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BEFORE THE 
OIL CONSERVATION COMMISSION 

FAHMINOTGM, NEW MEXICO 

IN THE MATTER OF; } 
) 

Application of Phillips petroleum Company ) 
for an order approving the Hospah Unit ) 
Agreement In the Bisti-Lower Gallup Oil } 
Pool, San Juan County, New Mexico. Applicant.,} 
in the above-styled cause, seeks an order ) 
approving the establishment of the Hospah } 
Unit i n the' Bisti-Lower Gallup Oil Pool con- } 
sisting of 480 acres of State of Mew Mexico } 
acerage which comprises the 3/2, S/2 W./'^g ) 
W/2 NEA of Section 36, Township 26 lo r t h ^ .Hange) CASE 1306 
13 West, San Juan County, New Mexico, Said ) 
unit is necessary to allow the applicant to ) 
participate in the p i l o t liquefied petroleum ) 
gas and dry natural gas injection project } 
authorized by Order ft-1027. } 

BEFORE: Daniel S. Mutter, Examiner. 

THANSCHIP? OF HEAfilMG 

MR. NUTTER: The next case is Case 1306. 

MR. UTZ: Case 1306": Application of Phillips petroleum 

Company for an order approving the Hospah Unit Agreement in the 

Bisti-Lower Gallup Oil Fool, san Juan County, New Mexico. 

MH. KELLAHIN: Jason W. Kellahin, Kellahin and Pox, Santa 

Fe, New Mexico, appearing in behalf of Phillips Petroleum Company. 

The Applicant haa two witnesses, Mr. Lewis and Mr. Norton, I would 

li k e to have sworn at this time. 

MR. NUTTEit: Will the witness stand and raise your right 

hands. 
(Witnesses swnrn } 
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m . KELLAHIN: I would l i k e to c a l l Mr. Lewis as the 

f i r s t witness, please. 

E. F« J-JKWIS 

a witness, having beer, f i r s t duly sworn, t e s t i f i e d as follows: 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

MR. KELLAHIN: I f the Commission please, l n connection 

with this application, I would l i k e to specifically c a l l the 

Examiner1a attention to Order Number R-l02? approving a p i l o t 

program for liquefied petroleum or dry natural gas in the B i s t i -

Lower Gallup Pool — this case being related to and connected with 

the case «ton that Order 1027 was entered. 

Q Would you state your name, please? 

A E. P. Lewis. 

Q By whom are you employed? 

A Phillips Petroleum Company. 

Q your position is what? 

A Reservoir Engineer with that Company. 

Q You've never t e s t i f i e d before the New Mexico Oil and 

Gas Conservation Commission as an expert, have you? 

A No, ai r . 

Q Mr. Lewis, what educational qualifications do you have fo? 

your position as a Reservoir Engineer? 

A I have an Engineering Degree from Oklahorae State College. 

Q And whtm d i d y n » 8 f t « u r e that , degree? 
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if—ITT tfinelweu Tnl i t y "nine. 

Q Ana since that date what has your employment been? 

A Twelve years of employment with Phillips Petroleum Company 

in the capacity of an engineer. 
Q, And how long have you worked in the capacity of an Oil 

Engineer? 

A Ten of those twelve years. 

Q And a l l of that time was with Phillips Petroleum Company? 

A Yes, sir. 

MR. KELLAHIN: Are the witness' qualifications acceptable? 

MR. MUTTER: They are. You are acquainted with the B l s t i -

Lower Gallup Oil Pool in San Juan County? 

A Yes. 

MR. NUTTER: They are. 

Q (By Mr. Kellahin} Are you acquainted with the unit agree­

ment under consideration In this hearing? 

A Yes, I asa. 
A u^ve you prepared a plat showing the area covered by this 

action? A Y e s* 8 l r ' 2 h & m ' 

Q I'd like to have the plat marked aa Exhibit Number One. 

MR. NUTTER: I t shall be so marked. 

(Whereupon the document was marked Exhibit Number One.) 

Q (By Mr. Kellahin) Now, referring to what has been narked 

for identification Exhibit One, Mr. Lewis, does that correctly 

depict the area covered by the Unit agreement under consideration > 
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A Yes, I t does. 

Q would you b r i e f l y describe that unit and give me a geo­

graphical description? 

A Well, the south half of Section Th i r ty - s ix , south half 

of the northwest quarter of Section Th i r t y - s ix , west half of the 

Northeast quarter of Section Thir ty-sir . , a l l i n Township Twenty-

six north Thirteen west. 

Q Now, penciled i n on that Exhibit i s another area. Would 

you state what that shows? 

A The penciled i n area Is the area of the so-called p i l o t 

in jec t ion HPG., high pressure gas in jec t ion program. 

Q, Is that the order called Order R-l027? 

A Yes, i t i s . 

Q Where is the in jec t ion well located? 

A Approximately f i ve feet south and east out of the corner 

of Township Twenty-six North and Twenty-five Worth. 

Q Now, referr ing to the p la t , does that show the lease 

ownership? 

A The plat shows the leaae ownership of the acreage involve' 

In th is unit agreement. I t does not show lease ownership of the 

remainder of the p i l o t in ject ion area. 

Q And what Is the basic land ownership of the area? 

A A l l of the lands involved in the uni t agreement i s state 

owned. 

0 And would vou state what the lease ownership within the 

i 
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unit area is? 

A Thia is division of ownership you have referred to? 

Q Yes, air, the work unit agreement Interest ownership? 

A Work unit agreement interest ownership in the unit 

w i l l be provided under terras of the agreeaaent. Terms of the 

agreement, in summarizing, Phillips Petroleum Company w i l l have 

an Interest of eighty-three point thirty-three percent, El Paso 

Natural Gaa Products Company w i l l have twelve point five per cent, 

Brookhaven w i l l have four point one seven per cent* Those 

figures have been rounded off to about six decimal places. 

Q Does that represent a l l the work unit agreement owner­

ship in the area? A Yes. 

Q. Do you know of any overriding royalties existing? 

A There is an overriding royalty attached to that tract 

identified on the plat as tract number six. Those tracts w i l l 

be changed in the unit agreement and we w i l l submit a revised 

plat showing the corrected plat numbers. That would be th© 

south quarter quarter ©f the southeast quarter of Section Thirty--

six. 

Q Will any portion of the land be coramunltized for the 

purpose of forming a d r i l l i n g unit? 

A Yes, sir. The west half of the southeast quarter of 

Section Thirty-six and the south half of the northwest quarter 

of Section Thirty-six have been — are subject now to eotssauniti-

n a t i o n agreement. _ 
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Q In connection with th i s unit agreement, does i t cover 

your producing formations i n the Bisti-Lower Gallup Pool? 

A Ho, s i r . Xt covers only that portion of the producing 

formation. 

Q Is that the reason th is i s a p i l o t program, f o r the purpos 

of test ing the gas in jec t ion program? 

A Yes, s i r , that 's correct. We merely want to implement 

this p i l o t in jec t ion program, 

Q Does Exhibit One show a l l the wells located on the unit? 

A Yes, s i r , i t does. 

Q Are a l l the lands i n the unit may a l l the lands i n 

the uni t reasonably be presumed to be productive ? 

A Yes, s i r . 

Q From the B i s t i formation? 

A Yes, s i r , they w i l l . 

Q Is the unit agreement i n a form which has heretofore been 

approved by the State land Commission? 

A Yes. The Land Consilsglon has reviewed the contract as 

to form and has approved i t as to form. 

MR. KELLAHIN: That's a l l the questions I have. 

MR. NUTTER: Does anybody have a question of the witness? 

MR. UTZ: I have. 

MR. NUTTER: Mr. Uts. 

CROSS-EXAMINATION 

VCV M P TFT 7.» 

e 
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Q nr. Lewis, i believe you stated ths south half of the 

northwest quarter of Section Thirty-six and the west half of the 

southeast quarter were being communltized? 

A Will be aooraunitlzed. 

Q Will be consnunitized, and the eighty acres dedicated to 

the one well on the eighty? 

A Yes, s i r . 

Q Why was this ccauaunitized? 

A The purpose of the cossaunitlzatlon was to permit the 

development of the f ield to eighty acre spacing, which was our 

intention at the time the agreement was executed, 

Q You are aware of the faet the spacing now is forty acres 

under statewide rules? A Yes, s i r . 

Q I presume you are anticipating eighty acre spacing? 

A Not as such. I don»t believe i t was our intention to, 

by agreement between E l Paso and ourselves, to develop until the 

order was issued on th© eighty acre spacing! we didn't anticipate 

that was our intention at the time, to d r i l l on eighties i f i t 

was the wi l l of th© Commission that i t be. 

Q And what would be your plan i f the spacing remained forty 

acres? 

A With respect to this communitization or unit agreement? 

Q With respect to the dril l ing of additional wells or 

communitization, either. 

& T R M t-ftnt 11- Trfi,]<i haY» no heartnp on th* unit afmoiMnt 
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or the communitization. I t doesn't prohibit the d r i l l i n g of 

any fur ther well on th i s t rac t or these t racts . 

4 The owners of the o f f - f o r t y would share i n the production 

of the f o r t y acres allowable, is that so? 

A Yes, s i r . 

MB. UTZ: That's a l l . 

MR. KELLAHIN: I f the Examiner please, I overlooked some 

questions. 

MR. NUTTER: Yes. 

REBIREOT EXAMINATION 

BY MR. KELLAHIN: 

Q Mr. Lewis, i n connection with the operation of th i s un i t , 

what w i l l be the a f fec t on your method of operation under th i s 

gas in jec t ion program? 

A By that , do you mean how do we propose to conduct our 

operations under this unit as a means of fur ther ing the in jec t ion 

program? 

Q That ia correct. 

A Well , i t i s our intention to produce a l l of the o i l 

allocated to these tracts from the one well wi th in the p i l o t 

in jec t ion area; the reason being that the present allocations to 

these wells i s so low that production i n the unit area, the p i l o t 

in jec t ion area, would be so restr icted that we couldn't evaluate 

the in jec t ion program i n a reasonable length of time. That, bein 

very h r l ^ f 1R the whole nub of th is s i tuat ion We hsve f n v»o««» 

s 
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— s u f f i c i e n t produ"gti6n capacity from the p i l o t infec t ion or pnoi; 

area wells to adequately test th is process. 

Q How long do you think i t w i l l take to accomplish that , 

Mr. Lewis? 

A Well, I don't wish to contradict what may have been 

entered in a hearing with respect to the p i l o t area, but we antic 

pate a maximum of two years w i l l be required to evaluate th is 

thing, and very probably less than that . 

Q And i n the event the prorationlng of o i l production was 

ins t i tu ted i n th is type of pool, would I t be necessary to transfe 

allowable to properly conduct the test? 

A I believe so. 

q Would you ask that that be taken in to consideration i n 

connection with any proration hearing involving th i s pool? 

A Yes, s i r , I think that would be desirable, cer tainly. 

m . KELLAHIN: That's a l l I have. 

MR. NUTTER: Mr. Lewis, the primary purpose of th is unit 

agreement i s to transfer — is to provide f o r the transfer of 

the allowables from a l l of the wells within the unit area to the 

one wel l located in the southeast quarter of the southeast quarter 

of Section Thirty-six? 

A Yes, s i r , that 's correct. 

Q That i s under the present system under which there i s no 

al locat ion of o i l by the Oi l Conservation Commission to high weIK 

A Yes. s i r . 

•* 

•» 
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MR. KELLAHIN; I would like to point out under State law 

th© common purchaser ia required to take ratably from the wells 

within the pool, and i t would be necessary to have at least some 

recognition of this program in order to protect the purchaser as 

well as the producer in regard to transferring production, aithoujjh 

there is no proration at this time. 

MR. NUTTER: In the event there would be proration in the 

Bisti Pool, do you think the scope cf this unit agreement and this; 

hearing Is sufficient to allow the transfer of the allowables to 

one well? 

MR. KELLAHIN: I t is set out in the unit agreement attached 

as an exhibit to the applications. 

MR. MUTTER: What is the purpose, Mr. Lewis, of including 

the w?st half of the northeast quarter of Section Thirty-six in 

the unit area? 

A We consider i t to be proof, essentially proven, as to the 

abi l i t y to produce. We see no reason for excluding i t from the 

unit agreement. 

Q Would you in effect be transferring allowable from that 

eighty acres to the Number One Well? 

A No, sir. Under the present system, that tract has no 

allocation and, presumably, I t would have no allowable under the 

allowable set up until sueh time a well were drilled on that tract. 

0, Do you know whether Phillips Petroleum Company contemplates 

d r i l l i n g a W H rm t h a t e i g h t y 
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A I have no knowledge of their plans as to that at the 

present time. 

q i t assms that at the present time you have more wells than 

you need i n Section t h i r t y - s i x . You want to produce one well and 

you have a t o t a l of five wells, i s that correct? 

A Yes, s i r . 

Q So, in a l l likelihood, because you have more wells than 

you need you probably won't d r i l l another one? 

A I don't know that you could say that we have more than 

we need i n that unit area now. I don't believe I quite understan 

what you mean. 

Q You have five wells, but you want to produce one? 

A That's r i g h t , but we have to have the fact of a well i n 

a tract i n order to have i t receive allocation or allowable under 

the allowable ruling. 

Q In other words, this assignment of allowables or the 

assignment of an allocation under the present ratable take system 

of the purchaser in the pool provides for transfer of allowable 

only from m eighty acre unit that has a well on i t ? 

A On their- division for the transfer of allocation, but 

you must have a well on a tract in order to receive an allocation 

from the pipeline. 

Q, Mr. Lewis, is this unit agreement a participating type 

of unit agreeiaent? In other words, w i l l participating areas 
t e Bet Up, Pn»1 W i l l + h e > W f t - M l f n̂r*t:bis»̂ .Mt". qiiar»t«r n f 
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Section T h i r t y - s i x he i n that p a r t i c i p a t i n g area? 

A Yes, i t i s . I t i s not a p a r t i c i p a t i n g type. A l l of the 

t r ac t s i n the un i t area w i l l pa r t i c ipa t e i n the area. 

Q And that t r a c t w i l l get c r ed i t f o r some of the o i l pro­

duct ion i n the southeast quarter of the southeast quarter of the 

Section? 

A Yes, s i r . 

KH, NUTTER? Any other questions of the witness? 

Q (By Mr*. Kel lah in) Mr. Lewis, w i l l f u r t h e r development 

of tiie area he dependent upon the irogreas and the experience 

real ised as a r esu l t of tha gas i n j e c t i o n program? 

A I t ' s qui te probable i t w i l l have some a f f e c t on the 

f ut u re de ve i opine n t . 

MR. NuTTSR: Any other questions of the witness? I f not , 

he may bo excused. 

(Witness excused.) 

MR. KELLAHIN: 1 would l i k e t o c a l l Mr. Norton as a witne 

3D NORTON 

a witness, having been f i r s t duly sworn, t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q Would you state youx* name, please? 

A Ed Norton. 

Q By whom are you employed? 

<\ RI P^ari Taafcur»»l Oas P r o d u c t s Company. 

J S . 
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Qt aiiat is youx* position 

A Lineman in "Che line department. 

Q In connection with your position as imeaan in the line 

department ror Bi iaao ifeturai Oas Products Company, are you 

familiar v/ith tne. Hospan Unit- Agreements 

A I am. 

Q have you iiad anything to do with that agreement ? 

A I have. 

£ 2fow, do you know what the present situation is as to the 

execution of that agreement? 

A The unit agreement at thc present time has been executed 

by the Ll Paso Natural Oaa Products Company, and we have been 

notified by Brookhaven Oil Company that they have approved the 

form of the agreement and that they w i l l execute i t when we 

forward the unit agreement to them. 

Q In connection with Mr. Lewis' testimony, he mentioned 

certain overriding royalties. Do you xnow what tne status of 

that is? 

A Verbally they have agreed to the executing of the unit 

agreement, also. 

Q Who holds that? 

A John Burroughs and his wife, Jean Burroughs. 

Q And he has agreed to executing the agreement- ? 

A Yes, sir. 

Q—Then, upon tho oxooutlon of thooo, a l l parties owning 
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Interest within the unit area w i l l execute the agreement? 

A Yoa, s i r . 

Q At that time, would you be w i l l i n g to furnish the Commissi 

with .1 photostatic oopy showing that the agreement has been 

duly executed? A We w i l l . 

MR. KELLAHIN? That's a l l I have. 

A I wight say this unit agreement has been executed by the 

Phillips Petroleum Company, also. 

HR. NUTTER j So that upon the execution by Brookhaven 

and by the overriding royalty interests, one hundred percent of 

the working interest, ownership and overriding royalties w i l l be 

executed? A Yes, s i r . 

Q You say that you didn't, but I think the statement was 

made, that the unit agreement has been submitted to the Commissions 

of Public Lands of the State of New Mexico? 

A I t ' s my understanding that i t has been. 

MR. KELLAHIN; Mr. Lewis t e s t i f i e d to that. 

MR. NUTTER: And preliminary approval as to form of the 

unit agreement has bean given? 

MR. XSLLAHIK: That•s right. 

MR. NUTTER: Any questions of the witness? I f not, the 

witness may be excused. 

{Witness excused*} 

MR. NUTTER: Does anyone have anything further they would 

like to offer in Case 130-6^ 

on 

r 
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MK, KELLAHIN: I f the Examiner please, we would like to 

offer in evidence Exhibit One, and, in that connection ask 

permission to f i l e a corrected plat, the numbers appearing on 

the various plats in there to coincide with the present agreement 

and we would like to f i l e a plat showing the correct numbers. 

MR. NUTTER: I think you said the plat mentioned the 

southeast quarter of Section Thirty-six. The correct number 

on that tract number six w i l l be amended to be tract number five 

on the corrected exhibit? 

MR. KELLAHIN: Attached to the unit agreement is Exhibit 

"A" which correctly describes the tracts by number. 

MR. NUTTER' Are you offering this? 

MR. KELLAHIN: Yes. 

MR. NUTTER: Without objection, Phillips Petroleum Exhlbl 

One, Case 1306, w i l l be received in evidence. 

(Whereupon the document was received in evidence as 
Exhibit Number One.) 

MR. NUTTER: Does anyone have anything further in this 

case? I f not, we w i l l take the case under advisement. 

• i 

t 
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