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BEFORE THE 
OIL CONSERVATION COMMISSI ON" 

SAM1 A PE, HEW KEXICO 
JUNE 22, I960 

I N THE MATTER OP: 

CASE ,199l|. A p p l i c a t i o n of I n t e x O i l Company f o r approval 
of a u n i t agreement. A p p l i c a n t , i n the above 
s t y l e d cause, seeks approval of i t s Puerto-
C h i q u i t o U n i t Agreement, which u n i t w i l l em­
brace approximate ly 12,721 acres of Federa l 
and f e e land i n Township 26 F o r t h , Range 1 
Eas t , R io A r r i b a County, Few Mexico. 

BEFORE: 

Dan ie l S. Nut te r , Examiner 

T R A N S C R I P T 0 F PR O C E E D I N G S 

MR. NUTTER: We w i l l take next Case l c c i ; . 

MR, PAYNE: Case 19 c%. A p p l i c a t i o n of I n t e x O i l Com­

pany f o r approval of a u n i t agreement. 

MR. CORNELL: Dudley C o r n e l l of Albuquerque, a t t o rney 

f o r I n t e x . We have th ree wi tnesses . I may not put them a l l on. 

We might j u s t as w e l l have them a l l sworn, however. 

MR. PAYNE: Yes, s i r . 

(Witnesses sworn) 

MR. CORNELL: I would l i k e t o have these marked as Ex­

h i b i t s 1 , 2 and 3« 
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(Thereupon, A p p l i c a n t 1 s E x h i b i t s 1 , 
2 and 3 were marked f o r i d e n t i . f i c a ­
t i o n . ) 

WILLIAM H . LAIRD, 

c a l l e d as a w i t n e s s , hav ing been f i r s t du ly sworn, t e s t i f i e d as 

f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CORNELL: 

Q. W i l l you s ta te your name, occupat ion and address? 

A W i l l i a m H. L a i r d , v i c e - p r e s i d e n t i n charge of lands 

f o r I n t e x O i l Company, B a k e r s f i e l d , C a l i f o r n i a . 

Q You have E x h i b i t 1 , which i s the u n i t agreement, or the 

P u e r t o - C h i q u i t o u n i t agreement, Mr. L a i r d . Has the p r e p a r a t i o n of 

t h i s agreement been under your d i r e c t i o n ? 

A Yes, s i r , i t has . 

Q Referring t o t h i s agreement, w i l l you state whether or 

not i t has been approved by the U.S.G.S.? 

A Yes, s i r , i t was approved on May 27, I960 by the acting 

d i r e c t o r of the U.S.G.S. i n Washington. 

Q Referring to Exhibit 2, i s that a true and correct copy 

of the l e t t e r of approval? 

A I t i s , yes, s i r . 

0. R e f e r r i n g t o t h i s u n i t agreement, would you s ta te the 

number of acres i n v o l v e d i n the u n i t ? 

A There are a t o t a l of 12,721 acres I n the u n i t , 11,332 

acres of which I s Federa l or p u b l i c domain l a n d , and 33 r acres of 
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f ee l a n d . 

0, Are any leases State of New Mexico? 

A No, s i r , t he r e are no s t a t e l ands . 

0, What percentage of i n t e r e s t s i n the u n i t have executed 

the u n i t agreement? 

A Between n ine ty-one and n i n e t y - t w o pe rcen t . 

0, C a l l i n g your a t t e n t i o n t o Paragraph 10 of the agreement , 

what i s the o b l i g a t i o n f o r the u n i t operator w i t h re fe rence t o the 

d r i l l i n g of w e l l s ? 

A We had an o b l i g a t i o n o r i g i n a l l y t o the U.S.G.S. t o d r i l l 

th ree Greenhorn t e s t s and one Dakota t e s t . Of those t e s t s , one 

Greenhorn has been d r i l l e d so f a r , and another one i s i n the p r o ­

cess of b e i n g d r i l l e d t o the Greenhorn; maybe two . The Dakota 

t e s t has not been d r i l l e d as y e t . 

Q I s t h a t i n process? 

A No, i t i s n o t . 

0. How many producing wells do you have on the un i t at 

t h i s time? 

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

ing wells, a f o u r t h one of which would be capable of producing, I 

believe, i n the shallower zones, but which i s i n the orocess of 

going t o the Greenhorn. 

Q How many d r i l l i n g wells do you have now? 

A There are three d r i l l i n g wells at the present time. 

Q With reference to the wells that are producing wells. 
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have you e s t ab l i shed a p a r t i c i p a t i o n area w i t h i n the u n i t f o r those 

A Yes, the re has been a p a r t i c i p a t i n g area es tab l i shed 

f o r two of the w e l l s , none f o r the t h i r d w e l l . The p a r t i c i p a t i n g 

area f o r the A l t o and Aba: j o We l l i s the i;0-acre p a r c e l on which 

the w e l l i s l o c a t e d . 

0 I n your o p i n i o n , Mr . L a i r d , w i l l the approval of t h i s 

u n i t c o n t r i b u t e t o the e f f i c i e n t p r o d u c t i o n f r o m the u n i t area 

and the e l i m i n a t i o n of waste? 

A I would t h i n k so, b u t I would p r e f e r — t h a t would be a 

q u e s t i o n , I t h i n k , t h a t e i t h e r the engineer or the geo log i s t would 

more p r o p e r l y answer. 

MR. CORNELL: Does the Examiner care t o ask any Ques­

t i o n s of t h i s wi tness? 

MR. NUTTER: I t h i n k we probably w i l l . Does anyone havo 

any ques t ions of Mr. La i rd? 

CR OSS-EXAMI NATION 

BY MR. PAYNE: 

Q This u n i t agreement does provide f o r expansion and con­

t r a c t i o n , does i t not? 

A Yes, s i r . 

0. Who does i t provide has to approve the p a r t i c i p a t i n g 

area, just the Director of the U.S.G.S.? 

A - Yes, s i r , plus the people i n the p a r t i c i p a t i n g area 

I t s e l f . 

Q They also have to approve i t ? 
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Yes, s i r , a percentage of them have to prove that, yes, 

s i r . 

Q. I s the p a r t i c i p a t i n g f o r m u l a based on acreage of those 

i n the p a r t i c i p a t i n g area? 

A Yes. 

Q And a separate p a r t i c i p a t i n g area w i l l be e s t ab l i shed 

f o r each of the f o r m a t i o n s encountered? 

A R i g h t , yes , s i r . The p a r t i c i p a t i n g area t h a t we T re 

speaking about a t t h i s t i m e , I , m not sure of the nomenclature, but 

I t h i n k i t ' s the Pue r to -Ch iqu i t o N i o b r a r a . You might have add i ­

t i o n a l p a r t i c i p a t i n g area f o r the Dakota which might over lap t h i s . 

The p a r t i c i p a t i n g areas t h a t I ' m r e f e r r i n g t o r e f e r on ly t o the 

Pue r to -Ch iqu i t o Niobrara u n i t . 

Q Th i s i s a standard f o r m used by the U.S.G.S.? 

A Yes, s i r . 

0. Th i s u n i t agreement does c o n t a i n a segregat ion clause 

not on ly as t o the Federa l l a n d , but as t o the f ee l and ; I s tha t 

r i g h t ? 

A I beg your pardon. 

Q Th i s u n i t agreement p rov ides or conta ins a segregat ion 

clause as t o b o t h Federa l and f ee land? 

A I b e l i e v e so, yes , s i r . 

BY MR. NUTTER: 

0, Does t h i s u n i t agreement have p r o v i s i o n s f o r o lans of d4 

velopment a f t e r an i n i t i a l d i scovery i n the area? What paragraph? 
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A I might state t h i s , that at the time, o r i g i n a l l y , when 

we went down and attempted to get t h i s area approved f o r a u n i t , i t 

was stated that they would not do that unless we agreed to d r i l l a 

certa i n amount of wells. We went ahead and d r i l l e d two wells, and 

at that time went back and asked f o r approval of the u n i t , and, 

consequently, when the u n i t was approved, i t was already a produc­

ing u n i t by vi r t u e of the f a c t that the o r i g i n a l well on there was 

producing at the time the request was made. Then, at the second 

go-round with the U.S.G.S., they made the proviso that we would 

agree to d r i l l ; take a commitment to d r i l l at least three Greenhorr 

tests and one Dakota test besides the wells which had already been 

d r i l l e d on there, which we agreed to do. We have been to the U.S. 

G.S. f o r the next step, and we have two d r i l l i n g blocks at the 

present time set up, one for a well which w i l l be nearly o f f s e t t i n g 

the o r i g i n a l w e l l , the Alto Well, and a second d r i l l i n g block which 

w i l l be f o r the Dakota t e s t . The idea, as we understand i t from 

the U.S.G.S., i s that as we get each program approved by them, ther 

p r i o r t o that we must go back to the U.S.G.S. with our proposed 

program f o r the next stage; that i s , i t might be a two or three-

well program f o r a six months1 period, or i t might be a six-well 

program f o r a year 1s period, depending. 

Q This i s i t . That requirement i s found s t a r t i n g with 

l i n e 27 on Page 6, I think. 

A Yes, s i r . 

Q, This p l a n of development which you would f i l e w i t h the 
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U.S.G.S. would be f o r w e l l s t o be d r i l l e d w i t h i n the u n i t area 

on Federa l lands? 

A On any l ands . 

Q On any lands? 

A For new w e l l s t h a t are outs ide of the p a r t i c i p a t i n g are; 

you are requested t o set up a d r i l l i n g b lock which can be a maxi ­

mum, I b e l i e v e , of 6l±0 acres . Most of the d r i l l i n g b locks are 

less than t h a t . And you set up a d r i l l i n g b l o c k , and at t h a t t ime 

you i n q u i r e of your p a r t n e r s as t o whether or not t h e y ' r e w i l l i n g 

t o go a l o n g . I f s i x t y - f i v e percent of them agree t o i t , the d r i l l ­

i n g b l o c k i s set up, and t h e n you d r i l l your w e l l and by v i r t u e of 

t h a t w e l l , i f i t i s a producer , then presumably your p a r t i c i p a t i n g 

area would be expanded t o take i n a d d i t i o n a l l ands . 

0 You s ta ted t h a t you have es t ab l i shed a p a r t i c i p a t i n g arfca 

f o r the Abajp— 

A And the A l t o , which i s up i n the very n o r t h . 

0 And t h a t p a r t i c i p a t i n g area f o r each of the w e l l s i s t h ^ 

i |0-acre t r a c t on which the w e l l i s located? 

A Yes, s i r , but i t i s one p a r t i c i p a t i n g area of 80 acres . 

0 Now, how about the Casa w e l l ? I s there a p a r t i c i p a t i n g 

area e s t ab l i shed f o r t ha t ? 

A Not as y e t . The reason there i s n o t , as I understand 

i t , i s there i s a ques t ion as t o whether or not t ha t w e l l would 

pay t o d r i l l another w e l l l i k e t h a t and pay t o operate i t as w e l l 

whether or not i t could be a commercial w e l l . I t h i n k the U.S.G.sL 
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has asked f o r a d d i t i o n a l i n fo rma t ion* on t h a t . 

0, Now, I note t h a t t h i s Abajo W e l l , I f the p a r t i c i p a t i n g 

area i s e s t ab l i shed as i|0 acres , con ta ins some fee l and ; i s t h a t 

co r rec t ? 

A Yes. 

0 What are you do ing , a s s i g n i n g the r o y a l t y there on the 

bas i s of the acreage t h a t i s y e l l o w , compared w i t h what i s white? 

A Yes. F i r s t , we had t o communitize under the communitlza 

t i o n agreement t h a t the Government had, and under the lease w i t h 

the f ee owner you have the r i g h t t o communitize i n i;0-acre par­

c e l s . So, we prepared a communi t iza t ion and f i l e d t h a t , which was 

approved, and then the p a r t y owning the f ee land snd the Government 

each p a r t i c i p a t e i n the p r o d u c t i o n f r o m t h a t . 

0 Th i s i s a l l based on percent of the t o t a l acreage t h a t ' , ; 

i n the IpO-acre t r a c t , which i s f e e or Federal? 

A Yes, s i r , t h a t I s c o r r e c t . 

BY MR. PAYNE: 

0 I n o t i c e the u n i t area con ta ins some unleased Federal 

acreage; i s t h a t r i g h t ? 

A You mean unleased by anyone or not committed t o the u n i - ; 

0 W e l l , unleased by anyone, apparent ly? 

A No, s i r . I b e l i e v e t h a t a l l of the Fede ra l - -oh , there 

i s a p a r c e l t h a t was- - there i s one p a r c e l t h a t expi red by v i r t u e 

of the lease t e r m i n a t i o n , but t h a t was put up f o r a p p l i c a t i o n and 

has been aga in taken by someone e l s e . We have approached them 
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t o come. in . 

0 They may or may not come i n t o the agreement? 

A Yes, s i r . 

BY MR. MJTTER; 

0. You s ta ted t h a t n ine ty-one percent of the work ing I n ­

t e r e s t i s committed? 

A Of the e n t i r e I n t e r e s t , between n ine ty-one and n i n e t y -

two percent of the e n t i r e work ing and r o y a l t y i n t e r e s t i n the u n i t . 

Q, How much of the f ee r o y a l t y has been committed t o the 

u n i t ? 

A None of the f ee r o y a l t y as of t h i s t i m e . 

0 So, t h i s n ine ty-one percent of r o y a l t y t h a t ' s committed 

i s the Federa l Government's? 

A W e l l , p l u s o v e r r i d i n g r o y a l t i e s on the Government l a n d , 

ye s, s i r . 

MR. NUTTER: Does anyone e lse have any quest ions of Mr. 

La i rd? He may be excused. 

(Witness excused) 

MR. CORNELL: I c a l l Mr. Turner . 

ROY TURNER, 

c a l l e d as a w i t n e s s , hav ing been d u l y sworn, t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CORNELL: 

0 W i l l you s ta te your name and residence and occupation? 

A Roy Turner , g e o l o g i s t f o r the I n t e x O i l Company, Santa 
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er 

Paula, C a l i f o r n i a . 

Q What experience have you had as a geologist, Mr. Turner 

A I ? v e worked f o r the Intex Oil Company for eleven years. 

0. What was your education i n that line? 

A I was graduated from the College of Mining at the 

University of Cali f o r n i a i n petroleum engineering. 

0. Referring to Exhibit 3, "was that prepared by you or und 

your direction? 

A I t was prepared by a geologist who works f o r the company 

who was formerly working on t h i s p r o j e c t , and I came i n t o i t 

latere 

Q W i l l you state what that represents? 

A I t ' s a map depicting the surface neology i n the area 

together with some subsurface contours on top of the Niobrara 

formation. 

0 I s t h i s the basis f o r the selection of the un i t area? 

A I n part, yes. 

0. Based on the geological conditions reflected here, 

i s i t your opinion that t h i s u n i t w i l l contribute t o the e f f i c i e n t 

production from t h i s u n i t area and the elimination of waste? 

A I believe i t w i l l . 

Q Do you have any explanation of your testimony with reference 

to the geological conditions that you would l i k e to make to the 

Commission? 

A I believe that the structural conditions existing; in thk 
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area p l u s the w e l l s t h a t have been d r i l l e d i n the area r a t h e r 

w e l l o u t l i n e the reasonableness of the boundaries of the area . We 

have f o u n d , i n the w e l l s t h a t we have d r i l l e d . * o i l i n the n o r t h 

p a r t of the area and the south p a r t of the a rea . A w e l l near the 

west boundary of the area has had s u b s t a n t i a l shows and perhaps 

under d i f f e r e n t d r i l l i n g c o n d i t i o n s could have made a w e l l , and 

j u s t east of the east boundary of the area the o b j e c t i v e hor i zons 

ou t c rop . 

Q. What are the p roduc ing f o r m a t i o n s i n the area? 

A I f s the Niobrara sha le , a. member of the Mancos f o r ­

m a t i o n . 

Q What i s the depth? 

A The depths range f r o m about 1900 f e e t down t o about 

26^0 f e e t . 

0 Have you had p r o d u c t i o n f rom other f o r m a t i o n s i n the 

Niobrara? 

A Prom severa l members of t h e - - s e v e r a l zones of the 

Niobrara member, bu t a l l w i t h i n the Niobrara member. 

MR. CORNELL: You may have the w i t n e s s . 

MR. NUTTER: Any ques t ions of Mr. Turner? 

. V:; . ; : CROSS-EXAMINATION 

BY MR . NUTTER : 

0 On your E x h i b i t No. 3 here , Mr. Turner , I note several 

shades of green and y e l l o w . Are these the zones t h a t t h i s fo rmat ic jn 

i s ou tc ropping i n ? I s t h i s the area of outcrop? 
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A Yes, t h a t ' s r i g h t . 

G. You are p roduc ing the No.1 Ab&jo f rom the Niobrara? 

A Ye s, s i r . 

0. And the No. 1 A l t o f r o m the Niobra ra ; I s t ha t co r r ec t ? 

A Yes. 

Q, You s ta ted t h a t you thought one o ther w e l l was probably 

capable of p roduc ing i f i t had been completed a l i t t l e d i f f e r e n t l y 

A T h a t ' s the Texsota w e l l on the west i n Sect ion 17. 

Q I s the Casa capable of p roduc ing f rom the Niobrara? 

A The Casa i s p roduc ing f r o m the Niobrara now, and the 

Dura w e l l i s a l s o . 

Q I n your o p i n i o n as a g e o l o g i s t , i s t h i s u n i t area, as 

o u t l i n e d , I b e l i e v e i t ' s o u t l i n e d by the l i t t l e do t ted l i n e ? 

A Yes, by the hasher ed l i n e . 

0 I s i t s u f f i c i e n t l y l a r g e , t h i s u n i t area, to a f f o r d 

I n t e x , the u n i t ope ra to r , adequate c o n t r o l of the s t r u c t u r e , as 

you know i t today? 

A Yes. 

Q I s the u n i t unduly large? 

A I don ' t b e l i e v e so. 

MR. NUTTER: Any f u r t h e r ques t ions of Mr. Turner? He 

may be excused. 

(Witness excused) 

MR. CORNELL: Unless the Commission des i res any f u r t h e r 

i n f o r m a t i o n , we w i l l r e s t . 
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MR. NUTTER: I th ink we have s u f f i c i e n t evidence here. 

Do you have anything f u r t h e r , Mr. Cornell? 

MR. CORNELL: No, s i r . 

MR. NUTTER: Does anyone have anything f u r t h e r f o r Case 

1991+? W e ' l l take the case under advisement and recess the hearing 

u n t i l one o ' c lock . 
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STATE OP T\TE¥ MEXICO ) 
) ss 

COUNTY OP BERNALILLO ) 

I , ADA DEARNLEY, Court Repor te r , i n and f o r the County of 

B e r n a l i l l o , State of New Mexico, do hereby c e r t i f y t ha t the f o r e ­

going and a t tached T r a n s c r i p t of Proceedings before the New Mexico 

O i l Conservat ion Coinmission was repor ted by me i n machine shor t ­

hand and reduced t o t y p e w r i t t e n t r a n s c r i p t under my persona l super< 

v i s i o n , and t h a t the same i s a t r ue and c o r r e c t record t o the best 

of my knowledge, s k i l l and a b i l i t y . 

WITNESS my Hand and Seal t h i s , the Jfc ^ day of , 

l c ) 6 0 , i n the C i t y of Albuquerque, County of B e r n a l i l l o , S ta te of 

New Mexico . 

NOTARY PUBLIC ' 

My Commission e x p i r e s : 

June 19, 1963 

II 'do hereby certify that the for'&go«ife3|e ̂ «̂-°?v 
a complete record of the prooeodin̂ '«4nM.«,',,*--,;|fi 
the Examiner hearing, of Casa ifo. 
heard by :ae on ^./..?r.jZr^_ , 19* 

Examinee 
New-Mexico Oil Conservation Commission. 


