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(The hearing was convened at 9:50 A.M., 24 June 1960)

CHMN. BONEY: Gentlemen, we’ll come to order, please.

DR. JONES: Mr. Chairman, this meeting has been ad-
vertised as required by law.

CHMN. BONEY: We will start with Item No. 1:

*Petition by Seneca Development Company, Dallas,

Texas, as follows: ...*

Gentlemen, all of you have a copy of those things
and I don’t see particularly that we should go into them,
because we know the gist of them. Mr. Heldt, I believe
you represent Seneca Development Company?

MR. HELDT: That is correct.

CHMN. BONEY: All right, sir. TFirst, I’'d like to
ask you this: are any of you gentlemen opposed to this
order?

MR. REAM3: I do, in a modified form. My name is
Dewitt Reams, representing Mr. M. C. Stallworth, Jr.

CHMN. BONEY: Well, we had rather have you at the
last after Mr. Heldt, after you hear Mr., Heldt, because
then you might not oppose it.

MR. REAMS: All right.

CHMN, BONEY: All right, sir.

MR, HELDT: With the permission of the Board, I
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should like to make this rather abbreviated, in view of
the fact that there doesn’t appear to be any real oppo-
gition to it.

First, I assume that the application which we filed
on May 16, 1960, which was amended by a letter dated
May 26, 1960, and was further amended by a letter dated
June 14, 1960, will be incorporated in the record by ref-
erence, and I should also like to incorporate by reference
as our Exhibit A the list of the o0il, gas, and mineral
leages which are set forth in the application as Exhibit A,
and also the amendment listed leases in the amendment
dated May 26, 1960, and a list of leases attached to the
letter dated June 14, 1960. All of those leases are our
Exhibit A.

As Exhibit B... incidentally, there were three
corrections on the lease list as originally filed, and
they have been made on the :.offdeé: copy here. The cor-
rections were simply in recording data. I should like
to introduce as our Exhibit B the map showing the location
of the leases which we own in this area.

I should like to introduce as our Exhibit C the list
of agreements authorizing the lessee under these leases
to create and establish drilling units of 150 acres for
0il wells in excess of 10,000 feet. Those 1lists of agree-

ments are set forth in the original application as
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Exhibit C, and in the letter amending our application
dated May 26, 1960, and in the further amendment made
June 14, 1960. Incidentally, the June 14th application
did not increase the area involved, so that the published
notice covered everything that was covered by our June
14th letter. We simply added certain agreements to the
original application.

I should like to point out to the Board that the
leases that we have are on the standard producers 80-acre
form. The later leases have been slightly amended to in-
corporate the right to create drilling units of 160 acres
for oil in excess of 10,000 feet. They authorized us to
prove our acreage covered by the lease with other acreage
created with drilling units. The lease form also author-
ized the lessee to create 640-acre drilling units for the
production of gas.

I’d like to introduce as Exhibits D and E, a form of
those leases. There are certain minor revisions on some
of the leases, but substantially they are all just like
the others.

I should like to introduce...

DR. JONES: What are these exhibits?

MR, HELDT: I’ve marked them Exhibit D and E. This
A is incorporated by reference to the list of leases.
This is D. C is a list that is incorporated by reference.
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D and E are thoaé two forms there,

DR. JONES: ;All right, okay.

MR, HELDT: I would like to introduce as Exhibit F
a copy of the au&horization agreement signed by Glenn
Harold Dees and Fthel Smallworth Dees.

All of our huthorization agreements are on the same
form. We pickedgthis one simply because the Dees are
first alphabetic%lly.

I have certified copies of all these authorization
agreements here Eor examination by the Board if they so
desire. |

Pursuant toithe authorizations, we have created and
established 160-~acre drilling units for oil wells greater
than 10,000 feet below the ground. There are 45 of these
units created voluntarily. They’re shown on the map out-
lined in red. The 45 units covef some 7,840 acres. We
think these unitls are reasonable and should be approved.

In addition, we have created as Section 12 a gas unit,
Section 12, Sec#ion 3 Northwest, a 640-acre gas unit which

we also think is reasonable.

Now, we haven’t made more gas units for the simple
reason that the?statute requires that all persons in-
terested in theioil or entitled to share in the oil must

agree to these ﬁoluntary unitization agreements, and as

you can see, th#re's not another section in there that we
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don’t have a lit&le bit out of, largely because of the
railroad right-ﬁ&-way. The G M & O, however, does jocin
in this applicatﬁon, but we don’t have voluntary agree-
ments on the 640-acre units.

I might say, parenthetically, that when I speak of
40-acre drillinﬁ units or l60-acre drilling units or 640’s,
I use that as a matter of nomenclature. What we really
mean are quarterito quarter sections, quarter sections,
and sections, bépause the little sections are a little
odd-shaped, and ﬁf you say 40’s, you might have 39.8 or
639.2 or somethihg like that. We really mean governmental
quarter quartersh governmental quarters, or full sections.

We also aré requesting, in addition to the gas units
and the Dee o0il units, 40-acre spacing for everything
above 10,000 feqt, because we don’t want a hiatus. After
all, this is-a Jildcat area.

While we do not expect anything above 10,000 feet,
we think it’s desirable to cover it in the order. So far

as the drilling units are concerned, we don’‘t believe that

we have much chahce of finding anything in this particular
area until we th to at least 12,000 feet. We hope to in-
duce somebody tq join us in drilling the well to go at
least 16,500, wﬂich is going to be very expensive --
probably some puace in the neighborhood of $350,000 to
$450,000 for a er hole; $400,000 to $600,000 for a pro-
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ducer, So unlesé we encounter some sands of reasonable
development, goo& porosity and permeability, we don’t have
a change of makiﬁg commercial wells. We’ll have to abandon
the area. .

Assuming th#y're the type of sands that will give us
commercial uellsﬂ woe think it’s clear, we are of the
opinion, that on; well, o0il well, below 10,000 feet would
adequately and efficiently and effectively drain 160 acres.
We feel one gas inl would adequately and efficiently and
effectively drai& 640 acres. As a matter of fact, there
is a good deal oﬁ technical opinion and belief that even
in tight sands, one well, oil well, would drain 160, and
one gas well, 64&. We also ascribe to that view.

We also feel that more wells than that would be un-
necessary and wasteful, that it would result in the accumu-
lation of risks that could be avoided, and we think that

this spacing pattern that we are requesting is eminently

satisfied with this field or what we hope to be a field.
There is onq other point that I would like to make
very briefly. AJ you know from attending the Interstate
0il Compact Commission, that a lot of oil is serious, and
I have a little quotation here which I would like to read,

because to me it makes the critical arguments very well.
I know I’m repeaﬂing some of the points that you gentlemen
are familiar witﬂ.




|

This is a rpport out of the 0il and Gas Journal of

the Interstate Ohl Compact Commission Meeting. The report

reads as followsk

*A friendly, veiled warning was voiced by Chairman

Ray C. Jones of &he Oklahoma Corporation Commission:

'I donﬁt mind telling you that down in
Oklahoma, t%e Indians are getting restless. They
are about tb get off the Reservation. They cannot
understand Lhy five or six states should bear the
brunt of ke?ping production within the market demand,
and I don't?mind telling you that I have about run
out of an#w%rs.

'Oklatha is now prorated down to where it is
unprofitablL to explore for new reserves. The pay-
cut is too bong, and bankers won’t lend money.

Tax dollarsiare gradually becoming a thing of the
past. |

'Texasiis in the same shape, if not worse. I
am of-the fgrm opingon that without a strong market
demand statute, you have no conservation program.

We have been coming to these meetings for lo
these many years and preaching conservation and

velling ‘hopray-hooray’ but I am beginning to wonder

just how much we have accomplished.’”

That’s the end o& the quotation by Mr. Jones. The article




goes on: |
*The other Eide, a quite opposite view, was presented
by Chairman C. RL Henderson of the Utah 0il and Gas Con-
servation Commis;ion. He explained that his state has a
law expressly pthibiting proration to market demand say-
ing: ;
'The p;ople of Utah would stand up and rebel
against anyigroup that came into the state and sug-
gested thatifor conservation reasons we must close
down our wohls or even restrict them to the level
of producti?n of these states that are still drill-
ing unneces%ary wells for allowable or those which
are drillinb over half of their wells on less than
20-acre spa%ing."
It seems to me that that is the ﬁub of the problem. On
these deep wells, if you drill on a dense spacing pattern,
you must do one of two things: either hold down the

allowable, which makes them economically unattractive and

prevents the development, or you’ve got to boost the

allowable and th?n have a tight spacing pattern that tends
to flood the marLet with oil.

Either one ?f these is placed in its simplest form,
and we adamantly?hope that this Board will grant us this
wider spacing toihelp us avoid waste.

So far as piotecting the correlative rights, we ask
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the uniform spacing pattern so they are protected. So
far as the shallow zones are concerned, we think that
it’s clear from evidence that’s in this commission’s file
that one well would adequately and effectively drain 40
acres,

We are also asking that the order fix the spacing
of wells within the drilling units established. On 40’s,
we ask 150 feet out of the center, which is what you have
in the Citronelle, with authority of the supervisor to
give an extension of the 300 feet in cases of necessity.
On 160’s, we’'re asking that the order require that the
well be located not closer than 660 feet from every ex-
ternal boundary. That gives you a little square in the
middle that you can move around in.

There, again, there may be certain conditions --
rivers or bayous or something like that -- which would
make the location within that restricted area a burden.
We ask that the supervisor be given authority to move it
not closer than 40 feet from every external boundary.

CHMN. BONEY: That’s on 160 acres?

MR, HELDT: On 160, just like Citronelle, 160 out of
the center. In case of smergency or necessity, 300 feet,
not more than 300 feet out of the center.

CHMN. BONEY: That gives the supervisor the right to
do that without getting it from the Board?
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MR. HELDT: Yes, and on 160’s, give them a little
latitude, and then on 640-acre section drilling units, we
ask that the well be located not closer than 1320 feet
from each boundary. That means that it has to be in the
four 40’s in the center of the section.

We’re giving no right for any exception there bhecause
we think that’s a big enough area that almost any place,
you can find a location some place within that viecinity.

We’re also asking on the casing requirements that
they be set not less than 900 feet. This will protect all
the fresh water sands. It gives us a little latitude as
to where to set...

DR. JONES: 7You’re sure about the fresh water?

MR, HELDT: Yes; Dr. Jones. When we filed our appli-
cation on the Cadle (phon.) and the Blake order, we
checked that very carefully and there is some evidence in
the commission’s records that the shallowest... the deep-
est fresh water sand is above 900 feet, and it does pro-
tect it.

DR. JONES: Well, we would have to check that our-
selves.

MR. HELDT: If you find that 900 feet is not adequate,
of course, we would expect you to extend it to the depth
necessary to protect the fresh water sands, and we would

so state.
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CHMN. BONEY: What is the Citronelle Field, do you
remember?

MR. MacELVAIN: No.

DR. JONES: Right now, I don’t remember.

MR. TUCKER: Isn’t it set at 1500 feet?

CHMN. BONEY: You set the casing at 1500 feet, but
what’s the...

MR, FITE: As deep as this fresh water...

CHMN, BONEY: I believe we thrashed that out on ﬁhat
was known as the...fly sands...it’s about 1300 or...

DR. JONES: What it is in Washington, I don’t know.
It’s 60 feet in the South Carlton Field.

CHMN. BONEY: But anyway, he means that to the peoint
if it’s not, that...

DR. JONES: That we will have to settle that with our
ground water. We cannot pollute the ground water.

MR. HELDT: No, we certainly wouldn’t want to be in-
volved in that. That would raise toe much liability.

I might explain, parenthetigally, here that we
couldn’t drill a well this depth with only 900 feet of
surface casing. We will have to either run as a surface
casing in a string which will be bottomed in the midway
chart or we will have to run an intermediate string, and
I don’t know which we’ll do. We’ll probably run a

bottomed one in the midway chart, but we’ll have to have
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several thousand feet of casing in the coal to enable us
to carry them this deep, and the only reason for putting
in the surface requirements is that if somebody wants to
send an intermediate string deeper, say, seven or eight
thousand feet, they would have the surface string there
for protection, but we will protect the surface waters,
fresh water sands.

We also request that the order give us the right to
make multiple completions. Of course, that makes the well
much more attractive. We ask that the order attract the
Citronelle order in this regard.

I would like to say just a little bit about what our
plans are. We hope, if we get this l60-acre spacing, to
be able to interest somebody in joining us to drill a deep
well. We have reason to believe that we probably can. We
have no commitments, however, and it’s entirely possible
that we’ll fall flat on our faces and fail completely,

The market is congested and you have to have a ver; attract
ive package to interest anybody in drilling a well that
depth,

We also hope that we’ll perhaps have some gas sands
in this area. We think that adds toc the attraction and we
have high hopes, with all these things put together, that
we can get it done.

If we do not get the l60-acre spacing, then I'm afraid
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that the effort will be wasted., I don’t think we’ll in-
terest anybody in this 40-acre spacing. They’ll just turn
us down.

I believe that’s the sum and substance of the testi-
mony I’d like to put in the record.

I might say one other point: the question has been
raised about “closer than five miles to the Citronelle
Field.” It is our interpretation of the statute that
separate reservoirs are not covered by the 40-acre limita-
tion within the producing pools.

We feel that it’s essential that we have a separate
reservoir here because this well is going to be consider-
ably... the formation is going to be considerably deeper
than the formation at Citronelle, and if there is no
separation, whatever oil is in this area will have drained
off the Citronelle. I don’t think there is much question
about that.

We do have some geological evidence, some shooting
evidence, which indicates there is a saddle between this
area and Citronelle which will be an effective separation,
and we think it’s clear that a separation is there.

Gentlemen, that’s our case. 1I’ll be glad to answer
any questions that anybody might have in this regard.

I might say one point: the application did cover

Section 23, 34, on the gas units, and we would like to
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have that secti@m included in the application.

CHMN. BONEﬂ: Any questions, gentlemen?

(No respon%e)

CHMN . BONEﬂ: I’'d like to ask one question -- I don’t
think it has anjthing to do with it -- if we were to grant
this order and ﬂou failed to drill or anything and the
lease expired, Jhat would become of our order, would it
be void? i

MR; HELDT:é I think the order would be on the books,
as far as the aﬁea is concerned. I think the Board would

probably want tq...

CHMN, BONEY: Repeal it.

MR. HELDT:: Repeal it, yes. We have several years
to go on our 10&395. None of them expire... I think the
earliest is in 19685,

We feel that it’s essential that we get something
done this year,lbecause time is running, and if we were

lucky enough to find production, we’d need at least five

years to develoq our leases, and I think we’d have to
move with a cerqain amount of expedition or we’d lose
some of them, :

We would b4 awfully lucky also, I might say, if we
encountered the field, if there is one there, on the first
shot. This is, after all, a wildcat well, and you can
get lucky like they did in Citronelle and hit it on the

firast deep blow,
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Our work thht we have done in this area, we’ve
drilled a numberiof wells and done a good deal of size-
mograph, too, anh the formation has a tendency to slide
around, and we ukuld anticipate that probably at least
two or three wells would have to be drilled in this area
to fully condemnithe prospect.

The first Hkll is going to be hard enough and each
well after that ha going to grow in geometric proportions.
Whether we can kLep it going in order to really test it
or not is just q?ing to be..on

MR. HARRIS:? Mr, Chairman, could I ask him a question
on the lease -- is that a request in writing?

MR. HELDT: %I thought we’d make it a part of this
record. No, it'L not a request in writing. We have one,
that section, tﬂis deletion, as relates only to the gas.
The east half of!that section would be covered by...

CHMN. BONE?F What section is that?

MR. HELDT: ' 23 -- the east half of 23, It’s out here
on the edge (inﬂicatinq on the map). We do not own a
lease on the wesﬁ half of Section 23, and we do own some
leases in the eJat half of 23, and we’re asking that the
east half be magntained at 160-acre spacing and quarter
section spacingi but we’ll be perfectly willing to dillute
it on the gas uﬁit.

DR. JOHES:! Mr. Chairman, may I ask a question?
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CHMN. BONEY: Go right ahead, Dr. Jones.

DR. JONES: iTuo or three yvears ago, you asked for
approval of 160-pcre spacing...

MR. HELDT: ins.

DR. JONES: é...in Washington County, and that was
approved., At thbt time, you were asked whether or not
the Board would he setting a precedent and you thought
the Board would be setting a precedent.

MR. HELDT: That is correct.

DR. JONES: %And the Board still went along and
approved that, bo I was just wondering, that was never
drilled, so we hLve.your $25.00.

MR, HELDT: :Yes.

DR. JONES: éAnd didn’t have to work for it.

MR. HELDT: I might point out, Dr. Jones... I think
that’s a very gobd point, and I might point out that this
area-covers thatisama area as that earlier order. This
Odom lease down [there on the south, that is one of the
ones that was c@vered.

CHMN., BONE#F' This one here covers the earlier order
completely? ;

MR, HELDT:  Yes, but I want to point out to you that
in that connectﬂon, under that earlier order, our authori-
zations were 1i#ited in that we had to drill the well

within six montﬂa or the rights expired, and of course,
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we went back to &hese same people and established these
160-acre drillinb units here which we’re asking to be
approved.

CHMN, BONEﬂ; If you had some particular part in that
order, I’d like &o make a motion that we repeal that order,
but if the orderiis embraced in this particular order now,
it wouldn’t do any good to do that.

MR, HELDT: éMr. Boney, I don’t think...

DR. JONES: ?The other one is already automatically
rcpeaied becauaeithe gix months...

MR. HELDT: ZWith the authorization limited to six
months... |

MR. FITE: Ft's not necessary to repeal that earlier
order, !

MR. HELDT: gI don’t really believe it’s necessary.

I agree with Mr.éFite. I don’t believe it’s necessary to

repeal that earl}er order. I would like to point out that
you have previou%ly approved exactly what we’re asking for
here.

CHMN, BOHEﬂ: All right, is that all, Mr. Heldt?

MR. HELDT: iYaa.

CHMN. BONEY: All right, Mr. Reams --

MR, REAMS: §Cou1d I ask Mr, Heldt a couple of ques-
tions?

CHMN. BONEﬂ: Yes sir. Do you want it on record?
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MR. REAMS: Yes. Mr. Heldt, do I understand correct-
ly that you do ﬂot know exactly where your structure is?

MR, HELDT: ' Well, we think we do, now, I'1l put it
that way. We hﬂva a good deal of sub-surface control, A
number of wellsihave been drilled in there and we have a
gqod deal of sh&oting information. We think we know where
it is, but afteﬁ all, this is a wildcat well and these
things have a wﬂy of moving., Now, I couldn’t swear that
we know-where'it!ia. We think we do.

MR. REAMS: . Do you think that it is limited to the
area which you hpve petitioned for here, the area that’s
described in yo&r petition now, or do you think it would
enconpass otherJ.. the structure would encompass other
lands? |
ﬁR. HELDT:EI would say this, Mr. Reams: of course,
nobody knows hoﬂ far down the structure is going to go.
We would hope th?t it would extend beyond what we have
here. However, if it did, it would be a gigantic thing.
Now, if it’s oil, I would be surprised if it went beyond
the limits of wﬂat we are currently talking about, If it
is gas, I would be surprised if it did not go beyond, be-

cause normally ybur gas fields are large and your oil
fields are fairlb restricted. I think that it’s very
likely. We're hbping for some gas sands., If we encounter

gas sands, 1£°11 probably be extended beyond, and it’s
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entirely possible that the oil will be extended beyond,
too. g

MR. REAMS: iNow, another question: do you agree that
the area that cohld be effectively drained by one well in-
sofar as oil isiconcerned is governed by the porosity and
the permeabilitﬂ of the sand and perhaps other factora?

MR. HELDT: ! Yes, there’s no question but that has to
be taken into adcount. As 1 said earlier, I think you
can get a sand %o tight that it simply won’‘t drain a big

area, but in thils immediate vicinity, if we ran into a

sand like that, it would be non-commercial. The well is
too expensive ard if it didn‘t drain at least 160 acres,
I doubt if we céuld develop it.

MR, REAHS:? Well, does that mean, for instance, if
the sand were tﬂe same as it is at Citronelle that you
feel it would efifectively drain 160 acres?

MR, HELDT: | Well, we have always felt that the wells

at Citronelle would drain 160, but we have never pressed

for 160-acre sp#cing there. The land owners have a fixed
notion about 40¢s. We did at one time try to press for
8078, but were 4nsucceasfu1 in that.

MR. REAMS:@ There is no way that you can know or that
the Board can k%owwhat the porosity and the permeability
of the sands mi&ht be until the well is drilled, is that

right?
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MR. HELDT: iThat is correct, although I would say
this in response;to that, Mr. Reams: of course, in working
up a wildcat welﬂ like this, you have to try to determine
whether or not iﬁ's going to be a profitable venture,

What you dojand what we did is that we studied all of
the Hosston and (otton Valley sands and wells in a radius
of I’d say 100 miles. We checked the porosities and the
permeabilities, the sand conditions and characteristics

in all those wells.

On the ba514 of that study, we came to the conclusion
that we probably%would not have any massive sands in here.
We expect multip#e sands but we do not expect any massive
sands, very thic#, thick sands.

We do feel that barring some very bad luck, we should
encounter some sinds with good porosity and permeability,

Having enco&ntered those sands, the question is: 1is
there a trap the#e to accumulate the oil, and of course,
nobody knows for%certain the porosity and the permeability
until the well is actually drilled and the cores are cut
and analyzed. :

We do thinkiwe have a reascnable basis to expect and
project what we Aight find, but T can’t tell you positively

MR. REAM3: gThank you . Those are all the questions
I have of him, |

CHMN. BONEY; Any other testimony?
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MR, REAMS: Yes, I would like to...
MR. HARRIS:? Mr. Chairman, may I ask one more ques-
tion?

'CHMN. BONEY: Certainly, Gus. Go right ahead.

MR. HARRIS: Mr. Heldt, in the units there that you
have on your mapéwhich you say are voluntary units, are
they all 100 peréent voluntary?

MR, HELDT: |Yes. Everything shown with a red bog

around it there (indicating on map), all of the persons
involved have ag}eed.

Now, I'm gl&d you raised that point, because I want
to mention that ﬁe have not had all of these titles exam-
ined. However, i have talked to our attorneys and they
have advised me %hat those titles are all in pretty good
shape, and he doéa not anticipate that we will have any
kind of problem.g All of the people involved have agreed
to these 160’s iﬁ all 45 different tracts in there.

MR, HARRIS:? And on title insurance, you expect...

MR, HELDT: %Wb'll go without title insurance until
the examination.? In this situation, we don’t examine
titles. We have%a policy of not examining titles until
we have discover?d, and then we examine titles, because
it’s very expenaive to do.

MR. HARRIS: Now, I might add, Mr. Chairman, I was
the one that brought up the five-mile deal. I wanted it
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on thes.e I rai$ed it on the fact that you said it was a
separate pool anﬂ you told why you thought it was a
separate pool, and I wanted that on the record.

DR. JONES: EI don’t think there’s any question about
that. |

MR. HARRIS:? I simply raised the question, Thank you,

CHMN. BONEY$ Is there any other.,. Gus, is that all?

MR. HARRIS: That’s all. Thank you.

CHMN. BONEYj All right, Mr. Reams, you may proceed.

MR. REAMS: iPrimnrily, I have a statement of a posi-
tion rather thanitestimony to offer in connection with
this. j

As I atatedéearlier, I’'m representing Mr. M. C.
Stallworth, Jr.,?at this hearing. Mr. Stallworth does
not have any land that is included within the area that
is described forgthe 160~acre units for oil wells. He
does have severai partials that are off-sets to that land
that is describe% in the 160-acre units. He has several
sections of 1andjthat are included in the petition insofar
as the gas uniti*ation request is concerned.

The first p}oblem that Mr. Stallworth is interested
in insofar as angorder by the Board is concerned is the
one of off-set oﬂligations on the part of the person drill-
ing the wells. |

If the petition is granted in the form that has been
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requested by Mr. Heldt, the question comes: if a well is
located off-centbr on 160 acres so that there is a full 40
between that welh and the well in the land that is owned
by Mr. Stallwortb adjoining this property, is he in a
position to force any development of his land, or does he
sit there and isidrained as a result of it?

The Supreme}Court of Alabama has not fuled on the
cquestion of the hmplied off-get obligations that go with
an oil and gas lkase.

We assume thnt they will follow most of the other
states in the Te&as and Mississippi and so forth group,
and they, for the most part, have said that the 40 acres...
if you aren’t ofk-set by a producer well, then you are not
in a positién to!complain, and in many of the instances,
they have taken ﬁo acres as the off-setting area in which
they are interes%ed.

| We don’t kn?w what the Supreme Court of Alabama would
do under those c&rcumztances, and we would like to request
that the order of {the Board be so worded that the off-set
rights of an off}settinq owner would be protected -- not
put any undue bu&den on the operator, but at the same time,
protect the owner’s off-set rights there and the implied
obligations thatéqo in the lease.

It occurs t% us that that perhaps could be done by
stating that a w%ll locatéd at any place on this 160-acre
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spacing should bE treated, insofar as drainage off-set
lands are concerhed, the same as a well that is located
in a 40-acre unit is treated for those same off-set obli-
gations under th% present 40-acre spacing rules.

I don’t knoWw whether I’m clear on that or not, and
I’1]1 hesitate a ﬁoment to see if there’s any questions to
ciear that beforg I move to my next point.

CHMN. BONEY]

¢ I'’m no attorney. Mr. Harris and Mr.
Fite is and Mr, Heldt, but it looks to me like that’s
strictly a posithon that the courts would have to decide.
This Board can'tgmnke them an off-set, it makes no differ-
ence what happén%, and I think it’s purely the Supreme
Court’s jurisdic&ion on that and not this Board’s, Mr.
Fite might elabo&ate on that some, I mean...

MRk. FITE: & don’t think it could impose an off-set
drilling obligat}on.

MR, REAMS3: iNo, I’m not requesting...

DR, JONES: éBut yﬁu could impose a restriction on
production in adpoining wells so as to protect the correla-
tive rights of o;ners of off-set property. I'm sure you
could do that.

CHMN. BONEYL Well, sure, I think we already have a
statute to do th;t. I think if you’re going teo drill a
well there, if Mr. Heldt were to drill a well there and
it were to ocome &o our knowledge, as it eventually would,
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I think we oouldiprorate at that time. In every off-center
location we’ve e%er made, we reserved the right to prorate,
and I think thatiwould apply here as well as anywhere else,
but as far as thé statute is concerned on drilling, I don’t
think that would...

MR. REAMS: @No, I'm sorry, I didn’t make myself clear.
We were not requésting that you put in your order any obli-
gation that they!drill at a particular time. The only
thing that we uaJted in the order was that the off-set
obligations on tﬂe 160 acres would be the same as the off-
set obligations Jn the 40 acres under previous unitization,

CHMN. BONEY: What’s that ruling on the 407’s? I don’t
remember, off-haﬂd. Do you, Gus? Do any of you remember?

(A1l indicated negatively)

MR. REAMS3: ;I don’t think you had any rules.

CHMN. BONEYa I was fixing to say, I don’t think it
would stand up, ﬁut we have a right to protect the correla-
tive rights, rogjrdless.

DR. JONES: Yes sir.

CHMN. BONEY: If it comes before this Board that they
were actually tafing your oil from you and the courts
wouldn’t protect you in no way, shape, form, or fashion, I

think if we had issued a permit too closely to that bound-

ary, we reserve the right to prorate, which we have done

in one particular case, and they didn’t like our proration
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and they’d gotteb back off with drilling the well in the
center and let the thing go.

MR. REAMS: %Wb are more concerned actually if we are
further away fro@ the well than we are if we are on the
side that the wehl has been moved to. In other words,
you’ve got your hGO acres over 1320 feet between, theoreti-
cally betwsen, tLe lands and.,.

DR. JONES: éMr. Chairman, may I ask a question, pleas%?
Is that Dees fur#her away, 1 mean, their land, is that
leased to someonL now?

MR. REAMS: gxt's'leased to Mr. Heldt.

CHMN. BONEYL It’s leased to Mr, Heldt. He didn’t
drop his lease, Lut he didn’t put it in, because I see no
red line around ﬁt, but he does have other areas by it,
isn’t that rightf

DR. JONES: ?It seems to me if Mr. Heldt owns the
leages for thoseithings that he certainly isn’t going to
let any opportunity to produce oil or gas fall by the way-
8ide. He’ll get|in there and drill the thing out just as
fast as he can. ?

MR. HARRIS:! It’s the matter of off-set; I think
that’s what he’s worried about.

MR. REAMS: |Well, it depends on who has the off-set
more than anything else.on that, I believe. If the same

lessee has the okf-set well that is doing the draining

!
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from under the ﬂand owner’s land that has no well on it,
he’s not going ﬁo have the same interest in getting in
there and puttiﬁg in an off-gset as he would if someone
else held that ﬂease, because he’s losing nothing if it’s
draining by theiwall on the adjoining property. He still
gets his seven-%ighths.

DR. JONES: 31 don’t think this Board is ever going
to permit any coLnter-drainage. I don‘t... they never
have, |

MR. HARRIS:% I don’t think, so far as what the Supremd
Court may do, itidoesn't matter what order this Board would
put out. It would still have to comply with the Supreme
Court as the law of Alabama.

CHMN. BONEY: I don’t think we'd better tamper with
that, Mr. Reams.,| We’ve gotten along very successfully
with this in the past, and we’d better not... we're get-
ting into... it/ might be something adjudicating.

MR. RERMS: May we take that to mean that the Board

intends to take a completely neutral position insofar as
drainage rights +ro concerned?

CHMN. BONEY% As of now, we would, until we actually
¥now what’s ha ning. In other words, you can rest
agsured this Boa‘d is not going to let Mr. Jim Heldt drain
from your proper%y and us not know anything about it. I

don’t think a member of this Board is cut that way. Now,

|
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if we were in a broven field, it’s a little bit different.
This Board has ahways taken the position to bend over
backwards to comb into a wildcat area there, and I think...
of course, I caniunderstand your position -- when the water
has gone over the dam, you can’t get it back on top of it -
I understand thaf, but I think, Mr. Reams, that we’d better
not go into that. That’s my opinion, now.
MR. FITE: [ think the Board could give the land ownex

whatever protection it could in the event there was some

drainage. We’ll be glad to do that.
CHMN. Bouﬁﬂ; I think we will.
MR. FITE: But I think we’d make a mistake to try

and set up any rule on it,

DR. JONE3:  See, we have a Petroleum Engineer, We
don’t depend on &he companies altogether. We have our
Petroleun EngineLr and his sole duty is to protect the
interests of thetland owners and royalty owners in this
state, to see th%t these things are maintained on an even
keel, and 1 just‘don't believe... this Board never has
ignored their wﬂshes.

CHMN. BONEﬂ: We’d have to get more evidence before
we’d go along wﬂth..u

| DR. JONES:? I just hope that we do produce it so we
can get togetheﬂ and iron all these things out.

MR, FITE: !It would be much easier.

|
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MR. HELDT: 1I’'11 certainly agree with that.

MR, REAMS: Well, that brings me to my second point,
then, which I wish to make for the purpose of protecting
my client, if the question arises later on this land that
is not included in this pool.

We hope that any order that"is made, in connection
with the land that is within the petition for the 1l60-acre
spacing, would not prejudice or be a precedent insofar as
future 160-acre spacing is concerned for additional ad-
joining land to the extent that the matter could not be
fully and completely decided on its own merits at the time
the question comes up on the petition for the extending of
the area subject to the 160 acres.

Do I make myself clear on that?

MR. HELDT: I have to say this, Mr. Boney, in that
regard, that we would consider the spacing pattern being
established here would be a precedent for the pool or
pools that we discover.

I don’t see how that we could conscientiously ask
people to take 160’s and establish 160’s and then go in a
neighbor land and do something less. It would be... if
it’s a different pool, a different area...

CHMN. BONEY: The thing developed, Jim, when you drill
this well, you might not want 160-acre spacing, you might
want 40, and I certainly don’t think it would affect the
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outlying areas because this over here might be happy to
have it on 40-acre spacing, might want it on 80 or 160.
I don’t think...

MR. REAMS: Might want it on 320 or 640,

CHMN. BONEY: That’s right. I think you ought to
penalize this idea -- this is 160 and go back over here
to asmew order -- that just wouldn’t make sense. The 40
and 80-acre spacing, if it’s completely the same..,.

MR. REAMS: All we want is for the matter to be con-
sidered on its own merits, if it comes up with a petition
for...

CHMN. BONEY: Well, of course, that’s premature. I
certainly would treat it fairly when I heard it. I don’t
think this would have any bearing on it, I mean...

MR. REAM3: Also, in that same connection, we take
the position actually of questioning the propriety of the
petition at this time when there has been no pool, as such,
discovered.

We believe that the law as set out in Title 26, Sec-
tion 179, Sub 35 through 38, contemplates actually that
the pool be discovered and that the factors of porosity
and permeability and producing ability and draining abilitﬁ
be known before the size of the units be determined.

That’s why we have no objection te this being granted

as it’s set up here today, because these people have con-
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gented to it who are there.

We do feel that we are entitled to complete legal
protection if the question comes later, and we don’t think
that we should be precluded at a later hearing in any way
by any weight being given to the fact that we do have
adjoining 160-acre spacings that have been consented to,
because we feel that if the order is attempting tov set
the spacing for the whole pool when the perimeter of the
pool isn’t known...

CHMN., BONEY: Are these outlying areas under lease?

MR. HELDT: Yes, Mr. Boney, we have the leases, most
of the leases.

CHMN. BONEY: And these outlying that D has reference
to?

| MR. HELDT: We do not own the acreage to the east.
That’s owned by I believe the Texas Company.

CHMN. BONEY: But the party that Mr, Reams is repre-
senting here, you do have leases on him?

MR. HELDT: We do have leasmes from Mr. Stallworth.

MR. REAM3: You have several thousand acres, as a
matter of fact.

CHMN. BONEY: Well, if he would consent to embracing
in this order, he would already be protected.

MR, REAMS: With a couple of the concessions on their
part in the protection of the points that we’re talking

about, he would;




There have been considerable negotiations between them
and they were not able to arrive... I think each respects
the other's.position and sees the other’s point, and they
agree that if they were in the other man’s position,.they
would be taking opposite sides of the question, perhaps.

CHMNS BONE?: Do you have anything else on that?

MR. REAMS: No sir, that’s it.

CHMN. BONEY: Any other matter pertaining to this --
the staff or anyboedy?

DR. JONES: The staff, sir, has studied this, had
time enough to study it, and we have this feeling: that
in order to discover new oil and gas fields in the state,
that we’re going to have to consider the economics in the
situation and we believe that this thing is fair and
reasonable and we recommend it.

MR. FITE: I move that it be granted as amended by
Mr. Heldt.

MR. BRITTON: I second that motion.

CHMN, BONEY: 1It’s moved and seconded that it be
granted as proposed by Mr. Heldt. All in favor, let me
know by saying “aye” -- any opposed, “no.”

(The vote was unanimous that Item No. 1,
as amended by Mr, Heldt, be granted)

(At this point in the proceedings, there was an

off-the-record discussion between the Board
members and the staff)
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CHMN. BONEY: Gentlemen, let’s get back on the
record. We have another item here. TItem No. 2:
"Petition by Sonat, Inc., and Geochemical
Surveys for emergency approval to drill the fol-
lowing well as an 80-acre pooled unit:
*No. 1 J. J. Hagerman located in center
of NE% of SW{ of Section 9, T23N, R3W,
Sumter County, Alabama,
#100% voluntary agreement already in effect

for 80-acre spacing between lessor and lessee.,”

MR, DYER: I’m Mr. Thomas P. Dyer, Jr. 1I’m repre-
senting Sonat, Incorporated, a subsidiary of Southern
Natural Gas, and also Geochemical Surveys. It’s owned
in part by Eugene McDermis, Texas Instruments.

We have a copy of our lease form here. We have 100
percent voluntary agreement for Section 14 of our lease
on 80-acre spacing, 10 percent over the 80-acre agreement
for a large section, and 704-acre spacing on gas covering
a 10 percent overage in connection with large sections,.

CHMN, BONEY: 704 acres?

MR. DYER: Yes. That would be the maximum number,
of course. Again, we’re going to government sections only
to be drilled geographically, and in some cases you will
have sections on the Alabama State Line that are only 200

acres, 300 acres, 400 acres, and again you’ll run into
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some that are 690, You’ll have that in any state where
you have state lines that run like we have here. It’s
our intention to drill them on 80’s and 640’s.

CHMN. BONEY: What’s your potential?

MR. DYER: 80 acres and...

CHMN. BONEY: I mean potential depth.

MR. DYER: Our potential depth, we filed for 10,000.
We will go deeper, perhaps. We haven’t had any indication,
but we’ll go the minimum depth of 10,000. However, our
lease doesn’t require any depth. We just have 80-acre and
640,

CHMN. BONEY: You have 100 percent voluntary agree-
ment?

MR. DYER: Yes, and about 32,000 acres leased in
this particular area.

CHMN, BONEY: What does the staff think?

DR. JONES: Yes sir, that’s a very interesting area.
The geology in there, that can be actually determined in
no other way than a hole. It’s going to be a beautiful
geological venture. We hope it’ll be a success for oil
and gas, and/or gas venture, but it’s a section of the
state that we have very little sub-surface information on
geology, and this is one way that we’re going to get it.
It’s a reasonable thing, too, because when you get to a

depth like that, much of it is going to be in hard rock.
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It’s going to be...

MR, DYER: I might add that we’re against something
different here than you are in the Citronelle Field. For
instance, we're going 10,000 feet. We’ve studied very
closely, we’ve worked this area for 30 months at a cost
of a million and a half dollars. Geophysically, your
closest wells are situated way on the other side of
Mississippi. They went 11,003 feet and it took 127 days
and $407,000, so we know roughly what we’re going against.
So while we’re not drilling it as deep as you might think
for 80-acre spacing, we’re going against a much tougher
drilling.

T know that Citronelle has quite a snowbank for an

"area. 1 understand drilling... it’s very simple to drill

Aware of complicated trouble... some say 1400 feet,
some say 2800 feet. We’re setting 2600 feet of surface
pipe because we know we’re going to be in tremendous hard-
ness all the way.

CHMN. BONEY: How much acreage do you embrace in...

MR. DYER: We have it in all of our acreage. We’d
like it in all of our leases.

CHMN. BONEY: But how much...

MR. DYER: Roughly, in Sumter and Pickens County,
about 30,000 acres.

CHMN. BONEY: In other words, in this order that
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we're approving, is there only a certain amount of acreage
or just any way that you want to... in Sumter County, any
leases you have...

MR. DYER: Well, all of our leases in Sumter, Pickens,
and Greene County have the same agreement. I don’t know..|

DR, JONES: Of the same challenge.

MR. DYER: I don’t know whether at this time...

CHMN. BONEY: 1In other words, any way that you drill,
you want it on 80-acre spacing? |

MR. DYER: Well, since welhave it already agreed, we
don’t see why anybody would object to it, do you?

CHMN. BONEY: Well, it’s in Sumter County there,
that’s all we know. It would be in Sumter County?

MR. DYER: Yes., However, half of this acreage that
we’re drilling here is half in Pickens County.

CHMN, BONEY: Well, just letting him have a blanket,
letting him have 80-acre spacing... it suits me all right
I don’t care.

DR. JONES: It can be changed later,

MR. FITE: He’s just asked for emergency approval to
drill in an 80-acre pooled unit. That’s all he’s asking.

CHMN. BONEY: For one.

MR, DYER: Well, it should be units. That’s the only
thing that’s different. We have talked about this before

at a meeting. We asked for units, not unit, but we have
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it in all of our leases, we don‘t... and if what we're
going to encounter again...

MR. MacELVAIN: We should see the agreed unit before
we specify area and then embrace this thing one way, which
is what I was waiting for. I wanted to see how the acre-
age.., how this would affect...

MR. DYER: Well, we could give our name and file a
map covering the acreage.

CHMN. BONEY: Well, I’d like to...

MR. MacELVAIN: Mr. Dyer, I have a question, too;
which #wo 40’s are going to be embraced in this particular
80-acre unit?

MR. DYER: Which two 40°s?

MR. MacELVAIN: Right.

MR. DYER: We haven’t decided. Actually, it’s hard
to decide at this time. It’s too far... probably have
to drill two wells when it’s owned by one man to tell.

CHMN. BONEY: Well, wouldn’t you, like Mr. Heldt has
here...

MR. DYER: Well, we wrote a letter, but we’ll be glad
to make an exhibit with the map showing what we’d like in
here. It would be very simple. |

DR. JONES: Let’s set that up for tha:next meeting.

MR, DYER: Well, we’ll have it ready for you anytime,

It’11l just take a couple of days.
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good time.

CHMN. BONEY: Well, suppose you do that when you’re
ready... when are you,..

MR. DYER: We’ll spud today, if possible. We have
the rigs on it.

CHMN. BONEY: Well, giving you an emergmncy on it,

that’s just like giving you... signing a check to have a

MR. DYER: Well, we’re actually signing the check to
put the money in the bank, aren’t we?

CHMN. BONEY: As far as drilling the wells is concern-
ed, I’m certainly in favor of that, I’m in favor of what
you wﬁnt, but...

MR. DYER: We’ll be glad to furnish you an Exhibit A
showing the acreagé. Like I say, it’s about 30,000 acres.

MR, HARRIS: Mr. Chairman, you might have the order
read that it would be approved as soon as...

CHMN. BONEY: Who will be in that territory, Bob or
Bill? I want to see the map. I don’t know who’d shut
them down, Bill or Bob. I imagine Ford’ll shut them down
if they go in there without a permit, but that won’t hap-
pen. But we certainly do want to see the map, I mean...

MR. MacELVAIN: Let’s make the permit pending approval
by the Board.

CHMN. BONEY: All right, final approval, yes. Well,

you just go ahead with your drilling, act like you... it’s
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all right with mé to do that, but definitely we want to
get a map.

MR. DYER: Well, we weren’t informed that when you
had 80-acre spacing... we didn’t know... that’s our
first well in this area, in this state. We didn’t know
that we had to have an approval for 80's even though we
had a voluntary agreement.

CHMN. BONEY: You check with Mr, White or Mr. Mac-
Elvain as to exactly what our requiremente are, and submit
it.

MR. DYER: Well, we can go right ahead and spﬁd‘to-
day. We’ve got the permit, I’ve got a photostat of that.

CHMN, BONEYX All right, is there anything else to
come up? Let’s éee, what’s this? That’s just a report
of whnt;s happenéd on the plugged wells;

DR. JONES: Well, that’s working out very nicely.

CHMN. BONEY: I mean, that’s just a report, that’s
all this is, isn’t it? “

DR. JONES: Yes.

CHMN. BONEY: 1Is there anything else that you gentle-
men would like to6 bring before the Board at this time?

(No response)

CHMN. BONEY: That brings us down to the approval of
the minutes. I’ll make a motion to approve them, and when

I get home, I’l]l read them, and if I don’t like them, I’11
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unapprove them.

MR, FITE: I second it.

CHMN. BONEYQ Next, is the executive session. Any-
thing... |

DR. JONES: Nothing but the demand on these folks of
either working over their wells or plugging them, it’s
going along very nicely and we’ve not had any kick-back
at all on that.

CHMN. BONEY: Gentlemen, is there anything eise to
come before this Board?

(No response)

CHMN. BONEY: 1If there’s not, we stand adjourned.

(Whereupon, at 11:25 A.M., 24 June 1960, hearing
in the above entitled matter was closed)
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