll/32nds i n t e r e s t to Hammond and Warren*s 13/32nds i n t e r e s t — 

we would get only 1,5^7 barrels. Now, that's u n t i l pay-back. 

I f the w e l l paid p r e t t y w e l l and did pay back, of the t o t a l pro

duction the royalty owner would get, as usual, 5^2.5 ba r r e l s . 

Hammond and Warren would then come i n f o r 14/32nds, which would 

be 1,968.7 barrels; Amerada would come i n f o r t h e i r l / 4 t h , which 

would be 7/32nds or 984.3 barrels; Williamson, Hayford and 

Rankin, who are d r i l l i n g the w e l l , would come l n f o r 7/32nds, 

which would be 984 barrels. Now, t h i s a g a i n s t — I f we are 

granted the u n i t and take the r i s k on d r i l l i n g the w e l l , we 
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would get, a f t e r pay-back and a f t e r giving Amerada t h e i r l / 4 t h 

reversionary, 2,9?3 barrels, i f we were granted the u n i t . I f 

we are not, a l l we have got out of i t i s 984.3, under the pre

sent set up. Nov;, that gives Hammond and Warren quite an advan

tage i n our u n i t , which r i g h t f u l l y belongs to us, through the 

farmout, and through r i s k of d r i l l i n g the w e l l , which we have 

already started, which i s going ahead. 

Q,. What i s the w e l l you are d r i l l i n g ? What i s the de

signation of I t , Mr. Williamson? 

A. The name? 

Q. Yes s i r . 

A. I t is the Williamson No. 1 Amerada Hardin. 

Q,. And i s that i n an orthodox location according to 

pool rules of the South Knowles-Devonlan Pool? 

A. Yes, i t has been approved by the Commission. I t is 

1,980 from the East and̂  660 from the North. 

Q. Do you have anything you care to add to your testimony? 

A. Not at the present time, 

Q. That's a l l . 

HEARING EXAMINEE MANKIN: Are there any other questions 

to the witness? 

CROSS EXAMINATION 

By MR. GURLEYt 

Q. One question, Mr. Williamson. At the time you made 

th i s farmout agreement with Amerada, you knew, did you not, 

that these p a r t i c u l a r pool rules were i n effect? That i s , that 

i t was an East-West development, and that you knew you were 

taking a chance? That there had not been any other exceptions 

made to the East—West division? 
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A. I didn't know about those rules at the time I took 

i t . Now, I went up on Monday and talked to the Commission i n 

Hobbs and found out the d e t a i l s . I understood that there had 

been some rules, but I didn't know what they were, and they didn't 

get flown to the Commission. I f I remember r i g h t , Mr. Rieder t o l d 

me, I think, that they arrived on Friday, and I went i n there 

and at the time asked f o r a 330 location from the North l i n e , 

and. he said, " I might have granted t h i s on Friday, but t h i s i s 

Monday and we have received the rul e s . " At that time I had a l 

ready taken the farmout from the Amerada. I would say t h i s : 

That I was aware that some changes had been made i n t h i s p a r t i c u 

l a r pool from the regular New Mexico rules, but I wasn't aware 

of what they were. 

Qi. Now, when did you take t h i s farmout? 

A. I took t h a t — w e l l , I don't remember the dates exactly, 

but i t w a s — I know that the actual rules didn't a r r i v e u n t i l 

Friday there, and I took t h e — I believe i t was on Thursday before 

the rules arrived down at Hobbs. On whatever day they arrived 

at Hobbs, I took i t the day before. Now, I wasn't aware, and 

of course that i s probably my f a u l t , of what Hammond, and Warren 

had presented to the Commission. I wasn't aware of what had 

gone on up at Santa Fe at the time. 

Well, I'd l i k e to ask you a question here, s i r . You 

knew—had you been interested f o r some time i n taking t h i s farm-

out? 

A. No s i r . The f a c t i s , I didn't think the farmout was 

very good u n t i l about Thursday of that week, which I cannot re

member exactly the dates of i t there, and- when I was called by 

Amerada, and I went up to t h e i r department and got considerable 
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information and they asked me to bid on the property, and I did. 

I bid the highest bid and received the farmout. Everything changed, 

of course, when the Holloway No. 2 came i n high and produced. 

These prospects can change i n a minute, you know, whenever you 

h i t one high. 

Q. Had you actually received the farmout or signed an 

agreement f o r farmout before or a f t e r the e f f e c t i v e date of t h i s 

case? 

A. Well, T actually received i t afterward, but I didn't 

know the d e t a i l s of the case u n t i l I had already made the agree

ment. Now, down i n Texas, we do things a l o t by ju s t simply ver

bal agreement. I t o l d the Amerada I would take i t . They said, 

"You have l t . " Now then, i t i s usually about a week or perhaps 

two weeks before the actual Instruments are signed; but down 

there, i t i s j u s t p r e t t y close to an unwritten law that when you 

say y o u ' l l take things, you have them, and you are more or less 

morally bound to go r i g h t ahead. I don't r e c a l l the exact date 

that the Amerada sent i t out, but those are the de t a i l s as to my 

knowledge of what had gone on at the Commission up here. I did 

know—we called Mr. Macey and talked to him; I believe i t was— 

I don't remember exactly what day i t was, but i t was a f t e r I had 

taken the farmout and we found out that they were coming down to 

Hobbs. Frankly, I went up there Monday witn the idea of perhaps 

ge t t i n g my application i n before the papers arrived, but Mr. 

Rieder said that they had been n o t i f i e d and. that they went i n t o 

e f f e c t , and that he couldn't approve i t at the present time f o r 

a 330 location up to the north. 

Q. At the time you actually signed the farmout, you 

didn't know the rul e was i n e f f e c t on the East-West? 
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A. The actual signing of the farmout i s quite an a n t i 

climax down there In our dealing. At the time that I said I would 

take i t , I didn't know that you had to have an East-West 80. I 

knew that i t was 80*s. 

0. Of course, i n New Mexico the r u l e i s i n r e a l property 

t.he agreement must be s i fried.} that's when—-

A. At the time that I signed i t , I did know that i t was 

required to be North-South, but that was some ten days l a t e r , 

whenever the l e t t e r a r r i v e d . 

MR. NUTTER.: What date was that you signed the contract, 

Mr. Williamson? 

A. I believe i t was—well, those dates I don't know. I 

unfortunately l e f t the instruments at home, but I do know that 

the l e t t e r got l o s t i n the mall with the Amerada, and i t was 

signed ten days a f t e r the agreement was made, or even longer than 

t h a t , because we went over and. made a search of the mail box and. 

found i t in. another company's box, where l t had been f o r f i v e days, 

and they come out of the head o f f i c e a l o t , and. t h i s one did, and. 

i t had a ten-day provision i n i t , and the ten days had j u s t about 

expired before i t f i n a l l y reached me. Those are things that j u s t 

happen down there, and they don't make any r e a l difference, be

cause- when you say you take one, and i f you j u s t skip them, that 

i s a. breach of agreement. 

0. Is that the agreement that you have there? 

Ac No. Unfortunately, I l e f t the agreement at home, but 

I can send you a copy of i t as soon as I get back, 

Oo I w i l l appreciate i t . 

A. I w i l l be glad to do so. 
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q. One other thing. At the time that you signed the 

agreement, wasn't Amerada aware, or was there any discussion at 

that time of the f a c t that you were i n t h i s pool under t h i s order? 

A. Yes, but Amerada didn't give me the deta,ils of that . 

I didn't even know to ask at the time that I took i t . Now, I 

believe that i t was stated here a while back that Amerada said 

that they acquiesced i n t h i s agreement. They didn't. I don't 

believe that you w i l l f i n d that to be the t r u t h . Amerada knew 

something about i t , but they didn't agree to i t . 

Q,. They didn't appear of record and make any protest to i t ? 

A. ?"o. They had a l i s t e n e r , I understand, but they didn't 

agree to i t nor they didn't protest, but they c e r t a i n l y didn't 

agree to i t at the time. 

HEARING EXAMINER MANKIN: Are there any other questions of 

th i s witness? 

By MR. NUTTER; 

Q. I would l i k e to review once more the de t a i l s of t h i s 

contract. Now i s i t correct when I say that i f your proration 

u n i t runs East ana. West, Amerada retains l / 8 t h royalty i n t e r e s t 

u n t i l the w e l l i s paid, out? 

A.. Ye s. 

Qt. And then when the w e l l i s paid out, they get a l / 4 t h 

working interest? 

A. Yes s i r . 

Ql. And i f the proration u n i t i s based on a North-South 

proration u n i t , what i s the deal there? 

A. They s t i l l get the same thing. There's a provision i n 

t h e i r l e t t e r that they s t i l l get the same th i n g . I t simply doubles 

our override and i t actually doubles the working i n t e r e s t , i f you 
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can. figure i t that wa;/. I mean, i f i t runs North and South, 

Hammond comes i n f o r t h e i r h a l f without the 1/4th reversionary, 

while we would s t i l l have to give our 1/4th reversionary, we'd 

lose a h a l f i n t e r e s t and f i n a l l y end up with a l/ 4 t h working i n 

te r e s t , Amerada 1/4th 'forking i n t e r e s t , and Hammond and Warren 

a half working i n t e r e s t . 

q. Of course, i f i t were d r i l l e d that way, Hammond and 

Warren would help to d r i l l the w e l l . 

A.. Well, they have offered to so so, yes; hut they haven't 

offered to do so on the same terms that we have got i t here. We 

are not anxious to u n i t i z e and don't want to u n i t i z e , and we 

haven't talked of u n i t i z a t i o n w i t h them, but they haven't also 

offered to u n i t i z e on the basis that we have i t on ei t h e r . They 

want to u n i t i z e i t on the basis of t h e i r l / l 6 t h 

Q. The fa c t remains that l f you had a North-South proration 

u n i t , h a l f the acreage would belong to Hammond and Warren. 

A. Yes. 

Q,. They would get half of the production of the well? 

A. Yes. 

Q. I t is reasonable to assume any contract you would sign 

with them f o r u n i t i z a t i o n of the W/2 NE/4 would also c a l l f o r 

t h e i r sharing the cost of the w e l l . 

A. Well, yes. They would have to share t h e i r cost of the 

w e l l , but not t h e i r cost of t h e — t a k e t h e i r part of the override 

or reversionary i n t e r e s t , which i s n ' t on t h e i r part of the lease. 

q. Your contract with Amerada is the same, regardless of 

whether your prorationing goes East and West or North and South? 

A. Yes, that's the way the contract reads. And the pay 

back i s when we've actually got our expenses back, or ̂ 250,000. 
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I f the w e l l should, cost as much as Hammond and Warren say i t costs, 

which they claim they cost as much, as -"£300,000, Amerada has set 

our pay-back at no more than ••'250,000. 

q. Another th i n g ; when you made t h i s o r a l agreement with 

Amerada to take the farmout, did you go to Amerada's o f f i c e to do 

that, or what did you do? 

A. Well, down there everything i s p r e t t y informal. I did 

go over and s i t down i n the o f f i c e , Mr. Hayford and I , and make 

the deal r i g h t across the table w i t h the Amerada land man, Mr. 

Cornwall, and we made that deal j u s t — t h a t ' s where the deal was 

made. I mean, you d o n ' t — 

q. What was the date of that v i s i t to the Amerada office? 

A. I don't remember the date of i t , exactly, I can figure 

that out and give you the d e t a i l s . I f I had. been aware that I 

would have been asked tha t , I would have figured i t out in d e t a i l , 

but i t was—the day I made the deal was on either Thursday or 

Friday before I appeared up at the Commission on. Monday and found 

out a l l the d e t a i l s from Mr. Rieder. 

By MR. GURLEY 

q. I f that's the case then, s i r , i f i t was on Thursday or 

Friday before you appeared, on Monday, and Mr. Rieder had already 

received the order that t h i s hearing had been had. some time before 

A, Yes s i r . 

q. The order would have been w r i t t e n at the time that you 

made the agreement—the i n i t i a l agreement—not j u s t when you signe 

i t , i s that correct? 

A. Yes, 

5, And do you remember whether or not there was any d i s 

cussion at that time cf the f a c t that t h i s was not included i n 
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t h i s pool under t h i s order? 

A. Yes. The Amerada land man said, "Now t h i s thing has 

been set up on 80 acre locations, as I understand." 

Q. Did he t e l l you on an East-West basis? 

A. Nc, he aidu*t. I didn't hear anything of an East-West 

basis u n t i l I arrived ir' Hobbs the following Monday. 

Q. But you knew that the p o s s i b i l i t y was that i t could 

have been on an East-West basis? 

A. Well, I never thought of i t . You know, t h i s i s the 

f i r s t thing l i k e t h i s that has happened in Lea County. Usually 

Lea County i s — I mean New Mexico, i s w e l l , i t i s regarded as one 

of the easiest States to operate i n as f a r as rules and things 

they have l a i d down. You can even d r i l l 330's, and more or l e s s — 

there's no great deal of r e s t r i c t i o n s , and having been down in 

the country f o r — i r the Midland d i s t r i c t f o r — I think I've been 

there eighteen years t h i s makes, and operated under the regular 

rules, I was taken quite unaware that these rules had been l a i d 

out and detailed from t h i s pool, and I thought I could d r i l l even 

a 330 loc a t i o n , and I asked the Amerada t h a t — I f i t was a l l r i g h t 

with them i f I could d r i l l a 330 location. They said, "Yes, i t 

i s , as f a r as we're concerned." 

Q. One other question. As far as the application i s con

cerned , you state i n there that there i s evidence showing that 

the S/2 of t h i s NE/4 is unproductive. What evidence to you have 

i n t h i s regard? 

A. Well, I would l i k e to bring another witness to the 

stand on th a t , s i r . 

HEARING EXAMINER MANKIN: Any other questions? 

By MR. KELLAHIN: 
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q. I would l i k e to ask a couple here, i n view of the 

testimony that has been brought out. Mr. Williamson, were you 

aware of the f a c t that the South Knowles-Devonian Pool had been 

under 80 acre spacing p r i n r to the entry of Order R-638-B, that 

being the l a s t Order that was entered? 

A. The only time that my at t e n t i o n was called to i t being 

80 acres, Is at the time of discussion with the Amerada up there. 

How, we can do things p r e t t y f a s t . We didn't knew anything about 

the change i n the valuation of the acreage u n t i l — i t was either 

Thursday afternoon or F r i d a y — t h a t we did the dealing, and I be

lieve we accepted that on Friday, wasn't i t , Mr. Hayford? 

MR. HAYFORD: Thursday or Friday, I don.t remember— 

A. I don't remember those d e t a i l s there, and when we 

decided we could take one, vie could take i t rather quick*—ten 

minutes. I t happens, though, the Amerada o f f i c i a l s were down in 

Midland and that*? one reason that i t went by so f a s t . After our 

att e n t i o n had been called to the new geological data, I believe 

i t was only a matter of four hours, or three hours, or something 

l i k e t h a t , u n t i l we had agreed to take i t on that basis. Now, 

l e t me t e l l you that I knew about the 80 acres, but I didn't know 

about i t u n t i l that afternoon, but before I said I would take i t , 

I knew about i t , but I didn't know about the f a c t that you had to 

have i t North-South. Now, of course, the State has been s e l l i n g 

East-West 80*s and North-South 80's and. 4o's and everything, and 

I wasn't aware of proceedings before the Conservation Commission-

as f a r as the South Knowles Pool was concerned, p u t t i n g these 

r e s t r i c t i o n s on. In f a c t , I g o t — 

Bv MR. C-URLEY: 

Q. One other ouestion, s i r . Now, had you been considering 
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t h i s farmout from Amarada f o r any length of time? Or, i n other 

words, did you have any idea that you might take i t ? Had they 

offered i t to you p r i o r to the time that you discussed i t with 

the land man at t h i s p a r t i c u l a r Thursday or Friday? 

A. At the time the Davis Ho. 2 was d r i l l e d , which is in 

the South and Sast o^ Section 13, Amerada offered t h i s farmout all-

around the town. I looked at i t at the time, itfhich was consider

ably before t h i s — o h , i t must have been, I imagine, six months. 

I t didn't look good; T didn't consider i t very much, but I knew 

i t was there. I called them and told them I wasn't interested 

in the farmout. 

q. When were you next contacted on the farmout, s i r ? 

A. That afternoon of Thursd.ay or Friday that we have 

been speaking about, and I can give you those exact dates by 

going back t o — 

Q,. You were contacted on the same day? That's the f i r s t 

that you 

A. Yes s i r ; Oh, yes s i r . 

By I'TR. IMUTTER: 

Q. And that was immediately a f t e r that Holloman Mo. 2 

was brought in? 

A. Yes. That's the only way that we could make any head

way again?t most of the companies, i s by quick decisions, and we 

make those quick decisions. I t seems a l i t t l e strange to you, 

perhaps, s i r , that i t could be made w i t h i n hours, is that right? 

Q. Ho, I can understand t h a t . 

A. I t can b e — i n the way we operate, i t does. They are 

made in hours, and that i s n ' t unusual to make one that quick. 

By IO. KELLAHIK: 
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Just one thing to straighten t h i s out, Mr. Williamson. 

Were you aware of a Commission r u l e r e q u i r i n g East and West 

80*s as a standard, u n i t i n the South Knowles a t the time you 

took t h i s farmout? 

A. Mo s i r , but I was aware that they had s p l i t i t up 

i n 80*s t e n t a t i v e l y . 

q. Correction, please. I would, l i k e the Examiner to 

take note of the various orders that have heretofore been entered 

in Case 819 i n connection with the spacing and proration u n i t s . 

I don't have those rules with me, but I think that the record 

w i l l show that the f i r s t order entered, being Order ''Jo, R-638, 

which created 80 acre d r i l l i n g proration units without any de

signation as to whether they are East—West or North-South, 

that by Order 638-A, the Commission, on June 22nd 

HEARING EXAMINER MANKIN: I believe y o u ' l l f i n d , Mr. 

Kellahin, that 638 and 639 were— 

MR. KELLAHIN: Then 638 reopened the application and 

638-3 created the u n i t s . That's a l l I have. 

HEARING EXAMINER MANKIN: Any other questions of the 

witness? I f not, the witness may be excused, 

MR. KELLAHI'J: We o f f e r i n evidence Applicant's Exhibit 

No. 1. 

HEARING EXAMINER MANKIN: Is there any objection to enter

ing Exhibit No. 1 f o r the Applicant as evidence? I f not, i t 

w i l l be so entered, 

MR. KELLAHIN: I would l i k e to c a l l Mr. Hayford. 

FRANK S. HAYFORD. 

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

as follows: 
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DIRECT EXAMINATION 

By MR. KELLAHIN; 

q. W i l l you state your name, please? 

A. Prank S. Hayford. 

q. Mr. Hayford, are you connected or associated with 

Mr. Williamson i n the operations of the South Knowles-Devonian 

Pool? 

A. Ye s, I am, 

q. What-, ig that relationship? 

A. We are partners. I am owner of l/&th i n t e r e s t i n 

the d r i l l i n g of the w e l l . 

q. Mr. Hayford, what i s your profession? 

A. I am an independent geologist. 

q. Have you ever t e s t i f i e d before t h i s Commission? 

A. No, I haven't. 

w. What q u a l i f i c a t i o n s do you have as a geologist? 

A. I graduated i n 19̂ -7 with a Master's Degree i n geo

logy, having gotten my Bachelor's i n 19^6 from Colorado College. 

I went to work f o r Amerada, Petroleum Company as a. geologist. 

I worked f o r them f o r two and a h a l f years, at which time I 

went independent, and have been ind en-end ent in th i s area f o r 

approximately the l a s t six years. 

q. You hold a Master's Degree,'did you say? 

A. Yes. 

MR. KELLAHIN; Are the witness's q u a l i f i c a t i o n s accept

able to the Commission?. 

HEARING EXAMINER MANKIN: One other thing; you have 

worked, the Hew Mexico area? 

A. Yes, T have. 
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FEARING EXAMINER MANKIN: Ih addition to West Texas? 

A. Yes, I have. 

HEARING EXAMINER MANKIN: Yes, they are. 

q. No*?, Mr. Hayford, do you have an Exhibit showing 

the contours of t h i s area? 

A. I would l i k e to f i r s t b r ing back an ex h i b i t that 

appeared before the Commission at the l a s t hearing in regard to 

a request made by us f o r a 330 loc a t i o n . An Exhibit used by 

Mr. Hammond,, This Exhibit represents a contour map in case 

819o This map was shown by a geologist f o r Mr. Hammond., his 

d i s t r i c t geologist f o r West Texas-New Mexico area, Mr. E l l i o t t , 

and represents a geological opinion, other than mine, as to the 

structure i n the area „ The map p l a i n l y shows on the basis of 

the water table established by Mr. Hammond i n the f i e l d by 

wells making w*ter, of h i s , the northern part of the f i e l d , 

datum of 8,530 as he has stated i t , shows that the acreage 

owned, by him, south of our lease, to be below the water table, 

as you can see by pr o j e c t i n g i t ; your 8,550 contour °"oes i n t o 

t h e i r s and your 8 £C"3,0 would h i t -approximate 1 v a l i t t l e more 

than h a l f way between the two contours, which would be 8,550 

and 8,500, The location would be approximately here. In other 

words—-

Q. When you say "here", what do you mean? 

A, On the minus 8,550 contour. In other words, the 

location on the present pool set up would force them to d r i l l 

a dry hole down there i f i t were to be d r i l l e d ; on the other 

hand, the 30 acres owned by us would appear to be productive 

e x c e p t t h e s o u t h e a s t arvnr <">v 1 na t e ^ 0 a c r e s . I ' d sav . 
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Q. Have you prepared, contours—before we go to t h a t , 

I would l i k e to ask that the Examiner take note of the testimony 

offered by Andy E l l i o t t i n behalf of Warren and Hammond i n Case 

819, i n connection with t h i s E x h i b i t , since i t was prepared by 

him and offered, by him to prove the same i d e n t i c a l point we 

are showing here. Have you prepared an Exhibit showing contours 

that you have determined., Mr. Hayford? 

A. Yes. 

q. Exhibit No. 3, Mr. Hayford, what does that show? 

A. Referring to Exhibit No. 3, t h i s i s my i n t e r p r e t a t i o n 

of the pool structure as I see i t , and varies i n some respect 

to that of Mr. Hammond. 

q. What have you contoured the structure on? 

A. The basis of the contours i s the top of the Devon

ian. I t is contoured on a twenty-five foot i n t e r v a l , 

Q. What does that show i n regard to the structure i n 

the area of the proposed unit? 

A. I t shows the 80 acres i n question here as being 

productive down to the p o s s i b i l i t y of the l a s t f i v e acres i n 

the southeast corner of the 80 acres, to be below the water, 

but no "iore than t h a t ; the water i s shown in . red. 

G. At what contour I n t e r v a l i s your w a t e r - o i l contact 

shown? 

A. I have used the contour i n t e r v a l of an 8,530 f o r 

the reason that while there is a p o s s i b i l i t y that the water 

table i s lower, on the basis of the Number 2 Federal Davis, a 

prudent operator In the area would have to use 8,530, consider

ing his r i s k s , due to the fa c t that there are wells i n the 

f i e l d producing water at an 8,530 datum. You could not prudently 
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draw any water contact any lower than that and accent the r i s k 

involved at a test of some 12,000 f e e t . 

5.. On the basis of your information as shown by Exhibit 

No. 3, i n your opinion would the S/2 NE/4 of Section 2.4 be pro

ductive of o i l ? 

A. No, i t would not. 

q. Would the N/2 NE/4 be productive? 

A. Yos, t h i s h a l f should be productive and e f f i c i e n t l y 

have an SO acres to drain. 

foie Could you t e l l the Examiner j u s t b r i e f l y the source 

of your information whereby you arrived at those contours? 

A. Well, the basis f o r my da turns are the Schlumberger 

tops which I picked i n the area, and my i n t e r p r e t a t i o n of the 

p o s s i b i l i t y of some separation i n the middle of the structures 

i s due to the fa c t that there seems to be some s l i g h t difference 

i n the character of the reservoir i n the two wells so d r i l l e d 

In the South part of the field„ 

•i. Was that p l a t prepared by you, Mr. Hayford? 

A. Yes, i t was . 

C,. Have you made any study of drainage patterns on 

the basis of 80 acres? 

A. Yes, I have. 

• j , . Is there anything you want to add i n connection 

with Exhibit No. 3? 

A. No, I think i t speaks f o r i t s e l f . 

3v HEARING EXAMINEE MANKIN: 

q. Before you go on to another Exhibit, I want to ask 

a question, Mr. Hayford. You indicate an oil-water contact 

surrounding completely the known reservoir ait the present time, 
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whether I t he two separate structures combined as one or what 

i t might be. Vhat was the basis f o r your picking the oil-water 

contact as you did? Are you using the same oil-water contact 

as Mr. E l l i o t t used, or did you make further I n t e r p r e t a t i o n 

of i t ? 

A. Ko, as I pointed out, I f e l t as though any operator 

that was going to take the r i s k . o f d r i l l i n g a test there would 

have to assume that he was not going to get o i l below the datum 

of wells i n the f i e l d making water. There are wells in t h i s 

f i e l d owned by Hammond and. Warren which are making water at a 

datum s l i g h t l y above a minus 3,530* That was the reason f o r 

picking 3,530 as a water table. There is the p o s s i b i l i t y that 

the water table may be a l i t t l e b i t d i f f e r e n t , but when you 

have pool wells making water at a cer t a l i 1 datum, a prudent-

operator doesn't f e e l inclined to dig deeper than that, I do 

not believe, or to count on anything further extension of the 

p r o d u c t i v i t y below that datum. 

Q. Do you f e e l that t h i s is a common water drive i n 

the f i e l d or even capable of determining whether t h i s i s a 

bottom wa t e r drive, edge water d r i v e , or what i t might be? 

A. Well, a study of the f i e l d in that regard is going 

to be added considerably to the present d r i l l i n g of wells 

there, and the h i s t o r i e s on production as i t comes up. There 

is some ind i c a t i o n at present that at least part of the f i e l d 

i;- a bottom hole water drive, since from testimony I have 

read concerning Mr. Hammond's engineer, the wells i n the North 

part may have coned some water• I believe t h i s : In my o p i n i o n — 

you asked f o r i t , of course—the f i e l d i s probably both an edge 
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water drive and a bottom hole d r i v e , with the biggest influence 

coming on an edge water drive. I state t h i s because of my ex

perience with other Devonian f i e l d s similar to t h i s . 

o. The reason T asked t h a t , T noticed you pulled your 

s t r u c t u r e — t h e o i l water contact—you pulled i t a way further 

and sharply to the North, as you go from Section 2k to Section 

13j which i s quite a great difference as to what Hr, E l l i o t t 

showed on t h a t . That's the reason I asked that question. 

Whether i t was an edge drive or bottom drive or a combination 

of both, 

4. Perhaps you have reference to the Vest side of Mr. 

E l l i o t t ' s map? 

w,. V/ell, I have p a r t i c u l a r reference to the West side 

as you have drawn your oil-water contar-t going from Section 2k 

up toward 13—no, on the East side, going North, as compared 

to his oil-water contact, which ran nretty much in a Southwest 

Northeast d i r e c t i o n , whereas you go pr e t t y nearly North from 

your oil-water contact. I didn't know that you had any addi

t i o n a l points to draw that on. 

A, No, I haven't, I think that's more a matter of i n 

t e r p r e t a t i o n . My actual opinion of the f i e l d i s that i t runs 

a l i t t l e more North-South, I believe, than Mr, E l l i o t t shows. 

By ME. KELLAHIN; 

Mr. Hayford, r e f e r r i n g to Exhibit No. k , what does 

that show? 

A, Exhibit No. k is a map showing an 30 acre t h e o r e t i c a l 

drainage pattern i n the Jones Ranch f i e l d i n Yoakum and Gaines 

Counties i n Texas. 

4. 'Was that map prepared by 3/011? 
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A. Yes, i t was. 

I r the Jones Ranch f i e l d , what i s the c o n d i t i o n 

a r i s i n g ' i n t h a t f i e l d ? 

4. This i s a Devonian producing f i e l d , producing f r o n 

the Devonian Formation, and i s very s i m i l a r i n nature t o the 

South Knowles-Devonlan. I n c i d e n t a l l y , t h i s f i e l d , w h i l e i t i s 

i t ' Texas, i s only approximately ten miles from the South Knowles-

Devonian. 

x. What do the yellow c i r c l e s on the map show, Mr, 

Havford? 

A. Each yellow c i r c l e represents 80 acres i n a. c i r c u l a r 

circumference around the w e l l , and represents the t h e o r e t i c a l 

area each w e l l would d r a i n , should the w e l l he capable of d r a i n 

i n g 30 acres, which i s presumed. The p o i n t of i n t e r e s t I want 

t o b r i n g up i n t h i s p a r t i c u l a r example of 80 acre drainage 

p a t t e r n s i s t h a t the w e l l s are d r i l l e d i n such a manner t h a t 

you can trend your' 80 acres e i t h e r Worth or South, as you 

w i l l note. The 80 acre u n i t can be trended e i t h e r up North-

South or East—West, i n a l l cases i n every w e l l i n t h i s f i e l d . 

%. Would the change of p r o r a t i o n u n i t m a t e r i a l l y a f f e c t 

the draina ae i n anv wav ? 

A. No, not the s l i g h t e s t . I n no case would the p r o 

r a t i o n u n i t have any e f f e c t upon the drainage. 

q. Assuming t h a t one w e l l would d r a i n 80 acres, Mr. 

Hayford, would the p a t t e r n of the u n i t , whether North-South or 

East-West have any e f f e c t upon where the o i l came from? 

A. None, no. 

Q. Have you anything t o add to t h a t ? 

A. No, except t h a t you are l o o k i n g a t a f i e l d t h a t i s — 
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30 aore units have been designated, and t h i s i s the pattern that 

is attempted to being followed. You can see why. I t i s an 

e f f i c i e n t method of draining a reservoir on an SO acre spacing 

program, s o — 

~0 Have you prepared a si m i l a r SxhJbit showing the drainage 

pattern i n the South Knowles-Devonlau Pool? 

A. Yes, I have. 

Bv HEARING EXAM I HER MANKIN: 

Q,. Before you go any f u r t h e r , what you are attempting to 

say, I believe, Mr. Hayford, i s that what you have here i s a 

true 3.0 acre spacing, regardless of whether i t i s East-West or 

North-South. 

A. Right. 

! l . That may or may not be the s i t u a t i o n in the f i e l d i n 

question. 

A. Right. I would now l i k e to show you.—this i s the 

South Knowles-Devonian Fi e l d , drawn on the same basis. 

Bv MR. KELLAHIN: 

q. What do the c i r c l e s on Exhibit No. 5 show, Mr. Hayford? 

A. This map is prepared on the same basis as Exhi b i t No. 

4, showing 30 acre drainage patterns on the South Knowles Devon

ian F i e l d 0 The yellow represents an SO acre u n i t , which would 

t h e o r e t i c a l l y be drained by one w e l l . 

Q. In other words, then, each of those c i r c l e s purports 

to include 80 acres, i s that correct? 

A. That i s correct. 

Q, Is that n regular spacing pattern? 

A. I t represents no regular spacing pattern that I am 
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aware of. 

Q. Does i t represent a regular ko acre spacing pattern? 

A. I t could ce construed as a kQ acre spacing pattern 

of sorts. 

To locate a v/ell, as i s proposed—as the w e l l now 

being d r i l l e d by Williamson i s located i n an East-West u n i t or 

a North-South .unit, would that make any difference i n the pattern? 

A. I t i s obvious that since there i s no pattern e x i s t s , 

that whether we trend the 80 i n question North or South, i t 

w i l l not break any pattern. Comparison of the two maps w i l l 

show you that i f i t i s an unorthadox location up here, I t would 

st i c k out l i k e a. sore thumb and would be obviously out of place. 

In the pattern which doesn't e x i s t on the South Knowles at 

present, a turning on edge or East-West 80, there, would be no 

ef f e c t at a l l on the ov e r a l l pattern of the f i e l d . 

Q,. In your opinion and r e f e r r i n g s p e c i f i c a l l y to t h i s 

Exhibit, Nr. Hayford, v r i l l one we l l drain the 80 acre pattern 

as shown by that Exhibit? 

A. I n a l l p r o b a b i l i t y , yes. 

Q,. I t w i l l drain 80 acres? 

A. I do not say that one well w i l l drain 80 acres. 

Study i n regard to that p a r t i c u l a r aspect of the South Knowles-

Devonlan F i e l d I haven't completed; there rp.ay or may not be 

the p o s s i b i l i t y that 80 acres w i l l be drained by one w e l l . 

Q, The Exhibit, was i t designed to show that one w e l l 

w i l l drain 80 acres? 

A. No, i t i s not. I t i s designed to show a pattern of 

d r i l l i n g to be compared with that of a set pattern as against 
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one that i s not a set pattern. The comparison of the patterns 

is the thing I wish to point out. T do not want to suggest 

that the f i e l d may—one well may or may not drain successfully 

an 30 acre u n i t . 

Ci. Do you have anything to add to tha t , Mr. Hayford? 

A. ' i c 

In your opinion, and based on your study of the South 

Kr.ow]es-Devonian Pool, with p a r t i c u l a r reference to the 

would a t t r i b u t i n g the S/2 NE/4 to a we l l located i n the NE/4 

r e s u l t in the a t t r i b u t i o n of dry acreage to that well? 

A. Yes, i t would. 

0. And would that then r e s u l t i n the d r i l l i n g of un

necessary wells, i f we assume, as the Commission has found, 

that one w e l l w i l l drain 80 acres? 

A. On that assumption, yes. I f the Commission were to 

see f i t to u n i t i z e the N/2 NE/4 with the S/2 of the same quarter, 

t h i s would, i n f a c t , u n i t i z e acreage that has n o — i s worthless 

or without any drainage possible to acreage that has o i l under 

i t , to the best of our knowledge at t h i s time, and f u r t h e r 

would force us to d r i l l two wells to drain one 80 acre u n i t ; 

i n other words, we- would have to d r i l l in order to meet o f f 

sets; we would have to d r i l l i n the 660 out of the NE/4, and 

d r i l l two wells on an SO acres which would have a p r o d u c t i v i t y 

of only 80 acres of drainage. In other words, we would be 

d r i l l i n g two wells where one w e l l would accomplish the purpose, 

i f I t would drain 30 acres. 

q. Have you anything t o add to that? 

Ao No. 
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Bv HEARING EXAMINER MANKIH: 

q. I take i t from your testimony, then, Mr. Hayford, that 

the well that Hammond and Warren i s d r i l l i n g ; i n Section 19 you 

do not f e e l i s going to be productive? 

A. I do not. 

q. I am lust t r y i n g to get some h i s t o r y . 

A. My conversation with Mr. Hammond would lead me to 

believe that he is d r i l l i n g i t more on the basis of land prob

lems that i t i s geological. 

q„ Any questions of the witness? I f you you are excused. 

MP. KELLAHIN: V/e o f f e r In evidence Exhibits Nos. 2 

through 5» inclusive. 

HEARING EXAMINER MANKIN: Is there objection to the 

entering of these Exhibits? Tf not, they w i l l be so entered 

i n t h i s case. 

MR. KELLAHIN: That completes our presentation. 

HEARING EXAMINER MANKIN: Does anyone have a statement 

to make i n th i s case? I f not, we w i l l take the case under ad

visement. Thank you. 

HEARING CONCLUDED. 

S'IHT OF NEW MEXICO ) 
• cc 

COUNTY OP SANTA FE ) 

I , Joy E. Fincke, 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 

Nev/ Mexico O i l Commission Examiner at Santa Pe, 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 . 

Dated at Santa Fe, New Mexico t h i s 2oth day of November, 1955* 

17 Reporter 


