CASE 3764: Application of PAN
AMERICAN for LEASE COMMINGLING,
SAN JUAN COUNTY, NEW MEXICO.
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State of Netw Mexico
®il Conservation ommission

LAND Gimamicoionen m STATE GROLOOIST

g A. L. PORTER, JR.
'“'m.'i: Ave Ny serARTARY « DIRECTOR
®. 0. 80X 2088
SANTA Fg

May 24, 1968

Re: Case No. 3764

Mr. Lewis C. Ross order No. p-3a17
Pan American Petroleum Corporation
Security Life Building Applicants

Denver, Colorado 80202 -an American Petroleum Corp.

P

Dear Sir:

Enclosed herewith are two copies of the above-referenced Com-
mission order recently entered in the subject case.

Very truly yours,

DA G )

A, L. PORTER, Jr.
Secretary-Director

ALP/ir

Carbon copy of drder also sent to:

Hobbs OCC x
Arcesia CCC
Aztec OCC X
Other

DAVID F. CARGO
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BEFOCRE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IR THE MATTER OF THE HEARING
¢ CALLED BY THE OIL CONSERVATION

COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 3764
Ordexr No. R-3417

APPLICATION OF PAN AMERICAN PETROLEUM
CORPORATION FOR LEASE COMMINGLING, SAN

JUAN COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

| BY THE CCMMISSION:

This cause came on for hearing at 9 a.m. on May 16, 1968,
at Santa Fe, New Mexico, before Examiner Elvis A, Utz,

NOW, on this__24th day of May, 1968, the Commission, a

quorum being present, having considered the testimony, the record,

and the recommendations of the Examiner, and being fully advised
in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Cormission has jurisdiction of this cause and the subject’
|| matter thereof. '

(2) That the applicant, Pan American Patroleum Corporation,

is the operator of the Havaju Triwal U3G 3Seciion 18 {B) and the

i Navajo Tribal USG Section 19 (&) Leases in Sections 18 and 19,
respectively, of Township 29 North, Range 16 West, NMPM, Hogback-

- bakota Oil Pool, San Juan County, New Mexico.

(3) That the applicant seeks authority to commingle the
Dakota o0il production from said leases in a common tank battery

" to be located in Unit J of gaid Section 19, allocating the
cvroduction to each of said leases on the basia of veriodic

well tezts,

(4) That approvai of ihe zubjech avplicatiocn will result

in economic savings to the coperator, prevent wastz, and protect
correlative rights.
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| CASE No. 3764 |
' Order No. R-3417 ' *

iiis hereby authorized to commingle the Dakota production from
1 its Navajo Tribal USG Section 18 (B) and from its Navajo Tribal
{ USG Section 19 (A) Leases in Sections 18 and 19 of Township 29

IT 1S THEREFORE ORDERED:

(1) That the applicant, Pan American retroleum Corporation,

'North, Range 16 West, NMPM, Hogback-Dakota 0Oil Pool, San Juan ; 1
“County, New Mexico, allocating the production to each lease on '

?ithe baais of monthly well tests,

{(2) That adequate facilities shall be installed and main-

 tained by the applicant in conforwmance with applicant‘s Exhibit !
§§No. 1 introduced in this case to permit determining the producing j

iicapacity of each well o5n each lease at leaal once each month.

1

| tests on all commingled wells in the Hogback-Dakota Oil Pool

i on its Navajo Tribal USG Section 18 (B) Lease in Section 18,

| Township 29 North, Range 16 wWest, ancé shall file the results of
! said tests with the Commission District Office at Aztec on
Commission Form C-116 each month.

- entry of such further orders as the Cormission may deem necessary.

{3) That the applicant shall conduct monthly productivity

{(4) That jurisdiction of this cause is retained for the

g DONE at Santa Fe, New Mexico, on the day and year herein&bovez
: designated.

STATE OF NEW MEXICO
OIL CONSERVATLION COMMISSION
h ‘
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DAVID F. CARGO, Chairman
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Docket No. 15-68

DOCKET: EXAMINER HEARING - THURSDAY - MAY 16, 1968

9 A.M, - OIL CONSERVATION COMMISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Elvis A, Utz, Examiner,
Daniel S, Nutter, Alternate Examiner:

CASE 3760:

CASE 3761:

CASE 3762:

CASE 3763:

or

Application of Union 0il Company of California for salt
water dispeosal, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks authority to dispose of
water produced in the South Vacuum-Devonian Pool into
the Devonian formation in the interval from 12,000 feet
to 12,180 feet in its Jchn Trigg Lea Federal J Well No.
2 located in Unit P of Section 14, Township 18 South,

Range 35 East, Reeves-Devonian Pool, Lea County, New
Mexico.

Application of Harlan Production Company for an unorthodox
0il well lccation, Eddy County, New Mexico. Applicant,

in the above-styled cause, seeks authority to drill its
Etz-State Well No. 15 at an unorthodox lcecation 1650 feet
from the North line and 1325 feet from the West line of
Section 16, Township 17 South, Rangs 30 East, Grayburg-
Jackson Poonl, Eddy County, New Mexico,

Application of Shannick 01l Company for authority to
operate an oil treating . piant,Lea County, New Mexico.
Applicant, in the above-styled cause, seeks authority to

install a combination chemical and hot~-water wash oil

treating plant, said plant to be lorcated approximately

four miles West of Crossroads. New Mewice, and Lo purchase,

transport, treat, and sell oil, <ondsnszsate, and sediment
0il 1n connection with the cperation of #aid plant.

Application of Pan Ameyizan Petroieum .orporation for salt
water disposal,. San Tuan Uosunty, New Mexico. Applicant,
in the abave-styled cause, seeks authorivy to dispose of
produced salt water into the Dakota formation in the
interval from 712 feet to 715 feet in its USG Section 18
Well No. 28, located in Unit < ¢f Se:tion 18, and/or in
the interval from 757 feet to 762 feet in its USG Section

19 Well No., 24 located in Unit o of Section 19, both in

Towvnship 29 North, Range 16 West, Hogback-Dakota Pool,

San
Juan County, New Mexiuo.
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- 'CASE 3764:

CASE 3765:

CASE 3766:

CASE 3767:

Application of Pan American Petroleum Corporation for
lease commingling, San Juan County, New Mexico. Applicant,
in the above-styled cause, seeks authority to commingle
Dakota o0il production from its Navajo Tribal USG Section
12 (A) and its Navajo Tribal USG Section 18 (B) leases in
Sections 18 and 19 of Township 29 North, Range 16 West,
Hogback-Dakota 0il Pool, San Juan County, New Mexico,
allocating the production to each lease on the basis of
periodic well tests even though there is a difference in
over~-riding royalty interests between Sections 18 and 19.

Application of D, J. Simmons for an unorthodox gas well
location, San Juan County, New Mexico. Applicant, in the
above~styled cause, seeks approval for the unorthodox
location of his General Petroleum~-Rock Island Well No.

2 at a peint 1850 feet from the North line and 810 feet
from the West line of Section 24, Township 29 North,
Range 9 West, Blanco-Mesaverde Pool, San Juan County,

New Mexico, in exception to the pool rules which require
locations to be in either the Northeast or Southwest of
the Section,

Application of Tamarack Petrocleum Company, Inc., for an
amendment to Order No. R-3396, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks the amendment
of Order No. R-3396, which authorized a waterflood project
in its South Pearl Queen Unit Area, Pearl Queen Pool, Lea
County, New Mexico, to delete the water injection wells
previously authorized in Unit B of Section 3, Units G and
L of Section 4, Unit I of Section 5, and Unit C of Section
10, and to authorize for water injection its Saunders
Federal Well Noo. 7 iu Unit P of Secticn 5 and its Saunders
Federal Well No. 3 in Unit D of Section 10, all in Township
20 South, Range 35 East.

. ‘Application of Mobil 0Oil Corporation for lease commingling,

Lea County, New Mexico, Applicant, in the above-styled
cause, seeks authority to commingle Grayburg-San Andres
production from its Bridges State Wells Nos. 8 and 53
located in Units U and H, respectively, of Section 23,
with Grayburg-Jackson production frem its Bridges State
Lease comprising the W/2 of Section 24, all in Township
17South, Range 34 East, Vacuum Grayburg-San Aundres Pool,
Lea County, New Mexico, allccating the preoduction on the
basis of periodic well tests, even though there is a
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Examiner Hearing ~ May 16, 1968

Docket No. 15-68

difference in over-riding royalty interest between
Sections 23 and 24.

Application of Mobil 0il Corporation for a triple
completion, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks approval for the triple
completion (conventional) of its Bridges State Well No.
126 located in Unit J of Section 11, Township 17 South,
Range 34 Fast, Lea County, New Mexico, in such a manner
as to produce oil from the Abo, Upper Pennsylvanian,

and Morrow formations, Vacuum Field, through parallel
strings of tubing.
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PAN AMERICAN PETROLRUM CORPORATION

2

SECURITY LIFE BUILDING ‘

J

DEeENvVER, COLORADO 80202 -

_ 1
April 19, 1968 I@Aytﬁﬂzaf
PR "/

File: AMR-1234-986,511

Re: Application of Pan American Petroleum Corporation
To Commingle Production From Navajo Tribal Leases
USG Section 19(A) and USG Section 18(B),
Hogback Dakota Field, San Juan County, New Mexico

Laax 375;/

Mr, A, L, Porter, Jr. (3)

New Mexico 0il Conservation Commission
P, 0., Box 2088

Santa Fe, New Mexico 87501

Dear Sir:

Pan American Petroleum Corporation hereby makes Application for a hearing to
secure approval, as an exception to Rule 309-B (5), to commingle production from
its o0il wells on its Navajo Tribal Leases in the Hogback Dakota Pool, San Juan
County, New Mexico, In connection with this Applicetion, Applicant states the
following: -~

1, All production to be commingled is from the same common source of
supply.

2. Adequate facilities will be provided for accurately determining
production from each well at reasonable intervals.

3., The Navajc Tribal Lease I-80-IND-58 is a single lease, with the
Navajo Tribe having the same royaity rate, and all production from
the field is from this lcase. Pan American is the only working
interest owner in the field and there are no otheir interests in
Section 18, T29N-R16W, but in Section 19, T29N-R16W, there are
the following interests:

Vida F. Ellison Estate 1,0%
Douglas W, Knox Estate 0,2%
H., C, Bretschneider 2,6%
Klea Y, Foutz 5.0%
Dines Worsham Company 1.0%

One hundred percent (100%) interest owners have consented to the
commingling of production from Section 12 and 19 as evidenced by

the letters that were enclosed with my letter to you of March 29,
1968, AMR-1010-986,511, in which we requested your administrative
approval of this propecsed commingling procedure, In a reply dated
April 8, 1968, Daniel S. Nutter informed us that the vrules of the
0il Conservation Commission would not permit administrative approval
and implied therefore that a hearing to secure such approval would

b& necessary,




Mr, A, L. Porter, Jr.
April 19, 1968
Page 2

4, The U, S. Geclogical Survey, as the representative of the royalty
owner, has indicated by a letter from Regional Superviscr, John
A. Anderson, dated April 12, 1968, that they have no cbjection to
the propused lease commingling,

A map of the Hogback Dakota Field showing the location of all the wells
drilled to date and Sections 18 and 19 referred to above was submitted to you
by my heretofore referenced letter of March 29, 1368,

At the present time, Proration Unit "N" of Section 18 and Proration Units
"B, “C," "G" and "H" of Section 19 are top allowable, with Proration Unit "O"
of Section 18 and Proration Units "F" and "J" of Section 19 being below top
allowable, The flowline and well test lines were indicated on the referenced
map, and all individual wells can be tested by diverting its flow through the
necessary test manifolds to the test separator where both oil and water are
metered independently. A sketch and flow schematic of the central tank battery
was shown on the referenced map.

While the proposed commingling facility does not provide for continuous
metering of the hydrocarbon production from the two Sections concerned, the
monthly well tests will accurately account for the capacity of each individual
well and provide a satisfactory ineans to allocate the proper production to each
of these Sections., This requested commingling procedure will permit Pan American
to handle and dispose of the produced water in the most efficient manner (which
disposal incidentally is the subject of a separate Application being filed with
you this date and could, if you agree, be heard as a consolidated hearing since

the subjects of the two Applications on the Hogback Dakota Field are interrelated),
The requested commingling procedure alsoc will permit Pan American to operate the
field at less cost and ultimately permit the field to recover more oil by producing

it to a lower economic limit,

Yours very truly,

[ ]
cc: Mr. E, C, Arnold Four Corners Pipe Line Co.
New Mexico 0il Conservation Commission P, 0. Box 5585
1000 Rio Brazos Road Compton, California
Aztec, New Mexico
U, S, Geological Survey Shell 0il Company
Drawer 1857 P, 0, Box 3337 Terminal Annex
Roswell, New Mexico Los Angeles, California 90054

U, S. Geological Survey
P, O, Box 965
Farmington, New Mexico
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DETCRE TR QOIT CONSEFRVATION COMMISSION

STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION
OF PAN AMERICAN PETROLEUM
CORPORATION FOR LEASE COMMINGLING,
SAN JUAN COUNTY, NEW MEXICO.,

Case No. 3764

ENTRY OF APPEARANCE o by 9
The undersigned attorneys, duly licenscd to practice law in the
State of New Mexico, hereby enters their appearance in this cause as
New Mexico counsel for Pan American Petroleum Corporation.
DATED at Roswell, New Mexico, this 8th day of May, 1968.
ATWOOD & MALONE
e D T
- e —
\‘\/ C_- ';&/ ‘/<,,ovéal—-»' (C/t/
BY o S

P. O. Drawer 700
Roswell, New Mexico
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MR. UTZ: Case 3764,

MR. HATCH: Case 3764, Application of Pan

American Petroleum Corporation for lease commingling. San

Juan County, New Mexico.
MR. ROSS: For the record my name is Louis

C. Ross. I am an attorney for Pan American Petroleum

Corporation, the Applicant, out of the Denver Division Office.

Co-counsel are Atwood & Malone and I believe that they have

entered their appearance in this case also, is that correct?

MR. UTZ: Yes, they have.

MR, ROSS: This case is an application for

an exception to Rule 309~B which would permit Pan American
to commingle production from oil wells located on the Navajo
Tribal Leases in the Hogback Dakota Pool in San Juan County.

New Mexico, Here again all of the production to be

commingled is from the same common source of supply. We

intend to show the Commission that adegquate facilities will
be provided to accurately measure the production from each
well at the monthly intervals and I would like to make the
statement that Navajo Tribal Lease I-80-IND-58 is a single

lease and the royalty rate to the Navajo Tribe is all at

the same rate, and I would further state that all of the

production from this field is developed on this one lease.
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Wa want 4o chow thot Tawn awmerlcan 1s the only working
interest owner and that there are no other interests in
Section 18 hut that in Section 19 there is a diversity of
interests. I know you will be interested in the nature of
this interest so I'll tell you that as a lawyer I've looked
into the particular file and what we have is an instrument
way back in 1922 when the field originated that is rather
ambiguous according to present legal terms, but it is my
opinion that it is substantially a net profits interest and
is not a working interest; in other words, we are dealing
with something that is more like an overriding royalty and
I would like to go on from there and qualify our one witness,
if it please the Commission.

MR. UTZ: And you are distingquishing a net profits
interest from a working interest in that net profits does not
share in the expense?

MR. ROSS: That's right, these people just rec=ive
a share of production. And I might state in advance that five
of our exhibits are letter aagreements from all of the interest
owners where we asked them for permission to install this
system, Would the witness please stand, please?

MR. UTZ: Let the record show that the witness

was sworn in the previous case and he is one and the same,




Other appearances? You may proceed.

MR. ROSS: Here again we have eight exhibits
which I would like to introduce at this time. They are
numbered consecutively one through eight and they are
attached together, the first being on the top.

(Whereupon, Applicant's Exhibits
1 through 8 marked for

identification)

FRANK H. HOLLINGSWORTH

Called as a witness. having been previously sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR, ROSS:

Q Referring to Exhibit 1 which appears to be
a map of a pipeline system or a flow line system, referring
to the map I would like to ask the witness what production
now is to be commingled?

A In reference to Exhibit No. 1 there are two
producing wells in Section 18, They are located, Well No. 8 in
the southwest quarter of. the southeast quarter, Well No. 27
located in the southeast guarter of the southwest quarter of
Section 18, and this is Township 29 North, Range 16 West in
which only Pan American and the Navajo Tribe have an interest

in these wells, In Section 19 we have ten producers as chown,




which as previously stated is the same basic Navajo Tribal
lease in which there are other interests amounting to
9.8 per cent. The dividing line between “he dJdiverse
ownership will be the line between Sections 18 and 19.

MR. UTZ: Excuse me. Section 18 is a B 1e§se?

A Right.

MR. UTZ: And 19, all of 19 is an A lease?

A Right. This is the way we have reported them
on our previous State reports as A and B,

MR. UTZ: This is your own designation, this
has nothing to do with your lease?

A Right, The proposed flow line system will have
individual flow lines for each well to a header. There are
six headers as shown on the map and each one of these headers,
there'll be a manifold system and a two-inch test line going
all the way to the tank battery where the test separator will
be. Each well by operation of a manifold valve can be put
on test to the tesct separator. The point of actual physical
point of commingling will be this header No, 5 for Well
No. 27 and header No, 6 for this Well No, 8, 2As vyou can
see, the Chaco Wash runs between these two wells so this is
about the best flow line system ve can come up with to get that

production across Chaco Wash. Now in reference to this




test separator we have, it separates the oil and the water at
the battery there and each of these are metered by an A.O.
Smith APM type APM-2 Piston type meter. This is a positive
displacement meter that is extremely accurate meter.
MR. UTZ2: Now, is this each well or each header
will he metered?
A Sir?
MR. UTZ: Each well or =--
A Each well on test, in other words, the method
of testing a well will be to, say, we want to test Well
27 we'll go up to header No. 5, open its flow line to the
two-inch test line which is the dotted line, production
would go on to the tank battery and into the test separator.
Now, 1 wouid like to point out there is no measurable gas
produced with this oil, This is an active water drive field,
the best we can determine, so production is very steady angd
there is very little variation and the field can be ccnsidered
in the latter stages of depletion, since it is 45 years old.

Now, on this basis we think a monthly test of each
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the well's production capacity and continued production and
this test by comminglinag all of the ©0il in the field,

individual production to each well, will be allocated based




on thlis test.

0 (By Mr. Ross) I think the Commission might
be interested in what type of metering you plan to install.
A I said it's -- the meter is at the test
separator, we have both an oil me;er and a water meter and
it's this A.O. Smith APM-2 Model. As I say is a positive

displacement meter, a very accurate fluid meter.
0 That's what I wanted to do is emphasize that

this is about the best meter that you can get for the

situaﬁion.
MR. UTZ: There wili be a meter at each station?
A No.
MR. UTZ: Each header?
A Actually two meters, one o0il meter. one water

meter at the central tank battery.

MR. UTZ2: Then how are you going to test all
these wells one at a time?

A Well, there is twelve producers, We'll ' .3t
them once a month for a twenty-four hour period. We can
actually test twice a month if need be.

MR. UTZ: So eleven prodncers will be off while
you're making your well test?

A Ne, the eleven producers will go on into the

free water knockout shown on the diagram there.
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Q (By Mr. Ross) You just test one well at a
time?

A In other words, header No. 3 which is located
at the central tank battery, all other production will be
going into that lower line that goes up into the free watér
knockout, and the one well will be going into the test
separator. Total field production will be based on the lack.

MR, UTZ: How many lines have you got running
between each well to your headers, just one line?

A One flow line. This is a new system. in other

words . prior to --

MR, UTZ: Is there any storage at the headers?

MR, UTZ: I can't get it through my mind how
you are going to produce and test at the same time.
A We have two lines --
MR. ROSL: They are parallel lines.
A At the header we have two lines,
MR, UTZ: That's what I was asking.
A You said from the wells, There are individual
flow lines from the wells to the header.

MR. UTZ: The dashed line is vour test line?

A Sir?




MR. ntmze Ts the dashed line beginning at

your header No. 6 and No. 5 -~

A Right, that's our test line and the other
one will be our trunk line. We've changed our methods of
operating out here in the past year. Prior to this time
water and oil were separated at the well head and only
0il went down to the battery through a surface flow line,
in other words, water was disposed of at each well. Well,
under our new disposal system we have to run the water and
qil botl: through the flow line to avqid freezing during
winter operations, we had to ditch and bury all these lines.
The old flow lines were about 18 years old so we had to
junk them all and just put in new lines. Also prior to
this time well No, 8 was the only producer that we had up
there in Section 18 and it had an individual flow line that
went all the way to the central battery and production was
kept in separate tanks down at the battery, and we just
accounted for it by gauging there. Well, this was an 18-year
old flow line which has to be replaced and rather than
maintain separate tankage which is really unwieldy, this
is our request to commingle production here.

Q (BRy Mr. Ross) By commingling this nroduction

it's going to mean that your costs are lower, is that correct?
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A Right, our initial investment to commingle
our flow lines will be considerably less as estimated to
be ten to fifteen thousand dollars to set up separate flow
line system and tankage or set up a separate system for
metering continuously at some point in the north part of
Section 19. Also if we meter continuously we'll have a
higher monthly operating cost due to having to maintain extra
0il meters. We think that by going this commingling system
we keep operating cost to a minimum which, in the long run
will allow us to prodﬁce more oil from the field by producing
the- field to a iower economic limit.

Q Then what you are saying, in effect, is that
every person in this field, inéluding the rovyalty owners, if
you can cut down your cost everybody is going to benefit
proportionate to their interest, is that correct, in the
production? \

A This is correct.

MR, ROSS: At this point I would like o
introduce our Exhibits 2 through 6 which are letters that
we presented to the other interest owners and these letters
each are individual letters signed by different people owning

interest and T would like to go through and detail this for

the record. Exhibit 2 is a letter froh Pan American to
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Klea Y. Foutz under date of January 19, 1968 and it was
accepted January 26, 1968 by the addressee.

MR. UTZ: Was that Exhibit 2, 4did you say?

MR, ROSS: Yes. sir, there are five letters there.
The third letter is -- they're all dated the same date.

This is to Dineés ' Worsham Coﬁpany care of Thomas M, Dines
and this was accepted on February 13, 1568.

MR. UTZ: That would be No, 3?

MR. ROSS: That's correct if you want to
number them the way I'm reading them off. No. 4 then, letter
would be to a Mr. H.C. Bretschneider and his acceptance
is shown as February 21. 1968. No. 5 is to a Mr. Douglas
W . Knox. This letter was Accepted March 22, 1968, by Cecil
S. Knox.

A Mr. Knox is deceased. That was his son,

MR, ROSS: He inherited the interest. The
sixth letter and the last one is to a Mrs, Vida F. Ellison,
same date, January 19. 1568 and accepted February 5 1968
by the coexecutor of this estate, of her estate. She also
is deceased, and I might say here we probably should have
checked with our division order secticn in Tulsa before we
sent the letters out but people that really were supposed to

get them, got them ultimately, although they were misaddressed,
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MR. UTZ: Without objection these exhibits will

be entered into the record.

(Whereupon, Applicant's Exhibits
2 through 6 were offered and
admitted in evidence)
MR, UTZ: Other guestions of the witness?
MR, ROSS: Yes.
Q Exhibit 8 is a.summary of water and oil production?
Oh, I'm sorry, I would like to ask you if you have sent
any notice of this proposal to the USGS?
A Y2s, I have.
0 And what was the reply?
A They replied they had no objections to commingling
the production between Sections 18 and 19, Township 29 North,

Range 16 West,

Q Do you have a copy of their letter?
A Yes.
MKk. ROSS: I would like to introduce it in

evidence as Exhibit No. 7.
MR. UTZ: VYes, we have it,.
Q (By Mr, Ross) Exhibit 8 is a summary of the
0il and water production which I would like to introduce
and ask the witness what is the.current production at this

time from the two Sections from the wells?
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A Section 18, Township 29 North, Range 16 West, is
currently producing 86 barrels of oil per day with 22Z5 barrels
of water a day. Section 19 is producing 286 barrcls of ocil
per day and 901 barrels of water per day. The 86 barrels of
oil per day from Section 18 is approximately 23 per cent of
the field total and the 286 barrels of o0il per day from Section
1% is 77 per cent of the field total. At this point, again
I would like to restate the fact that this field as being on
an active water drive with no associated gas makes these
wells very steady producers, I mean, there is just no
variation from day to day and on this basis I think that a
monthly well test will be very representative of the wells'
ability to produce and that by multiplying this by the
number of days produced in a month, each well will be
properly allocated as far as what it produces.

I would also like to restate the fact that all the
different ownership parties which are involved in Secticn
19 do not object to this commingling.

Q As a matter of fact, they are kind of happy
with us for increasing production, aren't they?

A Yes, I think they should be. We have heen
able to get about a sixfold increase out of field production.

MR, ROSS: Well, I believe that's all the Direct

we have.
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MR. UTZ: Are there questions of the witness?

Witness may be excused.
(Witness excused)
MR. ROSS: I would like to aék one questions.

0 In your judgment, Frank, do you think that
this proposal will protect the correlative rights of all
the people in the field?

A Yes, I helieve so.

Q And it is the most efficient method of doing
this costwise?

A Yes, for initial investment and future operating
cost to be involved this is the most efficient.

MR. ROSS: I believe that's all except I would
like to make a closing statement if there is no other
questions.

MR. UTZ: Witness may be excused.

(Witness excused)

MR, UTZ2: You may make your statement,

MR. ROSS: I think there are three points
here, The first is that all of the intcrest owners have
been contacted and are satisfied and tﬁinqs have been
explained to them, we didn't have any trouble at all getting

their concurrence. They will all benefit if this application




15

is favorable considered. We are positive that we will have

an accurate metering of each of the individual wells because
1 of the nature of the field and the equipment we plan to install
and the third thing is that this field is an advanced state
of depletion which makes the production susceptible to
accurate measurement and with that statement I believe that
i concludes our case,

MR, UTZ: Case will be taken under advisement.
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Pan American Petroleum Corporation 5 7 é, 74
Security Life Building A
Denver, Colorado 80202

Attention: Mr, R, B, Gilas
Gentlemen:

Reference is made to your application dated March 29,
1968, wherein you request authority to commingle Hogback
Dakota 0il production from your Navajo Tribal Section 18
Lease and your Navajo Tribal Section 19 Lease, allocating
the production on the basis of mounthly well tests.

Please be advised that the rules of the Oil Conserva-
tion Commission do not permit administrative approval for
this type of commingling unless all interests including
working interests, royalty interests, and overriding
royalty interests are identical.

Very truly yours,

DANIEL S. NUTTER
Chief Engineer

DSN/esr

cos My, B, C, Arnold Mr. John Anderson
Supervisor, Platrict 3 United States Geologlcal
Oil Conservation Commissgioun burvey
1000 Rio Brazos Road PDrawer 1957

Aztec, Hew Msxico Koswell, New Maxico



FORM 497 5-63

PAN AMERICAN PETROLEUM CORPORATION

SECURITY LIFE BUILDING

DENVER, COLORADO 80202

January 19, 1368

BEFORE EXAMINER Utz File: AMR-151-986.510.1
CiL CONSERVATION COMMISSION
s {70 EXHIBIT NO. @5 Re: Regquest to Commingle Production
— Hogback Dakota Field
3 As v San Juan County, New Mexico

Mr. Douglas W. Knox
1700 Broadway
Denver, Colorado

Dear Mr. Knox:

As an interest owner in Pan American Petrcleum Corporation's Navajo
Tribal lease in Section 19, Township 29 North, Range 16 West, in the

old Hogback Dakota Field, you are probably aware that we have increased
production considerably during the past year by pursuing an active work-
over and development drilling program. To meet the objections of the

U.S. Geological Survey and the Navajo Indian Tribe, who no longer sanction
the surface disposal of the increased watier produciion, it has been necessary
to revise the old flowline system in the field and install an injection well type
water disposal system. We are incurring and will incur considerable expense
in carrying out this operation which is made more difficult because of the
rough terrain, Our present estimate is that producing operations in this field
will be another ten to fifteen years,

Prior to this contemplated water disposal operation only one well was pro-
ducing in Section 18 to the north of Section 19. Production from all wells
in fection i3 is ccgregated from the production from wells in Section 19
(where you have your interest} by using separate tankage. Maintainiug
separate tankage is not decirable from the overall operating standpoint and

in connection with the injection well water disposal system.

We have now drilled another well in Section 18 and are attempting to work
over the old weil nd have experienced increased production., We may want
to drill additional weilic in the arva. In order to handle the increased pro-
duction from Section 18 in the most efficient manner, Pan American proposes
t¢ commingle the production from Sections 18 and 1¢ through a common flow-
line gathering syctem, and aliocate the production back to the wells on the

hasis of montnly well tests,




File: AME_(5i-980.510.1 -2~ January 19, 1968

This procedure will permit us to operate the lease at less cost and ultimately
permit the lease to recover more oil by producing it to a lower economic limit.
K you agree to this procedure, please sign and return two copies of this letter

in the enclosed seli-addressed envelope.
Yours very truly,
PAN AMERICAN PETROLEUM CORPORATION

7

v

AGREED TO AND ACCEPTED this
1yl day of UPAldAcl. , 1968,

Gt J Tt
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BEFORE EXAMINER UTZ

CIL \.\..INPERVATION COMMISSION Re: Request to Commingle Production
2 Hogback Dakota ¥Field
& /1
Ey EXH'BIT . = San Juan Covnty, New Moexico
Lise No.___ S 76 Y T
S 3 SE4 N Ay

c/o Thomas M. Dincs
P. O. Box 2196
Colorado Springs, Colorado
Gentlemen:

As an interest owner in Pan American Petroleum Corporation's Navajo
Tribal lease in Section 19, Township 29 North, Range 16 West, in the

old Hogback Dakota ¥Field, you arc probably awarc that we have increased
production considerably during the past ycar by pursuing an active work-
over and development drilling program. To meecet the
U.S. Geological Survey and the Navajo Indian Tribe,
‘the surface disposal of the increased water production,

objcctions of the

it has been necess
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to revise the old flowline system in the ficld and install an injection well iype

vater disposzl system. We are incurring
in carrying out this operation which is made more difficult because of the
rough terrain., Our prescent estimate is thet producing operations in this
will be another ten to fifteen years,

Prior to this coniemplated water disposal operation only one
producing in Section 18 to the north of Scciion i9.

]

Production from all
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19 (where you hove your interest) by using so -
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Yours very truly,

PAN AMERICA N PETROLRD M CORPORA TION
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GEOLOGICAL SURVEY ST
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Pan American Petroleum Corporation PENG fJ;ﬁ“L};
Security Life Building \ ‘l
S— b } —— —

Denver, Colorado 80202 4 ThE £

Attention: Mr., R. B. Giles

Gentlemen:

By copy of your letter dated March 29, 1968, to the New Mexico
0il Conservation Commission, you request our approval to
commingle Dakota production from secs. 18 and 19, T. 29 N.,

R. 16 W., N MP. M., Navajo tribal lease I-8%3-Ind-58.

Pan American Petroleum Corporation is the lessee of record

and owner of all working interest in lease 1-89-~Ind-38 and,

as such, approval by this office to commingle production fraom

a single formation on the Indian lease involved is not required.

We have no objection to commingling Dakota production from

secs, 18 and 19, T. 29 X., R. 16 W,, N, M.P,M,, Navajo tribal
lease I-89-Ind~58. A copy of this letter is being forwarded
to the New Mexico 0il Consexrvation Commission for its files.

Sincerely yours,

..
’__,.-\1, Q\‘\:\\\ C\ - C\‘Q‘“"’\"\
— .

~ JOMN-A, ANDERSON
Regional 0il and Gas Supervisor

——
/ BEFORE EXAMINER UTZ

] QIL CUMSERVATION COMMISSION
/ —_EXHIBIT NO,

| CASE NO.___ 2 Do -




EX4IBIT
kil

HOGBACK DAKOTA rILLD
SAN JUAN COUNTY, ‘Q&i.”5x¥£51

U.S.G. Section 18, T29H-R16W

Current

Producing scumulative Prod.
Completion Rate Barrels 0il, to
¥Well No. Location ___Dbate BOPH BWPD *.April 1, 1968
8 330' FSL & 2310' FEL 5-5-24 29 150 32,918
21 165' ¥SL & 475" FWL 11-5-67 §1_ 75 7,478
Sub-total 8% 225 40,396
U.S.G, Section 19, T2SN-R16W
Current
Producing Cumulative Prod.
Completion Rate Barrels 0il, to
Well No,, Location Date BOPD  BWPD __épril 1, 1988
; P 1020 FNL & 2327' FUL 7-21-23 15 4s 297 ,u77
| 5 1980' FSL & 19e0' FEL 11-15-23 3 ) 17,514
7 330" FNL & 2310' FEL 3-27-2u 15 56 35,354
] gg0' FNL & 1650' Fel 10~ 3-2u 9 4 207,891
11 2310' FNL & 1320' FEL 12-16-24 68 200 56,283
12 22uu' FHL & 2453' TEL 3-31-25 2 10 227,929
14 2050' DL & 1910' TEL 5-18-53 12 45 57,062
15 1600" FNL & 2374' FEL 10- 2-56 59 350 33,427
19 1650' FHL & 2310' FWL 2-2u-60 - - 15,116
23 990! FHL & 2310% FEL 9-1u-57 ug 112 7,482
20 165Y FNL £ 475" FUWL 10-10-67 55 75 10,430
22 2 ol e
Sub-total 286 901 985,974
FIELD TOTAL 372 1,126 %1,006,367

¥Unallocated production prior to 1-1-50 is 2,904,483 parrals oll.

_B.EFORE EXAMINER UTZ

I I ERVATIO
P = A N CO/‘V\!’-’“Q’SloN
May 14, 1968 - SRl -
| A EXHIT NO._C
o \DE_ NU. 3 ‘ <

e T e




