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BEFORE THE 
NEW MEXICO OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 
October 13, 1964 

EXAMINER HEARING 

IN THE MATTER OF: A p p l i c a t i o n o f S h e l l O i l 
Company f o r a u n i t agreement, Eddy County, 
New Mexico. 

Case No 3J 7 7 

BEFORE: E l v i s A . U t z , Examiner 

TRANSCRIPT OF HEARING 
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MR. UTZ: We w i l l now c a l l Case Number 3127. 

A p p l i c a t i o n o f S h e l l O i l Company f o r a u n i t agreement, 

Eddy County, New Mexico. 

MR. MORRIS: I am Richard M o r r i s , o f Seth, Montgomery, 

F e d e r i c i & Andrews, Santa Fe , New Mexico, appearing on behalf o f 

the A p p l i c a n t . We w i l l have two witnesses i n t h i s Case. Mr. 

Lawrence and Mr. Stoesz. I ask t h a t they both be sworn at t h i s 

time. 

(Witnesses sworr..) 

0. V. L A W R F. N C E, c a l l e d as a witness h e r e i n , having 

been f i r s t duly sworn on oath, was examined and t e s t i f i e d as 

fol l o w s -

DIRECT EXAMINATION 

BY M_P. M0RRI_S: 

9 Mr. Lawrence, olease s t a t e your name, by whom you are 

employed and what ca p a c i t y , and. where you are loc a t e d . 

A 0. V. Lawrence, S h e l l O i l Company, Roswell, New Mexico, 

i n the capacity o f D i v i s i o n Land Manager. 

Q You have p r e v i o u s l y t e s t i f i e d before the Commission or 

one of i t s Examiners i n connection w i t h U n i t matters and had 

your q u a l i f i c a t i o n s accepted as a matter o f record? 

A Yes, I have. 

MR. MORRIS: Would you have the r e p o r t e r mark the Unit 

Agreement as E x h i b i t Number One. 
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(Whereupon, Applicant's E x h i b i t 
Number One marked f o r i d e n t i f i c a ­
t i o n .) 

Q (3y " i r . Morris) Mr. Lawrence, I r e f e r you t o what has 

been marked as E x h i b i t Number One and ask you t o s t a t e what i t 

i s . 

A I t i s a Unit Agreement f o r the development and 

o p e r a t i o n of the China Canyon Unit Area. 

Q And what i s i t t h a t S h e l l O i l Company seeks by the 

A p p l i c a t i o n i n t h i s Case? 

A We seek approval of t h i s China Canyon Unit Area. I t 

comprises 7,611 acres, more or l e s s , o f Federal, S t a t e , and 

Fee lands i n Township 23 South, Ranges 23 and 24 East, Eddy 

County, New Mexico. 

Q W i l l you r e f e r t o E x h i b i t "A" t o t h i s E x h i b i t Number 

One, which i s a p l a t o f the U n i t Area; would you p o i n t out 

the p e r t i n e n t features shown on t h a t attachment? 

A Yes, s i r , I w i l l . E x h i b i t "A" t o the U n i t Agreement 

i s a p l a t which shows the U n i t Area and the types of land 

covered. I n t h i s p a r t i c u l a r Unit there are 6,811 acres of 

Federal land which i s 89.49 percent; 6 40 acres of State 

land which i s 8.41 percent; and 160 acres o f Fee land which i s 

2.10 percent; a t o t a l being 7,611 acres, more or l e s s . 

Q Are the various t r a c t s w i t h i n the U n i t Area numbered 

nd keyed over t o E x h i b i t "B" t o t h i s Unit? 



PAGE 4 

A Yes, s i r , they are. And o f course. E x h i b i t UB ! : i s the 

leasehold ownership o f each i n d i v i d u a l t r a c t , as shown on 

E x h i b i t "A". 

Q Would you s t a t e from E x h i b i t "B" who the working 

i n t e r e s t owners are w i t h i n t h i s U n i t Area? 

A They comprise S h e l l O i l Company, Humble, Gulf, Amex 

Petroleum Corporation and Sun O i l Company. 

0 Of these working i n t e r e s t s t h a t you have j u s t named-

how many have committed, t h e i r i n t e r e s t t o the Unit Agreement? 

A A l l o f these owners have agreed t o j o i n i n the Unit 

Agreement. 

Q What i s the status o f j o i n d e r o f the overridincr 

r o y a l t y i n t e r e s t i n t h i s Unit? 

A They are being contacted and w i l l be given the 

o p p o r t u n i t y t o r a t i f y the Agreement. 

O You said t h a t the Unit includes Federal, State, and 

Fee lands- have you been i n touch w i t h the U.S.G.S. concerning 

t h i s Unit Agreement? 

A Yes, s i r , we have. We have p r e l i m i n a r y approval 

from the a c t i n g d i r e c t o r on the U n i t J.rea. 

Q Have you been i n touch w i t h the State Land. O f f i c e 

concerning t h i s U n i t Agreement? 

A Yes, s i r , we have; and i t i s p r e s e n t l y beina considere 
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Q Have you been i n touch w i t h the owner o f the Fee 

acreage? 

A The r o y a l t y i n t e r e s t under the Fee lands have or w i l l 

be contacted, and they w i l l be asked t o r a t i f y the U n i t 

Agreement. 

Q At the present ti m e , Mr. Lawrence, has any i n t e r e s t hoi 

i n the Unit Agreement refused t o j o i n ? 

A No, s i r . 

Q What i s the form o f t h i s U n i t Agreement? 

A The form i s the suggested form where Federal, S t a t e , 

and Fee lands are i n v o l v e d . The same form has p r e v i o u s l y 

been approved by the d i r e c t o r , the Commissioner, and also the 

Commission. 

Q Under the — excuse me. Go ahead. 

A Go ahead. 

Q Under the Unit Agreement, who i s designated as the 

Unit Operator? 

A S h e l l O i l Company. 

Q What formations are u n i t i z e d ? 

A A l l formations are u n i t i z e d . 

Q I n t h i s E x p l o r a t o r y U n i t , Mr. Lawrencewhat w i l l be 

the d r i l l i n g o b l i g a t i o n o f S h e l l O i l Company as the U n i t 

Operator? 

A The Unit Agreement provides t h a t a u n i t t e s t w i l l be 

dar 
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commenced w i t h i n s i x months a f t e r the U n i t has been approved 

by the Commissioner and also the D i r e c t o r . This t e s t i s t o 

be d r i l l e d t o the S i l u r i a n Devonian form a t i o n , or u n t i l 

u n i t i z e d -- at a l a t e r depth. I n no event i s the operator 

rermired t o d r i l l the open w e l l i n excess o f 11,300 f e e t . 

Q Was E x h i b i t One prepared by you or under your d i r e c t i o n 

A I t was prepared under my d i r e c t i o n . 

MR. MORRIS: At t h i s time, Mr. Examiner, we o f f e r 

E x h i b i t One i n t o evidence, and t h a t w i l l complete the examination 

of Mr. Lawrence. We w i l l have Mr. Stoesz a v a i l a b l e t o t e s t i f y 

concerning g e o l o g i c a l aspects o f t h i s U n i t . 

MR. UTZ• Did you o f f e r t h i s as --

MR. MORRIS: Yes, I o f f e r e d the Unit Agreement i n t o 

evidence; and. here i s the o f f i c i a l copy xve o f f e r at t h i s time. 

MR. UTZ- Without o b j e c t i o n , E x h i b i t One w i l l be 

entered i n t o the record of t h i s Case. 

CROSS EXAMINATION 

Y *1P rTrT1 1-7 * 

Q Mr. Lawrence, have you loc a t e d your t e s t w e l l , yet? 

A Yes, s i r , we have. I be l i e v e t h a t w i l l be covered i n 

the next witness' testimony. 

Q Okay. 

MR. UTZ: Are there any other questions of the 

witness ? 
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(Mo response.) 

MR. UTZ: The witness may be excused. 

(Witness excused.) 

L. W. S T 0 E S Z, c a l l e d as a v;itness h e r e i n , having been 

f i r s t duly sworn on oath, was examined and t e s t i f i e d as f o l l o w s 

DIRECT EXAMINATION 

Q Mr. Stoesz, w i l l you s t a t e your name, by whom you are 

employed, and i n what c a p a c i t y , and where you are locate d . 

A .My name i s L. W. Stoesz, I am p r e s e n t l y employed by 

Sh e l l O i l Company as D i v i s i o n E x p l o r a t i o n Manager, i n Roswell, 

New Mexico. 

Q Would you b r i e f l y s t a t e your education and your 

experience i n the o i l i n d u s t r y ? 

A I received a Master's Degree w i t h a major i n 

geology, from the U n i v e r s i t y o f Nebraska i n 1949 , and. since 

have been employed by S h e l l f o r a p e r i o d o f 15 years as a 

g e o l o g i s t and E x p l o r a t i o n Manager. 

Q Are you f a m i l i a r w i t h the geology i n the area o f the 

proposed Unit? 

A Ye s, I am. 

MR. MORRIS: Are Mr. Stoesz's q u a l i f i c a t i o n s 

acceptable? 

MR. UTZ: Yes, s i r , they are. 
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MR. MORRIS: Let's get these E x h i b i t s marked, 

(Whereupon, Applicant's E x h i b i t ' s 
Two and Three marked f o r 
i d e n t i f i c a t i o n . ) 

Q (By Mr. Morris) Mr. Stoesz, r e f e r r i n g t o what has been 

marked as E x h i b i t ' s Two and Three, i n t h i s Case, would you 

e x p l a i n the geology of t h i s -- o f the Devonian formation i n t h i s 

proposed Un i t Area? 

A Yes. Let me s t a r t w i t h the s t r u c t u r e which i s shown 

on E x h i b i t Two. The prospect was disc l o s e d by seismic mapping, 

the c o n t r o l o f which i s three g e n e r a l l y eastwest lines.. I n 

one northwest southeast l i n e data are g e n e r a l l y f a i r t o good. 

This work disclosed a southeast plunging s t r u c t u a l w e l l 

defined by s t r u c t u a l lows t o the southwest and t o the northeast. 

The t r a p across t h i s nose i s i n d i c a t e d by a s t r a t i g r a p h i c work 

t o be a p e r m e a b i l i t y l i m i t across the northern p a r t of the nose. 

The o b j e c t i v e s are shown on E x h i b i t Three. I r e f e r you t o the 

center l o g on the cross s e c t i o n , Gulf North Caverns Unit Number 

One, which encountered a porous dolomite i n the Strawn formation 

which t e s t e d water and a porous S i l u r i a n , both of which pinch 

out l o s t p e r m e a b i l i t y t o the northwest between the Gulf 

North Caverns U n i t Well and the w e l l shown t o the l e f t o f t h i s 

w e l l on the cross s e c t i o n , and a t a p o i n t number one. 

Reference t o these two w e l l s i n the S t r u c t u r e Map, 

E x h i b i t Two, w i l l show the nature o f the prospect. 
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Q From these E x h i b i t s , do we conclude t h a t the 

deformation i s the prime prospect i n t h i s U n i t Area? 

A There are two prime prospects; both the porous Strawn 

dolomite and the porous S i l u r i a n Devonian. An a d d i t i o n a l object 

i s the Morrow Sandstone which i s producing gas i n the Humble 

Point Number One. 

Q I n your o n i n i o n , Mr. Stoesz, does the U n i t Area and the 

Unit o u t l i n e , adequately cover and c o n t a i n the prime o b j e c t i v e s 

from a g e o l o g i c a l standpoint? 

A Yes, s i r . The U n i t o u t l i n e t o the southwest i s bounded 

by the w e l l defined s t r u c t u r a l l y low; the U n i t boundry t o 

the northeast i s defined by a s t r u c t u r a l low. The t e r m i n a t i o n 

of p o r o s i t y defines the northern l i m i t s o f water down dip 

defines the southern l i m i t s . 

Q Do you have a t e n t a t i v e l o c a t i o n f o r the i n i t i a l w e l l 

i n t h i s U n i t Area? 

A The t e n t a t i v e l o c a t i o n i s shown on E x h i b i t Two as 

near the center o f Section 21. This i s the f i r s t l o c a t i o n , 

the f i r s t w e l l t o be d r i l l e d i n the area where we can expect 

both favorable p o r o s i t y i n o b j e c t i v e rocks at a favorable 

s t r u c t u r a l p o s i t i o n . This t e s t provides a f a i r t e s t o f the 

prospect. 

0 Were E x h i b i t ' s Two and Three prepared by you or under 

your d i r e c t i o n ? 
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A Yes, s i r . 

MR. MORRIS: Mr. Utz, we o f f e r these E x h i b i t s i n t o 

evidence. 

MR. UTZ: Without o b j e c t i o n E x h i b i t ' s Two and Three 

w i l l be entered i n t o the record i n t h i s Case. 

MR. MORRIS: That i s a l l I have o f Mr. Stoesz. 

MR. UTZ: Are there any questions o f the witness? 

(No response.) 

MR. UTZ: The witness may be excused. 

We w i l l take the case under advisement. 

(Whereupon, the t a k i n g o f the hearing was concluded.) 



PAGE I ] 

STATE OF NEW MEXICO 

ss. 
COUNTY OF BERNALILLO ) 

I , CHARLES FLOYD WALKER, Court Reporter, do hereby c e r t i f y 

t h a t the foregoing and attached t r a n s c r i p t of proceedings before 

the New Mexico O i l Conservation Commission at Santa Fe, New 

Mexico, i s a t r u e and c o r r e c t record t o the best o f my knowledge, 

s k i l l and a b i l i t y . 

IN WITNESS WHEREOF, I have a f f i x e d my hand and n o t a r i a l 

seal t h i s 26th day of October, 1964. 

NOTARY PUBLIC 

My Commission Expires: 

March 25, 1968. 
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I N D E X 
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0 . V . LAWRENCE 

D i r e c t Examination by Mr. Morris 

Cross Examination by Mr. Utz 

:sz 

D i r e c t Examination by Mr. Morris 

RAGE 

2 

'J UMBER 

E x h i b i t One 

E x h i b i t Two & 

E X H I B I T S 

MARKED 
FOR IDENTIFICATION OFFERED ADMITTED 
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