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EXAMINER HEARING

IN THE MATTER OF

CASE 2318: Application of El1 Paso Watural Gas
Products Company for an order force-
pooling a non-standard oil proration
unit in the Cha Cha~-Gallup 011l Pool,
San Juan County, New Mexico., Appli-
cant, in the above~-styled cause, seeks
an order force-pooling all mineral
interests in the Cha Cha-Gallup 0il
Pool lying Worth of the mid-~channel of
the San Juan River in the SE/l of Sec-
tion 17, Township 29 North, Range 1l
West, San Juan County, New Mexico.
Interested parties include Humble 0il

& Refining Company, Pan American Petro-

leum Corporation, and A, L. Duff.
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MR. UTZ: Case 2318.
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MR. MORRIS: Case 2318. Application of E1 Paso Natural

Gas Products Company for an order force-pooling a non-standard oil

proration unit in the Cha Cha-Gallup 0il Pool, San Juan County,

New Mexlico.

MR. SPANN: Charles C. Spann of Grantham, Spann & San-
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chez, 91l Bank of New Mexico.ggiiding, Albuquerque, aﬁbééﬁi;g
for the applicant.

MR. UTZ: Any other appearances?

MR. HINKLE: Mr. Examiner, Clarence Hinkle, Hervey,Dowr
& Hinkle, Roswell, on behzslf of Humble.

MR. BUELL: TFor Pan American, Guy Buell, and if all the

appearances are in, Mr. Examiner, I would like to make a brlef
oral motion.
MR, UTZ: Any other appearances in this case? You may

proceed.
MR. BUELL: As the Examiner probably recallg, Case 2297
which was heard June 7th of this year, was the application of Pan

American for two non-standard units and two unorthodox well loca-

tiong. As the Examiner also recalls, El Pago Watural Gas Products
Company cage, which is being heard here today, was also discussedg
during Case 2297. Thelr application, of course, is to force~pool
and form a unit for all acreage north of the mid-channel of the

San Juan Rilver in the southeast quarter of Section 17. One of |
our non~standard units that was a portion of Cage 2297 1s in that
goutheast quarter north of the mid-channel of the San Juan River,
that being Pan Americants Frank Wood lease and Pan American's 1
Gray lease. As the Examiner will also recall, both El1 Paso Watur-

al Gas Products Company and Pan American said that they would

meet with Humble and do everything that we could to voluntarily

pool our acreage insgofar as we could, and form a unit. Since that
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hearing day of June 7th, negotiatlions have been going on, and 1t
looks like they have been frultful, and that we are going to be
able to voluntarily pool our acreage with the Products Company

acreage and the Humble acreage.
In view of that voluntary effort, I would like to move that

the record of Cage 2297 be consolidated with the record of E1

Péso's case here today for the purpogse of issuing an order to

cover a non-standard unit in that southeast quarter of Section 17.

While we are in the process of voluntarily pooling our acreage,

there is sane unleaged acreage in that southeast quarter that can-

not be voluntarily pooled, and the only way it can be brought into

a unit at this time is through forced pooling. So I would like

to move that the record of Case 2297 be consolidated with the
record of the case here today.

MR. UTZ: Is there objection to the inclusion of the
record of Case 2297 into the record of Case 231827

MR, SPANN: I would like to inguire of Mr. Buell if it
is his position that ingsofar as his application for the non-
standard unit conflicts with E1 Pago's application, you are dig~-
migsing it. In other words, you are joining in El Pasots ap-
plication as distinet from yours insofar as the unit is con-
cerned.

MR, BUELL: I don't understand any conflict, unless you

are referring to our disagreement of the northern boundary of the

Nava jo Reservation.
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MR. SPANN: Ng, IWQ;;;;; referring to that ggwéii:wght
your application does conflict with El Paso's in that 1t asks for
a different unit, a smaller unit than we are seeking, and your
application, your unit, as proposed by your application, 1s in-
cluded within the area encampassed within our application. %

MR. BUELL: At that hearing, we asked for approval, as |
ydu may recall, of a hundred eight acre non-standard unit, which
would eventually have included all of the acreage thatts within
your application. That's why I don't see that there's any con-
flict.

MR. SPANN: I understood your original application was
for less than the entire area that we are now --

MR. BUELL: If you are referring to the notice of hear-

ing, you are abgsolutely correct, but as you recall, we amended f
our application, you might say, at the hearing to ask for an ad- |
ministrative procedure to be set up whereby we could expand to a
full one hundred eight acre non-standard unit, which, with the

exception of the question between us on the boundary line of the

northern line of the NavaJo Reservation, included the exact acre-§
age that's within your application. ’
MR. SPANN: Okay.
MR. UTZ: Mr. Buell, as I recall your application, the
previous application in 2297, you asked for a considerably asmallen

unit than E1 Paso is asking for now, and also reduested adminis-

trative relief to expand that unit to include the other unit.
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MR, BUELL: Yes, sir, thatts exactly correct. é
MR. UTZ: In that reapect, you don't feel that you ar%
at odds with the Products Company at this time? {

MR. BUELL: Thatts right. ;

MR. SPANN: I have two witnesses, Mr. Examiner, Roland
Hamblin and Lee Ayers.

(Witnesses sworn)

MR. SPANN: For the record, I have Mr. John Mason of
El Paso with me.

MR. UTZ: I think I have a motlion which I neglected to ;
rule on,the consolidation of Case 2297 with Case 2318. 1Is there
further comment with regard to thls consolidation? If not, the
Case 2297 will be consolidated with Case 2318. !

ROLAND HAMBLIN,
called as a witness, having been first duly sworn on ocath, testi-
fied as follows:
DIRECT EXAMINATION

BY MR, SPANN:

Q wWould you state your name and your residence, for the
record, please?

A My name is Roland L. Hamblin. I'm manager of the Land
Department, E1 Paso Natural Gas Products Company in E1 Paso,Texas.

Q For how long have you been with El1 Paso, employed by El

Pago Products Company?

A For El Pago Natural Gas Products ggmpany,rgpproximately
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Q Are you familiar with the application filed by E1l Paso

Natural Gas Products Company in Cage 23187

A Yes, sir, I an.

Q Generally, that applicatlion seeks to force~-pool certaln ;
acreage in the southeast quarter of Section 17, Township 29 North,
Raﬁge 1} West, San Juan County, New Mexico, which lies north of
the center of the channel of the San Juan River; 1s that correct?

A That isg correct.

Do you have a plat of that area?
A Yes, sir.

MR. SPANN: Mark this as Applicantts Exhibit 1.

(Wwhereupon, E1 Pasots Exhibit Wo.
1 was marked for identification).

Q (By Mr. Spann) You have a copy of Exhibit 1 in front oﬁ
you, I take it. E

A Yes, sir, I have.

Q Directing your attention to that Exhibit, what does it %
show, Mr. Hamblin?

A Exhibit No. 1 1is a map and survey of the southeast quar-
ter of Section 17, Township 29 North, Range 1l West, showing the |
location of the San Juan River, and the ownership north of the

River in the southeast quarter of Section 17.

Q When was that survey made, if you know? I see thé date

May 15, 1961 on the plat. Would that be the correct date?




R REPORTING SERVICE, Inc.

]
4

DEARNLEY-MEIFE

PHONE CH 3-6691

ALBUQUERQUE, NEW M:=XICO

PAGE T

A Yes, sir, that 1s the date that that swvey was made by

Jim Leasse for Humble 0il & Refining Company; the recent sur-

vey of the San Juan River in thls Section.

Q That shows the mid-channel of the River as it flows to-
day, or at that time, May 15, 1961; is that correct?

A Yes, sir.

Q I notice you've colored the various interests on this
plat. Have you calculated the acreage held by each owner there?

A Yes, sir, we have. We lave calculated the acreage owned
by Pan American, which is colored in orange on the Exhibit, SL;.BSi
acres; the acreage of Humble in blue; 10.56; the acreage of El Pas%
Natural Gas Products, which 1s an undivided one-half lnterest in
the yellow tract as 1l.21 acres, would be our net interest. The
yellow tract itéelf is 28.142 acres. Theret's a tract not covered,
19.80 acres, making a total of 117.89 acres. This is slightly
different than it 1s in the application, but owr surveyor has made
a slight miscalculation, and he has readjusted his figures very
slightly,so there is a slight difference, a few tenths of an acre,
between the Exhibit and our application.

Q But the figures that you have just testified to are the
correct oneg,insofar as the respecti&e acres are concerned?

A Yes, sir, as far as we can determine.

Q Would you just state who the owners are of the various

tracts there? I believe youlve said Pan American ownag the acreage

colored in orange; 1s that correct? |
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. and produced, except through force-pooling. this acreage,in ac-

. cordance with your application?

H

A Yes, sir. E1l Paso Natural Gas Products hés an undivided

i

one-half interest in the acreage colored yellow. Humble owns theg
acreage colored in blue. Mr. A. L. Duff owns the minerals under |
the 19.80 acre tract unleased, and also an undivided half interesﬁ
under our yellow tract, which is also unleaged.

Q Have you notified him of this application?

A Yes, alr. Pan American and Humble and E1 Paso, of

course, are in agreement now as to the unit, and we have notified

Mr. Duff, and he is aware and has notice of this application and

this hearing. i
Q Have you been able to obtain his approval to the forma- i

!

tion of this unit? |

cod

A No, sir, we have been unable to obtain his approval.

Q Now, do you feel that the forced pooling of this unleaseé
acreage into this unlt is necessary to protect correlative rights |
in thigs area?

A Yes, sir, I do, for the reason that of the 19.80 acre
tract, which is unleased, and the other undivided half interest |
in our 22.L2 acre tract, if we do not force-pool these at this

time, this acreage will be drained, and it will not protect his

correlative rights.

Q Do you know any alternative way this could be drilled

A No. I know of no other way to protect the correlative
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Q You feel 1tt's abaolutely necessary that thias be done 1if %
you are to receive ﬁour fair ghare of the o0il from your acreage =--

A Yes, sir. |

Q -=- and the other owners receive thelrs from thelr acre-
age?

A That is correct.

Q Mr. Hamblin, do you feel that the acreage in this entire
unit is productive of oll,based on your information at this time?

A I'm no geologist, I wouldn't be qualified to answer that
quegtion. As far as I know, it is.

Q You expect to get production?

A I dontt know that 1it's not, but, as I say, I'm no
expert on it.

Q Do you have any recamendations as to who the operator
of this unit should be?

A Yes, sir. We have reached an agreement wlth Pan Ameri-
can, and they are to be the operator of thlsg tract, and we are in
agreement.

Q It 1s agreeable with you that Pan American operate this
unit?

A Yes, sir, we are in agreement.

Q What about a proposed well location?

A Well, the proposed location, as presented by Pan Ameri-

can, is acceptable to E1l Paso Watural Gas Products Company.




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, NEW MEXICO

PHONE CH 3-6691

paze 10

Q That is the unorthodox location which they ﬁa%é»appiiég
for in thelr Case No. 2297; 1is that correct?

A Yes, slr, that 1s correct.

Q You are familiar with that application --

A Yes, gir.

G -~ and know the location of that well?

A Yes, sir.

Q What would you contemplete insofar aé payment for the

cost of the well 1s concerned belng allocated among the various

owners in the unit?
A Well, inasmuch as Mr. Duff is unable to joln, and, therer
i

fore, pay his share of the drilling costs, I agsume that an operat}

i
1

ing agreement will have to be entered into with Pan American being
the operator, and that Pan American and El Paso Products, and %
Humble,in the respective proportions,will have to put up Mr. Duff'%
share of the drilling costs, and also of the operating costs, and?
recovef those costs out of production from this well.

Q What would you recommend insofar as the percentage of ;
recovery of those costs are concerned?

A Well, there is, of course, the risk of drilling the well,
putting up our money. We might not obtain production, we might
not get our money back, and the only way we can get it back would
be, of course, out of production from the well. Therefore, we

should be entitled to something more than just our drilling costs.

The normal cost in the industry for a non-consenting working inter
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| est owner is another two hundred percent, or one hundred fifty perﬁ

! cent to recover that of their drilling and operating costs. How- |

% ever, in thls case, I believe we feel that one hundred twenty-five%

percent would be approximately correct.

. € That would be the minimun that you ought to receive?

A That would be the minimwn that we feel we should ask for,

:We understand that is about the most that the Commission will ap~ |

?prove, so we decided fhat's about all ﬁe should asgk for. _
Q Well, in the event, of course, that Mr. Duff ghould cameé

| forward and contribute his share, then, of course, you would per- |

‘mit that and permit him, then, to join?

: A Yes, sir. If he could and he would joln, and pay his
|

~ share of the drilling costs, that would be perfectly agreeable witﬁ
| E1 Paso Products.

MR SPANﬁ: Thatts all we have from this witness.

MR. UTZ: Do you want to offer your Exhiblts?

Q (By Mr. Spann) Was this Exhibit 1 prepared by you or

; under your direction?
A Yes, sir, 1t was.
MR, SPANN: 1Itll offer Exhibit 1 in evidence.
MR. UTZ: Exhlbit 1 will be entered into the record.
(Whereupon, E1 Pasots Exhibit Wo. 1

wag received in evidence).

| MR. UTZ: Any Questions of the witness?

MR. MORRIS: Yes, sir.
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CROSS-EXAMTNATION |
| BY MR. MORRIS:

i
i

Q Mr. Hamblin, this plat that you have introduced has been%
‘marked as Exhibit No. 1. ould you go into a little blt more de-
tail on the sburce of ydur information here, and the survey, and
when it was made, ahd by whom?

A Yes, sir. We and Humble have both requested the River

yright here to be fesur#eyed (indicating). This area right here was
' requegted by Humble, and they requested that Mr. Jim Leasse with
5‘San Juan Engineering Company survey that. He has done so recently,
~at Humble's request, and this sﬁrvey hag just recently been com-
:pleted, and was actually done on May 15, 1961,
; It shows in quite detail the course of the San Juan, the high
ibank, the edge of the water of the mid-channel, the varying degrees
!of the River. It has changed gince the 1882 survey.
% Q _Is it the oplnion of El Paso Natural Gas Products Company,
éthat the ownership ln this area is as shown by your Exhibit Wo. 17
A Yes, sir, that is our understanding and our thinking, that
this correctly represents the ownership of this tract at the present
time.
MR. MORRIS: At thils time I would like to ask a question
jof the attorneys présent whether Pan American and Humble intend to

-put witnesses on the stand to testify as to ownership?

P MR, BUELL: I can spesk for Pan American, Mr. Morris. We

i
{

?have previogly done so i1n the Case 2297, which has been consolidated




RVICE, Inc.

Sk

R REPORTING

ARNLEY-MEIF

Al
4

DF

PHONE CH 3-669

ALBUQUERQUE, NEW MEXICO

PAGE 13

{ with this. That's the reason that I haven't ob jected to these

|

i questions and'answers”that have gone into title. T made that same .

éobjection in 2297, and was overruled, and I felt that the same rulJ
éihg would carry forward. I didn't see any sense 1n delaying the
%hearing with that.
é MR. MORRIS: I would like *o ask, then, 1f you can speak |
gfor Pan American’and answer whether they would concur with the é
}acreage allocation to‘the various tracfs that have been presented
; on Exhibit No. 17 E
| MR. BUELL: Wo, sir. As you may recall, and Mr. Spann |
. and myself discussed at the outset 6f the hearing, thatts one
gpoint of contention between the Products Companj and ourselves. w'éf
%feel that the northern boundary of the Wavajo Tribal Reservation
leagses 1s as it was fixed by the last official survey in 1882.

MR, MORRIS: So Pan American would not claim to own 54.85

acres, as shown on Exhibit Wo. 1°?

? MR. BUELL: ©No, sir. The record of our case will show
- that we claimed ==

MR. SPANN: I would like to state this. The reason we
arentt making any point of it at this time is that Pan American
will be the acreage affected and not El1 Paso. In other words, if
jthey take the position that thelr acreage calculation is correct,
1t will merely affect the interest they have in the unit, it wontt

raffect us.

MR. MORRIS: But in bringing a forced pooling action, we
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{
J

' need to establish whose figures we're goling by in setting up how

gmany acres are in the unit. |
MR. SPANN: Well, there i1s this dispute as to that. Hows
‘ever, 1t does not affect El Paso's position, and we!'ll Jjust have to

i

idefer that to the judgment of the Cormission.

% MR. BUELL: We, i1n this case, Mr. Examiner, wetre the only
lones that are, I don't believe adversely affected is the proper ex;
gpression, because we don't feel that we're entitled to anything that

!

;is not legally ours. - Under our application, we figure that in
sthis unit we have L6.47 acres. According to El Paso, they figure
fwe have 5.85. Buf using the last official survey, which was made
éin 1882, our Frank Wood 1lease and that portion of our Gray lease
?in the southeast quarter of Section 17 and in our legal opinion,

' contains L6.47 acres --

MR. SPANN: I might say also that the unleased portion

that we are attempting to force~-pool is not affected also.

MR. MORRIS: May I ask the same dQuestion of Humble?
MR. HINKLE: I understand that Humble partlcipated in the
survey, and as far as I know, they are willing to accept the figuregs.

A Thig is their survey.

MR. HINKLE: I am sure they will want to accept their sur
- vey.
MR. MORRIS: Would it be Humble's contention that you own

H

| the amount shown by your own survey?

MR. HINKLE: I think it would be, although I have no way |
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| of knowlng what the disposition would be.

g |  CROSS-EXAMIVATION (Continued)

 BY MR. MORRIS:

i

| Q Mr. Hamblin, have you any plans for submitting this sur- §

zvey made by Mr. Leasse to the Bureau of Land Management for approva@,

jor for any sort of officlal recognition? E
!

‘tion has to be resolved, becausge therets a lot of people involved

A We do not have any definite plans. Certainly this ques-

. that are not here. Itt's going to have to be discussed with the
:Navajo's' B.L.M. &and resolved.

We have no definite plans as to how that is going to be donme,
éor what action it would take. We are in agreement that it will
5have to be resolved. Just how, I don't think we know at this time,
just how we're going to resolve it.

Q Mr. Hamblin, as to the El Paso Producta Company!s acreage

in here, will you be willing to abide by a Commigsion decigsion to

follow the 1882 survey governing the amount of acreage that's in

your --
MR. SPANN: I would like to Inject this. I don't want
.any positipn taken by the El1 Paso people that would be binding on
;that Mr. Hamblin not answer that unless it be construed as  the’
opinion of E1 Pago so far as any point made in the future is con-
;cerned; We merely say that we are not affected in thig applica-

tion, if you use the figures that Mr. Buell submitted in his appli-

them insofar as the future posltion is concerned. I would prefer

i
|
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?cation for the acreage of this so-called Wood lease.
% MR. MORRIS: »Let me ask this question, then, to you, Mr.§

i

: s
: Spanmn, if I may. Assuming that the Commisslon approves this forced
: pooling application, itts golng to have to lssuve an order, and it'ﬁ
;going to have to say how many acres are in the unit that wetre

| forced pooling. How many acres do you think that we must say in

our order are in this particular unit?

MR, SPANN: Well, now, welve éubmitted a plat showing the
%acreage, according to that survey, and the present course of the
ERivef. Pan American has submitted a plat showlng the acreage based
on the 1882 survey. I'm no more in a position to agree that Mr.
iBuell's position is correct than he is that mine is correct. Im
Emerely saying that we are not affected by this dispute in acreage,
jand that we are making no contention regarding it one way or the
iother at this point. I appreciate that that doesn't help the

' Commission, but on the other hand, I don't know what other position
|

;we can take.

MR, UTZ: Mr. Spann, the plat that was submitted in Case

. whatever it was == 2257 =-=-
MR, BUELL: 2297. That is the copy that I handed you.
MR. UTZ: =~ shows 2297 acres in your lease, and yours
jshows 2842,

MR. SPANN: Wait a minute.

MR. MORRIS: 27.92 acres were shown in Pan American's Ex-

'hibit in that case. |
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|
1

1ly. Our tract, Humble's tract.

|

i

MR, SPANN: We contend that as far as our acreage is con{
cerned, that our plat is correct. We make no contention about the
Wood lease. I don't know why that came about like that.

A He readjusted each one of the figures in here very slight}

MR. SPAYN: I don't know how that came about. |

MR. BUELL: I dontt know either. If I might interject,

it was my understanding that we were in agreement on the amount of

. acreage in your tract. If it would be proper for me to submit here;

Mr. Examiner, in thils particular case; I realize that this factual

tsituation is going to apply 1n other cagses, it might cause a more

|

~in this case and especially since an order of the Cormission does

painful decision for the Commission to make, but here in this casé_
and in this factual 1instance, Pan American is contending that the 1
northern boundary of Nava jo Tribal Reservation lease is as it
was set in 1882, thé lagt official survey. We are the operator in
the proposed non-gztandard unit who will have their acreage partici—i

§
i

pation in this proposed unit reduced, and it would seem to me that

"not decide title, that the decision in this particular case shouldntt

be too difficult, because welre the ones that would suffer the re-

:El Pago!'s acreage as they propose it, Humble's acreage ag itts pro-

duc tion in acreage.
MR. SPANN: Any problem between the parties will be re-
solved by an operating agreement anyway.

MR, MORRIS: What it would boil down to is, we would take
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and then take Pan American's acreage 1n the pre vious case.

MR. BUELL: Our only contention, Mr. Morris, is that the .
gsouthern boundary of this unit should be in accordance and in agree-
ment with the 1882 officlal survey. I'm at a loss, as I stated, td

understand the minor discrepancy of our acreage figure for El Pasols

- and theirs. I understood we were 1in agreement on that.

MR, UTZ: Mr. Buell, I would like to clarify a point. If

this survey of Mr. Leasse of May 15, 1961 is accepted by you, would "

: and 11;.82 according to ours, which leaves a differential of an acre

~and a half, as far as Humble 1s concerned. v

~of your knowledge, does Pan American propose to drill the well that

that affect the acreage in your unit éouth of the River?
MR, BUELL: Yes, sir.
MR, UTZ: It would decrease it?
MR. BUELL: Yes, sir.
A Add it here, and decrease it there, 1t wouldn't affect
Pan American either way. ;
MR. MORRIS: Therets a 51.86 acre unit south of the
River in the southeast quarter; is that correct?
. BUELL: Yes, sir.
MR, SPANN: I might point out that I calculated Humblets

acreage at 13.32, understand, according to Mr. Buelltg Exhibit,

Q (By Mr. Morris) NMr. Hamblin, caming back to you, finallj,
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they have proposed in their unorthodox location on this unit?
A Yes.
Q Have they glven you reason to believe that theytre going
to drill that well?

A Yes, they have. Itts our understanding that they defin-

itely intend to drill the well in the very near future.
Q Do you feel that unless the Commission issues this forced
pooling order, that 1t will cause the drilling of unnecessary wells

in this area?

A Yes, sir, I do.
MR. MORRIS: Thatts all. Thank you.

MR. UTZ: Any other questions? If not, the witness may be

- excuged.

!
1

'ag engineer in charge of the reservoir engineering section.

(Witness excused)
MR. SPANY: Mr. Lee Ayers, please.
LEE AYERS,
called as a witness, having been first duly sworn on oath, testi-
fled as follows:
DIRECT EXAMINATION

BY MR. SPANN:

Q Would you state your name and residence, please?

A My name 1g Lee Ayers. I live in El1l Paso.

oD

By wham are you employed and in what capacity?

A I am employed by the El Paso Natural Gas Products Corpany
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Q Are you familiar with E1 Paso's application in this Caseé

' Yo. 23187

A Yes, sir.

Q In connection with that application, have you prepared an

Exhibit which shows the economics of drilling in the propoged unit?

A Yes, sir.
MR. MORRIS: I would like to mark one as an Exhibit.

(Whereupon, E1 Paso's Exhibit No.
2 was marked for identification)

Q (By Mr. Spann) Now, directing your attention to El Pasols

Exhibit Wo. 2, a copy of which you have in front of you, I believe,
would you explaln what that is?
A This Exhibit, this brochure, contains three pages ldenti-

fied ag Exhibit 2~A, 2-B and 2-C. Exhibit 2-A shows the basie

regervoir data for Cha Cha-Gallup Pool, The equation for the cal-

culation of the original oil in place 1s shown to be 7758 times acr

| feet times porosity times one minus the water saturatlon, all

- divided by the oll formation factor. For the Cha Cha-Gallup Pool,

the average porosity 1s 1.7 percent. The water saturdatlion is

35.0 percent, and the oil formatlon volume factor is 1.392. So,

putting these data into the formula for calculating the original

foil in place, we show the calculation to be 532.53 barrels per acre

- foot. The estimated primary recovery for this reservolr 1s 13.7

| percent of the original oll in place. So, 13.7 percent of the

' §32.53 barrels per acre foot originally in place glves a recovery
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of 72.9 barrels per acre foot.
Q What does Exhibit 2-B show?

A Exhibit 2-B is applying the primary recovery of the previ-

' ous page to an average 80-acre well in this oil pool. The thick-

; out the 1/8 royalty. then the working interest would receive

‘33,272 barrels. The olil gells for two dollars and seventy-five

ness, the average thickness in the NVavajo acreage south of the
River is 6.52 feet. So 6.52 feet times 80 acres, times the 72.9
barrels per acre foot of primary recovery gives a gross olil re-

covery for an average 80-acre well of 38,025 barrels. Knocking

cents. Therets a nickel pipeline gathering charge, and twenty

- cents per barrel production, and ad valorem tax, leaving a gross

| value of two dollars and fifty cents. So, the value of the work-

. has been estimated to cost #8,500, so deducting fram the value of

punping equipment would leave a profit to the working interest
"we hope to be selling the casinghead gas. The value of the casing-

;average well in 80-acre spacing is estimated to be $12,248. at the

" end of primary. Our purpose in submitting the economics for an

| ing interest oil reserve is $83,180.

Now, during the operating life of the well, we've estimated
the cost to be $8,60, the drilling cost for the well is 60,000. !
Eventually, pumping equipment will have to be installed, and that
the working interest oll operating costs, development costs and

owner on this average well from the oil production of $6,220. Socn

head gas has been valued at 36,040. So, the total profit on the
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such a spacing 1s an absolute bare minimum.

'
1
1

average 80-acre well ig to try to show that we think the profit on

|
Q Could this acreage be developed and operated on any other

basis except in accordance with this forced-pooling application,
profitably, could it be?

A In ny opihion, no well should be spaced on anything less
than 80 acres.

m

G Have you then calculated this profit from the operation

{ of the well on this unlt?

|
i

gvalue of the oil at two dollars and fifty cents per barrel, the

|

| prepared, why, we were under the opinion that it would be 117.53

A Yes, sir.

Q  And that is your Zxhibit 2-C?

A Yes, sgir.

Q What does that show?

A Exhibit 2-C is taking,‘again, the basgsic reservoir déta
that has been previodusly developed and applying it to the tract

that we propose to force=-pool. At the timé that this Exhibit was

acres. I understand, now, the surveyor has recalculated it to be
117.89, so theret's a minor discrepancy in the amount of acreage.
That wouldp't change the answer to any significant extent. The
gross reserves for primary for this forcéd-pool tract is estimated
to be 51,407 barrels. Again, knocking out the 1/8 royalty, the

working interest owner would get l);,981 barrels, and applying the

working interest would receive an income of $112,,;52. Subtractin

45



PORTING SERVICE, Inc.

-
4

R RF

]
4

DEARNLEY-MEIF

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 23

the operating costs, which are estimated at $8,4,60, the drilling

coats to be 60,000, and the purchase of pumping equipment to be |

- 8,500, would leave a profit to the working lnterest owners on the

. 1f the working interest owners invested a dollar, they get that

oll production to be $35,492. Again, the value of the casinghead
gas has been estimated, and that's approximately $8,198. So, the
total profit fram ﬁhe oll and the gas to the working interest

owners is estimated to be 343,690. If that i1s true, that would be

a ratlo of profit to investment, then, of 0.5l. In other words,

dollar back plus sixty-four cents profit. We feel that thig isg,

again, a mininum typé of a wise investrient.

Q Where did you get the bagsic data that you used in your

' calculationsg in this Exhibit?

:A All the basglc data presented in these Exhiblts came fram .

an engineering subcomittee report that was prepared jointly by

Humble, El1 Paso Products, and Pan American.

Q You are familiar with the acreage involved in the so-calll

' unleased unit, which A. L. Duff owns. Have you calculated what hig

%portion of the development cost and the operating cost would be?

A According to my calculations, and this is based on the

new survey, the unleased tract would have a participation in this

force - pool unit of 28.C percent. 28.0 percent of the estimated

sixty thousand dollar well cost would be #$17,330. Wuat was the

‘rest of your question?

ed

Q How about the operating cost?
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§ A Well, he, again, would pay 28.¢ percent of the estimatedg

. operating cost, and for him that would be #2,4,0. He would 1like-

|
wise have to pay 28.9 percent of the purchase of punping eqQuipment,

' which would be $2,L60.

Q Is there sufficilent production attributable to his acre-
age to pay those costs that he would be obligated for, in the event

this forced-pooling order was interned, and he was regquired to

i pay his proportionate share?

A Yeg, sir, there is, 1f the percentage of recoupment is

established at 125 percent, then the amount of recoupment for the

drilling of the well would be $21,700. The value of the primary

reserves - to his Interest would be $32,500, so that's more than

tadequate to pay the 125 percent recoupment of the drilling costgofj

. purchased. o

the well. It's also adequate to pay his share of the operating§

|

cogtg; it's also adequate to pay his share of the pumping equip@ent
|
Q In your figures there as to recovery of 32,000, is tqat
fram his 7/8 working interest?
A Yes. The royalty has reduced down.
Q He would still get hls royalty --
A That is correct.

Q -- .and pay back what you had contributed by way of his

~cost for drilling and operating; 1s that correct? : i
| A Thatts correct. |

Q Could you recover 150 percent --
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A Yes, sir.

Q -~ of the investment attributable to him out of his pro-
ducation? 5

A Yes, sir, you could.

Q Was Exhibit 2 through A, B and C prepared by you or
under your direction and supervision? %

A Yes, sir.

MR. SPAWN: I would like to offer Exhibit 2-A, B, € in

~evidence.

- BY MR. MORRIS:
putes over how much acreage is going to be included in the unit, if
1t was smaller than 117.89 acres, though, Mr. Duff would actually

' ing to own approxlmately 20 acres, and i1f the size of the unit de-~

creases, then he's going to be percentagewlse better off?

MR. UTZ: Without objection, Exhibit 2-A, B and C will be%
entered into the record.

! (Whereupon, E1 Paso's Ezhibit
2=A, B and C was received in
evidence).

MR. SPANN: Thatt!s all}we have.
MR,UTZ: Any questions of the witness?
.MR. MORRIS: Yes.

CROSS-EXAMINATION

Q Mr. Ayers, in the event the Cormlgsion established a unit

of a size smaller than 117.89 acres, because of the various dis-

come out even better, would he not? In other words, he's still go-
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éHowever, the total allowsble for the well would be reduced,

A His percent of particlipation in the well would be greaterL

- lars of incane per month, I believe, would stay the same.

MR, MORRIS: Thatts all.
MR. UTZ: Are there any more Questionsg of Mr. Ayers?
not, the witness may be excused.
(Witness excused)
MR. SPANN: Thatt's all we have.
MR. UTZ: Does Humble intend to put on anything?

MR. HINKLE: The Humble would like to go on record of

so dol{

|

Ir .

- favoring the Cormmlssion in granting the application of E1 Paso in

this case.

MR. UTZ: Does Pan American intend to put on testimony?

MR. BUELL: I would like to recammend to the Commissi

that in this Order, assumling they do approve the Order be base

on

d

with regard to the southern boundary of the unlt as shown in Ex-

hibits in Case 2297. E1 Pasc Natural Gas Procducts Company are

. cere in thelr legal beliefg as to the true boundary line; Pan

American 1s equally sincere in its legal bellef as to the true

gin-

boundary line. I believe the Commisslon would be on firm ground

in this case in using our Exhibits to set that soutbhern boundary,

| because,. one, thelr Order would be based on and following the last

~official survey. Two, Pan American would be the one that would

have the reduced acreage in the subsequent non-standard unit.

" those two reasong I think the Commisgsion would be on firm

For
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ésouthern boundary otherwise, because we would then be faced with
fone having dually dedicated acreage in that a portion of the acre- |
- age shown on El Pasots Exhibit Wo. 1 here is already dedlcated to i

. the Navajo "g" No. 6. The Cormlission would either continue the ‘

i sure does not want to try title. They would also be varying and

vleaving the last official survey. For those reasons, I sincerely

ground. I think they would be on shaky ground if they set the

dual litigation, or if they revised the proration of our Navajo
"G" 6 Well, they would then be decreasing the size of the Navajo

Tribal Reservation. This Commission cannot try title, and I'm

recomend to the Commission that the'boundary of the southern por-;

: tion of this unit be as reflected on the Pan American Exhivbits

in Cagse 2297. I would also hope that the Commission doesntt lose

- cation in 2297.

other portion of the application that Mr. Buell just referred to, §
thelr acreage factor or survey in our application, we are not re-

. other non-standard unit and unorthodox location, because there, of

sight of another portion of our application in Case 2297, which
was our request for a non~standard unit and unorthodox well loca-

tion for our Navajo "G" Wo. 8. I specifically wurge that the Com-

migsion glve favorable consideration to that portion of our appli- |
MR. SPANN: I would like to state in connectlon with the
and we are not by approving or by not objJecting to our using

treating one step froam the position taken in opposition to our

course, we are directly affected by your using thelr survey, and,
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' of course, our position was made clear at the time, and we are not!

gin any way waiving it at this time. i*

|

{

i

MR, UTZ: Any other statements? |
MR. ANDERSON: John Anderson, Geological Survey. There

13 a Federal lease involved in this pooled unit. I belleve itts

¢ S a9 i o e i

' Lot No. B8, and although we do have a forced-pooling Order, we are

' golng to have to have a cammunitization agreement executed by the

lessee of the Federal lease ag far as joinder by the other parties

.15 concerned. We can use the force-pooling Order, but when we set

jup the communitized tract, we are going to have to use the acreage

in that tract, as shown by the last officlal survey, 2nd in the ab-

gence of a later survey accepted by the Bureau of Land Management;§

we would have to use Lot 8 as set up, I suppose, by the 1882 gsur-
vey.' I think this is one of the things we are going to have to

consider in figuring out what the acreage in this unit should be.

. Of course, there's one thing I might édd, and that 1s if a later

- survey is accepted and the acreage in Lot 8 is increased or de-

creaged, certainly the whole matter can be adjusted as of the ef-

fective date of that survey; whether it reflects back to the date

f this Order or some other date, I just don't know.

MR. UTZ: Mr. Anderson, perhaps you can answer a question

that has came t0 my mind. Does the 1882 survey include acreage to

. ‘'the middle of the River?

MR. AMDERSON: I don't know.

MR. HAMBLIN: The legal descriptions were fixed at the
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fmiddle of the River. The legal, Worth of the River, anchoring lot!

|
. south of the River.

|

MR. UTZ: You feel it does not include the acreage in
| the River bottam?
MR. HAMBLIN: Yes, it goes to the center of the mid-

channel of the San Juan River, wherever it 1s.

MR. UTZ: Ve can detemmine that by calling the Bureau of .
fLand Management. Any other statements? The case will be taken

é under advisement. We wlll take a ten-minute recess.

i
1
!
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STATE OF NEW MEXICO )
) ss
COUNTY COF BERNALILLO )

I, ADA DEARWIEY, Court Reporter, in and for the County of

011l Consgervation Commission was reported by me in machine short-

of my knowledge, skill and abililty.

Bernalillo, State of New Mexico, do hereby certify that the fore-

' going and attached Transcript of Proceedings before the Wew Mexico;

WITNESS my Hand and Seal this, the Sth day of July, 1961, in

My Cormmission explres:

June 19, 1963

) e e,

7 NOTARY PUBLIC /

{ do heredby certify that the foregoing is
a8 complete record of the procesdings in

the Examiner heazjng of Cass Yo. 2.3, &,
heard by me on._ .- i '
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4
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hand and reduced to typewritten transcript under my personal super-

gvision, and that the same is a true and correct record,to the besté

|

' the City of Albuguerque, County of Bernalillo, State of Wew Mexico.




