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O N E P A R K C E M I R A L 
S U I T E 1<1S7 

D E N V E R , C O L O R A D O 8 0 2 0 2 
3 0 3 - 6 r ? 3 - 9 J 0 3 

A p r i l 27, 1976 

TO ALL WORKING INTEREST OWNERS: 

Re : San Juan 29-6 U n i t 
Rio A r r i b a County, New Mexico 
PROPOSED APPLICATION FOR THE 
INITIAL'DAKOTA PARTICIPATING 
AREA "A" 
E f f e c t i v e December 31, 1974 

Gentlemen: 

Please refer e n c e my l e t t e r o f A p r i l 12, 1976, t o a l l 
Dakota Working I n t e r e s t Owners a d v i s i n g t h e r e s u l t s of the 
p o l l taken March 25, 1976, concerning t h e Proposed I n i t i a l 
Dakota P a r t i c i p a t i n g Area "A". Said proposal i s based upon 
the completion o f the San Juan 29-6 U n i t No. 106 v / e l l i n t h e 
SW/4 o f Section 31, Township 29 North, Range 6 West. 

I t has been brought t o our a t t e n t i o n t h a t under Section 7 
of the San Juan 29-6 U n i t Operating Agreement i n m a t t e r s 
r e q u i r i n g t h e concurrence o f the Working I n t e r e s t Owners, 
t h a t the " . . . . U n i t Operator w i l l be governed by t h e d e c i s i o n 
of the owners o f a m a j o r i t y o f the Working I n t e r e s t Owners 
i n the....nonadmitted d r i l l i n g b l o c k . . . . " 

The Working I n t e r e s t Owners i n the nonadmitted d r i l l i n g 
b lock o f the S/2 o f Section 31, Township 29 N o r t h , Range 6 
West, are: 

They both d e s i r e e s t a b l i s h i n g an I n i t i a l Dakota P a r t i c i p a t i n g 
Area "A". 

In view of these r e s u l t s , Northwest P i p e l i n e C o r p o r a t i o n , 
as U n i t Operator, i s compelled t o f i l e an a p p l i c a t i o n with, 
the proper Regulatory Agencies f o r approval o f the I n i t i a l 
Dakota P a r t i c i p a t i n g Area "A" e f f e c t i v e December 31, 1974, 
as f o l l o w s : 

P h i l l i p s Petroleum Company 
Southern Union Production Company 

75% 
25% 



Working I n t e r e s t Owners o f t l 
A p r i l 27, 1976 
Page 2 

m Juan 29-6 Unit 

Township 29 North, Ran,- 6 West, N.M.P.M. 
Section 31: S/2 f, NW/4""" 
Containing 4^0.0'* acr^r,, more less 

Very t r u l y yours, 

B e t t y R. Burnet t 
Supervisor o f Contracts and U n i t s 

BRB:cak 



l fH ( PHILLIPS PETROLEUM COMPANY 
( C f X p j ) DENVER. COLORADO 80202 
v S ^ J j ^ X , g 0 4 SECURITY LIFE BUILDING 

LEGAL ! 

A p r i l 2 1 , 1976 

Northwest Pipeline Corporation 
One Park Central 
Suite 1487 
Denver, Colorado 80202 

Attention Betty R. Burnett, Supervisor of 
Contracts and Units 

Re: San Juan 29-6 Unit 
Rio Arriba County, 
New Mexico—Dakota 
P a r t i c i p a t i n g Areas 

P h i l l i p s Petroleum Company strongly protests the course of action 
proposed i n your l e t t e r of A p r i l 12, 1976. We believe that the 
proposal contained i n your l e t t e r of February 6, 1976 f o r the 
establishment of a separate Dakota P a r t i c i p a t i n g Area i s the only 
v a l i d and proper one, and as a Working Interest Owner under the 
subject Unit and under the proposed I n i t i a l Dakota P a r t i c i p a t i n g 
Area A, we must i n s i s t on creation of the proposed new P a r t i c i p a t i n g 
Area. We submit the following f o r your consideration: 

1. Your l e t t e r of March 25, 19 76 polled a l l Dakota Working In t e r e s t 
Owners i n the San Juan 29-6 Unit as to whether ap p l i c a t i o n should 
be made f o r approval of I n i t i a l Dakota P a r t i c i p a t i n g Area A 
covering the Ŝ  and NW% of Section 31-29N-6W. I t i s our 
po s i t i o n that the only parties e n t i t l e d to vote on such matter 
were the Working In t e r e s t Owners i n the lands proposed f o r the 
new P a r t i c i p a t i n g Area. Reference i s made to the language of 
A r t i c l e V I I of the Unit Operating Agreement which provides i n 
part: 

" I n any matter i n which the action of the Unit Operator r e ­
quires the concurrence of the Working Interest Parties hereto 
or any of them, Unit Operator w i l l be governed by the decision 
of the owners of a majority of the Working I n t e r e s t i n the 
P a r t i c i p a t i n g Area, or the non-admitted d r i l l i n g block as the 
case may be, unless otherwise specified herein or i n the Unit 
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Agreement, determined i n the proportion that the acreage 
i n t e r e s t of each such Party i n the P a r t i c i p a t i n g Area or 
such affected d r i l l i n g block bears to the t o t a l acreage 
i n t e r e s t i n the P a r t i c i p a t i n g Area or affected d r i l l i n g 
block." 

I t i s noted that the issue submitted was creation of a new 
P a r t i c i p a t i n g Area not the expansion of an e x i s t i n g one. 
Under these circumstances where creation of a new I n i t i a l 
P a r t i c i p a t i n g Area located two and one-quarter miles from the 
boundary of an e x i s t i n g one i s proposed, i t can hardly be 
argued w i t h any degree of l o g i c that the Unit Agreement 
permits p a r t i c i p a t i o n i n the voting by Working In t e r e s t 
Owners i n the e x i s t i n g P a r t i c i p a t i n g Area. I t would be about 
as l o g i c a l to l e t the Working Interest Owners i n the Mesa 
Verde and Pictured C l i f f s P a r t i c i p a t i n g Areas vote! 

Under the terms of the Unit Operating Agreement, the Working 
In t e r e s t Owners i n the affected "non-admitted d r i l l i n g blocks" 
were the parties e n t i t l e d to vote and we understand that the 
vote of such parties was overwhelmingly i n favor of creation 
of the I n i t i a l Dakota A P a r t i c i p a t i n g Area. 

2. I n our view the l e t t e r s of Northwest Pipeline Corporation dated 
February 6 and March 25, 1976, except f o r the statements per­
t a i n i n g t o voting, properly apply the terms of the Unit Agree­
ment and the Unit Operating Agreement to the circumstances 
e x i s t i n g . We take i t that these l e t t e r s have expressed and 
continue t o express the honest opinion of the Operator as to the 
proper course of action to be taken. 

The language of the Unit Agreement c l e a r l y provides f o r each 
separate pool or deposit of u n i t i z e d substances to be a 
separate P a r t i c i p a t i n g Area, and i t i s clear from the context 
that the borders of pools or deposits are determined upon 
the basis of the a b i l i t y of t r a c t s to produce u n i t i z e d sub­
stances i n paying qua n t i t i e s . Under t h i s t e s t there should 
be two separate P a r t i c i p a t i n g Areas f o r the Dakota i n San Juan 
29-6 Unit and such separate P a r t i c i p a t i n g Areas can be combined 
only "with the consent of the owners of a l l Working Interests 
i n the lands w i t h i n the P a r t i c i p a t i n g Areas so to be combined." 
We do not consent to any such combination. 
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I t may be argued t h a t the proposed I n i t i a l P a r t i c i p a t i n g 
Area A i s connected t o the e x i s t i n g P a r t i c i p a t i n g Area by 
commercial p r o d u c t i o n i n the U n i t t o the south of U n i t 29-6. 
But such an argument cannot stand. F i r s t of a l l , the U n i t 
Agreement covering San Juan 29-6 U n i t cannot a f f e c t or be 
a f f e c t e d by lands outs i d e of i t s boundaries, and t o take such 
outsi d e l a n d i n t o account would be c o n t r a r y t o the s t r u c t u r e 
and i n t e n t of the agreement. Secondly, the very term 
" P a r t i c i p a t i n g Area" i m p l i e s a degree of commonalty of owner­
ship and c o n t r o l which i s destroyed by the existence of a 
connecting p o r t i o n of the r e s e r v o i r l o c a t e d o u t s i d e of the 
j u r i s d i c t i o n of the Working I n t e r e s t Owners of the San Juan 
29-6 U n i t . 

3. I t would be i n e q u i t a b l e t o the Working I n t e r e s t Owners, Royalty 
Owners and O v e r r i d i n g Royalty I n t e r e s t Owners i n the proposed 
I n i t i a l Dakota P a r t i c i p a t i n g Area A t o i n c l u d e those lands 
i n the e x i s t i n g Dakota P a r t i c i p a t i n g Area. S u b s t a n t i a l deple­
t i o n has already occurred i n the e x i s t i n g P a r t i c i p a t i n g Area 
so t h a t a goodly share of the reserves under those lands have 
been produced and the proceeds p a i d t o the owners of lands 
l o c a t e d i n the o l d Area. The lands i n the proposed P a r t i c i ­
p a t i n g Area A are undepleted. To combine the two areas now, 
wi t h o u t any r e t r o a c t i v e adjustment, would r e s u l t i n the u n j u s t 
enrichment of the owners i n the o l d P a r t i c i p a t i n g Area a t the 
expense of the owners of Working I n t e r e s t s , R o y a l t i e s and 
O v e r r i d i n g R o y a l t i e s i n the proposed Dakota P a r t i c i p a t i n g Area A. 

4. Joinder of the two areas would deter a d d i t i o n a l development i n 
the lands surrounding the I n i t i a l P a r t i c i p a t i n g Area A. I f 
the Working I n t e r e s t Owners i n the P a r t i c i p a t i n g Area A are 
subjected t o the u n j u s t d e p r i v a t i o n of reserves r e f e r r e d t o 
i n the preceeding paragraph i t w i l l not be economical f o r them 
t o d r i l l any a d d i t i o n a l w e l l s on the lands surrounding the 
spacing u n i t f o r the No. 106 Well. On the other hand, i f a 
separate P a r t i c i p a t i n g Area i s e s t a b l i s h e d , several a d d i t i o n a l 
l o c a t i o n s may be f e a s i b l e f o r d r i l l i n g . 

5. As s t a t e d under p o i n t 1 above, you would be completely wrong i n 
basing your a c t i o n s on any p o l l of Dakota Working I n t e r e s t 
Owners which includes the e x i s t i n g P a r t i c i p a t i n g Area. I t 
w e l l may be t h a t no vote i s r e q u i r e d or proper f o r t h e i n i t i a t i o n 
or expansion of a P a r t i c i p a t i n g Area. This could be a matter 
which i s l e f t t o the sound d i s c r e t i o n and good f a i t h judgment 
of the Operator w i t h , of course, the f u r t h e r approval of the 
designated r e g u l a t o r y agencies being r e q u i r e d . I f t h i s i s the 
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guideline, we a l l know what the Operator's good f a i t h 
opinion and recommendation should be, f o r they are cogently 
expressed i n the l e t t e r s of February 6, 1976 and March 25, 
1976 to which I have r e f e r r e d — s o cogently that we would 
most c e r t a i n l y want to r e f e r to them i n proceedings before 
any regulatory agency to which a contrary opinion and 
recommendation might be presented. 

I n summation we submit that the appropriate voting e n t i t y has over­
whelmingly approved establishment of the proposed I n i t i a l Dakota 
P a r t i c i p a t i n g Area A; that the establishment of such I n i t i a l 
P a r t i c i p a t i n g Area A i s proper under the terms of the Unit Agree­
ment; that amalgamation of the lands w i t h i n the proposed I n i t i a l 
P a r t i c i p a t i n g Area A w i t h the e x i s t i n g Dakota P a r t i c i p a t i n g Area 
would be unjust and inequitable; that such amalgamation would deter 
or prevent the development of lands surrounding the proposed I n i t i a l 
P a r t i c i p a t i n g Area A; and that i f no voting procedure i s provided 
f o r under the Unit Agreement and Unit Operating Agreement, the 
recommendation then becomes a matter f o r the sound judgment and 
d i s c r e t i o n of the Unit Operator, which has already been expressed 
very cogently i n the l e t t e r s dated February 6, 1976 and March 25, 
1976 i n which the Unit Operator recommended establishment of the 
separate P a r t i c i p a t i n g Area. We r e s p e c t f u l l y s o l i c i t your cooperation 
i n recommending the establishment of the proposed I n i t i a l Dakota A 
P a r t i c i p a t i n g Area as described i n d e t a i l i n your l e t t e r of March 25, 
1976. 

Thomas M. Blume 
Regional Chief Attorney 

TMB/et 

cc: A l l Working I n t e r e s t Owners i n 
the San Juan 29-6 Unit 



NORTHWEST PIPELINE CORPORATION 
O N E P A R K C E N T R A L , S U I T E 1 4 8 7 

D E N V E R , C O L O R A D O 8 0 2 0 2 
( 3 0 3 ) 6 2 3 - 9 3 0 3 

A p r i l 12, 1976 

To A l l Dakota Working I n t e r e s t Owners: 

Re: San Juan 29-6 U n i t 
Dakota P a r t i c i p a t i n g Area 
Rio A r r i b a County, New Mexico 

By l e t t e r of March 25, 1976, Northwest P i p e l i n e C o r p o r a t i o n , as U n i t 
Operator, p o l l e d a l l o f the Dakota working i n t e r e s t owners concern-' 
i n g the proposed I n i t i a l Dakota P a r t i c i p a t i n g Area "A" based upon t h 
completion o f the San Juan 29-6 U n i t No. 106 Well i n t h e SW% S e c t i o n 
31-29N-6W. The r e s u l t s of t h i s p o l l o f the working i n t e r e s t owners 
i n the 10th Expanded Dakota P a r t i c i p a t i n g Area and the 480 acres 
proposed t o be dedicated t o the No. 106 Well are as f o l l o w s : 

I n view of the m a j o r i t y Dakota I n t e r e s t Owners v o t i n g a g a i n s t c r e a t ­
i n g P a r t i c i p a t i n g Area "A", Northwest P i p e l i n e C o r p o r a t i o n w i l l f i l e 
an a p p l i c a t i o n w i t h the proper Regulatory Agencies f o r approval o f 
the Eleventh Expanded P a r t i c i p a t i n g Area o f the Dakota as f o l l o w s : 

Eleventh Expanded P a r t i c i p a t i n g Area - E f f e c t i v e Dacembe 
1, 1974 

Township 29 North, Range 6 West, N. M. P. M. 

Section 31: Sh & NW% 

Containing 480.00 acres, more or l e s s . 

I n f a v o r o f P a r t i c i p a t i n g Area "A" 
Not i n f a v o r o f P a r t i c i p a t i n g Area "A 

11.89% 
88.11% 

Yours very t r u l y , 

Betty'R. B u r n e t t 
Supervisor o f Contracts and U n i t s 

BRB:sjm 

bcc : R. W. Keener 
Carey Lackey 



San Juan 29-6 U n i t 

Daleota Working I n t e r e s t Ovmers 

American P e t r o f i n a Company 
of Texas 
P. 0. Box 2159 
D a l l a s , TX 75221 

El Paso N a t u r a l Gas Company 
A t t n : James R. Permenter 
P. 0. Box 1492 
E l Paso, TX 79978 

Mr. James E. MeElvain, Executor 
f o r t h e Es t a t e o f C a r l R. 
MeElvain, deceased 
309 West J e f f e r s o n S t r e e t 
M o r r i s , I L 6 0450 

Koch I n d u s t r i e s , I n c . 
P. 0. Box 2256 
W i c h i t a , KS 6 7201 

James J. Johnston 
2635 Exxon B u i l d i n g 
Houston, TX 77002 

P h i l l i p s Petroleum Company 
A t t n : Mr. N. N. Beckner 
1000 S e c u r i t y L i f e B u i l d i n g 
Denver, CO 8 0202 

Mr. J. W i l l i a m MeElvain 
310 East J e f f e r s o n S t r e e t 
M o r r i s , I L 6 0450 

Mrs. Veva Jean Gibbard 
P. 0. Box 436 
Sulphur, OK 73806 

F i r s t N a t i o n a l Bank o f F t . Worth 
Trustee U/A/W/ Eula May Johnston 
P. 6. Box 2645 
F o r t Worth, TX 76101 

Beta Development Company 
A t t n : Mr. John Hampton 
P. O. Box 1659 
Midland, TX 7 97 01 

Union Texas Petroleum 
A D i v i s i o n of A l l i e d Chemical 
C o r p o r a t i o n 
A t t n : Donald B. Wells 
S u i t e 1122 L i n c o l n Tower 
1360 L i n c o l n S t r e e t 
Denver, CO 8020 3 

Mrs. Catherine B. MeElvain 
I n d i v i d u a l l y and as E x e c u t r i x o f t h 
Estat e of T. H. MeElvain, Dec'd. 
Box 2148 
Santa Fe, NM 87 501 

V. A. Johnston Family T r u s t 
P. O. Box 925. 
R a l l s , TX 79357 

Southern Union P r o d u c t i o n Company 
Su i t e 1700 Campbell Centre 
835 0 N orth C e n t r a l Expressway 
D a l l a s , TX 75206 

Mabelle M. M i l l e r , 
I n d i v i d u a l l y & as Independent 
E x e c u t r i x o f t h e Es t a t e o f 
F o r r e s t B. M i l l e r 
1224 L o i s S t r e e t 
P. O. Box 1445 
K e r r v i l l e , TX 78028 

Mrs. Ruth M. Vaughn 
300 Caversham Road 
Bryn Mawr, PA 19010 

Union Texas Petroleum ^ 
A D i v i s i o n o f A l l i e d Chemical- Corp. 
A t t n : Mr. W. L. Hixon 
P. 0. Box 2120 
Houston, TX 77001 

Texas P a c i f i c O i l Company, I n c . 
A t t n : Mr. L. J e f f e r s 
1700 One Main Place 
D a l l a s , TX 75250 

Union O i l Company o f C a l i f o r n i a 
A t t n : Mr. Harold Simpson 
D i s t r i c t Operations Manager 
P. O. Box 2620 
Casper, WY 82601 

The Wiser O i l Company 
P. 0- Box 192 
S i s t e r v i l l e , WV 2617 5 


