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BEFORE THE
OIL COWSERVATION COMMISSION
SANTA FE, NEW MEXICO
JUNE 22, 1¢60
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IN THE MATTER OF: :

CASE 1994 Application of Intex Oil Company for apvroval:
of a unlt sgreement. Applicant, in the above~
styled cause, seeks approval of 1ts Puerto- :
Chicuito Unit Asreement, which unit will em- :
brace approximately 12,721 acres of Federal
and fee land in Township 26 Worth, Range 1  :
Fast, Rio Arriba County, New Mexico. :
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BEFORE:

Daniei S NUtter, Examiner

"PROCEEDINCS

e e e - e e el e

MR, NUTTER: We will take next Case 1¢¢l,

MR. PAYNE: Case 1¢¢L. Application of Intex 0il Com-
pany for approval of a unit agreement.

MR. CORNELL: Dudley Cornell of Albuguercue, attorney
for Intex. We have three witnesses. I may not put them 21l on.
We might just as well have them all sworn, however.

MR, PAYNE: Yes, sir.

(Witnesses sworn)

MR, CORNELL: T would like to have these marked as Ex-

hibits 1, 2 and 3.
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(Thereupon, Applicant!s Exhibits 1,
2 and 3 were marked for identificsz-
tion.)
WILLIAM H, LAIRD,
called as a witness, having been first duly sworn, testified as

follows:

DIRECT EXAMIWATIONW

BY MR. CORNELL:

Q Will you state your name, occupation and address?

A William H., Laird, vice-president in charge of lands
for Intex 01l Company, Bakersfield, California.

Q You have Exhibit 1, which 1s the unit agreement, or the
Puerto-Chiquito unit agreement, Mr. Laird. Has the vreparation of
this agreement been under your direction?

A Yes, sir, 1t has.

) Referring to this agreement, will you state whether or
not it has been approved by the U.S8.G.S.?

A Yes, sir, it was approved on May 27, 1960 by the acting
director of the U.S.G.S. in Washington.

Q Referring to Exhibit 2, is that a true and correct copy
of the letter of approval?

A It is, yes, sir.

Q Referring to this unit agreement, would you state the
number of acres lnvolved in the unit?

A There are a total of 12,721 acres in the unit, 11,332

acres of which is Federal or public domain land, and 53¢ acres of
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fee land.

Q Are any leases State of New Mexico?
A No, sir, there are no state lands.
A} What percentage of interests in the unit have executeq

the unlt agreement?

A Between ninety-one and ninety-two percent.

Q Calling your attention to Paragraph 10 of the agreement
what is the obligation for the unit operator with reference to the
drilling of wells?

A We had an obligation originally to the U.S5.G.5. to crill
three Greenhorn tests and one Dakota test. Of those tests, one
Greenhorn has been drilled so far, and another one is in the pro-
cess of being drilled to the Greenhorn; maybe two. The Dakota

test has not been drilled as yet.

ol Is that in process?

A No, it is not.

Q How many producing wells do you have on the unit at
this time?

A On the unit at the present time there are three produc-

ing wells, a fourth one of which would be capable of producing, T
velieve, in the shallower zones, but which is in the vrocess of
going to the Greenhorn.

Q How many drilling wells do you have now?

A There are three drilling wells at the present time.

0 With reference to the wells that are producing wells,
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have you established a participation area within the unit for thoses?
A Yes, there has been a particivating area establighed
for two of the wells, none for the third well. The particlipating
area for the Alto and Abajo Well 1is the Li0-acre parcel on which
the well 1s located.
Q In your opinion, Mr. Laird, will the apprcval of this
unit contribute to the efficient production from the unit area

and the elimination of waste?

A I would think so, but I would prefer--that would be a
auestion, I think, that either the engineer or the ceologlst would

more properly answer.

MR. CORNELL: Does the Examiner care to sk any cues=-

tionsg of this witness?

MR, NUTTER: I think we probably will. Does anyone have

any questions of Mr. Laird?

CROSS~-EXAMIVATION

BY MR, PAYNE:

Al This unit agreement does provide for expansion and con-
traction, does it not?

A Yes, sir.

Q Who does 1t proViée has to approve the particivating
area, Jjust the Director of the U.5.G.S5.°7

A - Yes, sir, plus the people in the varticipating area
itself,

al They also have to approve it?
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A Yes, sir, a percentage of them have to prove that, yes,
sir.

o Is the participating formula based on acreage of those
in the participating area?

A Yes.

Q And a separate participating area will be established
for each of the formations encountered?

A Right, yes, sir. The participating ares that we're
speaking about at this time, I'm not sure of the nomenclature, bhut
T think it's the Puerto~-Chiquito Niobrara. You might have addi-
tional participating area for the Dakota which might overlap this,
The participating areas that I'm referring to refer only to the
Puerto~-Chiguito Miobrara unit.,.

0 This is a standard form used by the U.S5.G.S.?

A Yes, sir.

Q This unit agreement does contain a segregation clause
not only as to the Federal land, but as to the fee land; is that
right?

A I beg your pardon.

0 This unit agreement provides or contains a segregation
clause as to both Federal and fee land?

A I believe so, yes, sir.

BY MR, NUTTER:

8l Does this unit agreement have provisions for vlans of dg

velopment after an initial discovery in the area? What varagraph?




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 6

A I might state this, that at the time, originally, when
we went down and attempted to get this area approved for a unit, it
wag stated that they would not do that unless we agreed to drill a
certain amount of wells. We went ahead and drilled two wells, and
at that time went back and asked for approval of the unit, and,
consequently, when the unit was approved, it was already a produc-
ing unit by virtue of the fact that the original well on there was
producing at the time the reguest was made. Then, at the second
go-round with the U.S.G.5., they made the proviso that we would
agree to drill; take a commitment to drill at lesst three Greenhorn
tests and one Dakota test besides the wells which had already been
drilled on there, which we agreed to do. We have been to the U.S.
G.S. for the next step, and we have two drilling blocks at the
present time set up, one for a well which will be nearly offsetting
the original well, the Alto Well, and a second drilling block which
will be for the Dakota test. The idea, as we understand it from
the U.S.G.3., 1is that as we get each program approved by them, then
prior to that we musf go back to the U.S.G.S. with our proposed
program for the next stage; that is, it might be a two or three-
well program for a six monthst'! period, or it might be a six-well
program for a year'!s period, depending.

Q Thig is it. That requirement is found starting with
line 27 on Page 6, I think.

A Yes, sir.

Q This plan of development which you would file with the
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U.8.G.8. would be for wells to be drilled within the unit area
on Federal lands?

A On any lands.

e On any lands?

A For new wells that are outside of the particlpating areg,
you are requested to set up a drilling block which can be a maxi-
mum, I believe, of 640 acres. Most of the drilling blocks are
less than that. And you set up a drilling block, and at that time
you inquire of your partners as to whether or not they're willing
to go along. If sixty-five percent of them agree to it, the drills
ing block is set up, and then you drill your well and by virtue of
that well, if it 1s a producer, then presumably your participating
area would be expanded to take 1n additional lands.

Q Ybu stated that you have established a participating area
for the Abajo--

A And the Alto, which is up in the very north.

0 And that participating area for each of the wells is the

W

Lho-acre tract on which the well is located?

A Yes, sir, but it is one participating area of 80 acres.

] Now, how about the Casa well? TIs there a participating
area established for that?

A Not as yet. The reason there is not, as I understand
it, is there 1is a question as to whether or not that well would

pay to drill another well like that and pay to operate it as well}

whether or not 1t could be a commercial well. I thin% the U.S.G.S|
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has asked for additional information. on that.

o] Now, I note that thisAbajo Well, if the particivating
area is established as ;0 acres, contains some fee land; 1s that
correct?

A Yes.

Q What are you doing, assigning the royalty there on the
basis of the acreage that is yellow, compared with what ig white?

A Yes. First, we had to communitize under the communitiza-
tion agreement that the Govermnment had, and under the lease with
the fee owner 7you have the right to communitize in lj0-acre par-
cels. So, we prepared a communitization and filed that, which was
aporoved, and then the varty owning the fee land and the Government
each participate in the production from that.

0 This is all based on percent of the total acreage that!?

1924

in the LO-acre tract, whizh is fee or Federal?
A Yes, sir, that is correct.

BY MR. PAYNE:

Q I notice the unit area contains some unleased Federal
acreage; is that right?

A You mean unleased by anyone or not committed to the unit?

Q Well, unleased by anyone, apparently?

A No, sir. I believe that all of the Federal--oh, there
is a parcel that was--there is one parcel that expired by virtue
of the lease termination, but that was put up for =vvlication and

has been again taken by someone else. We have approached them
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to come.in.
e They may or may not come into the agreement?
A Yes, sir.

BY MR. NUTTER:

Q You stated that ninety-one percent of the working in-
terest is committed?
A 0f the entire interest, between ninety-one and ninety-
two percent of the entire working and royalty interest in the unit,
0} How much of the fee royalty has been committed to the
unit?
A None of the fee royalty as of this time.
A So, this ninety-one percent of royalty that's committed
is the Federal Government's?
A Well, plus overriding royalties on the Government 1land)
yes, gire.
MR, NUTTER: Does anyone else have any guestions of Mr,.
Laird? He may be excused.
(Witness excused)
MR. CORNELL: T call Mr. Turner.
ROY TURNER,
called as a witness, having been duly sworn, testified as follows:
DIRECT EXAMINATION

BY MR, CORNELL:

Q Will you state your name and residence and occupation?

A Roy Turner, geologist for the Intex 011 Company, Santa
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Paula, California.

Q What experlence have you had as a geologlst, Mr. Turnery
A I've worked for the Intex 0il Company for eleven years.
Q What was your education in that line?

A I was graduated from the College of Mining at the

University of California in petroleum engineering.

Q Referring to Exhibit 3, was that prepared by you or undd
your direction?

A It was prepared by a geologist who works for the compang
who was formerly working on this project, and I came into it
later.

Q Will you state what that represents?

A It's a map deplcting the surface ceology in the =rea
together with some subsurface contours on top of the “iobrara
formation.

Q Is this the basis for the selection of the unit area?

A In part, yes.

Q Based on the geological conditions reflected here,
ig it your opinion that this unit will contribute to the efficient
production from this unit area and the elimination of waste?

A I believe it will,

Q Do you have any explanation of your testimony with refereng
to the geological conditions that you would like to make to the

Commission?

A I believe that the structural conditions existing in thf

.

P

e
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area plus the wells that have been drilled in the area rather

well outline the reasonableness of the boundaries of the area. We
have found,in the wells that we have drilled,oil in the north

part of the area and the south part of the area. A well near the
west boundary of the area has had substantial shows and perhaps
under different drilling conditions could have made a well, and

just east of the east boundary of the area the objective horizons

outcrop.

Q What are the producing formations in the area?

A Itts the Niobrara shale, &4 member of the Mancos for-
mation.

Q What 1s the depth?
A The depths range from about 1900 feet down to shout
2650 feet.
Q Have you had production from other formtions in the
Niobrara?
A From several members of the--several zones of the
Niobrara member, but all within the WNiobrara member.
MR. CORNELL: You may have the wifness.
MR. NUTTER: Any questions of Mr. Turner?
. S CROSS=-EXAMI NATTOW

BY MR. NUTTER:

~ On your Exhibit Wo. 3 here, Mr. Turner, T note several

shades of green and yellow. Are these the zones that this formati?

is outcropping in? Is this the area of outcrop?

n
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A Yes, that'!s right.

& You are producing the No.l Abajo from the Niobrara?

A Yes, sir.

Q And the Wo. 1 Alto from the Wiobrara; is that correct?
A Yes,

Q You stated that you thought one other well was orobably
capable of producing if it had been completed a little differently?

A Thatts the Texsota well on the west in Section 17.

Q Is the Casa capable of producing from the Wiobrara?

A The Casa 1is producing from the Wiobrara now, and the
Dura well 1s also.

Q In your opinion as a meologist, is this unit area, 2s
outlined, I believe it's outlined by the little dotted 1line?

A Yes, by the hashered line.

O Is it sufficiently large, this unit area, toc afford
Intex, the unit operator, adequate control of the structure, as

you know it today?

A Yes.
Q Igs the wunit unduly large?
A I dont't believe so.

MR. NUTTER: Any further questions of Mr. Turner? He
may be excused.
(Witness excused)
MR. CORNELL: TUnless the Commission desires any further

information, we will rest.
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MR. NUTTER: T think we have sufficient evidence here.
Do you have anything further, Mr. Cornell?

MR. CORWELL: Wo, sir.

MR. NUTTER: Does anyone have anything further for Case
19S? We'll take the case under advisement and recess the hearing

until one oteclock.
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STATE OF NEW MEXICO )
) ss
COUNTY OF BERMALILLO )

I, ADA DEARNLEY, Court Reporter, in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the fore=-
zoing and attached Transcript of Proceedings before the Wew Mexico
0il Conservation Commission was reported by me in machine short-
hand and reduced to typewritten transcript under my personal supers

vision, and that the same is a true and correct record to the best

of my knowledge, skill and ability.

WITNESS my Hand and Seal this, the %’ day of ...
o
1¢60, in the City of Albuguerque, County of Bernalillo, State of

New Mexico.
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NOTARY PUBLIC 7
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My Commlssion expires: s e

June 19, 1963 g; fﬁi,‘»
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T do hereby certify that the forégo!ﬁk}@a .
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the EJS.IA.L e hed..:..l?"‘ Case h R o -'-.-.43!'"
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