ST cial

m ON for creation of a
Gallup Gas Pool, Rio Arriba County

i
3

A

_Application Gf CONPASS <

o







/

N S Y S Lofled B athe,
/e A /“1«&—«-«—«-7 /&naﬁ—m/“/ﬁw‘.

/Y 6 ¢ / D R U /u_,éu-r
/%/; , S S-S S D S/ Q/
W e I v P ol S o o
;/a/g /w//a[/éﬁwmm 7 o fég /)g\/o-»m«/g
SR fldvgy kb S Ml d
fw Q///%,awfi i:éjé /?/‘é/t e ol Ko oL
7/9/* ﬁ o—(///fw
"L o Aot Sk
e /f/éliu_rvc/‘ W
€0F b A h axfé_ Qr-;«, /\JJx «:«U—« Z’Jgo Qoﬂ,wkz[;/a ZJ. v,
e Y S T VN ¥ R
ki Cevidhtons s Cofoosn o hioy bk o0

'Y -(,r:l;"w"\,.w_ BN

_—ﬂ/




i
hi

I T —

e S T

i e il LA S




[ 3

-

FONE T AN ) tw
»w = M u

-~

o w 2 & w B - =

DEARNLEY -MEIER REPORTING SERVICE, Inc.

ALBUQUERAUT, N. M,

HANTA FE, N. M,
PIHONE 983.3971

FARMINGTON, N, ™,

PHONE 325-1182

PHONI 243 G691

‘e

- N . e N .y . -><
- e A W% Ul R I e e I NN Ry Y I AR .. ..

PAGE

T &

BEFORE THE
UIL CONSERVATION COMMISSION
Santa Fe, New Mexico
February 21, 1963

EXAMINER HEARING

o em S S A W s G @ & G W S e M e O em em ey Em e W W =

IN THE MATTER OF:

Application of Compass Exploration, Inc.
for the creation of a Gallup Gas Pool, -
Rio Arriba County, New Mexico. Applicant,
in the above-styled cause, seeks an order
deleting certain acreage from the South
Blanco~Tocito Pool and redesignating
portions of said acreage to comprisc a new
Gallup gas pool for its Northwest Lindrith
Well No. 1-3, located in Unit X of Section
3, Township 26 North, Range 7 West, Rio
Arriba County, New Mexico.

s e s em em e @ en = W M m s w m s Sa B E @ em = R e e e

Case 2761

Nt Nt Nt gl St Ot Ol Vgl Nl et st Ot StV

BEFORE: Elvis A. Utz, Dxaminer,

TRANSCRIPT OF HEARING

iR, UTZ: “The hearing will come to order, please. The
first case on the docket will be 2761.

iiR. DURRETT: Application of Compass Zxpleoration, Inc,
for the creation oif a Gallun Gas Pool, Rio Arrita County, lew
liexico,

iR. Ui2: Are there aany appearances in Case 27617

iR, KBLLAHIN: Jason Kellahin., Kellahin and Fox,

Santa Fe, appearing for Cz2llkins, e have riled with the Com=
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mission a request that this case be continued to the next hear-

ing before the same examiner,

MR. DURRETT: If the Examiner please, we do have
that request in the forw of a letter from Mr, A. F, Holland re-
questing that the case be continued to the next Examiner Hearing.
We also have a telegram from Compass Exploration, Inc., the
applicant, stating that they concur the reqQuest of Calkins 0il
Company for a postponement of the hearing on Case 2761.

MR, UTZ: Without objection, Case 2761 will be con-

tinued tc the March 20 Ixaminer Hearing.
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SANTA FE, N, M.
PHONE 983-3971
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STATE OF NEW MEXICO %
COUNTY OF BERNALILLO ) >

I, ADA DEARNLEY, Court Reporter, dc hereby certify that the
foregoing and attached transcript of proceedings before the New
Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a
true and correct record to the best of my knowledge, skill and
ability.

IN WITNESS WHEREOF I have affixed my hand and notarial seal

this 24th day of February, 1963.

g

WV&"%

Notary Public-Court Rep%y%er

My commission expires:

Juae 19, 1963.
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April 1, 1963

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 2761

order No. R-__A%~ &H2—~

APPLICATION OF COMPASS EXPLORATION, INC.,
FOR THE CREATION OF A GALLUP GAS POOL,
RIO ARRIBA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
March 20 , 1963, at santa Fe, New Mecxico, before _ Elvis A. Utz
Examiner duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter referred to as the "Commission," in accordance
with Rule 1214 of the Commission Rules and Requlations.

NOW, on this day of April , 1963, the Commission,
a quorum being present, having considered the application, the
evidence adduced, and the recommendations of the gxaminer,
Elvis A. Utz , and being fully zadvised in the premisss,

FINDS:

(1) That due public notice having oeen given as required by
law, the Ccommission nas jurisdiciion of this cause and the subject
matter thereof.

(2) That the applicant, Compass Exploration, Inc., secks an

PN erss A/t I PHAL
ocder deleting » from the South Blanco-Tocito Pool
and redesignating portions of said acreage to comprise a new Gallup
gas pool in Sections 3 and 4, Township 26 North, Range 7 West, KMPM,
Rio Arriba County, New Mexico.

(3} That, by Order No. R-2265 entered by the Commission on
June 15, 1962, the South Blanco-Tocito 0il Pool was extended to
include the following-described acreage:

TOWNSHIP 26 NORTH, RANGE 7 WEST, NMPM
Section 1: S§/2
Section 2: S/2

gt Y e " o A
Scoeuvion 3 S/7

and Hal Onder. Ho. K~R428 2ulire d 4, W Boveerestos o

;‘»{“M‘JJ 28 127 = yl .T.--k ﬂ,/ B ‘i: Ty A o p P




-within the horizontal limits of the South Blanco-Tocito 0Oil Pool,

-and that Ordér No. R-2265 should be amended by

“be restricted in order to vrevent undue dissipation of gas which

fwﬂa/ rretiet- & g Klaslosps errmcatren iz Xfys arta

-2
CASE No. 2761

(4) That all wells completed in the Gallup formation in
Sections 3 and 4, Township 26 North; Range 7 West, NMPM, Rio
Arriba County, New Mexico, are completed in and producing from a

common source of supply that is not a part of the South Blanco-

‘Tocito 0il Pool.
(5) That Sections 1, 2, 3, and 4, Township 26 North, Range ;

7 West, ¥MMpM nic Arribs Ccunty, New Mexico, should not be inclndeb

i
'
i
)
;1
f

alk Onbas g, IP-2928 Hmitd be
(<) ilaaf—o-u !
as pool should be created comprising%

i

Paragraph (d)
wdhulhu‘h‘

(6) ‘That a £éw Gall
the following~described area:
TOWNSHIP 26 NORTH, RANGE 7 WEST, NMPM

Section 3: S/2 5 i
Section 4: All

(7) That in view of the history of the Gallup formation
there is?reasonable probability that gas production from the
Gallup formation in Sections 3 and 4, Towmship 26 North, Range
¥, New Mexico, is originating from
a gas cap overlying an undesignated Gallup oil pool:; that with-

drawals from the gas pool created by this order should therefore

may be the drive mechanism for an oil pocl and in order to assure
the protection of correlative rights.
(8) Fhet—this—eorder—should-be—effoctive-fora—temnporexy
orre=year P rTot—and That this case should be reopened wE=3n “f""
- in order to determine whether
the pool should remain classified as a gas pool or be reclassified

as an oil pool.

IT IS TIIEREFTORE ORDERED:

1) That Order No. R-2265 is hereby amended by deletcin
( Y Y g

Paragraph (d) mw Orkas %o . ,Q—Z‘A‘é‘; MMM
by Kehetloin 1 & Cig) .

(2) JThat a“new pool in Rio Arriba County, New Mexico.

classified as a gas pool for Gallup production is hereby created
and designated the Largo-Gallup Gas Pool consisting of the

foliowing-described area:
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CASE No. 2761

TOWNSHIP 26 NORTH, RANGE 7 WEST, NMPM

Section 3: S/2
Section 4: All

(3) That the daily gas production from a l60-acre spacing

%gas per day.

; (4) That this case
:*:::tz:::;::: jﬁ Yo 4‘f;¢7r§--
i : , in ordér

.remain classified as a gas pool or be reclassified as an oil pool.

unit in the Largo-Gallup Gas Pool shall not exceed 500 MCF of

be reo ed
e Ve, arse .
determine whether the pool should

(5) That jurisdiction of this cause is retained for the

~entry ¢f such further orders as the Commission may deem necessary.

DONE at Santa Fe,

iaboﬁe designated.

New Mexico, on the day and year herein-

STATE OF NEW MEXICO

0OIL CONSERVATION COMMISSION
JACK M. CAMPBELL, Chairman
E. S. WALKER, Member

A, L. PORTER, Jr., Member & Secretary
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State of New Maxico
011 Conservation Commission
Post Office Box 871
Santa Fe, New Mexico

g

Application for an
Exaainer Hearing

Gentlemen:

Compass Exploration, Inc., of 101l University Boulevard,

Denver 6, Colorado, requests a hearing pefore an examiner

of the New Mexico 0il Conservation Commission on February 26,
1963, in Santa Fe, New Mexico, for the purpose of establishing
the following:

1. A new Gallup gas pocl in Sections three and four
of Township twenty-seven North, Range six West, Rio Arriba
county, New Mexico--such pool having been discovered by
Ccwnass Expleration Inc., #1-3 Northwest Lindrith well,
located in NE SW of Secticn three, Township twenty-six
North, Range seven West. This well was completed in the
Gallup on September 12, 1961.

2. The spacing of the CGallup formation in the new
field on one hundrsd fixly acres.

3. The rescinding of Commission Order R-226S dated
July 1, 1862, which put the subject arasg within the boundaries
of the South Blanco Tocito Pool.,




Application:

PJF:cks

State of New Mexico
011 Conssrvation Commission
January 29, 1963 Page 2

The following is a list of parties interested in this

El Paso Natural Gas Company
Post Office Box 9%
Farmington, New Mexico

Caulkins 0il Company
1130 First National Building
Denver 2, Colorado

El P&so Natural Gas Products Company
Post Office Box 1560
Farmington, New Mexico

Intermational 0il Company
825 Petrolewm Club Building
Denver, Colorado

Consovlidatsld Uil anc Gas Corporation
4150 East Mexico Avenue -~ Suite 200
Canver 22, Colorado

Respectfully submitted,

COMPASS BXPf:i?;IOR, INC,
7/ ..
Vel ur /)

P. J. Farrelly
Manager, Exploration

and Production
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CERTIFICATE - DETERMINATION
14-08-0001 8501

Pursuant to the authority vested in the Secretary of
Interior as to Federal Lands, under the Act approved February
25, 1920, 41 Stat. 437, as amended, 30 U.S.C. Secs. 181, et
seq., and delegated to the Director of the Geological Survey
pursuant to Departmental Order No. 2365 of October 8, 1947,
43 C.F.R. Sec. 4.611, 12 F.R. 6784, I do hereby:

A. Approve the attached Agreement for the development
and operation of the Indian Hills Unit Area, Eddy County,
State of New Mexico.

B. Certify and determine that the unit plan of develop-
ment and operation contemplated in the attached agreement is
necessary and advisable in the public interest for the purpose
of more properly conserving the natural resources,

C. Certify and determine that the drilling, producing,
rental, minimum royalty, and royalty requirements of all
Federal leases committed to said agreement are hereby estab-
lished, altered, changed, or revoked to conform with the terms

and conditions of this agreement.

FER 20 1969 A A b

DATED Actis@ Director, United States
Geological Survey




UNIT AGREEMENT

FOR THE DEVELOPMENT AND OPERATION QF THE
INDIAN HILLS UNIT AREA BoS e T
EDDY COUNTY, NEW MEXICO Pl T

NO,

THIS AGREEMENT, entered into as of thq)éﬂgt'day of January,

1963. by and between the parties subscribing, ratifying, or consenting

hereto, and herein referred to as the "parties hereto",
WIINESSEIER
WHEREAS, the parties hereto are the owners of working,
royalty or other oil and gas interests in the unit area subject to
this agreement; and
WHEREAS, the Mineral Leasing Act of February 25, 1920, 41
Stat. 437, as amended, 30 U S.C. Secs. 181 et seq., authorizes

Federal lessees and their representatives to unite with each other,

or jointly or separately with others, in collectively adopting and

]»h

onarat
OnET S

ng 2 cooperative or unit plan of development or operation of
dny oil or gas pocl, field, or like area, or any part thereof for th~
purpose of more propcrly comserving the natural resources thereof
whenever determined and certified by the Secretary of the Interior to
be neocessary or advisable 1n the public interest, and

WHEREAS, the Commissioner of Public Lands of the State of
Mo Menice is authorized Uy an Act of the Legislature (Sec 7-11-39
N M. Statutes 1953 Annotated) to consent to or arprove this agreement
on behalf of the State of New Mexico, inscfar as it covers and in-
cludes lands and mineral interests of the State of New Mexico; and
WHEREAS, the 0il Conservation Commission of the State of

New Mexico is authorized by an act of the Legislature (Article 3,

N.M Stat 1953 Annotated) to approve this agreement and the con-

I T T N Ry T



servation provisions hereof; and

WHEREAS, ihe parties hereto hold sufficient interests in
the Indian Hills Unit Area covering the land hereinafter described
to give reasonably effective control of operations therein; and

WHEREAS, it is the purpose of the parties hereto to con-
serve natural resources, prevent waste, and secure other benefits ob-
tainable through development and operation of the area subject to
this agreement under the terms, conditions and limitations herein
set forth;

NOW, THEREFORE, in consideration of the premises and the
promises herein contained, the parties hereto commit to this agree-
ment their respective interests in the below-defined unit area, and
agree severally among themselves as follows:

1. ENABLINGC ACT AND REGULATIONS, The Mineral Leasing
Act of February 25, 1520, as amended, supra, and all valid per-
tinent regulations, including operating and unit plan regulationmns,
heretofore issued thereunder or valid, pertinent, and reasonable
regulations hereafter issued thereunder are accepted and made a part
of this agrcoment as to Federal lands, provided such regulations are
not inconsistent with the terms of this agreement: and as to State
of New Mexico and privately owned lands, the o0il and gas operating
regulations in effect as of the effective date hereof governing
drilling and producing operaticns, not inconsistent with the terms
hereof or the laws of the State of New Mexico are hereby accepted and
made a part of this agreement,

2. UNIT AREA. The following-described land is hereby

designated and recognized as constituting the unit area:




m m

1-21-5, R-Z4-E, N

Section 16: All

Section 17: All

Section 20: All

Section 21: All

Section 28: All

Section 29: All

Section 33: All

Containing 4,480 acres, more or less.

Exhibit A attached hereto is a map showing the unit area
and the boundaries and identity of tracts and leases in said area
to the extent known to the UInit Operator, Exhibit B attached hereto
is a schedule showing to the extent known to the Unit Operator the
- acreage, percentage, and kind of ownership of ¢il and gas interests
in all land in the unit area. However, nothing herein or in said
schedule or map shall be construed as a representation by any party
hereto as to the ownership of any interest other than such interest
or interests as are shown in said map or schedule as owned by such
party. =ILzuaibits A and B shall be revised by the Unit Operator when-

ever changes in the unit area render such revision necessary, or

when requested by the 0il and Gas Supervisor, hereinafter referred

(W9

to as "Supervisor”; or when requeste + £ Pub

bv the Comm lic
Lands of the State of New Mexico, hereinafter referred to as ''Com-
missioner'", and not less than seven (7) copies of the revised exhibits
shall be filed with the Supervisor, and two (2) copies thereof shall
be filed witk the Commissioner and one (1) copy with the New Mexico
0il Conservation Commission, hereinafter referred to as '"Commission."
The above-described unit area shall when practicable be ex-
panded to include therein any additional tract or tracts regarded

as reasonably necessary or advisable for the piirposes of this agree-

ment, or shall be contracted to exclude lands :ot within any par-

-3-
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ticipating area whenever such expansion or contraétion is necessary
or advisable to conform with the purposes of this agreement. Such
expansion or contraction shall be effected‘in the following manner:

(a) Unit Operator, on li:s own motion or on demand of
the Director of thie Geological Survey, hereinafter referred to as
"Director'", or on demand 6f the Commissioner, after preliminary
concurrence by the Director, shall prepare a notice of proposed
expansion or contraction describing the contemplated changes in
the boundaries of the unit area, the reasons therefor, and the pro-
posed effective date thereof, preferably the first day of a month
subsequent to the date of notice.

(b) Said notice shall be delivered to the Supervisor, the
Commissioner and the Commission and copies thereof mailed to the
last known address of each working interest owner, lessee, and
lessor whose interests are affected, advising that 30 days will be
allowed for submission to the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the
preceding item {b) hereof, Unit Operator shall file with the Sﬁper-
visor, the Commissioner and the Commission evidence of mailing of
the notice of expansion or contraction and a copy of any objections
thereto which have been filed with the Unit Operator, together with
an application in sufficient number, for approval of such expansion
or contraction and with appropriate joinders,

(d) After dus consideracion of all pertinent information,
the expansion or contraction shall, upon approval by the Director,
the Commissioner and the Comnission, become effective a2s of the date
prescribed in the notice thereof.

(e) All legal subdivisions of unitized lands (i.e. 40

acres by Government survey or its nearest lot or tract equivalent in

“lym




instances of irregular surveys, however, unusually large lots or
tracts shall be considered in multiples of 40 acres, or the nearest
aliquot equivalent thereof, for the purpose of elimination under
this subsection), no parts of which are entitled to be in a par-
ticipating area within 5 years after the first day of the month
following the effective date of the first initial participating
area established under this unit agreement, shall be eliﬁinated
automatically from this agreement, effective as of the first day é
thereafter, and such lands shall no longer be a part of the unit

area and shall no longer be subject to this agreement, unless at

the expiration of said 5-year period diligent drilling operations

which event all such lands shall remain subject hereto for so long

as such drilling operations are continued diligently, with not

?v- more than 90 days' time elapsing between the completion of one such
?” well and the commencement of the next such well, except that the

% time allowed between such wells shall not expire earlier than 30

Ei days after the expiration of any period of time during which

-

drilling operations are prevented by a matter beyond the reasonable

'""Unavoidable Delay'"; provided that all legal subdivisions of lands
1ot in a participacring area and not entitled to become partiéipating
under the applicable provisions of this agreement within 10 years
after said first day of the month following the effective date of
said first initial participating area shall be eliminated as above
specified, Determination of creditable ''Unavoidable Delay'" time

shall be made by Unit Operator and subject to approval of the

Director and the Commissioner., The Unit Operator shall, within 90
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days after the effective date of any elimination hereunder, describe

the area so eliminated to the satisfaction of the Director and the
Commissioner and promptly notify all parties in interest.

If conditions warrant extension of the 10-year period
specified in this subsection 2(e), a single extension of not to
exceed two years may be accomplished by consent of the owners of
90 percent of the current unitized working interests and 60 percent
of the current unitized basic royalty interests (exclusive of the
basic royalty interests of the United States), on a total-non-
participating-acreage basis, respectively, with approval of the
Director, and the Commissioner, provided such extencion application
is submitted to the Commissioner and the Director not later than
60 days prior to the expiration of said 10-year period.

Any expansion of the unit area pursuant to this section
which embraces lands theretofore eliminated pursuant to this sub-
section 2(e) shall not be considered automatic commitment or re-
commitment of such lands.

3. UNITIZED T.AND AND UNTTIZED SURSTANCES, All 1and com-
mitted to this agreement shall constitute land referred to herein
as "unitized land" or ''land subject tc this agreement.'" All ojl
and gas in any and all formatiors of the unitized land are unitized
under the terms of this agreement and herein are called '"unitized
substances,"

4, UNIT OPERATOR. Ralph Lowe of ridland, Texas, is
hereby designated as Unit Operator and by signature hereto as Unit
Operator commits to this agreement all interests in unitized sub-
stances vested in him and agrees and consents to accept the duties

and obligations of Unit Operator for the discovery, development and



production of unitized substances as herein provided, Whencver
reference is made herein to the Unit Operator, such reference means
the Unit Operator acting in that capacity and not as owner of
interest inm unitized subsiances, and the term ''working interest
owner'' when used herein shall include or refer to Unit Opexrator

as the owner of a working interest when such an interest is owned

by him.

BT R A ST

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
shall have the right to resign at any time nrior to the establish-
ment of a participating area or areas hereunder, but such resigna-
tion shall not become effective so as to release Unit Operator from
the duties and obligations of Unit Operator and terminate Unit
Operator's rights as such for a period of six (6) months after
notice of intention to resign has been served by Unit Operator

on all working interest owners and the Director, the Commissioner

and Commission and until all wells then drilled hereunder are
placed in a satisfactory condition for suspension or abandonment

whichever is required by the Supervisor as to Federal lands and

E
% -
f
5
2
¥
8

by the Commission as to State and privately owned lands unless a

k)

new Unit Operator shall have been selected and approved and shall
have taken over and assumed the duties and obligations of Unit
Operator prior to the expiration of said period.

Unit Operator shall have the right to resign in like
manner and subject to like limitations, as above provided, at any
time a participating area established hereunder is in existence,
but, in all instances of resignation or removal, until a successor
unit operator is selected and approved as hereinafter provided,

the working interest owners shall be jointiy responsible for per-

formance of the duties ¢f unit cperator, and shall not later than 30
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days before such resignation or removal becomes effective appoint
a common agent to represent them in any action to be taken here-
under.

The resignation of Unit Operator shall not release Unit
Operator from any liability for any default by him hereunder
occurring prior to the effective date of his resignation.

The Unit Operator may, upon default or failure in the
performance of his duties or obligations hereunder, be subject to
removal by the same percentage vote of the owners of working
interests determined in like manner as herein provided for the
selection of a new unit operator. Such removal shall be effec-
tive upon notice thereof to the Director and the Commissioner,

The resignation or removal of Unit Operator under this
agreement shall not terminate his right, title, or interest as the
owner of a working interest or other interest in unitized sub-
stances, but upon the resignation or removal of Unit Operator
becoming effective, such Unit Operater shall deliver possession

- -

of all equipment, materials, and appurtcenances
H] 3 | o

A 2= o~ Aes e
-t [~

[or

the unit operations and owned by the working interest owners to
the new duly qualified successor Unit Operator or to the owners
thereof if no such new Unit Operator is elected, to be used for
the purpose of conducting unit operations hereunder. Nothing here-

in shall be construed as authorizing removal of any material,

equipment and appurtenances needed for the preservation of any wells,

6. SUCCESSOR UNIT OPERATOR, Whenever the Unit Operator
shall tender his or its resignation as Unit Operator or shall be re-
moved as hereinabove provided, cr a change of Unit Operator is

negotiated by working interest owners, the owners of the working

R e e,



interests in the participating area or areas according to their
respective acreage interests in such participating area or areas,
or, until a participating area shall have been established, the
owners of the working interests according to their respective
acreage interests in all unitized land, shall by majority vote

select a successor Unit Operator: Provided, That, if a majority

but less than 75 percent of the working interests qualified co
vote are owned by one party to this agreement, a concurring vote
of one or more additional working interest owners shall be re-
quired to select a new operator. Such selection shall not be-
come effective until:

(a) a Unit Operator so selected shall accept in writing

the duties and responsibilities of Unit Operator, and

(b) the selection shall have been filed with the Super-
visor and approved by the Commissioner. 1If no successor Unit
é"w- . ' Operator is selected and qualified as herein provided, the Direc-
?;’ tor and Commissioner at their election may declare this unit
£

agreement terminated.

: 1'

7. ACCOUNTING PROVISIONS AND UNIT GPERATING AGREEMENT.
If the Unit Operator is not the sole owner of working interests,
costs and expenses incurred by Unit Operator in conducting unit
operations hereunder shall be paid and apportioned among and borne
by the owners of working interests, all in accordance with the
agreement or agreements entered into by and between the Unit Opera-
tor and the owners of working interests, whether one or more, se-
perately or collectively. Any agreement or agreements entered into
between the working interest owners and the Unit Operator as pro-
vided in this section, whether one or more, are herein referred to as

the "unit operating agreement." Such unit operating agreement shall
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also provide the manner in which the working interest owners

shall be entitled to receive their respective proportionate and
allocated share of the benefits accruing hereto in conformity with
their underlying operating agreements, leases, or other independent
contracts, and such other rights and obligations as between Unit
Operator and the working interest owners as may be agreed upon by
Unit Operator and the working interest owners; however, no such
unit operating agreement shall be deemed either to modify any of
the terms and conditions of this unit agreement or to relieve the
Unit Operator of any right or obligation established under this
unit agreement, amd in case of any inconsistency or conflict be-
tween the unit agreementvand the unit operating agreement, this
unit agreement shall prevail. Three (3) true copies of any unit
operating agreement executed pursuant to this section should be
filed with the Superviscr, and one (1) true copy with the Com-
missioner, prior to approval of this unit agreement by the Director.
8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as
otherwise specifically provided herein, the exclusive right, pri-
vilege, and duty of exercising any and all rights of the parties
hereto which are necessary or convenient for prospecting for, pro-
ducing, storing, allocating, and distributing the unitized sub-
stances are hereby delegated to and shall be exercised by the Unit
Operator as herein provided, Acceptable evidence of title to
said rights shall be deposited with said Unit Operator and, together
with this agreement, shall constitute and define the rights, pri-
vileges, and obligations of Unit Operator. Nothing herein, how-
ever, shall be construed to transfer title to any land or to any

lease or operating agreement, it being understood that under this
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agreement the Upit Operator, in his capacity as Unit Operator,
shall exercise the rights of possession and use vested in the
parties hereto only for the purposes herein specified.

9. DRILLING TO DISCOVERY. Within six months after the
effective date hereof, the Unit Operator shall begin to drill an
adequate test well at a location approved by the Supervisor if on
Federal land or by the Commissioner if on State land, unless on
such effective date a well is being drilled conformably with the
terms hereof, and thereafter continue such drilling diligently
until the Devonian formations have been tested or until at a
lesser depth unitized substances shall be discovered which can be
produced in paying quantities (to-wit: quantities sufficient to
repay the costs of drilling, and producing operations, with a
reasonable profit) or the Unit Operator shall at any time sstsblish
to the satisfaction of the Supervisor if on Federal land, of the
Commissioner if on State land, that further drilling of said well
would be unwarranted or impracticable, provided; however, that Unit
Operator shall not in any event he requived to drill s5zid well to
a depth in excess of 10,500 feet. Until the discovery of a deposit
of uuitized substances capable of being produced in paying quan-
tities, the Unit Operator shall continue drilling diligently one
well at a time, allowing not more than g£ix months between the com-
pletion of one well and the beginning of the next well, until a
well capable of producing unitized substances in paying quantities
is completed to the satisfactiom of said Supervisor if it be on
Federal land or of the Commissioner if on State land, or until it Is
reasonably proved that the unitized land is incapable of producing

unitized substances in paying quantities in the formations drilled
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hereunder, Nothing in this section shall be deemed to limit the
right of the Unit Operator to resign as provided in Section 5
hereof, or as requiring Unit Operator to commence or continue any
drilling during the period pending such resignation becoming ef-
fective in order to comply with the requirements of this section.
The Director and Commissioner may modify the drilling require-
ments of this section by granting reasonable extensions of time
when, in their opinion, such action is warranted,

Upon failure to comply with the drilling provisions of
this section, the Director and Commissioner may, afte¢r reasonable
notice to the Unit Operator, and each working interest owner,
lessee, and lessor at their last known addresses, declare this
unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within
six months after completion of a well capable of producing unitized
substances in paying quantities, the Unit Operator shall submit
for the approval of the Supervisor and the Commissioner an ac-
ceptable plan of development and operation for the unitiéed land
which, when approved by the Superviscr and the Commissioner, shall

constitute the further drilling and operating obligations of the

Unit Operator under this agreement for the period specified therein.

Thereafter, from time to time before the expiration of any existing
plan, the Unit Operator shall submit for the approval of the Super-
visor and the Commnissioner a plan for an additional specified
period fior the development and operation of the unitized land.

Any plan submitted pursuant to this section shall provide for the
exploration of the unitized area and for the diligent drilling

necessary for determination of the area or areas thereof capable

-12-
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o 1g uiniiized substances in paying quantities in each
and every productive formation and shall be as complete and
adequate as the Supervisor and the Commissioner may determine to
be necessary for timely development and proper coaservation of

the oil and gas resources of the unitized area and shall:

(a) specify the number and location of wells to
‘be drilled and the proposed order and time for such drilling; and

(b) to the extent practicsble specify the operating
practices regarded as necessary and advisable for proper con-
servation of natural resources, Separate plans may be submitted
for separate productive zones, subject to the approval of the
Supervisor and the Commissioner. Said plan or plans shall be
modified or supplemented when necessary to meet changed condi-
tions or to protect the interests of all parties to this agree-~
ment. Reasonable diligence shall be exercised in complying with
the obligations of the approved plan of development. The Super-
visor and Commissioner are authorized to grant a reasonable ex-
tension of the six-month period herein prescribed for submission
of an initial plan of development where such acticon ic justified
because of unusual conditions or circumstances. After completion
hereunder of a well capable of producing unitized substances in
paying quantities, no further wells, except such as may be neces-
sary to afford protection against operations not under this agree-
ment or such as may be specifically approved by the Supervisor
and the Commissioner shall be drilled except in accordance with
a plan of development approved as herein provided,

11, PARTICIPATION AFTER DISCOVERY, Upon completion of

a well capable of producing unitized substances in paying quantities,

13-




the Unit Operator shall, within the month of such completion, if
practicable, or as soon thereafter as required by the Supervisor
or the Commissioner, submit for approval by the Director and the
Commissioner a schedule based on subdivisions of the public-land
survey or aliquot parts thereof, of all unitized iand then re-
garded as reasonably proved to be productive of unitized sub-
stances in paying quantities; all lands in said schedule on ap-
proval of the Director and the Commissioner to constitute a par-
ticipating area, effective as of the date of completion of such
well or the effective date of the unit agreement, whichever is
later, The acreages of both Federal and non-Federal lands shall
be based upon appropriate computations from the courses and dis~
tances shown on the last approved public-land survey as of the
effective date of the initial participating area. Said schedule
also shall set forth the percentage of unitized substances to be
allocated as herein provided to each unitized tract in the par-
ticipating area so established, and shall govern the allocation

- & P
art:.c:.pat;.ué area ve=-

of production from and after the date the

comes effective. A separate participating area shall be established

in like manner for each separate pocl or deposit of unitized sub-
stances or for any group thereof produced as a single pool or

zone, and any two or more participating areas so established may

be combined into one with the consent of the owners of all working

interests in the lands within the participating areas so to be

combined, on approval of the Director and the Commissioner. The
participating area or areas so established shall be revised from
time to time, subject to like approval, whenever such action ap-

pears proper as a result of further drilling operations or other-
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wise, to include additional land then regarded as reasonably
proved to be productive in paying quantities, or to exclude
land then regarded as reasonably proved not to be productive
in paying quantities and the percentage of allocation shall also
be revised accordingly. The effeqtive date of any revision
shall be the first of the month in which is obtained the know-
ledge or information on which such revision is predicated, pro=-
vided, however, that a more appropriate effective date may be used
if justified by the Unit Operator and approved by the Director
and the Commissioner, No land shall be excluded from a partici-
pating area on account of depletion of the unitized substances.
It is the intent of this section that a participating
area shall represent the area known or reasonably estimated to

be productive in paying quantities; but, regardless of any re-

b

vision of the participating area, nothing herein contained shzall
be construed as requiring any retroactive adjustment for pro-
duction obtained prior to the effective date of the revision
of the participating area.

In the absence of agreement 2t any time botween the
Unit Operator and the Director and the Commissioner as to the
proper definition or redefinition of a participating area, or
until a participating area has, or areas have, been established
as provided herein, the portion of all payments affected thereby
may be impounded in a manner mutually acceptable to the owners
of working interests, except royalties due the United States
and the fcate of New Mexico, which shall be determined by the

Supervisor for Federal lands and the Commissioner for State

lands and the amount thereof deposited, as directed by the

~-15-
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Supervisor and the Commissioner respectively, to be held as un-
earned money until a participating area is firally approved

and then applied as earmed or returned in accordance with a
determination of the sum due as Federal and State royalty on the
basis of such approved participating area.

Whenever it is determined, subject to the approval of

the Supervisor, as to wells drilled on Federal land, and of the
Commissioner as to wells drilled on State land, that a well
drilled under this agreement is not capable of production in
paying quantities and inclusion of the land on which it is

situated in a participating area is unwarranted, production from

such well shall, for the purposes of settlement among all parties
other than working interest owaners, be allocated to the iand on
which the well is located so long as such land is not within a
participating area established for the pool or deposit from

which such production is obtained. Settlement for working interest

benefits from such a well shall be made as provided in the unit
operating agreement,

12. ALLOCATION OF PRODUCTION. All unitized substances
produced from each participating area established under this agree-
ment ; except any part thereof used in conformity with good opera-
ting practices within the unitized area for drilling, operating,
camp and other production or development purposes, for repressuring
or recycling in accordance with a plan of development approved by
the Supervisor aund Cownissiovuer, 0y unavoildably lost, shall be
deemed to be produced equally on an acreage basis from the several

tracts of unitized land of the participating area established for

such production and, for the purpose of determining any benefits
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accruing under this agreement, each such tract of unitized land
shall have allocated to it such percentage of said production
as the number of acres of such tract included in said partici-
pating area bears to the total acres of unitized land in said
participating area, except that allocation ot production here-
under for purposes other than for settlement of the royalty,
overriding royalty, or payment out of production obligations
of the respective working interest owners, shall be on the basis
prescribed in the unit operating agreement whether in conformity
with the basis of allocation herein set forth or otherwise. It
is hereby agreed that production of unitized substances from a
participating area shall be allocated as provided herein re-
gardless of whether any wells are drilled on any particular part
or tract of said participating area. If any gas produced from
one participating area is uced for repressuring or recycling
purposes in another participating area, the first gas withdrawn
from such last-mentioned participating area for sale during the
life of this agreement shall be considered to be the gas so trans-
ferred until an amount equal to that transferred shall be so pro-
duced for sale and such gas shall be allocated to the participating
area from which initially produced as constituted at the time of
such final production.

13, DEVELOPMENT OR OPERATION OF NON-PARTICIPATING LAND
OR FORMATIONS. Any party hereto owning or controlling the working
interest in any unitized land having thereon a regular well loca-
tion may with the approval of the Surerviccor a5 o Tedevral Land
and the Commissioner as to State land, at such party's scle risk,

costs and expense, drill a well to test any formation for which

-17-
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a participating area has not been established or to test any
formation for which a participating area has been established if

such location is not within said participating area, unless within
90 days of receipt of notice from said party of his intention

to drill the well the Unit Operator elects and commences to

drill such a well in like manner as other wells are drilled by

the Unit Operator under this agreement.

If any well drilled as aforesaid by a working interest
owner results in production such that the land upon which it is
situated may properly be included in a participating area, such
participating area shall be established or enlarged as provided
in this agreement and the well shall thereafter be operated by
the Unit Operator in accordance with the terms of this agreement
and the unit operating agreement.

If any well drilled as aforesaid by a working interest
owner obtains production in quantities iasufficient to justify the
inclusion in a participating area of the land upon which such well
is situated, such well may be operated and produced by the party
drilling the same subject to the conservation requirements of
this agreement., The royalties in amount or value of production
from any such well shall be paid as specified in the underlying
lease and agreements affected.

14, ROYALTY SETTLEMENT., The United States and any
Statc and all voyally owners who, under existing coiitract, are
entitled to take in kind a share of the substances now unitized
hereunder produced from any tract, shall herezfter be entitied to

the right to take in kind their share of the unitized substances

allocated to such tract, and Unit Operalor, or in case of the
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operation of a well by a working interest owner as herein in
special cases provided for, such working interest owner, shall
make deliveries of such royalty share taken in kind in conformity
with the applicable contracts, laws, and regulations. Settle-
ment for royalty interest not taken in kind shall be made by

working interest owners responsible therefor under existing con-

tracts, laws and regulations on or before the last day of each

month for unitized substances prcduced during the preceding calendar
month; providced, hicwever, that nothing herein contained shall
operate to relieve the lessees cof any land from their respec-

tive lease obligations for the payment cf any royalties due

under their leases.

If gas obtained from lands not subject to this agree-
ment is introduced into any participating area hereunder, for use
in repressuring, stimulation of production, or increasing ufltimate
recovery, which shall be in conformity with a plan first approved
by the Supervisor and the Commissioner, a like amount of gas,

;?: after settlement as herein provided for any gas transferred from
‘ any other participating area and with due allowance for loss or
depletion from any cause, may be withdrawn from the formation
into which the gas was introduced, royalty free as to dry gas.
but not as to the products extracted therefrom; provided that
such withdrawal shall be at such time as may be provided in the
plan of operations or as may otherwise be consented to by the
Supervisor, and the Cowuissioner as contcrming f£o good netroleum
engineering practice; and provided further, that such right of
withdrawal shall terminate on the termination of this unit agree-

ment,
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Royalty due the United States shall be computed as pro-

vided in the operating regulations and paid in value or delivered
in kind as to all unitized substances on the basis of the amounts
thereof allocated to unitized Federal land as provided herein at
the rates specified in the respective Federal leases, or at such
lower rate or rates as may be authorized by law or regulation;
provided, that for leases on which the royalty rate depends on

the daily average production per well, caid average production
shall be determined in accordance with the operating regulations
as though each participating area were a single consolidated lease.

Royalty due on account of State lands shall be computed
and paid on the basis of all unitized substances allocated to
such 1lands.

15. RENTAL SETTLEMENT. Rental or minimum royalties
due on leases committed hereto shall be paid by working interest
owners responsible therefor under existing contracts, laws, and
regulations, provided that nothing herein contained shall operate
to relieve the lessees of any land from their respective lease
obligations for the payment of any rental or minimum royalty in
lieu thereof due under their leases, Rental or minimum royalty
for lands of the United States subject to this agreement shall be
paid at the rate specified in the respective leases from the
United States unless such rental or minimum royalty is waived,
suspended, or reduced by law or by approval of the Secretary ox
his duly authorized representative,

Rentals on State of New Mexico lands subject to this

agreement shall be paid at the rates specified in the respective

leases,
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With respect to any lease on non-Federal land con-
taining provisions which would terminate such lease unless dril-
ling operations were within the time therein specified commenced
upon the land covered thereby or rentals paid for the privilege
of deferring such drilling operations, the rentals required there-
by shall, notwithstanding any other provision of this agreement,
be deemed to accrue and become payable during the term thereof
as extended by this agreement and thereafter until the required
drilling operations are commenced upon the land covered thereby
or some portion of such land is included within a participating
area.

16. CONSERVATION. Operations hereunder and production
of unitized substances shall be conducted to provide for the most
economical and effiéient recovery of said substances without
waste, as defined by or pursuant to State or Federal law or
reguiation,

17. DRAINAGE. The Unit Operator shall take appropriate

;qnﬁ adequate measures to prevent drainage of unitized substances
from unitized land by wells on land not subject to this agree-
ment, or, with the consent of the Director and the Commissioner;
pursuant to applicable regulations pay a fair and reasonable com-
pensatory ,-:ty.

18, LEASES AND CONTRACTS CONFORMED AND EXTENDED. The
terms, conditions, and provisions of all leases, subleases, and
other contracts relating to exploration, drilling, developmer:,
or operation for oil or gas of lands committed to this agreement
are hereby expressly modified and amended to the extent necessary

to make the same conform to the provisions hereof, LuiL otherwise
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to remain in full force and effect; and the parties hereto hereby
consent that the Secretary as to Federal leases and the Commissioner
as to State leases shall and each by his approval hereof, or by
the approval hereof by his duly authorized representative, does
hereby establish, alter, change, or revoke the drilling, pro-
ducing, rental, minimum royalty, and royalty requirements of
Federal and State leases committed hereto and the regulations
in respect thereto to conform said requirements to the provi-
sions of this agreement, and, without limiting the generality
of the foregoing, all leases, subleases, and contracts are par-
ticularly modified in accordance with the following:

(a) The development and coperation of lands subject
to this agreement under the terms hereof shall be deemed full
performance of all obligations for development and operation
with respect to each and every part or separately owned tract

subject to this agreement, regardless of whether there is any

development of any particular part or tract of the unit area,

E?‘, notwithstanding anything to the contrary in any lease, opera-

o

Ef‘ ting agreement or other contract by and between the parties here-
?*; to, or their respective predecessors in interest, or any of them,

(b) Drilling and preducing opefations performed here-
under upon any tract of unitized lands will be accepted and
deemed to be performed upon and for the benefit of each and every
tract of unitized land, and no lease shall be dcemed to expive
by reason of failure to drill or produce wells situated on the
land therein embraced.

(¢) Suspension of drilling or nvoducing crorations

on all unitized lands pursuant to direction or consent of the

-22-
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Secretary and the Commissioner, or their duly authorized re-
presentatives, shall be deemed to constitute such suspension
pursuant to such direction or consent as to each and every tract
of unitized land.

(d) Any Federal lease for a fixed term of twenty (20)

years or any renewal thereof or any part of such lease which is

‘'made subject to this agreement shall continue in force beyond

the term provided therein until the termination hereof. Any
other Federal lease committed hereto shall continue in force
beyond the term so provided therein or by law as to the land
committed so long as such lease remains subject hereto, pro-
vided that production is had in paying quantities under this
unit agreement prior to the expiration date of the term of

such lease, or in the event actual drilling operations are com-

this agreement, prior to the end of the primary term of such
lease and are being diligertly prosecuted at that time, such
lease shall be extended for two years and so long thereafter as
0il or gas is produced in paying quantities in accordance with
the provisions of the Mineral Leasing Act Revision of 1960,

(e) Each sublease or contract relating to the opera-
tion and development of unitized substances from lands of the
United States committed to this agreement, which by its terms
would expire prior to the time at which the underlying leacse,
as extended by the immediately preceding paragraph, will expire,
is hereby extended Leyond any such term so provided therein so

that it shall be continued in fuill force and effect for and

during the term of the underlying lease as such term is herein
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(f) Any lease embracing lands of the State of New
Mexico which is made subject to this agreement, shall continue
in force beyond the term provided therein as to the lands com-
mitted bereto until the termination hereof.

(g) The segregation of any Federal lease committed
to this agreement is governed by the following provision in
the fourth paragraph of Sec. 17(j) of the Mineral Leasing Act,
as amended by the Act of September 2, 1960 (74 Stat. 781-784):
"Any (Federal) lease heretofore or hereafter committed to any
such (unit) plan embracing lands that are in part within and
in part outside of the area covered by any such plan shall be
segregated into separate leases as to the lands committed and
the lands not committed as of the effective date of unitiza-

tion: Provided, however, That any such lease as to the non-

unitized portion shall continue in force and effect for the term
thereof but for not less than two years from the date of such
segregation and so long thereafter as oil or gas is produced in
paying quantities."

£ the State ol New

o
[49)
w
C)

(h) Any leasc cmbracin
Mexico having only a portion of its lands committed hereto, shall
be segregated as tu iue portion committed and the portion not
committed, and the terms of such lease shall apply separately to
such segregated portions commencing as of the effective date
hereof; provided, however, notwithstanding any of the provisions
of this agreement to the contrary any lease embracing lands of

the State of New Mexico having only a portion of its lands com-

mitted hereto shall continue in full force and effect beyond the
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term provided therein as to all lands embraced in such lease,

if oil or gas is discovered and is capable of being produced

in paying quantities from some part of the lands embraced in
such lease at the expiration of the secondary term of such
lease; or if, at the expiration of the secondary term, the
Lessee or the Unit Operator is then engaged in bona fide dril-
ling or reworking operations‘on some part of the lands em-
braced in such lease, the same, as to all lands embraced there-
in, shall remain in full force and effect so long as such opera-
tions are being diligently prosecuted, and if they result in

the production of o0il or gas, said lease shall continue in full
force and effect as to all of the lands embfaced therein, so
long thereafter as oil or gas in paying quantities is being pro-
duced from any portion of said lands.

19, COVENANTS RUN WITH LAND. The covenants herein
shall be construed to be covenants running with the land with
respect to the interest of the parties hereto and their suc-
cassors in interest until this agreement terminates, and any
grant, transfer, or conveyance, of interest im land or leases
subject hereto shall be and hereby is conditioned upon the assump-
tion of all privileges and obligations hereunder by the grantee,
transferee, or other suzcessor in interest. No assignment or
transfer of any working interest, royalty, or other interest
subject hereto shall be binding upon Unit Operator until the
first day of the calendar month after Unit Operator is furnished
with the original, photostatic, or certified copy of the instru-
ment of transfer.

20. EFFECTIVE DATE AND TERM, This agreement shall
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become effective upon approval by the Director and the Commis-

sioner or their duly authorized representatives as of the date
of approval by the Director and shall terminate five (5) years
from said effective date unless:

(a) such date of expiration is extended by the
Director and the Commissioner, or

(b) it is reasonably determined prior to the ex-
piration of the fixed term or any extension thereof that the
unitized land is incapable of production of unitized substances
in paying quantities in the formations tested hereunder and
after notice of intention to terminate the agreement on such
ground is given by the Unit Operator to all parties in interest
at their last known addresses, the agreement is terminated with
the approval of the Director and Commissioner, or

(c) a valuable discovery of unitized substances has
been made or accepted on unitized land during said initial term
or any extension thereof, in which event the agreement shall re-
main in effect for such term and sc long as unitized substances
can be produced in quantities sufficient to pay for the cost of
producing same from wells on unitized land within any participa-
ting arca established hereunder and, should production cease,
so long thereafter as diligent operations are in progress for
the restoration of production or discovery of new production and
so long thereafter as the unitized substances so discovered can
be produced as aforesaid, or

(d) it is terminated as heretofore provided in this
agreement,

This agreement may be terminated at any time by not
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less than 75 per centum, on an acreage basis, of the owners
of working interests signatory hereto, with the approval of the
Director and Commissioner; notice of any such approval to be
given by the Unit Operator to all parties hereto.

21. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION.
The Director is hereby vested with authority tc zlter cr modify
from time to time in his discretion the quantity and rate of
production under this agreement when such quantity and rate is
not fixed pursuant to Federal or State law or does not conform
to any state-wide voluntary conservation or allocation program,
which is established, recognized, and generally adhered to by
the majority of operators in such State, such authority being
hereby limited to alteration or modification in the public
interest, the purpose thereof and the public interest to be
served thereby to be stated in the order of alteration or modifi-
cation., Without regard to the foregoing, the Director is also
hereby vested with authority to alter or modify from time to
time in his discretion the rate of prospecting and development
and the quantity and rate of production under this agreement
when such alteration or modification is in the interest of at-
taining the conservaticn cbjcctives stated in this agreement
and is not in violation of any applicable Federal or State law;
Provided, further, that no such alteration or modification
shall be effective as to any land of the State of New Mexico,
as to the rate of prospecting and developing in the absence of
the specific written approval thereof by the Commissioner and
as to any lands of the State of New Mexico or privately owned

lands subject to this agreement as to the quantity and rate of
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production in the absence of specific written approval therof

by the Commission.

Powers in this section vested in the Director shall
only be exercised after notice to Unit Operator and opportunity
for hearing to be held not less than 15 days from notice.

22. CONFLICT OF SUPERVISION. Neither the Unit Opera-
tor nor the working interest owners nor any of them shall be
subject to any forfeiture, termination or expiration of any
rights hereunder or under any leases or contracts subject here-
to, or to any penalty or liability on account of delay or
failure in whole or in part to comply with any applicable pro-
vision thereof to the extent that the Unit Operator, working
interest owners or any of them are hindered, delayed or pre-
vented from complying therewith by reason of failure of the
Unit Operator to obtain in the exercise of due diligence, the
concurrence of proper representatives of the United States and
proper representatives of the State of New Mexico in and about
any matters or thi.g concerning which it is required herein
that such concurrence be obtained. The parties hereto, in-
cluding the Commission, agree that éll powers and authority
vested in the Commissicn in and by any provisions of this agree-
ment are vested in the Commission and shall be exercised by it
pursuant to the provisions of the laws of the State of New
Mexico and subject in any case to appeal or judicial review as
may now or hereafter be provided by the lawe cf thc State of
New Mexico,

23, APPEARANCES. Unit Operator shall, after notice

to other parties affected, have the right to appear for and on
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behalf of any and all interests affected hereby before the

Department of the Interior, the Commissioner of Public Lands
of the State of New Mexico and the New Mexico 01l Conservation
Commission and to appeal from orders issued under the regula-
tions of said Department, the Commission or Commissioner or
to applj for relief from any of said regulations or in any
proceedings relative to operations before the Department of
the Interior, the Commissioner, or Commission or any other
legally constituted authority; provided, however, that any
other interested party shall also have the right at his own
expense to be heard in any such proceeding.

24, NOTICES. All notices, demands or statements re-
quired hereunder to be given or rendered to the parties hereto
shall be deemed fully given if given in writing and personally
delivered to the party or sent by postpaid registered or certi-

fied mail, addressed to such party or parties at their respec-

tive addresses set forth in connection with the signatures hereto

or to the ratification or consent hereof or to such other ad-
dress as any Such party may have furn
sending the notice, demand or statement.

25, NO WAIVER OF CERTAIN RIGHTS. Nothing in this
agreement contained shall bc construed as a waiver by any party
hereto of the right to assert any legal or constitutional right
or defense as to the validity or invalidity of any law-of the
State wherein said unitized lands are located, or of the United
States, ur regulations issued thereunder in any way affecting
such party, or as a waiver by any such party of any right be-

yond his or its authority to waive.
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26. UNAVOIDABLE DELAY, All obligations under this

agreement requiring the Unit Operator to commence or continue
drilling or to operate on or produce unitized substances from
any of the lands covered by this agreement shall be suspended
while, but only so long as, the Unit Operator despite the exer=-
cise of due care and diligence is prevented from complying with
such obligations, in whole or in part, by strikes, acts of God,
Federal, State, or municipal law or agencies, unavoidable ac-
cidents, uncontrollable delays in transporcation, inability

to obtain necessary materials in open market, or other matters
beyond the reasonable control of the Unit Operator whether
similar to matters herein enumerated or not.

27. VNONDISCRIMINATION. 1In connection with the per=-
formance of work under this agreement, the operator agrees to
comply with all of the provisions of section 301(1) to (7) in-
clusive, of Executive Order 10925 (26 F.R. 1977), which are
hereby incorporated by reference in this agreement.

28, LOSS OF TITLE. In the event title to any tract
of unitized land shall fail and the true owner cannot be in-
duced to join in this unit agreement, such tract shall be auto-
matically regarded as not committed hereto and there shall be
such readjustment of future costs and benefits as may be re-
quired on account of the loss of such title. 1In the event of
a dispute as to title as to any royalty, working interest, or
other interests subject thereto, payment or delivery on account
thereof may be withheld without liability for interest until
the dispute is finally settled; provided, that, as to Federal

and State land or leases, no payments of funds due the United
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States or the State of New Mexico should be withheld, but ;
such funds of the United States shall be deposited as directed
|

by the Supervisor and such funds of the State of New Mexico

shall be deposited as directed by the Commissioner to be held i
as unearned money pending final settlement of the title dispute,
and then applied as earned ér returned in accordance with such
final settlement.

Unit Operator as such is relieved from any respon-
sibility for any defect or failure of any title hereunder.

29. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner
of any substantial interest in a tract within the unit area fails
or refuses to subscribe or conmsent to this agreement, the owner
of the working interest in that tract may withdraw said tract
from this agreement by written notice to the Director, the
Commissioner, and the Unit Operator prior to the approval of
this agreement by the Director and Commissioner. Any o0il or
gas interests in lands within the unit area rot committed hereto
prior to submission of this agreement for final approval may
thereafter be committed hereto by the owner or owners thereof
subscribing or consenting to this agreement, and, if the interest
is a working interest, by the owner of such interest also sub-
scribing to the unit operating agreement. After operations
are commenced hereunder, the right of subsequent joinder,; as
provided in this section, by a working interest owner is sub-
ject to such requirements or approvals, if any, pertaining to
such joinder, as may be provided for in the unit operating
agreement. After final approval hereof, joinder by a non-

working interest owner must be consented to in writing by the
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working interest owner coumitted hereto and responsible for
the payment of any benefits that may accrue hereunder in
behalf of such non-working interest. Joinder by any owner of
a non-working interest, at any time, must be accompanied by
appropriate joinder by the owner of the corresponding working
interest in order for the interest to be regarded as committed
hereto. Joinder ito ihe unit agreement by a working-interest
owner, at any time, must be accompanied by appropriate joinder
to the unit operating agreement, if more than one committed
working-interest owner is involved, in order for the interest
to be regarded as committed to this unit agreement, Except as
may otherwise herein be provided, subsequent joinders to this
agreement shall be effective as of the first day of the month

foliowing the filing with the Supervisor and the Commissioner

o]

f duly executed counterparts of all or any papers necessary

to establish effective commitment of any tract to this agreement
unless objection to such joinder is duly made within sixty (60)
days by the Director or Commissioner.

30, NC PARTNERSHIF. It is expressly agreed that the
relation of the parties hereto is that of independent contrac-
tors and nothing in this agreement contained, expressed or im=-
plied, nor any operations conducted hereunder, shall create o:
be deemed tc have created a partnership or association between
the parties hereto or any of them,

31. COQUNTERPARTS. This agreement may be executed in
any number of counterparts no one of which needs to be executed
by all parties or may be ratified or consented tc by separate

instrument in writing specifically referring hereto and shall be

-32-
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binding upon all those parties who have executed such a counter-

part, ratification, or consent hereto with the same force and

effect as if all such parties had signed the same document and

regardless of whether or not it is executed by all other parties

owning or claiming an interest in the lands within the above-

described unit area.

IN WITNESS WHEREQOF, the parties hereto have caused this

agreement to be executed and set opposite their respective names

the date of execution.

g e
RALPH
P.0. Box 832

Midlaud, Texas
UNIT OPERATOR & WORKING INTEREST
QWNER

S— A
g:1>4ﬂ£424 GZ:§¢¢AJLJ
£EL7774 LOWE, his wife.

WORKING INTEREST OWNERS

ATTEST:

Secretary
Date:
ATTEST:

Secretary
Date:

MARATHON OIL COMPANY

By &W % R

Address: -

INTERNATIONAL OIL & GAS CORPORATION

By

Address:




ATTEST:

Secretary

WV~ O T,V
R A AL

VW,

7

STATE OF R Y

<

COUNTY OF )/ /. { L[

N St

SS,

SUN OIL COMP
S
e Ao

%
Address: ‘é;éyj

MONSANTO CHEMICAL CC

By;17§L4Fv'fL ///

Attorney-in-Fact

Address: 1401 South Coastc §uildigg4

Houston 2, Texas

MARION E. SPITLER

The ioregoing instrument was ackrowledged befcre me

, 1963, by RALPH LOWE a~d

thisJ2/Mday of o e

My Ccmmissicon Expires:

/ ;s
P O RS
‘2 / o

) Cdn
C’L,i,’\,g'\ ~ . LO‘JE’ hiS Wi£Es«

, s .
PSR AV SO AN S N

~ Notary Public
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STATE OF :Z<_ f a e )
) : ) 88.

COUNTY OF &{-_4 Iy )

. The foregoing instrument was acknowledged before me
this j4 ~ day of ¢/ , 1963, by : o .

i of THON OIL COMPANY, a. deL&J

corporation, on behalf of said corporatiom.

Tobla Lo i,

L : - Notary Publi
My Commission Expires: _ i qu
STATE OF )
) ss.
COUNTY OF )

The foregoing instrument was acknowledged before me
this day of » 1963, by

of INTERNATIONAL OIL & GAS CORPORATION, a

corporation, on behalf of said corporation.

. . Notary Public
My Commission Expires:

STATE OF TS )
)  ss.
COUNTY OF __24//5¢ )
The foregoing instrument was acknowledged before me
this //M day of friiig, © 1063, by moE ml
fyul and Aoy in Frot of SUN OIL COMPANY, & _ Ao vorros

corporation, on behalf of said corporation.

/{\, (-)4 \\1—4~~ A

Notary Public
My Commission Expires:
Al £ Bl P
/ ) e 3 ’\"(‘ tof
o L= L’J P No‘aw P\- i . ) (“

O S

Daies 7
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STATE OF D2L44&a )
\ ) ss.
COUNTY OF éa;z,¢4c4~a )

The foregoing instrument was acknowledged before me

this (ldday of _&é&%—, 1963, by __FRANK RICHARDSON .

Attorney-in-Fact cf MONSANTO CHEMICAL COMPANY, a lelzcnc e

ccrporaticn; on behalf of said corporatior.

Lo n a7t N HerZs..._

Notaw® Public

My Commission Expires:

BUNE 1. 1963

STATE OF

8Ss.
COUNTY OF

' Nt Nt

The foregoing instrument was acknowledged before me

this day of , 1963, by MARION E. SPITLER

Neotary Public

My Commissicn Expires:
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CONSENT AND RATIFICATION
INDIAN HILLS UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO
The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the Indian Hills Unit Area embracing lands situated in Eddy

County, New Mexico, which said Agreement is dated the 3% day of

January, 1963, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof. The undersigned also
being the owners of leasehold, royalty or other interests in the lands
or minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B'", do hereby commit all

of their sald interests to the Indian Hills Unit Agreement and do here-

o

v congent thereto and ratify all of the terms and provisions thereof,
exactly the same as if the undersigned had executed the original of

said Unit Agreement or a counterpart thereof.

IN WITNESS WHEREQF, this instrument is executed by the under- g

signed as of the date set forth in their j:;g§7tive acknowledgements. i
- 7

STATE OF Moo Phoyice ) Rena Shugart |/
. S8

coonty oF T2 1. )
{

oregoing instruweui was acknowledged before me this

15”:—’! day ij’—w&‘-/;?/ , 1963, by WQW

e (1654 a- .:éu g 944,44 il \i_,‘,,g vu.\—L—éa.

My commission expires: U ~»;,4i R
g Notary PUbllc
STATE OF )
SS
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of » 1963, by

My commission expires:

- Notary Public
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CONSENT AND RATIFICATION
INDIAN HILLS UNIT AGREEMENT
EMBBACING LANDS IN EDDY COUNTY, NEW MEXICO
The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the Indian Hills Unit Area embracing lands situated‘in Eddy
County, New Mexico, which sald Agreement is dated the __J4 “'% day of
January, 1963, and acknowledge that they have read the same and are -
familiar with the terms and conditions thereof. The undersigned also
being the owners of leasehold, royalty or cther interests in the lands
or minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B", do hereby commit all
of their said interests to the Indian Hills Unit Agreement and do here-
by consent thereto and ratify all of the terms and provisions thereof,
exactly the same as if the undersigned had executed the original of
said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREOF, this instrument is executed by the under-
signed as of the date set forth in their respective acknowledgements,

<::EEEEEEE§:¢£2&=£=¢==:;}

I.. C. Harris

Z!]Q—hﬁﬁm, U/g‘:tw

——g—

T ~ Marion V. Harris
STATE OF TEEMTXIZO
ﬂfl’n“ﬁ?b §8
CCUNTY OF v )
The foregoing instrument was acknowledged before me this
- e e T ie ¢
29th day of January , 1963, by L. s Merrie and wife,

My commission expires:
My Commisslon Expires March 10th 1054

STATE OF )
SS
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of s 1963, by

My commission expires:

- Notary Public




CONSENT AND RATIFICATION
INDIAN HILLS UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO
The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreeuwent for the Development and Opera-
tion of the Indian Hills Unit Area embracing lands situated in Eddy
County, New Mexico, which said Agreement is dated the _éliff day of
January, 1963, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof. The undersigned also
being the owners of leasehold, royalty or other interests in the lands
or minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B", do hereby commit all
of their said interests to the Indian Hills Unit Agreement and do here-
by consent thereto and ratify all of the terms and provisions thereof,
exactly the same as:if the undersigned had executed the original of
said Unit Agreement or a counterpart thereof.
IN WITNESS WHEREQOF, this instrument is executed by the under-

signed as of the date set forth in their respective acknowledgements.

oL

£ \,4/&1/ L=
-

STATE OF _ v ®X1C0 )
ss
CGUNTY OF BE aNAL L4 )
The foregoing instrument was acknowledged before me this
Fi TEH SR cuace LS o LuERALT S
PR day of tRmY , 1963, by ¢ oA
7= 7 |
My commission exgixes AR b-*ﬁh QQ(
MY COMMISSION EXPIRES J 13 1297 }]Otary Public
STATE OF )
Ss
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of , 1963, by

My commission expires:

- Notary Public

.....




CONSENT AND RATIFICATION
INDIAN HILLS UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO
The undersigned (whether one or more) hereby acknowledge

receipt of a copy of the Unit Agreement for the Development and Opera=-
tion of the Indian Hills Unit Area embracing lands situated in Eddy
County, New Mexico, which said Agreement is dated the ;_Ziff/’day of
January, 1963, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof. The undersigned also
keing the owners of leasehold, royalty or other interests in the lands
or minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B", do hereby commit all
of their said interests to the Indian Hills Unit Agreement and do here-
by consent thereto and ratify all of the terms and provisions thereof,
exactly the same as if the undersigned had executed the original of
said Unit Agreement or counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-

> signed as of the date set fgrth in thelr respective acknowledgements.

s .
iz - {2/% 24 //Z_ DU é . .

Bonnie H. Matlock Morrieon George S. Morrison

STATE OF NEW MEXICO )

’/ 88

~
COUNTYOF ( A pfne— )

The foregoing instrumeant wac acknowledged before me this

P
Caed
¢ / ’/V . R e
~ iy comnmission expires: p/é/qf;é\)_%r
)/l v Notary Public

R T e

R




CONSENT AND RATIFICATION
INDIAN HILLS UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO
The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera=~
tion of the Indian Hills Unit Area embracing lands situvated in Eddy
§ County, New Mexico, which said Agreement is dated the _2}_"! day of
January, 1963, and acknowledge that they have read the same and are
faniliar with the terms and conditions thereof. The undersigned also

being the owners of leasehold, royalty or other interests in the lands

or minerals embraced in sald unit area, as indicated on the schedule

attached to said Unit Agreement as Exhibit "B", do hereby commii all i

of their said interests to the Indian Hills Unit Agreement and do here-

BT PRIy

by consent thereto and ratify all of the terms and provisions therxeof,

g

exactly the same as if the undersigned had executed the original of

said Unit Agreement or counterpart thereof.

T O

IN WITNESS WHEREQF, this instrument i5 executed by the under-

L

G oo

signed as of the date set forth in their respective acknowledgements. |

‘ ! o o
P ‘\.\GM& \_\{jﬁ)t i
3 Paul Pugh
g
b
Acknowledgement
STATE OF NEW MEXICO,
, 72 88
County of __ e PBeck )
On this the .. ,,A'S?f-.?'.’:g’é.x_..__ _day or. . . ,,,,,_:]c'}.Jx/)_/_i.i'f ST 19,.‘?1",»_'{'.”, before me personally ap-

peared . ... \,.,f':.\,":. Lo RO N

to me personally known to be the person. .. . described in and who executed the foregoing instrument. and

acknowledged that. . .= executed the sameas. ... ... 7:> . ... . freeactand deed.

IN WITNESS WHEREOF, I have her: . ato set my hand and officiai ceal on the day and year in

this certificate firat above written. P px /,/,
ST < g e
.................. 4 g A/‘,/.’-t,_/_’.‘/_-./.%'
. co . Voo (4
My Commission expires Vo, 19 TR,
Porm Tod--Hall Pootbavkh Press-——Roswell” N M.

Lt



CONSENT AND RATIFICATION
INDIAN HILLS UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO
The undersigned (whether one or more) hereby acknowledge

receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the Indian Hills Unit Area embracing lands situated in Eddy
County, New Mexico, which said Agreement is dated the 2;‘_‘_//_ day of
January, 1963, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof. The undersigned also
being the owners of leasehold, royalty or other interests in the lands
or minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit "B, do hereby commit ail
of their said interests to the Indian Hills Unit Agreement and do here-
by consent thereto and ratify all of the terms and provisions thereof,

exactly the same as 1f the undersigned had executed the original of

said Unit Agreement or counterpart thereof.

IN WITNESS WHEREOF, the said party of the first part has caused this ins

t &
Recsidentyattested by its Secretary, and the corporate seal of said corporation }ere to uffixed, t%__llﬁ_
of J . 1065 ROSWELI/ MITSETIM.

Attest: e S o D7 N ] Z’”“% /)“/Z é g .
- 5 S

Secretary / #weeidons- Chairman
STATE OF NEW MEXICO, )

COUNTY OF ._Chaves

On this 23rd day of Japuary ., A. D., One Thousand Nine Hunéred and_SiXfy-Three ,
before me personally appeared Donald B, Anderson L
to me personally known, who, being by me duly sworn, did say that he is the e Chairmpan . ___ President-of
..... Roswell Ml‘.“"‘"“ Association ey and that the seal affixed to said
jastrument i5 the ¢ STPOTGW 538G O s3aid CGT’I}OT&‘JGTA, and that said instiumant was es‘;n\.d and sealed in behalf of sald coi-
poration by authority of its Board of Directors, andsaid ____....._..._ Donald B. Andersgg

acknowledged said instrument to be the free act and deed of said corporation.

IN WITNESS WHEREOF, 1 have hereunto set my hand and affixed my official se
above written.

on this, the day and year last

7
My Commission expires . L/ £ /0 /?é\f T Notary Public

Yorm 301--Hall-I’oorbaugh Press- I’o>\u]l N. M.

ent to be signed by i Jriev &y




CONSENT AND RATIFICATION
INDIAN HILLS UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO
The und;rsigned (whether one or more) hereby acknowledge

receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the Indian Hills Unit Area embracing lands situated in Eddy
County, New Mexico, which said Agreement is dated the _ingZ?day of
January, 1963, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof. The undersigned also
being the owners of leasehold, royalty or other interests in the lands
or minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit '"B", do hereby commit all
of their said interests to the Indian Hills Unit Agreement and do here-
by consent thereto and ratify all 6f the terms and provisions thereof,
exactly the same as:iif the undersigned had executed the original of
salid Unit Agreement or a counterpart thereof.

IN WITNESS WHEREOF, this instrument is executed by the under-

signed as of the date set forth in thelr respective acknowledgements.

/’é, /’, »j" </‘
P APy D Ly
™ h o f.)\i“[y - [%4
B. E. Gilisépie, Jr.

STATE OF ”//”/(,r /,’ ts ,/ ’;‘ )
) Ss
COUNTY OF fi//: e £ )
The foregoing instrument was acknowledged before me this
; ’,,’; A V-4 / - A~ - . . < )/j
e 4ay Ox il p 3 L703, DY AR AT AP SR oY

7

My commission expires: S
Ce L s Notary Public

STATE OF )

Qo
-~

COUNTY OF )

The foregoing instrument was acknowledged before me this

day of , 1963, by

My commission expires:

Notary Pubiic

AT
o+ Fane




CONSENT AND RATIFICATION
INDIAN HILLS UNIT AGREEMENT
EMBRACING LANDS IN EDDY COUNTY, NEW MEXICO
The und;rsigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the Indian Hills Unit Area embracing lands situated in Eddy
County, New Mexico, which said Agreement is dated the _g_?zc day of
January, 1963, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof. The undersigned also
being the owners of leasehold, royalty or other interests in the lands
or minerals‘embraced in said unit area, as indicated on the schedule
attached to said Unit Agreement as Exhibit 'B", do hereby commit all
of their said interests to the Indian Hills Unit Agreement and do here-
by consent thereto and ratify all of the terms and provisions thereof,
exactly the same as if the undersigned had executed the original of
said Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument is executed by the under-

signed as of the date set forth in their respective acknowledgements.

ﬁ/{c ?/u"/ )iuua‘ 4,‘9,nm,,k4£’

Sarah Louise Harrington Z]

7{74/»__9@_.,

H. E. Harrington

STATE OF NEW MEXTOR )

. Ss
COUNTY OF _ CHAVES )

The foregoing instrument was acknowledged before me this
Zﬁfﬁ day of Taw. , 1963, by Savahbh Locis€
é/ar'mwjtoa 2w d /‘%Ezyfrruf.; Jo )

My commission expires: é;fé¢¥? /ﬁi;ka,¢4,/
éé 2:‘35 O NS Notary Public

STATE OF )

S8
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of , 1963, by

My commission expires:

Notary Public




(SSERTAD METan
EMBBACING LANDS IN EDDY COUNTY, NEW MEXICO

The undersigned (whether one or more) hereby acknowledge
receipt of a copy of the Unit Agreement for the Development and Opera-
tion of the Indian Hills Unit Area embracing lands situated in Eddy
County, New Mexico, which said Agreement is dated the _2.3-fday of
January, 1963, and acknowledge that they have read the same and are
familiar with the terms and conditions thereof. The undersigned also
being the owners of leasehold, royalty or other interests in the lands
or minerals embraced in said unit area, as indicated on the schedule
attached to said Unit Agreemernt as Exhibit "B'', do hereby commit all
of their said interests to the Indian Hills Unit Agreement and do here-
Ly consent thereto and ratify all of the terms and provisions thereof,
exactly the same as:if the undersigned had executed the original of
said Unit Agreement or a counterpart thereof,

IN WITNESS WHEREOF, this instrument is executed by the under-

signed zs cf the da set forth in thelr respective acknowiedgements.

-~
L% <
P
-’

, / //
%»(;’1 . \/! _'.L)f,(:-t"

—ATTEST+ S - n-xALB_Aﬁktgf;i%ﬁtf:Assn4,_Ixn.
ecretar )
d By CC Lk
Vice  president
STATE OF ___ y114nois ‘
. ) |8 a \ @' g CgltTe
COUNTY OF __ pekailtb: )
The foregoing instrument was acknowledged bhefore me this
. H ) 3 2
o, day of % ccoeoee 0 01963, by & et
33 g r . ‘ ’ ;
Vice President <~ v_,(’j/""k;f\‘ A Gl Mces ¢ Cranon X Lomie PN AV U .
My commission expires: / . 50/
Sl AL - otary ic
STATE OF )
ss
COUNTY OF )

The foregoing instrument was acknowledged before me this

day of s, 1963, by

My commission expires:

Notary Public




EXHIBIT ''B"
SCHEDULFE SHOWING THE P?ERCENTAGE AND KIND
OF OWNERSHIP OF AlLI, LANDS IN THE
INDIAN HI1LS UNIT AREA, FDDY COUNTY, NEW MEXICO

Serial No. Basic
Tract Description No. of and Expiration Royalty & Overriding Royalty Werking I terest
Number of Land Acres Date of Lease Percentage  Lessee cf Record and_Percontage ard Percventage
FEDERAL LANDS ,
T-21S, R-24-E, NMPM:
1 Nwh, ShNEX, MM 06293 Marathon 0il Company -
NWENEY; Sec. 28 280 11-30~63 Us 12%7% Maratbon Oil Company  Rena Shugart - 3% All
2 NEXNE%:, Sec. 28 490 MM 06293-A Rena Shugart - 3% Ralph Lowe -
11-30-63 UsS 12%% Ralph Lowe L. C. Harris - 2% All
3 All Sec. 21; JoAnnz Wills Light
S%, Nwk, S:YNEL, NM 07260 dbligetion $750.00 Marathon O0il Company -
NWLNE% Sec. 33 1,240 2-29-64 Us 12%% Marathon 0il Company »er acre out >f 3% All
4 s% Sec. 28 320 WM 030482 Charles B. Sun 0il Company -
10-1-67 Us 12%% Sur. 0il Company sonzales - 3% All
5 SE%SE% Sec. 29 40 NM 0330449 US 12%7% Robert G. Hanagan None Robert G. Hanagan
Effective All
2-1-63
6 Sk, N5NE% Sec. 17 400 LC 064243-A Us 12%% International 0il Zola Zook Garre:rt - International 0il
2-28-63 & Gas Corporation 2% & Gas Corporation -
All
7 NE4XNWY% Sec. 17 40 LC 064243-D us 12%% Marion E. Spitler “ola Zook Garrett - Marion E. Spitler -
2% All
8 All Sec. 20; LC 064391~8 UsS 12%% Ralph Lowes Bonnie H. Matlock
N%, SWk, N3SE%, 1,240 10-31-64 Morrison - 2k% Ralph Lowe ~ All
SWiSE% Sec. 29 Paul Pugh - 1/2 of 1%
9 NE%NEY%, Sec. 33 40 LC 067649-A Us 12%% Ralph Lowe Eoswall Muscum - 2%%  Ralph Lowe ~ All
. 2-29-64 D. E. Gillespie,
Jr., - 2%
carah Louise
- Farrington - 1/2%
NINE (9) FEDERAL TRACTS COMPRISING 3,640 ACRES OR 81.2% OF UNIT AREA,
s ik S ) condiliuid L
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Serial No, and Basic

Tract Description of No. of Expiration Royalty & Overri-ding Royalty Working 1 rerest
___Number land heres Date _of Lease Percentage Lessee f Recend and Pevoentape  __and Yerventage o _
STATE LANDS
T-21-8, R-24-E, NMPM:
10 SELNWY Sec. 17 40 K 2959 State 12%% Max BH. Ciristenson NeT ¢ Max M. Christenson
12-18-72
11 SkSWy, SEYNEY,
NW4SEY,, SEYSEY; 240 0C 6063 State 12%% Marathon 0il Company  Noae Mararhon 011 Ccmpany
Sec. 16; 10--20-69 Al

SE4XNEY Sec. 17.
12 Nwk, WhNEY;, NEYZNEg,

NE%SWY, NEXSEY 480 E 7437 State 12%% Marathon 0il Compeny  None Marathon 0il Company
Sec. 16; WhNwY, 9-15-63 Al
SWANE% Sec. 17.

13 NWLSWy, SWxSEX 80 E 10169 State 12%% Monsanto Chemical None Monsanto Chemical
Sec. 16 6-19-66 Company Company - All

FOUR (4) STATE TRACTS COMPRISING 840 ACRES OR 18.8% OF UNIT AREA.

TOTAL: i3) TRACTS CCMPRISING 4,480 ACRES IN ENTIRE UNIT ARFEA.

*Subject to an overriding royalty payable to DeKalb Agricultural Association, Inc.
payable out of the working interest nf Ralph Lowe in and to certaia tracts in which
Ralph Lowe has a working interest.

L i e
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BRFORE THE OIL CONBERVATION COMMI&dION E
OF THE STATE OF KXW NEXICO ;

IN THR NAITER OF THE
CALLED BY TR O
CHINZSsI0N OF Xaw

OF CONBIDRAING:

"

E
;

CASE No. 2748
Oxdaer lic. R-3420

This eouwse came un for dearing 3t 9 o'clock a.m. oo
Yebeuary 6. 1963, at Jasta Pe, New Maxise, before Daniel 5. Nutter,
mwn&mwcmtondm

Nemiee, sefezred 0 8¢ ths "Commission, * fn acoerdance
uu-huuau-_ Males and Augulatioms.
aon, on W doy of Pshewary, 1963, the Commission,

(3) Trat agproval of the proposed (ndian 2ille Bmit Agree—
mant will in priaciple tand to promote ths conservation of 2il and
a6 wnd the peevention of waste,

{1) That the Indiam Hills Unit Agroomunt is hesely approvad.

{2} That tos plas unfsr oBich the unit srsa sasll e soor-
wed shall 3 eulwnoed in ®he frrm af 3 unit agremmant for the
hlrc and opsratian of the Indisn Bills (it Area, and such

21l e Weeewm 28 the Indian ille Onic ‘ogroemant Flan.




segtiom 20: All
sookiom 211 Al}
Section 28: Al)
jecticm 29: ALl
section 33s All

containing 4,480 acxes, more of lems.

(») 7Yhat the unit ares may be emlurged or contracts<
as peovided ia said plam) provided, however, that adainistrative
appreoval for apension or comtactica of the wnit area sust also
be obtaiasd from the Secretary-birector of thsa Commiscion.

(3) 7hat the wmit opexetor shall file with the Commiseion

Anompansinenl- 49 % o
it _‘_.A mmbmdnalt nee -—.—;—:ﬁ“ :3“-‘““‘: :: GBre Vo dld wa T

Omit Agroamenst within 30 days aftar the eifective data tharect,
In the event of subseguant joinder by any party cor sxpansion or
costrattion of tha uwnit area, the unit operstor shall file with
the Cammission within 30 days tharsaltor countsrparts ol the uait
pmesmant tollssting e subsaviption of those intoresta having
joimed or ratified.

{6) That this ordaxy shall bectms vileuunlve uwpon the approval
of aaid unit agreewent by the Cusmmiaszioner o “ublic lands for the
2tats Of Now Maxicd and the Lifsctoy of Lhe (niftue stalsas Ge0logl~
cal survey, sad shall tar=siomte $;s0 fackte upin tho furwminanien
o 384G wnit agrzoment., (Do lIet Wit opesebtor chell aotify the
Commission immediately in writing ol suck ctsrminatiow.

{7} Thei jurisddcticn of thin cenao dg coieibed for the
susay o2 s=t further ordere &3 ihe Commissicn pay dedn hecsessaxy.

i i
B N I L,
. U A b e i
. . L R L g el o L L Wi sk wpad 5 T L .
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CERTIFICATE OF APPROVAL

BY COMMISSIONER OF PUBLIC LANDS, STATE OF NEW MEXICO

INDIAN HILLS UNIT
EDDY COUNTY, NEW MEXICO

There having been presented to the undersigned Commissloner of
Public Lands of the State of New Mexico for examination, the attached
Agreement for the development and operation of acreage which is
described within the attached Agreement, dated _ January 23, 1963
which has been executed or is to be executed by parties owning and
holding oil and gas leases and royalty interests in and under the
property described, and upon examination of said Agreement, the Com=
missioner finds:

(a) That such agreement will tend to promote the
conservation of oil and gas and the better
utilization of reservoir energy in sald area.

(b) That under the proposed agreement ithe State
of New Mexico will receive 1ts fair share of
the recoverable oll or gas in place under its
lands in the area.

() That each beneficiary Institution of the State
of New Mexico will receive its fair and equi-
table share of the recoverable oll and gas
under its lands within the area.

{d) That such agreement is in other respects for
the best interests of the state, witl respect
to state lands.

NOW, THEREFORE, by virtue of thc guthority conferred upon me
under Sections 7-11-39, 7-11-40, 7-11=l4t, 7-11=47, 7~11=,8, New Mexico
Statutes Annotated 1953 Compilation, I, the undersigned, Commissioner
of Public Lands of the State of New Mexico, for the purpose of more
properly conserving the oil and gas resources of the State, do hereby
consent to and approve the sala Agreementi, and any leases embracing
lands of the State of New Mexico within the area shall be and the
same are hereby amended to conform with the terms thereof, and shall
remain In full force and effect according to the terms and conditions
of said Agreement., Thies approval is subject to ail of the provisions
of the aforesaid statutes.

.

IN WITNESS WHERBEOF, this Certificate ol Approval is executed,
with sen! ~ffived tnte 1641 day of February 19 63 .,

. - s "’.J ;" i
Commlssioner of Public Lands
of the State of New Mexico
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BEFORE THE

OIL CONSERVATION COMMISSION

Santa Fe, New Mexico
March 20, 19353

EXAMINER HEARING

INT

B

MATTER OF:

Avplication of Compass ExXploration, Inc.
Tor the creatlion of a Gallup Gas Fool,

L

Rlo Apriba County, llew MeXico.
in the zbove-stylied cause,
deleting certain acreage from tne 3Jouth
Blanco-Tocito Pool and redeslignating
p ortions of sald dcreage {o compr.se a
ew Gallun gas pool for its Horthwest
Eﬁndv;uq Vell No., 1-3, located in Unit ¥
of Section 3, Township 2% Norih, Range 7
West, Rio Arriba New Mexi

Applicant,
seeks an order

J

Case 2751

N Ve S S N M N et N S Nl el et e e

TRANSCRIPT OF HEARING

RO, 2751 .

PR ODITRRETT . AnnTieation of Tomnooo THIosravion, L.,
Tor “he greaclon of o Gollus Gos Tool, 100 Lreita County, Hew
Leiten,
-
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MR. KELLAHIN: Jason
Fe, appearing on behalf of the

MR. SPANN: Charles C
Building, Albuquerque, New Mexi

) AV ey v
MW L AL .

Kellianin of Rellahin & Fox, Santa
Caulkins 0il Company.
. Svann, 914 Bank of New Mexico

co, apvearing on behalf of E1 Paso

MR. UTZ: Any other appearances?

MR. STOCKLAR:

of the witnesses may only be called as a v

If T may makke a very shordt

t ] ipler simad :
to be a fairly simdle case, I

(iiitnesses sworn.)

I might state for the record that one

* 4.

uctal witness.

]
o

osening statement. This seems

hope it doesn't develop into some-

tning more, on tae vasis of routine nomenclacure hearings. Ve

4

nave added to a falrly old and

escabliished v»ool simply by
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PAGE 4

addition to having a new field designated that 160-acre spacing
be permitted. There was not an intent here to have a full dress
spacing hearing as such, but simply to rely on the statewide
rules at this time. So there is no intent to move forward with
a full dress appearance on that.

With that, I wquld 1:ke to call our flrst witness, Mr.

Farrelly, who has bteen sworn.

PETER J. FARRELLY

a Wiftness, caliled by tvhe Oil Conservatlion Commission, having

o
W
O
o]
k4
".

irst duly sworn, was examined and testifled as follows:

DIRECT EXALMINATION

¥r. Farrelly, would you statve your full name, address,

and emnloyment for the record, vlease?

¢

-

A Peter J. Farrelly, 101 University Boulevard, Denver,

Colorado. I &n emsioryed - Compdass Sxnloravion, Inc., as [fanader

of Exuzloration and Praluct . on

pLoTarvell s, Davs ou 2vey Loen qual od and have

SRS SN INIeTs , srean Celon Covelies on

Mo, 1 ohemve nou.

Vould con Tihon oUve an o nooo Tdes of cour ooncral
1 on DO

Tooeaoior o Do PSR Ty Ul wvers Lo a7l
: 1S5, BIG: b v o7 Bolenca doswce Pro o Hnlverst o of

cola, 2385 e orod oo lontinentel 0.1 Conwany in Shio Duraniio
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area for apyroximately four years and then went to work for
Compass Exploration for a verlod of another four years.

During this period I have worked on the San Juan Basin, botin
for horizon--I have actually supervised and done the basin work
for exploration and the production of Galiuy and Dakota formations
in the area.

g Mr. Farrelly, was your educational work and vour employ-

o Do you have a specific knowledge of the data available 4
as to the South Blanco-Tocito OL1 Pool?

A Yes, I do. 1 have worked the area. I have analyzed
the electrical lozs and comrlet’on data available in the South
Blanco-Tocito 011 Pool and the drilliings of our wells in the
same area. I have supervised their complet.on and actualily
worked up the initlal exnloration for the Gallup-San Juan area.,

b MA/NTINTA Y .. e . — o .

REAA : . N IR ERY ey Lol R L W SR |
e ARV PR LV S SR A Co e LnAcanfieit, bG8 ThaT Tie Wieehness

2, Jvys o Lo oow flod
Powould Ll Lo ¢ urked s s lloant's EHRLLLL
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T Sl Y 3 CrUC LU SIARVESTE EANE R A on e Lo
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area in which the field is included and immediately adjacent
to the fleld.

Q Are there any corrections or things that you might wish
to point ouﬁ with respect to the exhibilt?

A Yes, in Section 10 of 26 North, © West, the gas well
which falls in Section 10 of 26 North, 6 West, the gas well which
falls in the Northeast of the Souineast--pardon me--Northwest of
the Southeast should be deleted, that is a shallow producing well.

Q Could that be Section @ that you are referring to?

A . Pardon me, it is 9, I am sorry--Section 9, it's in
the Northwest of the Southeast, the gas well there, the gas well
symbol you see there immediately below the oll weilil.

Q Is it your contention, Mr. Farrelly, that this should
be simply eliminated from the map as a shallow producing well?

A As a shallow producing well. The area that 1s shown

v &L
<

~ A~
A wite Wl

» 1ines across 20 Northwest, © West, 27 North, 7 West,
represent the boundaries of the South Blanco-Tocito Pool. And
in examinatlon of these logs and constiruction of this cross
section, I mean of this map, we have found generally northeast
regionai additlon across the area. There are no partlicular
structural observations. Therc are a few ridges in our strike
buv that is atcuf it.

We have constructed this map for two reasons. The first

reason was, No. 1, tvo determine whether there was a structural

consideration between the two fields, and about the only thing

®
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N, M,
I25-1182

FARMINGTCN,
PHONE

BANTA FE. M. M.
PHONE 9283.397

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.
PHONE 243.6691

we can derive is that the Tocito Pool proper, as opposed to our
gas pool, is downdip; generally, the strike across the bottom is
the same, as there is no closure represented, so we can assume
then that is a stratligraphic trap.

No. 2, iLile second reason we constructed this map was, generall
speaking, in the regiocnal setting of the entire basin, the Gallup
oil and hydrocarbon accumulations run parallel to the strike on
the Sanastee and we wanted to establish just how these two fields
set in there. You will note on it that there is a cross sectlon
represented as of AA brim, this is a later exhibit, but too, we
wlll again refer back to this map, the cross section was set up
as such. Let it be noted the cross sectlion is set up as such to
obtain a normal position to the strike of the ares.

& I would 1ike to have marked for identification Exhibit
No. 2, which 1s a map entitled Isopach Map of Gallup Sand.

Mr. Ferrelly, should the same correction be made on the
shallow gas well in Section 9 on the mao?

A Yes, with respect to the well in Section 9, it should
be deleted from the mav.

C Mr. Parrelly, will you please describe Exhibit 2 and
state wnat it purports to show?

A Exhibit 2 is an lsoupach constructed on the gross Gallup
sand in the producing interval of both the Compass Gas Pool locateq

26-7 and South Tacito located 2¢ North, © West. Our company in

the analysis of thig thing, the way we approachned 1L initlally,

=
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we tried to take the most general rules for parameters possiblé in
the construction of this map. It was vitally. important to us

to find out whether we were hooked up with the field. Basically,
on assuming this very gross parameter, all that is meant by the
total @Gallup sand in this area 1s that from the electrical logs
any «lck that was, we first took--let me re-explain that--we
first took a typical well in our field in the Gallup Gas Pool
and a typical well in the o0il pool. From this, we compared all
the logs in the four-section area. We came to the point where
there were no overlaps. We gave them every benefit of the doubt
to say that there was possibly some sand in this well in this
interval and we contoured, we added those up and totalled the
thickness and contoured on that basis. The wells have no data
represents zero, that there was no Galluo sand present. Now,

so we won't get a nomenclature problem I know in some areas--in
the vast, the Tocito has been referred to as 2 separate sand,
For our purposes, we consider the Tocito and the Gallup one and
the same. This is a lower Gallup sand asccunulation and this is
what we nave examined.

8 Mr. Parreily, do [ understand from your explanatcion
that the contours, iLsovnacl. contours nerc do not necessariiy
represent net pay butl simoly the existence?

4 No, they do not vrepresent net pay at all, simply the

existence of the sand.

0 Me . Faprpelly  what apre the small numbers lying nefween

T o
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FARMINGTON, N. M,
PHONE 1325.1182

BANTA FE, N. M,
PHONE 983-3971
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each well designation that are inside the zero contour 1limits?

A That is actually the thickness of the sand as plctured
from the electric logs.

Q You testified that anywhere on the map which is outside
of the zero contour had zero thickness?

A Had zero thickness.

Q Mr. Farrelly, were there In some instances two inde-
pendent bodies of sand counted?

A Yes, in the examination of the South Tocito-Blanco Field|
we found that in this portion of the Gallup there were Iin essence
two separate sand developments. We totalled these agaln, approachs
ing the benefits of given gross sand, as a later exhibit will show

]

hat actualiy what is producing from the Compass Gas area over 1in

ct

26-7 Compass Gas area is actually Just the top sand at the South
Blanco-Tocito Pool e2nd equivalent I should say to the South Blanco-
Tocito Pool. 1In order to Jjust reiterate what w: have done, we havdg
prepared thls thing in total of all sands in interval tc give the
broadest possible sand connection. What we have come up with can
well be seen. We come up with one large body of sand setting in
the South Blanco Pooi area and to the north. Tihe sand has not
veen developed to the north and we understand by examination of
the Case File 1420 that the people who are the onerators in that
area felt it had a iittle too low permeability. We d4id not considg

the pvermeability of tne sand at all. 3o we represent one area to

the cast and then another area building up to the west. UWe

@
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can show that by the well in the northeast of Section 3 of 26-6,
the well in the north--actually it would be in the northeast of
Section 10 of that same township and range--but the two feet
represented in Section 1 of 26-6 and by the well located in
Section 23 of 26-b6--pardon me, 13 of 20-6--these are all zero
wells in céntouring this thing logically. When I say Zero except
for the two feet represented up here, I mean there is no sand at
all present. Thls is in essence a three point picture across the
area. Any pinching or anything would represent no sand across
the area. This forcés us to draw a blank spot 1n the area--an are?

of no sand and demonstrates there is in essence two separate sand

pods.
CROSS EXAMINATION
BY MR. UTZ:
Q Let's go through the streaks again. Either you are
wrong or I am wrong, I om nct Suré waich.
A On Section 1 there is two feet of sand, Section 1 of

20-0. In Section 3 in the Norlheasl there is no sand. In Sectlon
10 the well in Section 10, of the same township and range, there
18 no sand. In Section 13 there is no sand.

o Well, now that is where 1 left you. This would be 13
over here.

A 13, right above 24 of the same township and range. And,

Mr. Examiner, what T am referring to in vart.cular are the three

wells that are Zero and one well golng to practlically zero, having

®
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two feet of sand, and the three points of the three zero wells
would cause us to contour these two separate units. It should alsd

11 AP A
e A
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ocito. In the area again, going from Section 9 of 26-0, where

=3

you have 16 feet on down to 5 feet and eventually to the South to
zero feet, we have established a rate of pinch out across there.
If we do carry the same rate of pinch out around you will note we
have a decrease in the sand from the Tocito on westward. When you
come to the Compass area, you have an increase 1ln sand as you go

westward from 8 feet to 12 feet. We have a decrease to the West

a
(=3

-t
+J
e}
o

tc, incrcase o the woest i the Compass, which again would

lead us to balieve that there 1s no sand in between the two fields.

e What are those wells completed in?

A The wells in the Compass area or other wells?

a These wells that you have described..

-A They are Dakota wells which penetrated the Gallup forma-

tion.
~EDIRECT EXAMIMﬁTION

BY MR. STOCKMAR:

0 in each case you did have a log avallable?
A In each case I did have a log avallable,
MR, STOCKMAR: Any further questions?
R, UZ: No.
o Mr. Farrelly, in describing your cqualifications, you

indicated a degree of familiarity with the Gallup reservolir and

the entire vasin. From {his experience, are there any further

®
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conclusions you can draw with respect to there being two fields
here?

A I would like for the Commission to note the fact that
Totah and Cha Cha are just about a mile apart, prqducing from like
sands. They are considered by the Commission as two separate
fields. It 1s very possible in the depositlion, the strike valley
type of deposition we get in the Gallup, to have two separate
fields, less than a nmile apart but in essence two separate sand
bodies to be treated as two separate sand bodies. I would also
like to note again sand as such were found on a log. Thtc areas
can be as far apart as 10 miles or 15 miles and you will see a
like similarity in the Gallup sand so that the fact that the log
characteristics in one area are the same as that in another area,

it does not necessarily make it the same pool.

G Mr, Farrcily, hove you prevared a4 cross section AA
Prime? Assuming your answer to ve yes, 1 would like to have L¢
marked for identification as Aopplicant's Exhibit 3.

Fir. Parrelly, wouid you pilease idenvify Exnibit 3 and explain

A ExXnindit 3 is a West-¥ st Stratligravnic Cross Sectlon,
which has a datum at the top on tne Segnastee, Tne most of the
secvion L1s represencved on the ecrliier two exnibits. It will be
noted tnat the sectlion wasn't carried directly into the voundaries
of the South Blanco-Toci*o Pool &s i came eastiward. I went uo

norin of the actuai voundaries of tne fleitd., 1| wilil endcavor
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- ‘ to explain why. Starting with the Compass Well in the section on
‘the west end at A of the cross section, you will note the log
- characteristics and the sand characteristics of the Gallup

formation, the lower Gallup formation. Then as we come 1into

the E1 Paso NCRA Well, Section 3 of 206 North, 7 West, we lose

FARMINGTON, N,
PHONE 325.1182

the sand characteristics completely. We instead have replaced

with siltstone. As we come back, or as we come further east into

Section 36 of 27 North, 7 West, the zone is o0il in the Rincon No.
1 Well. We again pick up sand and going into Section 31 of 27

North, O West, we again have the sand characteristics. What

we did, as I have explained earlier, while talking about Exhibit

No. 1, we attempted to make a cross section across the strike

ared, gel a crouss seciion normal to these two sand buildups.

SANTA FK, N. ¥,

PHONE 983-3971

In doing this, of course, we show sand in the Compass area going
£o no sand in the NCRA Wel! and then coming back into sand in
tne Rincon area. I can show the commission and we have the 10gs

available the cross section can ve carried down below other

v

sections in South Rianco area, in the actual field ared. The

<
o

same sand conditions exist and can ve carried on acro

w

DEARNLEY-MEIER REPORTING SERVICE, Inc.

B

nat

~

MR, Ul%: Your testlneny then is, Mr. Parrelly,

<

ALSUQUERQUE, . W.
PHONE 243.669)

THE WITNESS: Tha®t is correct, sSir.

FR. STOCKNAR: Mr. Sxaminer, would you care £0O see any

gdditciopnal logs lald vy tnis to snow this correjation?

L
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MR. UTZ: I don't think so.
Q To reiterate again, a cross section.was designed--one of
the places of that cross section was taken and designed on that

going to sand, to no sand, and béck into sand again. So that

+ho Onammd
AL N NP ALMAY

ssion moy be able Lo appralse vie laci Lhal there is
actually a zero sand band through tl.e middie of these two areas.
Does this study further confirm your stated opliniuu that no sand
body exists between these two developed areas?
A Yes, it does,
Q Mr. Farrelly, were Exhibits No. 2 and 3 prepared bty
you or under your supervision?
A They were.
MR, SPTOCKMAR: Mr. Examiner, I ask these exhibits 1, 2
and 3 be accepted into evidence.
MR, UTZ: Without objection, Exhibits 1, 2 and 3 will
be made a part of this record.
MR. STOCKMAR: Mr. Farrelly is évailable fcir guest ions

by Mr. Examiner or others.

RECROSS EXAMINATION

BY MR, KELLAHIN:

(PHONE 243.6691

ALBUQUERQUEK, N. W,

0il Company. In connection with your oreparabtion of LEXiilvi? i,
did I undersvand you correctly to say cvhat the Tocito 0il Pool

is downdip from the Compass Area?

O Yes et aid alr

@

Gty o EANR W L

L M

Mr. Farreily, I am Jason Kellahin. I represent Caulkins
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e Assuming that the Toclto is a solution gas drive

reservolir and then assuming again fo: the purpéses of this

question that there is a connection between two zones, it would

be normai to expect you would find a gas cap at the upper zone,

would it not, at an advanced stage of completion?

A If the reservoirs were connected at all, yes, sir,

you would, but as described in our direct testimony, we don't feel

we have any evidence vprepared that the reservoirs are even con-

nected, and should be treated as two separate units.

G You do find gas in the Compass Wells?

A Yes,

we do.

) Referring to your Exhibit No. 2 where you cut off your

zero isopach line, what control did you have between the Tocito

area as you described it and the so-called Compass area?

A I had the controls of the wells that I pointed out in

direct testimony. Also. T was very surnrised
examination of the Caulkins ang E1 Paso files

their zero lines were the same practically as

testimony.

(A That tTestimony was submitted nrio

Compass wells,
A Yes,
e And
A No,

Section 1 and

was 1t not?
sir, it was.

they had no control

sir. They did nave control

in Section 13.

A e
PRI P IV R VA

Case 1420 that

3

3
L

mine in the old

that direction, did they7

in Section 30, in




.

Q Thit would be on the other side?

P
AR S s e Sp— . i

A On the west side of the field, theyfdid have that con-

trol. They did have those three well controls.

~ ig G  They did not have the benefit of the information ob-
z - .

‘; §¥ tained froms the Compass Wells?
ou

™ §§ A No, sir.

- Q For the purposes of your testimony, you treated the

et

Tocito and Gallup as one and the same formation?

A Yes.

Q Although it is defined as a lens in the Maucas shale,
is it not, the Tocito?

A There is a great 4eal of discussion going on amongst

all geologists. Actually, Toecito or Galiup sand builldup, all the

SANTA PE, 8. N.

PHONE 983.3971

buildups are actually lower on any previous sand accumulations

overlying thc Cariisle unconformity or hiatus between the Carlisle

and any niatus and these things, as I mentioned Just previously
in the testimony--actually probably this i1s the consideration of

most geologlsts--are probably strike valley sands and are

actually sands that are quest of valleys of this unconformity.

DEARNLEY-MEIER REPORTING SERVICE, Inc.

o Now, as 1 understand your testimony 1n regard to

Exhibit No. 2, you pointed fto certain wells inside of the area

ALSUQUERQUE, N, W
PHCINE 243.6691

as being wells which had no sand develLopment,

A Inside ot the Tocito area, inside the area zero line.

-~ You said, for example, one of the wells had two feet.

7

You wonuld considey it as no sapd at gall?
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A That well I referred to, I believe is outside the pool

_limits.

Q It was outside the pool 1imits in the northeast section

A I will correct that statement, The wells have datums
inside the pool areas, no footage marked. They are not zero, they

are Jjust wells that we d8id not have any data on, we dld not have

the logs.
Q You don't say that they have no development?
A No.

Q Now, do you say the El1 Paso NCRA 1 in 1 had no sand
development?

A Yes, I do.

Q Did you compare the log on that well to the logs on
our other two Compass wells?

A Yes, sir, I did.

G You still say there was no sand-development?

A I say no sand. There 1s probably siltstcone dévelopment,
which is very characteristic in the Gallup.

o Did ,sou take into consideration permeability at all in
defining your sand zone here?

A No, sir, I did not.

e Did you have information other than the logs on tnis
El Paso NCRA Well?

a L have the Jjggs and completion data. as repaorhed by

.....

L
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service.
Q You had no core information?

A No.

Q Why do you not'considef then that the development below
the point you show that sand development as being sand?

A I ©ola you, si:, that in selecting a parameter for this -
wevselected the logs on the two production areasi we considered
those sands since we had examined those sands in the drilling of
the wells in cur area and we are able to make an apalysis. We
could have set up a set of parameters and really not have been
fair to your people. We could have stopped at over 50 ohms or
5 million ohms, but we didn't. Instead we attempted to use the
overlay theory to just get as gross a pick as we could of these

things and I am just sorry to say the NCRA well would in no way

IMMicrolog demonstrates vorosity bubt not permeability.
Q How dld you determine gross pay 1in These olner wells?
A I didn't call it gross pay, 1 said gross sand. 1
determined 1t from tne E log or the inductlion ES log.
o Mr., Farrelly, did you Know that there is a gas cap

development in the Tocito reservoir?

A T noted that iu examining the past exhibits in the field
L _sxaa ;i8°’”anda‘£ thnat 3701 neonle did drayu.a Zas cap tbngngb anprngg_

! g

overlay.
Q The microlog shows permeabllity in that zone?
A I don't think the microlog shows permeability on any well.

|
3

e
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mately the southwest edge of Tocito. T did note that.

Q And what date was that exhibit-thac;§ou were referring tqg

A I think it was 1959 Exhibit, I can't recall.

Q | You havei'i made any investigation since that date to
determine whether there is a gas cap and to what extent it may
have grown since '59°?

A You mean on the South Tocito Pool itself?

Q Yes. |

A Just the investigation that my people have told me and
T am not prepared to testify in Engineering things; on the accum-
‘latives, and so forth that they have rounded up. They haQe told
me that in the injection program that is presently goling-on, the
pressure maintenance ovrogram that some of the wells, of course,
that had been high gas - oil ratio wells had been»converted to
inject wells as such. I couldn't definitely say that I have ex-

plored the exact size of the gas cap and how far i1t exranded.

4

had just general conversation with my peoﬁle,
MR, UTZ: Any other guestions?
MR. STOCKMAR: Ir, Examiner, the record might be clear L%
we identifled the map to which he is referring to Case File 1420,
MR, STOCKMAR: Mr., Farrelly, 1s the map vou refer to
Exhibit A to a letter of E]l Paso Natural Gas company of April lst,
1959, addressed to‘the Commicsion and others, signed by Mr. C. L.
Perkins, Vice President?

THE WITNESS: Yes, sir, it is,

®

e




- e o

SR Y, T . : .
e SRR e T gl e T

-— PAGE 20
N MR. UTZ: Are there any other questions? ;
.!,h»' Ll - l v . E
L MP.. STOCKMAR: I do have one question on redirect
’ #{ ' F examination if there are no others.
: ] . .
- - i . A
il [ . iy MR. UTZ: ‘Any other questions of this witness?
o — :i‘ .‘:‘ .
B
§8 | BY. MR. UTZ:
1 gu
e g !é Q Mr. Farrelly, the well in the northeast, northeast of
-, - .
; — )
. - Section 1, 20-7, I velieve you stated that was completed as a
P4 5] .
. Es Dakota Well?
T
E A Yes, sir, I did.
i
L n Q But you show two feet of Gallup pay?
b4 u
r == A Yes, sir.
i1 By .
B L
P R s§ 0 Tt was not completed in the Galiup?
‘ E T
55; A No, sir, 1t was not.
K N =
& e Now, the well down in northeast corner of Section 13,
X
EE the same township and range, you inspected that log and you
:? found no pvay in the Gallup?
;q' A No, sir, I Gid not.
= 0 Now, in the southwest portion of the South Blanco-
:: ;f Tocito Pool, do you have all wells whicn were dipped through
-
~
§¥ the Galiup plotied on the man?
H
¥
A Yco, Gy, as fAar as L know, I do.
L So you can be sure that there were no gas wells in
the southwest portion of this pcol?
A Yes, sir.

&
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o In- the Gzllup?
A Yes, sir.
Q Now, the gas wells shown in the northwest portion of

the pool which you have net pays marked, which I presume are

Gallup net pays?

A Not net pays, they are sand, sir.
Q Gross sand?
A Yes.

Q Are those wells completed in the Gallup?

fe =]

The welis with circle around them are the Dakota
completions only.

o) So that in the northwest portion of this nanl  thers
were no Gallup gas wells?

A No, sir.

Q Do you have any information as to the gas-o0il ratiocs

of any of the Gallup wells or Tocito wells in Section o or 7

pCriion of Uiie pooul c¢hat is nearest to yoﬁr area?

A Yes, sir, we have the latest gas-oil ratio,.

1Y) I imagine oun Caulkins welils?

A Yes, sir, in Section 7, the D unit well 1s not GOR
llsted, 1itv is a porder lnjection well as shown.

In Section O, tne P unit well, which is an El Pasc Natural
Gas Products Company well, has a GOR of 1005 reporiu. Alsc, in

Section o, the F unit well has a GOR of 17,400 report.

G Those wells are orel.y nign

—

09

as-01l ratio for an olil
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pool, aren'ty they?
A Yes, 3ir, they are.
Q Do you have any idea as to the gravity of the liquid

produced in South Blanco-Tocito?

A No, sir, I do not.
0 Are your wells producing any liquid?
A Yes, sir, their condensate and gravity 1is up around

49 degrees.

Q Do you have any GOR's on your well?

A Yes, sir, I do. Mr. Utz, I would like to call your
attention to the fact that actually if the wells in the northwest
on the structure map of Section--pzrdon me--in Section 5 is a
Tocito-Blanco and wells in the northeast portion are further
downdip even than our wells and actually structural strike with
the majority of the vools.

- ¥cs, 1 understand that,

A On the 13th well located in Section 3 with the box

around it of 26-7 is the Compass Expl

®)
vy

2fticn, Inc.; 1-3 GOR is
30,833. Tne well in the east--the easterly most well in Section

i of 20

=

18 recently nooked up; the western wmest well 1s not on
the line shaft &as yet. The GOR on tne 1d, whici. 15 the well in

the northeast of Section 4 is 100, 450,

8] Botn of those wells produce the same type of fluid?
A Yes, sir.
o Mir, Farrelly, hsve you done any subsurface work on any

@
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other Gallup areas in San Juan Basin?

T S R A Yes, I have.
= ' n Q The results of your studies show that the Gallup
. i
= - *§ | iuvariabliy follows the Trend directly and tend to cut across
ic .
EE the trend in there?
hS §§ A In the entire basin which I refer to as area inside
. ]

the Mesaverde outgrowth it will follow the strike except for a
slight cocking. Now this change in attitude has been caused by
late structural movement of deposition of the sand. We feel
sand was deposited along the strike and late structural movement
caused some cocking. When you see a structure contour map
without a tilt eliminated, you will note sometimes they run

5lightly obllguely to the strike,

BANTA FE. N. M
PHONE 883-3871

@ Is 1t your contention the fact that there ére some 100
feet difference in contours between the South Blanco-Tocito Ponl
and your area, that there would be no connection? That is one of

your contentlions?

A Yes, slr, there are no connections, through reservolr

DEARNLEY-MEIER REPORTING SERVICE, Inc.

1

|

. : ‘ \ . |
connections as such. The sand does not exist in between. l
MR. UTZ: Does Caulkins lntend to put on any testimony? |

\

MR. XKELLAHIN: Yes, sir.

ALBUQUERQUE, N M
PHONE 213.6691

MR, UTZ: Are there any otner questions of the witness?
The wmitness may be excused.

REDIRECT EXAMINATION

BY MR, STOCKHMAR:

®
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Q Very briefly so the record is clear. Mr., Farrelly,
would you refer to the four wells marked Dakota Completions on
Sections 13, 14, 15 and 15 of 206 North, O West, around which
pern circles have been drawn. |

A There was error in the plotting of our map.

Q In essence 1%t is a Dakota only completion and not a
Gallup gas coimplec.on?

A That is true, sir.

Q ir. Farrelily, in one of Mr. Utz' questions about the

well in the northeast quarter of Section 17, 26 north, 7 west,

he asked you if that had two feet of net pay and you answered

FCS. IS That joup answery
A No, sir, if I answered yes to that, I was wrong. It

should ve two feet of gross sand.

s N 1

R, OROCKIAR: hat Lo all tho quesvions we nave.,
L UTZ s An o otner ouestiona?  The witness naly ne

crecused.,

Q To your Xnowledge is there any production in the Galliup
througn that well?

A Mo, sir.

8] Lr. Fareelly, Ls Uhnwre any ¥ay in which TtThe net pay oy
any def nitlon could ne larger than Lne grozs sand, ag jou nave
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would like to reserve the right to make a statement at the
conclusion of the matter and put on rebuttal testimony.

MR. UTZ: You may have that permission. You Jusf
have the one witness at this time?

MR. STOCKMAR: Yes, sir.

A, H. HOLLAND

a Witness, called by the 0il Conservation Commission, having
been first duly sworn, was examined and testified as follows:

DIRECT EXAMINATION

BY MR. KELLAHIN:

e Qtate yonr nama,  nlease,

A My name is A, iH. llolland.

Q By whom are you employed and in what position, Mr.
Holland?

A I am Manager of Production for Caulkins 0il Company.

9} dMr. Holland, are you a Petroleum Engineer?

A Yes, 1 aw a graduate Petroicum Englneer,

o Have you testifled vefore Uhe 01 Conservation Com-

mission and made your quallifl’ ' catlons a matter of record vefore
Lhe Cominlssion?

A onave,
dave you nad any cxoperience fn the 3outh Bianco-
Tocivo Pool?

4 Yes, siv, nave followed vhie qevelooment of U

o PR vy e Dy ey Ee fe 4T ey oy e e - . - ~
oy apnroXimately viie oast ten yoars,

he pool
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Q Were you connected with the development of this pool
practically from its inception to the present time?
A That is correct, from about the second well completed

in the pool to the present.

Q Have you had actual field experience in this connection?
A Yes, I have.
Q Have you had anything to do with the pressure main-

tenance program which is being conducted by Caulkins 0il Company
and was conducted by its predecessor in this pool?

A Yes, I have. I handled what was involved in the
initial engineering, nave followed it to the present time.

MR. KELLAHIN: We submil Lhe guaiifications of this
witness.
MR, UTZ: He is qualified to testlfy in this case,

Q Referring to what has been marked Exhibit No. 1, Mr.
Holland, would you identify that exhibit and state how it was
prepared?

i Bxnibit 1 is a structure contour mao on the top of
vhe Tocito sand. The map was prevared under my supervision py
crxomination of elecicric logs,

In ccnnection with the picking of the top of the Tocito
sands, Mr. Holland, 1s tnere a well defined electric log marker
winich can ve picked for cthe vurpose of identifying the top of

tne sand?

A Yes, tnere is. By correlatlion of logs, I experienced

®
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no difficulty in picking the top of the sand. There 1s also
above the sand there about 50 feet or s8¢ therg 1s a conductive

member in the Maucas shale that can be traced out throughout

a vVery

v hrnAanA oanaa
v oroe2d are

Q Is that marker uniformly 50 feet above the Tocito?

A It varies just slightly, not a great deal, so that
the sand can be easily identified. In connection with this
contour map, we have had contours on the Tocito production
for a number of years. At the time that the Compass' first
producing well that they had located in Section 3 was
drilled we compared this log with the logs of our Tocito wells,
extended our contour map over to the area and this, to our way
of thinking, was just an extension of our Totvliio sana ana
extension of the South Blanco-Tocito gas cap.

e Do you agree wlth the testimony of Mr. Farrelly to
the effect that the Comuass wells, which are the subject of
his hearing, are lLocated nigher on the structure than the
Soutn Blanco-Toclito wellis in =ne original port.on of the pool?

A This exnlvlt sr ngs chat ouv. It illustrates that
they are located at a nigher structural ‘evel. To us 1{ justy
anppears a continuation of the oresent contour vatiern over in
tne tocivo Gil Pool area,

. Do you nave anyining furitner to add ‘n coanec. ion
with thils particular exnibit?

4 No, sir, 1 do not,
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Q Now, have you had prepared a cross section showing
some of the wells involved in this hearing? I am now referring

to what has peen marked Caulkins Exhibit No. 2, -would you ldentify

that exhibit and state what is shown thereon?
A Exhibit 2 1s a comparison of the electric iogs of the
Compass Federal Lindrith 1-3, the Caulkins T-123, Caulkins T-129.
The red line on the cross section indicates that conductive
member that I mentioned, that is traceable throughout a wide
area. There are also other points on these logs. You can look

at them and practically lay one log right on top of the other.

The upprer resistive members, there is very good correlation

the Tocito sand indicated in general on the Caulkins T-123, as
compared to the Tocito sand indicated in general on the Compass
FPederal Linaritn 1-3. They are both almost exactly 50 feet below
this conductive member. They look practically exactly alike on
the logs eXxcept for perhavps a few feet of thickness. I would

like to volnt out tnat our T-123 well was a gas weil.

-
cr
@

-

located in the gas cav Lo the Tocilto Reservoir. To us, it just
looks like tne sand extends over Iinto the Zomcass area and they
ar uproducing from this Tocito gas can,

.

viouiw you locate Tthe T-123 well you referred to as

beine cas well located ‘n the gas can?

~

\)

T-123 norineast ouarter, Section 7, 2u North, o West.

3>

Tne Compass RFederal nindrith 1-3 s located in tne southwest




e

DEARNLEY-MEIER REPORTING SERVICE, Inc.

N, M,

PARMINGTON,
PHONE 32%5.1132

BANTA FE, N. M,
PHONE 883.2971

N,OM

ALBUOQUERQUE,

PHONE 243.6691

PAGE 29

quarter of Section 3, Township 26 North, Range 7 West. And the
T-129 is located in the northwest quarter of Section 9, Township
256 North, Range © West.

Q T-123 vou indicated was a2 gas well which was located in

the gas cap in the Tocito Pool, is that correct?
A That 1s correct.
Q It was a gas well when originally completed?

A Yes, it was. I don't have the initial potential. As I
remember, it was 4 to 5 miliion cubic feet. It was an excellent
gas well.

0 That is the same well that Mr. .Farrelly referred to
now as nelng an injection welil?

A It is a water injection well.

A} And while we are on the subjsct, it might help if we

discussed the T-111 in Section ©. Is that the correct number of

that well?

A Yes, that is correct.
8] What is the sittuation in regard to that well?
I It is also a gas injection well--{ mean a water

injection well.
o And wes LU conwleled as an 0Ll well?
A It was a very high ratio oil well.
Al Do you recall wnat the ratios on that well were vefore
it was converted Lo water injection?
A I don't recall exactly. It was a very nhigh ratilo

well, As a guess, 1 would say in excess of 25,000 to il.
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Q Is 1t your practice to produce in the South Blanco-
Tocito Pool Gas Wells, which are in the gas cap of the pressure
maintenance project? :

A We have never produced T-123.

Q You never produced it?

A It was a shutin well.

S And wnen a well represents a high gac-oll ratlo, what
do you do with it in this pool?

A Well, we nave produced and are producing in wells in

excess of 2,000 to 1 limits. We were regulated by the Commission.

We are under a gas-oil racio limitation.

=

G Now, getting back to our Exhibit No. 2, Nr. Hol

ar

=2

~

would you say tnat this exnibit reflects a uniform sandkmemcer
going across tne arca covered by this cross section?

A Ve think so. There are sucn good correlation in the
experience that I have had in this and other areas, correlating
cleatxic loms. ¢ don't velleve T have ever worked with an area

F T U S e P N T
ClGL corrciaved as well gas o onns one,

. Vou heard tre tostivony of e, Fuarrelly n regard TO
the eoneluslion ne reacned that ou would cxocat to find corre-
Lavion beotween (Gallun sand memoers, although whney may not e
ronnocLeds DI o noar LhAL Tosulion?

; Youu, axd.

ATe wvou n apceercnt wiin that conciuslion Iln thip area?

A inotnilo osrcs, -oweyy o aefinlud LT Lne Uomgass
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wells are connected to the South Blanco-Tocito reservolr.

Q In your experience with the South Blanco-Tocito
reservolr. have vou ever found a situation such as he has
described, where there is the intersection connecpion between
the areas, as closely located as these two are?

A Not to my knowiedge.

Q

L

Have you anything furtner to add in connection with
Exhibit No. 2?

A I have nothing further.
8 Referring to what has been marked Caulkins Exhibit

<

No. 3. would you identify that exhibit and state what is shown
thereon?

A Exhibit No. 3 is an electric log cross section of the
Compass Northwest Lindrith 2-4, the Compass Northwest Lindrith
1-4, and the Compass Federal Lindrith 1-3. And this exhibit
is intended to show that the three wells are producing from a
common source of supply. chinik if you examine the exhiblt,
vou will find that the Tocito sand is a 1Littlie lower in the

Maucas shalie section for the 2-% well as compared to the 1-3%,

the 1-4 Tocito sand. It is lower in the Maucas shale section

arain wnen commared with Federal Lindrith 1-3.

o Have you examined the 1log on the EL Paso NCRA No, 1
Well?

A Yes, 1 have exanined that log.

o Do yon have a cony of fnab log here?

o=
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A I have a copy of 1t with me. And 1n this connection,

I cannot understand the reason for making a division of the sand
that was made in the Compass Exhibit No. 3, I believe it is.

Q Number 3?

A Number 3. I think in correlating, if you will use,
especially if you will use one of the other wells, one of the otheﬁ
Compass wells, say the Northwest Lindrith 2-4, that you find that
sand section correlates with the lower member of the El1 Paso
NCRA No. 1 Well and that there would be no way other than to
connect thiese sand thickness lines.

Q Mr. Holland, would you step over to the Examiner and
point out to him the correlation you were referring to?

A I will., I want to show on their Exhibit 3 where they
have discontinued there sand .sopach lines, saying that there

or

e

Cu

was no sand in the well, This ig the

2.3
L

Q)

weil av
sevarated the area. Tnis is the log of the well, the El Paso
Gas Products NCRA-L. I would like to show you how 1t correlates

with one of the other Compass wells., Here is the same little

conductive member that you ecan frasce Shroughout the area. IF

' 2

you line 1t un witn the conducting memver there, there is no
guestion that tney
witn that sand. S0 my contention is that lsopach map should have
veen contlnuous.

CROSS EXAMINATION

v

BY MR, UT4:
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A Yes, sir.

Q This is the member here, right here, that they are
showing on thelr Exhibit 3°?

A That is right. The prroducing section in their wells to
the west 1s lower in the Maucas shale and correlates almost
exactly with the sand section in thig El1 Pasc Well., S50 to my
way of thinking, there was no reason to subdivide that 1sopach
map in the manner it was presented.

REDIRECT EXAMINATION

BY MR. KELLAHIN:

Q I hand You what has haen marlked as Coul

b and ask you if that is the log of the El Paso NCRA Well No. 1

to which you have been referring?

A Yes, sir, that is the log that I have been using as a
comparison.
i~ Now, Kr. Holland, you heard the testimony of Mr. Farrelly

}_J.

in conclusion, stating that there is no reservoir connection be-
cause the sand does not exist between the South Blanco-Tocito Pool
and the Compass Wells. Do you agree wlth that conclusion?

A No, L do not. I think that alithcugh there are no

wells drilled in the interval vetween (zaulkina T-123 thzt thor

93

o

is sueh good log correlation over that area that 1s one and

tne same sand menber,

© MNow, assuming that it 15 one and the same sand

Lo - 4
vitue v

ure,

w

O 11

member, Mr, Holland, and since it is higher on the
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would you expect to find a gas cap in the area of the Compass
well?
A Yes, we would. The only gas well completed as such

in the Tocito reservoir is the highest well that we drillled.

Q Which was?

A T-123.

Q And ycu do not produce that as a gas well?

A We are using it as a water injection well.

G Now, assuming that this connection exists, which you

have stated, would production of the Compass wells, as gas wells,
have any adverse effect upon the pressure maintenance program
being conducted by Caulkins 0il Company in the South Blanco-
Tocito Pool?

A Any well that is allowed to produce unrestricted in
gas cap will affect an oil reservoir, irregardless of whether
you are injecting water or producing under a gas cap expansion
drive.

9] An adverse effect would exist whether you have Dressure
maintenance program or not, is that correct?

A That is coyrect. Our opinion and recommendation is

Should thew be regulated under Lne ruies of Joutn
Blanco~-Tocito Pool?

3 T e § M . LY -~ - P M 1 - . PR

A we velleve they snould, jyes, Sir,

A Slow, fhese welis are penoved at come dlsvance frow
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your nearest-injection and producing wells, isn't that correct?

A That is correct.

Q Based on your experience with the South Blanco-Tccito
Pool and vour familiarity of the p?oducir* characterisiics of
that pool, would the production of the Compass wells have an
adverse effect on your pressure maintenance program?

A They would have, unrestricted production would decrease
our ultimate o0il recovery.

Q In your opinion that communication across that area

which would affect you?

A I believe so, yes.

8] Do you have anything further to add to your testimony?
A No, sir.

; Were Exhibits 1 through 4 prepared by you or under

your supervision?
A They were vrepared under my supervisicn.
vii. KELLAHIN: At this time I wbuld like to offer in
evidence Exhibits 1 througn 4.
MR, UTZ: Vithout objection, Exhibits 1 {hrough i
will e cntered into tne vrecord of thlis case.
RISCROSS EXAMEINATION

BY iR, UTZ:

— e e

~ -
[

Mr. Holland, what 1is the gravity of fluid producing
in South Blanco-Tocito Pool?

A That gravity ranges from 42 to 45 API.

@
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- Q And the fluid in the Compass area was testifiad to as 4979 1
o A Let me elaborate a little on our gravities in producing i
% :
& n T.123~-I1 am recalling from memory--but the liquid from that was i
N 3
- s | nearly white and as in many of our wells. it was a gas cap encrosck- %
cr Z- ‘ :
! 55 ment the gravity would lncrease. I have no figures to show you but |
- gg o N ’ j
. g t? | I know that to be a fact. And if we had produced that well T-123, :
NS ?
~ N ‘ ) :
e . our gravity would have been well above 42 to 45 range that I gave g
- e % |
- Eé you. |
o o 0 T-123 was the only gas well that you drilled on the
- =
) west side?
W
' EE A We drilled there and quit, yes. sir.
&~ Uk A
- & Ie MR. UTZ: Any other guesticns of this witness?
m
Q it
é £y MR. STOCKMAR: Yes, I have, Mr. Examiner.
(<}
=
BY MR, STOCKMAR:
= Q  Mr. Holland, referring to your Exhibit 3, you have
€3
:g colored in green certain parts of the log there. Would you tell
.
N
Eﬂ me what the significance of that is?
—
Eg A Wnat I coiorred 1s just a portion of the resistivity
= i- curve on the electrizc log
gg A What is the significance of coloring just a portion of it?
Sw
39 A I colored Lt orincipalily for ldentification.
it
o) You seem {o nave colored only the resistivity above
a cervain point. ‘hat voint is that? There is a legend on too
of Exhibitl 3 here?
A I colored, T velicve, above Lhe 50 oam line
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o} We - refer to your Exhibit No. 4, which is the log then
of NCRA well and refer to the part which you have ildentified as

being the same sand, does any part of that kick on the curve

there exceed 50 ohms?

A Well, 1t looks like at one point it 1is a little over
50, but not very much.

Q Would you identify for me the place on the 1log we are
talking about?

A This is it right there. That looks like it is .just
barely over the 50 line.

0 It looks 1ike it just touches on it, maybe a line

possibly penetrates it, i3 that the one?

A Thils 1o i vne rlg,ixb Lere,

a Would you identify the depth measurement of that,
piease?

A That logs about 5.45.

) 5645,  And what does the wiggle on the right-hand side
of the curve necan on a Log of this king?

A That is & resistlvity measurenens,

0 Wnat does thatl tell you aboul the formation that you

have nenevraved and logsed?

I

A Ly is simoly an electricalr measurement. In some cases
Lo owould indicate oll or hydrocarvon production. You would say

nydrocarpon fliulds were present wnlch would influence reslistiviity.

& Lt measures sone kind of fiu'd in tine formation, is

2
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that it?
A it measures simllar resistivity.
Q Then the absence of resistivity would indicate no

fluid present?

A I didnit say that. I said you could--in areas you can
use resistivitv as a cocrelabion measure. By That, 1 mean if

you measure an oil and gas zone or log an oil and gas zone,

such as Tocito, you actually produce hydrocarbon fluida from

it.

You measure the resistivity of an offset well or well in the

area, the resistivity then is a guide in neiping you correlate

and possibly an indicator of whether 1T yould be on hydrocarbon

. -1 . * . 1
[SIRVIVIVIGRVETR 8 RV,
Q Don'ft pesistivities in some way mcocurc the TorooSity
i o 3 3 < ¥ i
or cand or reci, whatever it is you have encountered?
- o . , .
A I have never used it as such, no, sSir.
1 N -l i 41 - . 7 = 5 L ~ . 1
8] well, doesn't the reslistivity measure sonme of the
LT e L - A . T P . PN s v T -
aviliivy cf Che rock TO 28083 vhe eidtir:ce currentc?
- o S PN N A S C R N RS I T TSN e o
Y TC LS @ pred. st vaeey 04 Cne oCH, oSNy elie.
I Sl y e . N - Fe s -
- LLoonas NnoUd ¥ w0 a0 Wio g 1rlusa vnc S or
L1300 not me in the roclk, o Lthau correliy?
o107 Ay b / N N s A i foy
S, A0 U , LU MGG LG, o Lan
POSIU Vel SES WU Ures o0 fluld Lo walre,
-~ . . - s FA TN . P - P ooy
& Adntt asa Lnnt Can SANEECIE S vz at vne Lower
Lhe resistlivit, thoe lower whne ooros’uy ol the rocll?
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Q Well, it it true, Mr. Holland, that the maxlimum

‘resistivity on this seems to be the cutoff point that you have
used on your exhibit for ecoloring 1n green the kind of
resistivity there?

A I could just as we¢ll have colored the other side of

the log, the SP which is indicative of porosity.

Q You have talked about the Tocito sand, what do you
mean when you say '"sand"?

A Well, Tocito sand stone is the formation that we are

producing from and in South Blanco-Tocito Pool.

Q Is this a member of the Gallup formation?
A It is a sand member in the Maucas shale section.
G Is it fairly uniform over wide areacs? Does it extend

in all parts of the basin here? Is it limited or its lensing
or what?
A The oil productive portion of it 1s there on the mav

you have.

. I am ust taliing about the wmemper, vwhatever 1% 1a,
.8 it a oroad vianket ilie tning of some kind?
A No, not necessarily., This essentially covers the

Tocito sand sectilion.
C Viell, it Is ndt & ovroad bianket of some kind then?

Does 1€ oceur in lenses or nods of some «ind?

v (0 Ly a sand lons
2 Are Lihepe pany of Lnese [n the zenewral vicnity of

g
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the two or three counties here?
A What do you mean “"many"?
Q I mean a number of pods of sand that have been lonscs

of sand that have been encountered.

A Throughout the San Juan Basin there are several
producing sands in the Maucas shale sectiocm.

(8] And each of those others, except the ones we are
talking about here, have been found to be sepafate sources of
supply?

A Those that I know of, There is no way of correlating
witn tne Tocito sand here, as compared to correlating the
Compass wells with the Tocito oil wells.

Q Is it a possivility, Mr. Holland, cthat we do have
TWO Separate lenses here?

A L don't think we do, no, sir.

A Do you have any control whatscever for tying, for

snowing that there is a coniinuity across this three-mile distance

nere?

A The exnlbit{ that we have oresentced.

‘ Is 1€ your Testinony that tne drllling of any well
in vetween these Lwo areas snould ve vroductive of gas?

A Iv is

i~ Du I Lnfgy viien that the L Paso Natural Gas NCRA
No. 1 ozheuwld nave Leen comnleted as o a gas well:

A Wnether 16 saouid or shouldn'i, o don't thing .3
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pertinent. El Paso owns the well, they elected nct {o complete

it as a gas well.

Q Does every place on this Fxhibit No, 1, where yvou

v

nave shown Toclto sand development, siiould that be productive
of oll or gas?
A Getting bvack to this NCRA well, I think 1t would be

productive. T don't know how good a gas wWwell 1T would be, but

I think it would ve productive of gas.

Q Is it possible that it alsc may be productive of 0il?
A I would vredict gas production.
& It 15 nol on sirike practically according to the

Applicant’s Exhibit No. 1, wl

and continuous to our way of

Lt sone 0oll wells that--
that well is some 50 feet higher

fhinking, as compared to gas well

we completed in the zas cayu; vased on that, I think it would
xroduce 3as.
r vhat i1s LT that defines tne vroductlve limits of oh
(RPN I Peyeyi - N v Peele =51 Ny cray el
Y02 ..N0 O, & roun C OGO ¢ooelICBe e yedrs
{\ Thne sand essencially diszpsears wodip,.  Downdip it
seens Lo sraduate grade nuvo fower and lower vermeanillity. Ve
nave soLie wells In 2 one has Indicaved sowe 20 feet of sana.
o 0L a few barrels of oll oub of. e aszipned orona nay Lo
PER P,
1wl
]
othvink e wiont ave Leusitllled LU owas sross @nd,

Nt - N 1 N P PPN (R G, .- RN
D d_you hear e Lestimon chal

an g
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the formation there became siltstone? Do you agree with that?

A Well, in the cburse that we took in the area, I don't
recall siltstone in comparable sections I have made across here.

Q Whatever, it was found that the low permeability would
not give up o0il and gas, is that correct?

A As you move downdips, some wells, I guess that is what
is defined as the reservoir downdip.

Q Why is it impossible then that the same condition
could not exist to the wells as you leave the Tocito Pool?

A Well, our exhibit indicates that there is a permeable
Tocito sand that extends from the western producing portion of
our reservoir to the Compass gas cap area,

8 Well, is this whole project of yours that this is
all permeable sand, based on your study 1 log, whlich is your
Exhibit No. 4°

MR. KELLAHIN: I object {o the guestion. We have
three exhlbits showing logs which have been examined and
correlacved and certainly the witness didn't testify to any such
tning that he vased 1t on one log.

R, STOCKMAR: YWell, he can say no.

A It 1s based on the exhilblits of which there are four or
five different logs and correlated with other logs in our area.
o) Is there any correlation on what you have called
Exhioit No. 3? These seem to be all Compass Vells. That doesn't

N

sanow zny coreeiat op with e Fileid Tocifo Pool, does 147
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A It shows that 1t is a common reservoir between the 3

Compass wells. It shows that comparison of the El Paso Well,

NCRA Well that we have been talking about correlates with the
3 Compass Wells, more specifically with some of tbe wells with
the sand member a little lower in the section, that is what the
exhibit shows.

Q Mr. Holland, you testified that the production of
some reasonable amount.of gas from the so-called Compass area
would have an adversed effect on your pressure maintenance
program. Would you develop that a little more, if you will?
Just how could this happen?

T

2~ " W~ ~
ef nd it is the beliefl ol a

a

"Ja

A Broadly, my basie bel

number of Censervation Cormmaissions that gas production from a

gas cap should be regulated. I recommend it and I subscribe

to it.
Q Let's assume for a moment that there is some connec-
tion across here. What would be the engineering route of some

oroduction from the gas wells that Compass has?
A Tn what way do you mean? You mean the loss of

uitimate oil recovery?

that 1t has an adverse effect and [ want to find out why you

B Well, any depletion of energy in a reservoir in a

£85 cabn area wouid aitect the o0il portion of fthe reservolr.

o This 1s what I am trying tTo get at. You have testified
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. - Q Have you made any calculations as to how much pressure
" i Lﬁ decline or héw much withdrawal that the Compass areas might have
; : o result before iLliese wells coulda have any affect whatsoever,
v i3 [a distance of three miles away?
. ; g.’i A Well, I think that any production would affect the
. b §§ area. I don't subscribe to shutting the wells in. I don't

: - : believe that is the correct approach. I recommend and subscribe
L4 to the idea of regulation.
ij Q@ You have followed the secondary recovery, the program
;

of the Tocito Field for many years. What is your cctimate of

the time in which that program will be completed?

DEARNLEY-MEIER REPORTING SERVICE, Inc.

.~
Ix . .
% 0 A I nave made no estimate.
ia
E% Q Have you testifled in previcus hearings on this
] =i
ot particular matters
A As far as the time elemenc is concerned, I don't
pelieve I have.
Q Do you have any rough estimates or are we talking
anout two years or ten years or {ifty years?
ig A 1 don'%t know.
3
w o
§: o) Have you made any economic projections of any kind
-
J ) 1 .
az w.tn respect to the secondary recovery mechanism?
<
A I hrave made reserve calculations., It i1s a contilnuing
study.
) Have you made ary calculations wit: respect to elements

of precovery you nope Lo obhain?

®
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A Yes, we -have and it has been presented in other hearings,
Q Assuning, M. Holland, that the recovery program will

be completed in, say, three years, what possible effect would

some production of the Compass wells have on that program?

A You mean now?
Q Yes, sir, or three years from now.
A Its unrestricted production would affect ultimate o0il

Q Are you saylng that within a three-year period the
Compass wells would have created a drainage pattern of some

kind that would reach 3% or 4 miles?

A What kind of production are you talking about?
Unrestricted?
4] Say unrestricted production te pipeline--restrictions

of some kind.
A I Lestiflied several times, abouft three times that is

ynat I velieve,

-

3 Is that equivalent to testifying Conmpass wells wil

o

drain 2 or 3 or 4 millidarcies in a three-year period?
A I think the situation here isn‘t any different than

any other o0il field in the State of New Mexico. Wells producin

0s

from a gas cap should be regulated, that is the basic con-
servation procedure.
8] Can we agree, Mr. Holland, Chat t{he wnressure 'S no

doubt higher, reservoly preassure is no doubdt npigher at Compass
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wells than it is at the Tocito Pool?
MR. KELLAHIN: If the Commission please, there is no
testimony before the Commission on pressures at the present time.

sustalned. I don'‘t believe

i
b
141}

MR, I'MZ: Objcctis
there is any testimony as Lo pressures in any of these wells.

G Mr. Holland, I think it has been testified that what
you have identified as the T-123 Well and the T-11 Well are now
water injection wells?

A That is correct.

8] By the injection of water into the wells 1s there not

a parrier being put up between the o0il part of the field and

this alleged gas cap?

‘.,J

A Irregardless of water injectlon, L reconmnmend and
velieve that gas wells and gas cap of a reservoir should be
regulated. It is a practice in other oil and gas pools, 1t
should be Tthe practice here.

&l Well, ls that a regulation vecause of some waste of
oil that wight ari.se through those well dores or some conservation
of oneryy concept?

A v is basically, [ bellevo, an altlimate oll recovery

conservation nrocedure.

L SR PR P PN, P . Eo e . el N . e .
Cno LU our oo/ nlon tnac the ownier 01 The £as cap
1 oY wuy e Y 4 J S s . P g k4 ST cary ey - P
should e entitied Lo somno Jalr coeoveel of The Sas under Lne

i
1

gas can?

L~_~_4&.,~AIﬂh8VD alread: “estifled thao 7 dldn't think that it
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was right to shut those wells in. I think they should be
regulated.
8) what kind of regulation do you think is reasonable?
A The South Blanco-Tocito Pool Field Rules.
Q Do not those rules presently apply vo oil wells only?

MR. KELLAHIN: If the Commission please, 1 believe

the rules speak for themselves. He is jus{ belaboring this point.

MR, UTZ: Objection sustained. I believe that is true.
South Blanco-Tocito rules have peen in effect several years and
gas is regulated as a matter of information te counsel.

FR., STCCHIAR: I don'h tnink ¥ hav

D
1]
V3

[ir. Dxaminer.

8] Mr. Holland, do you nave any pressure information on

fu Yes, wir, we do nave,

o Do you nhave any »nrescure informavion on some gspecific

welis, sars, Laone wello U4t ate neorest O Tnie Compass areg?
A Those Lwo wells are waver Injecilon wells, The

cilogese wells, we nave not necuured Dressaroes on ThosRoe, Locan

TeLloLonoon tho el olon wolls and Tn une waser Lnleculon

iy e PAREe Sy gy o 5 v TNy G R T SR T
SOCH, We Nave gresLarss on Tron 2300 co 200 sounds.,
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0

A

Q

pressures on the Compass areas?

A

pressure sub-surface pressures in your area?

you want to put those in the record? I
as to what they are, not necessarily as

precise pottom hole pressure however.

Q

on zas

A

A

S01mevn

What datum would that bhe?
Minus 100.

The range of 1000 pound bottom hole. You have no

I have none. I have seen face pressures.

FR. UTZ: Does consolidated on Conpass nave any

MR. STOCKMAR: I velieve some surface pressures. Do

think we can stipulate

having anhy bearing on

(By Mr. Utz) . Holland, what is the GOR limitation
wells in your area?

2000 to 1.

And what 1s tov allowable for Tocito?

T think it has been running avout 13H barrels a day,
‘ng ilike that. Dewnth drealr of 1.33. 7% is Y0-acre factor

whilch would be 2,77 ¢eptn ractor. 135 oir 140 varrelis a day,
believe, is the--
& Bub you give the sas welli a 2iitle :ess than 300,000--
coushi, 230,000 8 day on an ol-acro Lract?
{dd, 301
BY CARL SPAN:
C VL Holliond, JOU L & L0 redues. One guUesTion
Rl —F 0% R S G LRGSR Fasin . oLner
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than the South Blanco Field, wherein the Gallup formation gas
is found associated with o0il?

A I know there are areas. I believe the Escrito area
is one. I haven't followed; 1 haven't correlated logs; I know
nothing about iv.

Q

This is not an uncommon situation jyou find nere?

A No, I don't think so. And in the best tie area there
is some we have no production in by tie so I am not qualified to
be specific.

FMR. SPANN: That is all.

BY P. T. IiC GRATH:

D)
5

"
NS

. Holiand, if the Coummission would grant Compass

permission to produce tThnese wells, tnese three zas wells, could

i

you tell within a reasonable lengith of time the reaction of
Jressure maintenance progran, wnether there was interference

0 oy

T Ty . 1y - .. 2 . 1 em T o R . o - S T e <o
£ gnless we ghas e water Tnjeetlon down, U doust it
Ty wonioroed L8 Uhiono oG oare vas o oould orove G
JUADY WONUSIoL L Coee G oone via)s W o could Lrave L9,
YUY Ty e Y Uhor CTev A mey npaeyieey T A e it A le . £ DoLLom
one way or e Ovilenr, LSO 2an Spove v O e Yauding ol 00000
SO Le WmRCosbure, L COUmNeUCda VL e Lrensunl nasnianance
g PR . 1 <
EONIAREE N 3 - o0 - < jEIE - PSRN 20V Lol Wi
3 -~ - . 3 PO
L don! " ) o coud illsconuvinue inlfecuing water
. . . - A o L. .
L1 OVer a2 per.od 01 neveral Sting
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short recess;, I think we could shorten down the rebuttal.
MR. UTZ: I have ore more question and we will have a
recess.
MR. STOCKMAR: Yes, sir.
BY MR. UTZ:

Q I would like to get back to interpretation of the
resistivity side of your electric log. Mr. Holland, you maintaineé
that this side of the log measured resistivity in the formation.
Now, what is there in the formation that would change resistivity
measurement?

A Water within a formation would reduce resistivity
measurement.

o1 Any reason why that water would be there? Porosity
have anything to do with the amount of water and amount of
resistivity in the formation?

A I think To a limited degree. Probably permeability
has perhaps a little more. These are freéh waters in these
sands 80 the resistivity analysis I have used 1s simply a
correiation, just showing that it identifies sand members
across the field.

& In a goneral wWay, woulld you say tnat the more norosity

and cand stone, Lhe [fariner To tie rignt the resistivity curve
would fali?

A The nigher the vorosity?

A Yes,

®
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A It- would depend.
Q Even in the absence of liquid?
A I don't know. I simply don't know.
MR. UTZ: -Are there any other questions? We wilil Lake
a l5-minute recess.
AFTER RECESS
MR. STOCKMAR: I would like to recall Mr. Farrelly for
a question or two on redirect examination.

PETER J. FARRELLY

a Witness, was recalled, examined, and testified as follows:

REDIRECT EXAMINATLION

BY MR. STOCKMAR:

Q Mr, Farrelly, would you compare for us the NCRA No.

|-

Y

Well log characteristics with those of producing wells in this
vicinity?

A I think that actually there isn'ft anv producing well
in eivher our area or thne Jouth Blanco-Tocito area that has a
like log characteristic. I won't disagree with Mr. Holland.
in fact, I will more tnan agree to the effect that you can
correiave througn tTnis. These correlations don't necessarily
represant the vresence of sand whilcen would have been able to
compose an isopacn wilcn composed a four townsnip area whlceh
correlated something all tne way vnrough to see something was

or was not present. The correlation exlsts as you get outside

of this area. As you avproach the limits of either one of these
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reservoirs, you are going to get in tighter

Gallup is this way in nature in all fields,

siltstone before you in essenc2 shale out.

sllter sands. The
that you go into

I think perhaps that

happens in the NCRA Well. T don't thinlk it
you were going to say it was in a producible state, the fact you
could frac Gallup shale any place. It wouid produce something tooj
I don't doubt that a bit. It is completely beyond the realm of
completion to complete it. And I definitely feel that it dces
make a block over theré and does represent a zero sand.

Q It is your ooinion then that there are two separate

sources of supply involved here?

A Yes, sir, iu is.
MR. STOCKMAR: That is the end of redirect examination

for this witness. We do want to put on some pressure data.

MR. UTZ: The other witness will give the pressure data?

PR, OTUCKNAR: YeS, sir.

RECROSS EXAMINMALON

BY IMR. UTZ:

o Since I inguired into tne Ilnterpretation of tne

resistivity curve witn lMr. Holland, I will do the same with you.

What is your interorevation of what the res’stivity curve

actually shows you Iin the formation?

in vart the fluid, tne actual rock resiscivity. Actually, in

ucilizing with ovhber loss on calcuiations on log vasis wOrosity,

®
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you can arrive--i% can apply as one of the factdrs in your cal-
~culations. I will not agree with the fact that you can have a
lot of porosity and have a high resistivity, and becauSe a lot of
porosity fields with gas, which normally gives a high resistivity,
it does measure hydrocarbons in an indirect sense. In that
respect, you can in essence nave a low resistivity and it can be
either salt water or oil and it does definitely measure fluids
in that respect or i{ can also be Jjust shaley.

Q@ It wouldn't necessarily read porosity?

A It doesn't read porosity directly at all, Mr. Utz.

MR. UTZ: Any other questions of this witness?

BY MR. XELLAHIN:

2 Mr. Parrelly, you neard Mr. Holland's testimony that he
has never found any siltstone in the Tocito formation, did you
not?

A Yes. sir. 7 did.

Have you ever examined any courée in the Tocito?

A In che Toc.vo, no, sir, I nave not.

s You don't know wnetner There 1s any siltstone in there
or nov, do you?

A I think [ can say n the regional Toclto and Galiuw

chat prooably facie out invo the slilitstone.

Have you yoursell ecver [ound any siltstone in the

A No, sir, I have not in _core cxamination.
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Q If there 1sn't any siltstone in the El Paso Well, then
L
1 wouldn't that log then indicate porosity?
p— : .
) ! tg A No, sir, I do not feel that log indicates porosity &t
3 £ bt
‘ . i3 |all. I don't think it shows siltstone. I do feel my inter-
L b ta |
§2 oretation, on the basis of the log characteristics, as opposed
¥ g;
- P g §¥ to log characteristics of the immediate surrounding area, shows
s :
s b~
L, 55 there is a difference of rock type. I can correlate the rcck
£ Eﬂ types through both, as Mr. Holland pointed out, the upper and
P =
Eg lower sands. I think the difference in the rock type has the
2]
i s w) s
R o affect on log characteristiec.
s . . .
s EE Q What difference would there ve if there were no
e -
&
v RS % | siltstone?
D i
ﬁa‘ig A I would interpret it Deing siltstone.
[ z‘ .f
o Q You have not examined aiy cores and Fr. Holland
bt . o . . C s s . .
. ES testified he has examined cores, has testified there is no
P =§ silistone. For the nurnoses of this gquecticn, will you &assuue
By
(€9 there is no siltstone, tnen wnat on the log indicates?
—
:é | A Lelis 8ay a very shaley sand tnen.
;g iz o What does the S-P curve indicate?
S LE
L3 " T 2. L 1 -y " . S - hl . L - - 4o Al 3 -1 e -
3 x A i tnink or g ’nally any calculations that Scnlumoerer
Sw
2z
§§ put out oermeabilility wise In essence nave been more and more
<
utllized as a corrclavlive device, I tnink in cases it can bve
Interdreted as ind cating a cleanness of somelhing, wiitn a
cleanness of The sand, wnebtner 10 does nave any snale wvarii.cles
cn-bnis op (5 can also and probably does indicate a 11{ftle pif of
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fluid content at times too. I have seen areas where the SP, not

this particular area, signifies oil-water contact, through an oil-

water contact, see a change in the SP. It is a very qualitative,
not a very quantitative thing at all.

Q It would indicate porosity development if it 1ndicates
fluid, wouldn'tt 1it?

A It wouidnitv definitely, no. E1l Royden Schiumberger, I

think, is the man who started kicking the thing out.

G Well, in sandstone, doesn't the SP Curve indicate
porosity?

A Not necessarily, no, sir. I could have a tight sand
with a very geod 3P kicl,

MR. KELLAHIN: That i1s all.

BY MR. UTZ:

Q That is not the rule, nowever, is it, that you have
a tight sand cnd have a 5077 o0 Wick?
A I doubt if Tthat 1s the exact rule, but Lt does occur,.

MR. UTZ: Any other questions of this witness? Witness
may be excused.
THOMAS A. DUGAN

LoWltness, called oy the 0.1 Conservation Commission, having been

first duly sworn, was examined and testif’'ed as follous:

PDIARCT BXAMINATION

o Mr. Dugan, you nave been sworn?

o

B R P
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A Yes.

a) Will you state your name, address, and occupation for
vile record?
A Thomas A. Dugan, 1007 North Dustin Avenue, Farmington,
New Mexico, Consulting Petroleum Engineer.
18] Have you previously testified before the New Mexico
0il Conservation Commission?
A Yes.
MR. UTZ: His qualifications are acceptable.
MR. STOCKMAR: Thank you, sir.
Q MNr. Dugan, dlia you notv near the interpretation of the
otiier witnesses and their testimony here?
A Yes, sir,
Q Did you hear Iir. Utz' question with respect fo pvottom

nole vressures?

Do you nave some Wnowledge wlth resgect o> thc Compass

el e N R, i 3ot e
delis and Lne oressure datas

- i SN T A A P N P 3 - feoevy T ~ <.

I Comnass nas oL vaken any poiviorn hole vressure deter-
R N = U T AP vty Y N R A R T R
Linatlons wiun o LovLon hoke mresourme bomb; nowever, recoently

ey ies v PRI oAt T Ay vy e € By Tt Tt AN S L ers a
nave nade some LOLUOoNn: hoke pressure calculavions fron surface
ISFSISISICISRGIC IS TN

SOULG L ua o wontinue and toll e, Uiz owhael e resulls
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IR CERT AL e I IR L AL S ¢ VIR IE R NS LRSS QL. O ) e
.

T U T



R

PAGE 57

PARMINGTON, N, M,
PUONE 325.1182

SANTA FE, N. M.
PHONE 883097

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALUUQUURGUE, N, M,
PHONE 243 .6691

pressure in the Compass area, is a minimum of 1950 pounds.
BY MR. UTZ:

A] Bottom hole at what depth?

A Well, at a minus 10C datum.

e Calculating 1950 pounds at minus 100 datum, did you
consider gravity of the fluid?

A The gravity of the gas.

Q Consider any fluid in the bottom of the hole.

A Neo, sir, I did not, but I am certain that there was

f1uid in bottom of the hoie, that is why I sald it was minimum

of 1950 pounds.

o And what was the relative surface pressures?

A 1200 pounds. They varied.

Q How much did they vary?

A I calculated one on the Federal 1-3 from shutin, indi-

cating vressure measured sevtember the 3rd, 1902, of 1549 on it.

BY MR. STOCKMAR:

0 Unich well was that, Lindrith Federal 1-32
A That is PSIG. On the Lindrith Federal 1-4, measured
October the 23th, 1922, by dead weignt gage, of 1503 PSIG and
then a oressure on the Lindrith Pederal 2-4, measured 12-1-02,
of 1543 PSIG.
MR. UTZ: Any other auestions of this witness?

MR, STOCKMAR: Yes, 1 still nave some more of him still

in the nature of rebutctal, He s still on nis direct examipatbion. |

®
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BY MR.

STOCKMAR:

Q

or conservative figures--as an engineer, is there any indication

to you

a connection between these two areas? Did I make myself clear?

A

Qe

pressures for the three Compass wells?

A

Q

you make any conclusion as to whether or not these wells are

connected to the Tocito Pool?

A

the other from the information

pottom

el

rignts

believe {hey are separated.

Mr. Dugan, I think you just stated that these minium

from this data which necessarily requires you to assume -

No, you didn't.

You have obtained some kind ot calculated bottom hcle

Yes, sir.

Based on the other data, as a Petroleum Engineer, can

From tnat data, I can make no conclusion one way or
have avallable, striechtly by

hole pressures; nowever, considering all the other aspects,

Tiennr - 3 - - H 4- - - . - 3 Y 3 -1
Hove you had occasion to stndy some of the chycical

)

to the Teocltio Pool secondary vecovery progran

i o3
L en
I WIev srey ey TSy Ly TS yoylroy  ceyrees ot e 4 e "f‘ Crhe T o
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¢ Could the production of &a substantial quantity o; gas
from the Compass wells have any effect upon the Tocito Pool, even
if we assume it is ~connected, until such time as the bottom hole
pressure in the Compass wells was below that of the Tocito Pocl?

A I don't see how the Compass area could affect the South
Blanco-Tocito even if it was connected until the Compass areas
bottom hole pressure is lower than the South Blanco-Tocito
pressure.

] Did you hear lir. Hollandks test;mony‘in which he spoke
of unrestricted production?

A Yes.

¢ To your knowledge, 1s there any unrestricted production

of gas anywnere in the State of New lMexico?

A Novu in the San Juan DSasin.
@ Mr. Dugan, if thnere 1is any impact of the Compass wells

on the Tocito Pool, there must be quite a substantial drainage

35 < FNT 3 ! PN - - eeo .
rading invalved in Tha Onwmpons w2117, Do ¥OUW GaVEe ay cuwihimneiies

. 4 L S D vy Ve o PR TR | ~ P R
with respeoct ©o That Trom your knowiedge of The reservolr?
¥ i 3 H v H 4 ¢ PPN Crgvr in ey ey oy x Y e - . 2o A
A Mell, § aw afraid that the Comoass wells 2v2 nou carzeole
al 3y 3 ~a 3 e 4.7 - DI - FN b
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nection betwéen these pools that the production from the Compass

‘ ;; ‘wells could have any effect within a year or two years or three
| ; years that might be measured?
: - 3 A This is assuming that there is a connectlon?
e
e H gg Q Assuming that there is a connection, yes, sir.
w
: §§ A Well, as I stated before, I don't believe that we can

affect the South Blanco-Tocito area until the Compass bottom hole

. 4

pressure is lower than the South Blanco-Tocito area bottom hole
pressure, and depending on the rate of withdrawal, but by the gas

takes there in the San Juan Basin, I would anticipate this to be

Y-MEIER REPORTING SERVICE, Inc.

re guite some ftime, probably in the neighborhood of five years or 3
i - 1
ia :
‘g =9 | more. ?
1 '.':: ?
5% MR. STOCKMAR: I think that is all the questions on
i
' direct that I have.
MR. UTZ: Are there any other questions of this witness?
CROSS EXAMINATION
€3 BY MR. KELLAHIN
~]
EE G Mr. Dugan, you said In your opinion the production
:§ {é from the Compass wells would not affect the South Blanco-Toclto
S
gs rool, assuming a connection of course, Iif the nressures were
3
o - 1 N L1 1 - s L ¢
R lower than those of the Souftin Blanco-Tecito?
J e
<
A Yes, sir,
Q Have you taken into consideration that there are two

injection wells whlch would substantially affect the vressures

®

in poth directions?
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A Assuming a connection?
e Yes, sir, assuming a connection.
A Well, the water being injected in these two wells will

¢h is toward ilne

o
[

;

naturally take a 1ine of least recistance wh
lower bottom hole pressures of the South Tocito 0il Pool.

Q Also serve to maintain the pressures in Compass wells,
would they not?

A It might be. Now, this is assuming a connection between
the two flelds, it will probably act as a temporary block as you
are pointing out.

G Now, as I understand you testified you could draw in
conciusion based solely upon pressures as Yo whether there was
a connection or was not a connectlon?

A Yes, that is correct.

MR. KELLAHIN: That is all the questions I have.

o Mr. Dugan, 4o you Know when South Bianco-Tocito injectioq
program was puc into effect?

a 1953

f That s closest?

A T g noY sure out §othink thav is 5.

i Do ou nave any Knovwledge of wnat the pressuires were

janced at an exnibiv this worning that showed U

4

Lo e around 19300 ab thal tine.
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Q That is -bottom hole pressures?

A VYes, sir.

Q That would be comparable to pressures you have now
possibly at lower---

A Lower.

] Now, if there were a reasonable connection between this
area and the South Blanco-Tocito area, do you believe that your
pressures would be as high as they are or would not the South
Blanco~Toclto area drain the pressures down from the Compass
area?

A Well. assuming 2 cennection that was permeable enough
to drain over an area that great, ycu might assume that they
would be lower than they are now.

Q Do you have any knowledge of what the original pressures

were in South Blanco-Tocito?

A I iooked at an exnlibit fhis morning that showed 2200.
& As bottom hole? |
A Yes, sir.

MR, UTZ: A\re there any other auestions?

BY IR. FELLAHIN:
5 D0 you know what Une pressures are now on the west side

of the South Blanco-Tocito Pool closest to the Jompass wells?

A Closest to the Tl Paso-Rincon Unit No. 20 is 1700 plus.
(& And you are fliguring 1950 on thce Compass?

4 AS 2 pininun.,
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Q And do you know what pressures would be in the vicinity

of the injection wells?

x»

well, the El1 pPaso-Rincon Unit No. 20 was the highest

pressure renoried in South Blanco-Tocito. The rest of the

Q I am referring to the injection welis themselves.

A What the bottom hole pressure of the injection wells
would be?

Q Yes, sir. They are the closest wells, aren't they, to

the Compass wells?

A Well, they are not closer than this Rincon Unit No. 20
I don'tv believe,

] Did you have anything to do with filing the pressure

of the completion reports with the 0il Conservation on these

wells?
A On Compass?
o Yes, sir.
A Not on the Federal 1-4 and 2-4, I might have filed a

Now, wnat was the measure you gave on surfacc opressure
you used on tne Federal 3-17
A I used the vressure of 154l PSIG, talkl
& Do you know that the complei’on renort showed tne
vressure of 1511 on that well?

/, I_am not awvare of i,
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I pointed out there is a lot of rluid in the wells. The wells
haven't been cleaned up and of course fluid has a big affect on
the pressures.

Q You calculatgd these pressures without consideration
of the fluid?

A Yes, sir, that is correct.

e All of the initial measures as reported to the Commissior

are generally lower than those figures you used, isn't that
correct, or do you know?

A I dont't know.

Q Would you take it as correct if I said that on the
Lindrith No. 1-U4 the tubing pressure was 1547, casing vressure

. PRyt

1501, reported to the Commission by Compass on it?

A On which well?
o 1-4,
A Yes, sir.
A On tne 2-4 well, that was taken 10-9-02 the pressures
chat you read?
e oresours teken 10-20-02 foliowing an addit.ona
ig-aay sunalin

Vad tre well seen oroduzcod srloy To Lnac
i CnoconnienLon il testing, Jes

re Ante been sroduaced In fhe siucline, nal 1LY
'.', E‘:OJ ST
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1520 and tubing pressure 15432

A Yes, that is the pressure I used. That further in-
dicates there is water in the well bore.

A Only one well has been produced to any extent?

A Yes, sir, the 1-3, and which is further proof and
indication that the wells haven't been cleaned following fracing
and completion and fluid in the well bore.

MR. KELLAHIN: Thank you.

MR. STOCKMAR: May I ask two questions on redirect
examination?

MR. UTZ: Yes, sir.

REDIRECT EXAMINATION

BY . STOCKMAR:

9 Mr. Dugan, were these wells fraced with o0il?

A All three wells were fraced with oil.

o T uanderstand from orior testimony that these wells
were also driliea on vne Dakota. Vas 1t necessary to kill fnese
wellis with water?

A e had Lo Klil the Liandelih ¥ederal 1-4 and Lindrith
¥ederal 2-4 on completion withh water.

3 wonld elvner o0 These things coniribute Lo There velng

flul+d In tne nole when cressures were vaxksen?

. 2o severads thousand varrewrs of waver inue ooun
) ; T P P PRI N A e T
W anen o we Wliled Uherm because the formation was caLing wacer

“Nd URLS WALeY nas nob veen produced vack.
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MR. STOCKMAR: That is all the questions I have, Mr.
xaminer.

RECROSS EXAMINATION

BY MR. UTZ:

Q Mr. Dugan, do you think there is any chance that E.
Paso will try to drill a Gallup well in tie four-section area
between the Compass area and the South Blanco-Tocito?

A I wouldn't want to predict what E1 Paso does. This
South Blanco-Tocito has been producing for some time and they
have very nice accumulative production from these wells and I
Chiougny 1L was proquciive uviley would have driiled it some ten
years ago.

MR. UTZ: Any other questions? The witness may be
excused. Any other statements in this case?

MR. SPANN: In behalf of El Paso Natural Gas Products
Company, I would like So state we agree with the evidence
oresented nere oy Caulltins and concur in the oninions and
conclusions tnat were made by Iir. Holland in regard to this
situation and would Jjoin .n the recommendat . ons that ne made
o tie ={lecti itnai unresitiricied produciion ol the Compass wells
snould not ve allowed in accordance with the applications filed.

MR, ?TOCKNAR: iy, Examiner, 1 thinlt the cvidence has
ciearly denmonstirated, [irst, thnal there 1s no geoliogical connec-

clon vetween tnese two 000ls so tnatl they could ne called a
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common’source of supply of the Conservation Act. If that be

your findings, then there also seems to be no alternative except

to identify the new area as a new gas pool and tieat it as such

under the law of the State. Even if there should be some geologic

connection, there 1s no longer a real connection. They are no

longer really a common source of supply in any sense of the word.

One of them is definitely an o0il pool in the advancedstages of
recovery which has been segregated to a large extent, if not
entirely, from any other part of the formation by a huge water

piock of some kind. They are no longer & common source of

supply, even if, one, they might have been zeologically con-

e
o

(0

nected, it would ceritainly be awkward and unfair at vest to

+

attempt to bring in Lhese wells thalt are three and a half

miles from any present productior; simply, Decause they produce

Irom comparavle sand, to apoply them to rather complex field
Taics Thatv Leve zrown uo ovar the ten-year veriod to apply o

seCconaary recovery orolecl.  Thoere coerealniy secms Lo te no

s P Ao F e -~ P P el R AT o L T TR SN v g o o £y,
niecnanisin Loy a Snar i, as Tanl vngre 0o a oongson nosli 1o
S m e s S gm e Gaer e gy meser s g e ipaey s P T B TN P
COC BRI 07 Tne San L200n.e U ne aroeleld:s dv oy vLie,
Wiy ey - P RPN PV ey o B L TR Eo i I T B TR PRSI Sy e
Lile . avea L tas .l [SECH AR NG STl CONTrlo2l Ny cnae enaeroy
. . ) 3t
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reasonable ahd fair share of the hydrocarbons there are.

The

present order is primarily for the benefit of the oil production,

and certainly, even 1if they are found to be the same pool of

substance, revision of field rules would be indicgted.

The

present limiting oil-gas ratio has true application to these wells

that oil-gas ratio in Case 100 and 1000.

In essence, this pool

simply ought tc be treated as what it is, a new gas discovery,

whether or not there would or would not be one on geological

connection.

MR. KELLAHIN:

It is as simple as that.

T think we have here a situation where

our engineers and our engineering geologists at least meet head

Compass attorney

presented in the

with th crprevation of tne situation. Th
wouid seem to ignore the facts that have been

course of this hearing.

In the first instance, we have a comparable sand, that has

veen admitted.

We have a situation where you have an oil

reservoir and a discovery called higher on the structure, the

reservolr bpeing
by the evidence

arilieq a gas

comparanbie structural nosiiion

HNow, to say then

maintenance orogral inlccites

a solution gas drive rcocrvcir., Ve

wellt.

llave snown

sositlon Caulkins has
Opviously you would =xnect $to find on a

sas wells deillied oy

Comvass.,

Loty 4 A1 sty ey T o [A -
cnat Cau.«ins nas in vhe course of 1ts nressure

water which

e

L nay or may not fform sore
sorv of a barrier vetween Shere 13 Lo rose signt of the point
cial owe are dealing Wlthi o conservation reasure nere The
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pressure maintenance program was set up by this Commission back
in the early part of the 13850's. The Commission probably has
more information on this reservoir in its files than any other
reservoir in the State of New NMexico.

Our witness has testified, for examvle, that he has found
no evidence of shale. He has examined cores. Compass' witness
concludes that there is shale in here, although he has never
seen cores, andcores are available. And on that basis, he says
that he has shale in the El Paso Well and therefore no sand
member present there. Obviously that i1s Just a conclusion based
on a lack of information, And the informatlion was available,
was examined by our witnhess and nhe concludec on the basis of
thne same informatction, and tne information was avallable too but
not examined oy Compass, that there is a c¢onnection. They admit

Tthey have no control as bpetween tne two areas whicn they would

v P a3 oy o . Fal -~ 4 mm o BT /o D T
seex un define as a cormmon gource of cupely, othor Chan ovihe Bl
1 0] L% 0P Bt 3, > P T S . [ ~ gyt Ve 3N Ny -
a0 VWell., Obviously vaore v ne coatrasl sinply secause Lhere

oy s I - o J - . . . ey T - 3y -l T3 R R P Yy = )
ars no wells drilled '‘n Cuere. b you can follow this across

chils fermation, across I'rou cne cast o Loe west side of the
reservalr some Dive nlles and JL corpelates TnoexXactly Ui same
Usenlon as 1L does feonn ocilo Qeservolr, as LU owas orisinailiy
co bLhe oxXlenslon of The rescrvoly wWihilen Was S0 properiy
pede By vng Connloslon in LLs rnopenclalure aear’as.
e

o e T N T U S s ey e Ay
FRR (VAR IS ISR H U JOV einin T s oOn 4a ER RS T SR O S IO 4 pENANS) Ta
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maintenance or not, is &

violation of good conservation practice

in, one, that has never been followed by this Commission and we

certainly urge that it not be followed

MR. STOCKMAR:
last word for one minute

MR, UTZ: Ve w

MR. STOCKMAR :
indicated that there is
dispute that the top of
extend all across there.
that there is no sand, a
of hvdrocarbons that is

here that has--on which

any other field in the 3tac

’d

3

in this case.

I think the applicant normally gets the
, does he not, Mr. Examiner?

111 allow you about 30 seconds.

First, I think Mr. PFarrelly clearly
adequate control for him. He does not
something called a Tocito rock may

What he deces find and clearly find’is
s such, that could 2ontain a collection

producible.,

T think what strikes me most of all is if we have a field

more information has been developed than

of New liexico, an oil field wnich

6]

containg what--» or 7 scuare miles--and all thils time there has

e " riy R laem e ey e S ‘o T M 2 o
opeen a gas ¢du vnalv ailsd nas s 0t 1/ sguare niiies L1 LG, nts

SR PPN . T LY U S L T L — 7 T TP I ST S SN R

o] save Come U0 S dcsencaon af any 0ody agadnllyg Wietn Tnas.

s S Jo-- T 4- b N . T oe . M PR Fal PRI N \ 4 4 - gy ol S ey - -
LT 3imoly 18 Lo0o mueh invoLvaeu Cnere 1or unin ncu o oe L wnedia uc“_l;
S T P B N T R T I N T I e S R A i A-‘,\,IL LA
Soooareny To o oanyong acs ling WYl our reLervoir., Loo3nomLe vnae Lo

nes never ceen connecosd or o owould have heen #nown long before

o, Ular e

P ot 1 Yoy 2. hl 5 . P N P S - L.
case wlil be vaken under advisenent.
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STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )

I, ELATINE BUCHANAN, Court Reporter, do hereby certify that
the foregeoing and attached transcript of proceedings before the
New Mexico 0il Conservatlon Commission at Santa Fe, New
Mexico, is a true and correct record to the best of my knowledge,

skill and ability.

IN WITNESS WHEREOF I have affixed my hand and rnoctzar-ial

! 1

! tt‘— Ay -
seal this M "~ day of]%m; 1953.

‘1')

Y Y
Ji DS A qid

Notary Public

My Commission Expires:

October 14, 19co,

q do*herfby cortify that t+he foregoing 18
a‘ ceeplets record or - proceedings in
the Exeoiner hiacing of Case Ho. 2.2 6/

heard by me on e, 2o 1963 .

=~ ., Examiner
Comdias{on

®

PR S o 1
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DOCKET: EXAMINER HEARING - WEDNESDAY - MARCH 20, 1963

No. 10-63

9 AM.
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Elvis A, Utz, Examiner, or . ]
Daniel S. Nutter, as alternate examiner:

CASE

0N

6
(3]
t2

CASE

2775

CASE :

19
~J
~J
"

CASE 2773:

2774:

2777:

2778:

- OIL CONSERVATION COMMISSION CONFERENCE ROOM,

Application of C. W. Trainer for a unit agreement, Lea County,
New Mexico. Applicant, in thg above-styled cause, seeks
approval of the Hume-Queen Unit Area comprising 1,24GC acres
of State iand in Townchipr 16 South, Range 34 East, Lea

County, New Mexico.

Application of C. W. Trainer fg¢gr a waterflood project, Lea
County, New Mexico. Applicant, in the above-styled cause,
seeks authority to institute a waterflood project by the
injection of water into the Queen formation, HRume-Queen Pool,
Lea County, New Mexico, through 15 wells located in Sections
7, 8, 9, and 17, Township 16 South, Range 34 East. 1

Application of Cima Capitan, Inc. et al, for a waterflood
project, Eddy County, New Mexico. Applicants, in the above-
s¥yled cause, seek authority to institute a waterflood
project by the injection of water into the Grayburg-San
Andres formation, Red Lake Fool, Eddy County, New Mexico,
through 13 wells located in Sections 22 and 27, Township

17 South, Range 28 East.

h
-+
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nliAadEsAn ~
4;:1:4 1CaTin & Ante

t’ AL F S
waterflood project, Eddy County, New Mexico. Applicant, in
the ahove-styled cause, seeks authority to institute a
waterflood project by the injection of water into the Queen
formation, High Lonesore Pool, Eddy County, New Mexico,
through one injection well located in Section 15, Township
16 South, Range 29 East.
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Application of Consolidated 0Oil & Gas, Inc., for an unorthodox

location, Rio Arriba County, New Mexico. Applicant, in the

above-styled cause, seeks approval of its Apache Well No.

2-16 at an unorthodox location 790 feet from the North line

and 1850 feet from the West line of Section 16, Township

26 North, Range 3 West, Blanco Mesaverde Pool, Rio Arriba l
N

County, New Mexico.

Application of Tenneco 0il Company for a unit agreement,
San Juan County, New Mexico. Applicant, in the above-styled
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Docket No.

CASE 2737:

CASE 2761:

CASE 2746:

iqg/

10-63

cause, secks approval of the Central Totah Gallup Unit Area
comprising 2,738 acres of Federal and Fee lands in Townships
28 and 29 North, Range 13 West, San Juan County, New Mexico.

(Continued from Janwary 23, 19062 Examiner Hearin

Application of Gulf Oil Corpora%tion for special pool rules,
Eddy County., New Mexico. Applicant, in the akove-styled
cause, seeks the establishment of special pool rules for
the White City-Pennsylvanian Gas Pool, Eddy County, New
Mexice, including provisions for 640-acre spacing therein.
This case was continued tc the March 20, 1963 examiner
hearing by COrder No. R-2429.

(Continued)

Application of Compass Exploraticn, Inc.. for the creation

of a Gallup Gas Poal, Rio Arriba County, New Mexxico.
Applicant, in the above-styled cause, seeks an order deleting
certain acreage from the South Blanco-Tocito Pool and re-~
designating portions of said acreage to comprise a new Gallup
gas pool for its Northwest Lindrith Well ¥No.1-3, located

in Uhit K of Section 3, Township 26 North, Range 7 West,

Rio Arriba County, New Mexico.

(Continued)

In the matter of the hearing called by the 0il Conservation
Commission on its cwn motion to permit Continental National
Insurance Group and all other interested parties to appear
and show cause why “he Kenneth V. Barbee Well No. 1, located
1980 feet from "ra Gouth line and 660 feet from the East
line of Sechinn 9. "~wnship 11 South. Range 25 East. NMPM,
Chaves County. few Mexico, shouald no’ be plugged in accord-
ance with a a Jomnission-approvad plugging program,
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SUPPLEMENTAL DOCKET -~ EXAMINER HEARING -~ WEDNESDAY, MARCH 20, 1963

. 9 A.M. - OIL CONSERVATION COMMISSION CONFERENCE ROOM, STATE LAND
,»§ OFFICE BUILDING, SENTA FE, NEW MBXICO

The following case. will be heard before Elvis A. Utz, Examiner, or
Daniel S. Nutter, as alternate examiner: '

CASE 2779: Application of Marathon Oil Company for a unit agreement,
Eddy County, New Mexico. Applicant, in the above-styled
cause, seeks approval of the North Indian Basin Unit Area,
comprising 5786 acres, more or less, of State and Federal
Lands in Townships 20% and 21 South, Range 23 East, Eddy
County, New Mexico.
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February 14, 1963

The New Mexico Qil Conservation Commission
Santa Fe, New Mexico

Attn: A. L. Porter, Jr., Member and Secretary

Re: @’e“l\ﬁ @pplication
Compass Exploration, Inc.
For the creation of a Gallup Gas Pool

Gentlemen:

Case No. 2761 application of Compass Fxploration, Inc. to delete a
portion of the South Blanco Tocito FPool is presently set for hearing
February 21, 1963.

This case came Lo our attention on the commissicn docket only this

week, leaving inadequate time to prepare the necessary exhibits to
participate in the case.

por this reason we respectiully request a continuance tc the next
examiner hearing before the same examiner.

Yours verv truly,

CAULKINS OIL COMPANY

Cuny s SR
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January 29, 1963

State of New Mexico

0il Conservation Commission
Post Office Box 871

Santa Fe, New Mexico

Re: Application for an
Examiner Hearing

Gentlemen:

Compass Exploration, Inc., of 101 University Boulevard,

Denver 6, Colorado, requests a hearing before an examiner

of the New Mexico 0il Conservation Commission on February 26,
1263, in Santa Fc, MNew Mexico, for the purpose of establishing
the following:

1, A new Gallup gas pool in Sections three and four
of Township twenty-seven North, Range six West, Rio Arriba
County, New Mexico-~such pool having been discovered by
Compass Exploration Inc., #1-3 Northwest Lindrith well,
located in NE SW of Section three, Township twenty-six
North, Range seven West., This well was completed in the
Gallup on September 12, 1861,

2. The spacing of the Gallup formation in the new
field on one hundred sixty acres.

3. The rescinding of Commnission Order R-2265 dated
July 1, 1962, which put the subject area within the boundaries
of the South Blanco Tocito Pocl,
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¢ State of New Mexico
{ 0il Conservation Commission
January 29, 1963 Page 2

The following is a list of parties interested in this
Application:

El Paso Natural Gas Company
Post Office Box 990
Farmington, New Mexico

Caulkins 0il Company
1130 First National Building
Denver 2, Colorado

El Paso Natural Gas Products Company
Post Office Box 1560 DOCKEYT MAILED

Farmington, New Mexico

Internaticonal 0il Company DAt ewesmmcnnrme

R25 Patrolenm Cinbk Buildin

ig
Denver, Colorado

Consolidated 0il and Gas Corporation
43150 East Mexico Avenue ~ Suite 200
= Denver 22, Colorado

Respectfully submitted,
COMPASS EXPLORATION, INC,

T /zQE;fé;7L¢

P. J. Farrelly
Manager, bxploration
and Production

PJF:cks
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L LAW OFFIiCES
; J M. HERVEY -an-nog;]‘;‘j.’“;‘i CrF{;’:‘mWY. Dow & HINKLE

HIRAM M. DOW

; CLARENGE £, HINRLE HINKLE BuiLDing

! W. €. BONOURANY. um

1 GEORGE H.MUNK

; wowano <.eratIB0S FEB =7 I ROSWELL,NEW MEXICO TELEPHONE 622-6510
; S . B.CHRISTY IV - o " x AREA CODE 50%

! LEWIS C.COX, JR.

PAUL W, EATON,UR. POST OFFicE BOX IO

CONRAD E. COFFIELD
HAROLD L.HENSLEY, JR.

February 26, 1963

Mr. A. L. Porter, Jr.
Secretary-Director

New Mexico 0il Conservation Coumission
7 Box 871

; Santa Fe, New Mexico

Re: Indian Hills Unit Agreement

Dear Mr. Porter:

We enclose herewith an approved copy of the
Unit Agreement for the development and operation of the
Indian Hills Unit Area, Eddy County, New Mexico, which
was approved by the Commission on February 6, 1963,

This copy is filed with you in compliance with
paragraph 5 cf your Order.

Yours very truly,

HERVEY, DOW & HINKLE

CEH: ev

Encl,

cc: Mr, Charles Morgan
Mr. Fred Goodwin
Mr. Charles Ferry




LLND COMMISBIONER
E B JOHNNY WALKEIR

MEMBER

STATE DEDLDOIST
A L. PORTFR, JA.
SEORKTARY - DIRECTOR

April S, 1963

Hr. Ted Stockmar

Holms, Roberts, More, Owen & Stockmar

Attorneys at Law

Re: Case ¥o. 2761
Urder o, K-440s

Applicant:

i760 Broadway - 2112 Tower Building Compass Exploration, Inc.

Denver 2, Colorado

Dear 8ir:

Enclosed herewith are two copies of the abcve-referenced
Commission order recently entered in the subject case.

ir/
Carbon copy of order alsc sent

Bobbs OCC ¥
Artesia CZC

Aztec UCC =

OTHER Mr. Booker Kelly_‘/”

Very truly yours,

P ()

) P -
A. L. PORTER, Jr.
Secretary-Director
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Mr. Jason Kellahin L _

Mr. Charlie Spannt—
Mr. B, m, HeGrath
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CASE Mo. 2761
Order No. R~2462

f—r sy Gy

APPLICATION OF COMPASS RAPIORATION, INC.,

ABATMAES AT A SATrEFEm ARG s
POR TER CREATICS O & GRiamTr Ghd FoOL,

RIOC ARRIBA COUNTY. NEW MEXICO.

ORDER OF SION
. BY THR T

This causs came on for hearing at 9 o'clock a.m. on
Maxch 20, 1963, at santa Fe, New Mexico, before Rlvis A. Ute,
- Rxamimer duly appointed by the 0il Consexrvation Commission of
Now Hexico, heresinafter referrxed to az the "Commission,” in
accordance with Rule 1214 of the Commission Rules and
Regulations.

L e

NOW, on this__S5th &ay of Apxid, 1503, the Commission,
a ¢guorum haing =mwasant, haviag Cnaideied Lhe application, the
evidence adduced, and the recommendations of the Examiner,
Blvis A. Utz, and being fully advised in the premises,

EIND3:

(1) That due public notice having bsen given zs required by
law, the Commission has jurisdiction of this cause and the subject
mattex thereof. :

(2) That the applicant, Compass Exploration, Inc., seeks
an order deleting Sections 1, 2, znd 3, Township 26 North, Range
7 West, NMPM, from the South Blanco-Tocito Pool and redesignating
portions of said acreage to comprise a new Gallup gas ool in
sSections 3 and 4, Tovmship 26 Noerth, Rangs 7 Weste, HMPiG, Rio
Arxriba County, New Mexicc.

{3) That by Order No. R-2265, aentered by the Commissicn on
June 15, 1952, the sScuth Blanco-Tocito 011 Pool was extended to
incivde the following-described acroaga:

TOWNSHIP 26 NORTH, RINGE 7 WEST, NMpM
section 1l 3/2
section 23 /2
section 33 /2
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and that by Order ¥o. R~2428 entered by the Commissioa om
21, 1963, ths South Blanco-Tocito Fool was further exteaded by
addition of all of Section 4, Township 26 Norxrth, Range 7 West,
NMPM, Rio Arriba County, New MNaxico.

: {4¢) That all wells compisted in the Galluwp formatiom in
Sections 3 and 4, Towmahip 26 Noxrth, Raage 7 West, MM, Rio
Arriba Coumty, Mew Mexico, are completed in and produciag from a
commGn source of supply that is not a part of the South Blanco-
Tocito 011 pool.

(5) That Sectiomns 1, 2, 3, and 4, Towmship 26 North, Range
7 West, MMPM, Rio Arriba County, New Mexico, should not be includdd
within the horizontal limits of the South Blanco-Tocito Oil Pool,
- and that Ordexr No. R-2265 should be amended by deleting Paragraph
(d) therefrom and Order No. R-2428 should be amended by deleting
Paragreph (1) therefrom.

{6) That a pew Galluy gas pool should be created conprising
the following-described area:s

26 MORTH. RANGE 7 WRAT. _Mupu

3ection 3: 3/2
Saction 41 111

{7) '"Phat in view of the ory of the S2llupr Sormaticon
sf\*

cnabls pzohahiuty that gas productien f:ce

Gallup fozwmation in seciions 3 and 4, Township 26 North, uago

7 West, MMDu  Tin arxihs County, New Mexico, is origimating from
a gam cap ovexly:.ng an undesignated Gallup oil pool; that with-
dArswale from the gas pool created by this order should therefore
ba restricted in ordex to prevent undue dissipation of gas which
may be the drive mechanism for an oil pool and in order to assure
the protection of corrxelative rights. '

{8) That this caae ahomld ha raonened upon further devclop:
ment of the Gallup formation in this area in order to determine
whether the pool should remain classified as a gas pool or be

reclassified as an oil pox

IT I5 THE iFORE ORDERED:

( , That Order Ro. R-226% i3 hersby amendad by deleting
Paragraph (d) therefrom and Order No. R~2428 is hereby amended
by deleting pParagraph (i) therefrom.

{(2) That = new pool in Rio Arrxriba cCounty, New Mexico,
classlfied as a gas pool or Gallup production iz hereby created
and designated the Largo-Gallup Gas Pool consisting of the
following-desgscribed area:
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z
%ﬂ 33 8%

Sectiom 43 All

(3) That ths daily ¢as production from a 160-acre spacing
unit ia the Largo-Gallup Gas Pool shall mot axceed 500 MCF of

gas per day.

(4) That this case shall de recpsned upon further develop~
ment of the Gallup formation in this area in oxder to determine
vhethar the pool should remain classified as a gas pool or be
reclassified as an o0il pool.

{(35) 7"hat jurisdiction of this cause is retained for the :
entzry of such further orders as the Commisiion may Jdeem Necessarxy..

DOME at Santa Fe, New Mexico, on the day and year herein-
above designated.

STATE OF MEW MEXICO
§L CONSERVATION COMMISSION

) oM.
JLK M. CAMPBELL,'Chairman
"

Q4 Gz :i,

A. L. PORTER, Jr., Mcmber & Sacretary



