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IN THE MATTER OF:

Application of San Juan Gase
“orporation for approval of
the San Juan 25-2 Unit
Agreement in Rio Arriba
County, New Mexioco,

CASE kU. 1321
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BEFORE;

ELVIS8 A. UTZ, Examiner.

MR. UTZ: The next case on the Dooket this morning will
be Case ko. 1321,

MHE., COOLEY: Case Ko. 1321. Application of Sar Juan Gas
Corperation for approval of the 25-2 Unit in Rio Arriba County,
Kew liexico.

FOSTER MORRELL

having been first duly sworn, testified as follows:

EY Mi, COOLEX:
& Would you state your name and oocupation, please?
A My name is Foster Morrell, Petroleum Consultant, Roswellj
Hew Mexico. I am appearing here in Case No. 1321 on bshalf of San

Juan Gas Corporation, an Oklahoma Corporation, as applicant for
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Few Mexico.

¢ Kr. Morrell, have you previously testified hefore the
New Mexioo (Uil Conservation Commission as an expert witness?

A 1 have.

Mi. COOLEY: Are the witness! qualifications acceptable?
MR. UTZ3 They are.
¢ Would you please proosed, Mr. Morrell?
MR, COOLEY: Are there any other parties appearing in this
case?
Mil. HOLLAND: I would like teo appear. Edward R. ﬁallan&W
representing A. G. Hill and Margaret H. Hill,

& Would you like a copy of the Unit Agreement, Mr. Holland?

MR. HOLLAKDS No, I dontt think I will need one, thank
YOU.
{Disoussion off the record)

4 If the sommission please, I would llke to move that we
enter into the Case No. 1321 that portien of the reeord of Case ko|
1320 whieh pertains to the form of Unit Agreement, the matter of
participation, establishing the drilling blocks which are identical
under Case 1320, and Case 1321.

¢ Mr. Morrell, are the provisions of the Unit Agreement
offered hers in Case 1321 idemtical to those in Case 13207

A The provisiens of the Unit Agreement under Case 1321 are
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identical to Case 1JZ0 except that under Case NO., 1321 in additien
to the approval of the New Mexico Oi) Conservation Commission,
provigion is incorporated for the approval by the Commisgsioner of
Publio Lands of the 3tate of lew Maxieco, in as much as there is
320 acres of state lands within the S8an Juan 25-2 Unit Area.

In addition to that the other change is the drilling provisi
for the initial test program. In the 3an 25-2 Unit Agreement
provision is made for the drilling of a minimum of ten wells to be
sommenced within one year from the effective date of the Unit
Agreement. At least four of whieh should be exploratory and one of
guch ten wells shall adequately test the Mesaverds formation,

The other shange would be the aceeptable drilling bloek or
irregular or incomplete sections which are again listed under T,
in the Unit Agreement for the 3an Juan 25-2 Unit,

Would you like to put those in the resord?

¥R. COOLEY; Kote them later on. With the exoeption Just
noted by the witness, M¥Mr. Morrell, will the Examiner rule on ths
motion?

MR, UTZs Any objestions to Mr. Morrell's motion? If not
that portion of the record of 1320 pertaining te the Unit Agreement
as to form, participation and so forth will be insorporated in
Case 1321,

A The 3an Juan 25-2 Unit Agreement was approved by the

Asting Director asg

oL
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18, 1957.

The Aoting Director of the Geologioal Survey modifled said
approval as to form, with regard to the langusge in Section 2(e).
Copies of these letters are entered as Exhibits 2 and 3, and are
identical with Exhibits 2 and 3 in this case and Humber 1320, the
1etters referring to both Unit Agreements in the same letter,

Further smendment to the form of Unit Agreement was approved
by the Acting Direstor, a letter dated September 30th in response
to letter dated September $th from San Juan Gas Corporation to the
Direotor regarding minor obhanges in Seotions 10 and 20. Coples of
these letters are offered as Exhibits -- San Juants letter of
September Oth being Exhibit 4 and the Acting Director's letter of
September 30th being Exhibit 5.

| Under dates of Ootober 16th and Oetober 30th, 1957, the
Commissioner of Public Lands of the Statls of Hew Mexieo approved
the form in context of the San Juan 25-2 Unit Agreement. The copy
of the Unit Agreement incorporating the original and amended
provisions referred to in the letters heretofore mentioned, is
offered as Exhibit 6., This is the form of agreement which ia now
being eirculated for execution by interested parties of the Unit
Area, Exhibit A", and a sehedule of lands and leases and owner-
ships thereof, Exhibit #B", within the Unit Area.

The Unit Area embrases 19,496.76 acres more or less in Rio
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Arriba Counlty, Hew Nexico., A complete and detailed descripiion ol
such i8 incorporated in the notice for Hearing under 1321, being
3eotions 1 through 30 inelusive»and all of Seection 33 through 36
inolusive in Township 25 North, Range 2 West. Within the area ther
are 11,603.50 acres of federal lands or 59.52% of the Unit Area.
320 acres of state lands or 1.64% of the Unit Ares and 7,572.86
acres of patented lands or 38.84% of the Unit Area.

The form of agresment followa the standard form recommended
by the Department of Interier, modified to inelude provisions for
approval and actions by the Commissioner of Publie Landas of the
8tate of lkew Mexico and the 0il Conservation Commission and for thﬁ
establighment of 320 aere drilling bloecks comprising the east half
and west half of ssch govermmental sestion for all formations lying
above the base of the Mesaverde formation.

In case of irregular or incomplete gections within the Unit
Area, namely Sestions 7, 18, 19, and 30, acoeptable drilling blocks
are set forth under Seetion 11 as followe: In Seetion 7 lotsil, 2,
3, & of Section 6, and lot 1 of Section 7, in Section 18 lots 2, 3,
L of Seotion 7, and lots 1 and 2 of Seotion 18, That is the single
drilling bloock.

Another separate drilling bloek would be lots 3, 4, 6 and l#
and lots 1, 2, 3, Section 19, The fourth drilling block would be
lot b, Seotion 15, and lots 1, 2, 3, 4 of Section 30.

MR, UTZ$ Mre Mo

e
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en ,' ) , : .
asking for non-standard units for these?

A TFor participating purposes and, in effeot, one none
standard unit, We have incorporated these in the Unit Agreement
now to aveid having to go back and do what we did in the 28.7 Unit
where we had half zection that didn't comply with the definition of
a drilling blook and had to get a separate sommitment by all the
working interest cwners.

A I would say in answer to your purpcse, however, that
there should be soma showing @eparately made to the commission befd
& well is drilled to these drilling bloeks which are set up for
participating purposes with respeoct tc the non-standard provisions,
which could be done if all offset operators scncurred by adminige
trative action or otherwiss by Notice and Hearing,

¥R, UTZ: Your testimony in regards to these units is
only in so far as participation?

4 Drilling blocks for partieipsting purposes that ig what
iz set forth in the Unit Agreement.

MR, UTZ: Proocseed,

A This Unit Agreement, sometimes referred to as the
*Township” or "Block®™ type of Unit Agreement is in all respects
essentially the same form as nineteen other agreements herestofore

approved by the 0il Conservation Commissicn and listed by number

in Case Number 1320.

e
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By previcus motlon adopted Dy the commisalion, wiih reapect
to participation under the San Juan 25-2 Unit Agreement, under
drilling blocks above the formations above the base of the Mesaverd
or for the establishment of participating area by geclogzic on
participating wells in a lower formaticn, is the same as that set
forth for the form of Unit Agreement for San Juan 24-2 Unit as
testified in Case 1320,

In Seetion 10 of the San Juan 25«2 Unit Agreement & minimum
of ten wells are required te be commenced within ons year from the
effective date of the Unit Agreement, four of whieh shall be
exploratory and one shall adequately test the Mesaverde.

As of the date of this Hearing twenty-six wells have been
drilled within the Unit Area to test the Plotured Cliffs fcrmatiOﬂw
One of the wells located in the southwest quarter, southeast
quarter Section G, tested the Mesaverde formatiocn. It is now
temporarily abandoned or shut-in and may be rscompleted as a
producing well in the Pictured Cliffs,

The tabulation of wells drilled ia entered as Exhibit 7.
From this tabulation it will be noted that thirteen wells have
been completed and tested Lo have an absolute open flow capacity

ranging from 300 MCF per day to 5300 MCF per day. These thirteen

wells are located in the northwest and southeast quarters of Seoti&n

11, Southeast quartsr of Sestion 13, the northwest and southeast

guarters of Seoction
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noerthwest quarter o On 22
northwest quarter of Section 24, the southeast quarter of Section
24, the northwest quarter of Ssotion 25 and the southeast quarter
Section 26 and the northwest quarter of Seetion 36,

¥R, UTZ; The northwest of Sestion 2, did not have a
wall on It?

4 The northwest of 24 does. I got a little twisted there,
I will have to go back and cheock that.

| MR, UT2: I don't believe you mentioned that well.

4 That was vhat I wag wondering. TYou want me to rapeat
those for cherk now?

MR, UTZ: I believe we have them all as shown on your
map here except the northwest of 2%,

A That 1s right. These thirteen wells are considered to
be capable of produetion in paying quantitiss and will entitle the
raspective half governmental sections to be ineluded in initial
Pigturad C1liffs Participating Area effsctive ag of the offsctive
date of the Unit Agreement.

7o date the owners of working interest under outstanding
leasss, hold.ng approximately 85% of the acreage within the Unit
ireu, have signed or indicated their intention to execute the Unit
igreement. FEach and every owner of rights or interest within the

Unit Area will be afforded the opportunity to subseribe to and commit

sueh rights or interests to the Unit Agreement.
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In order to permit orderly development and exploration of th
potential gas reservoir and potential oil zones of the area, it is
necessary tha San Juan 25-2 Unit Agreement be approved by the 0il
Conservation Jommlsslon st the earlizet possible dats.

It is further stated that the San Juan 25-2 Unit Agreement
will tend to promote conservation of oil and gas and better
utilization of reserveoir energy and to prevent waste and that such
an agreecment i1s necessary and advisable in the publie interest for
the purpose of more properly conserving the natural resources.
Also that the Unit Agreemeni is in other respects for the best
interest of the State of Hew Mexiao.

San Juan Gas Corporation, as the Unit Upurator, agress to
file with ths Oil Conservation Conmission an execeuted original or
exeouted counterpart of the S8an Juan 25-2 Unit Agreement not later

than thirty days after the effect.ve date of said agreement.

Un the Lasis of showing made it is respectfully requested that

the {il Conservation Commission by appropriate order, approve the
Unit Agrsement foy the development and operation of the San Juan
25«2 Unit Agreement Area at its earliiest convenience.

At this tiwe I would like to enter a motion that Exhibite
1 through 7 inclusive in Case 1321 be euntered in the record of thiﬂ
Hearing.

FRe UTZ: are vhere &ny cbjections Lo the enirance of
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objeations, Lhey Will Bo D@ & 8 & and J 1n Case
1320 will be admittad as Exhibits 2 and 3 in Case 1321, is that
sorrect’

A In this particular sase thare are duplicates of Exhibits
2 and 3 and one set of your series of exhibits but not in the other

MR. UTZy Thank you. Are there any questions of Mr,

Morreil? Any statemenis or any other matters pertaining to Case

Mi. TED BILLBERRY: I have a requast. Do you have an
extra copy of the list of wells?
4 1 don't have one right nowe I will see that you get one|
sule UT%: The witness may be sxcused., I1If there is
nothing further in this ocase, we wili take it under advisement.

(¥itness exoused)
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STATE OF NEW MEXICO )
COURTY OF BERHRALILLO § >

I, MARIAKNA MEIER, Hotary Publie in and for the County
of Bernalillo, State of New Mexioo, do hereby csertify that the
foregoing and attached Transoript of Hearing before the New Mexico
0il Conservation Commission was reported by me in Stenotype and
redused to typewritten transeript by me and/or under my personal
gupervision; that same is a true and correst record to the best of
my knowledge, skill and ability.

WIiTkESS my Hand and Seal, this, the/ﬂé Zxéay of Qetober,
1957, in the City of Albuquerque, County of Bernalille, State of

Hew Mexico.

SCTART PUBLIC

My Commission Expires:

April g, 1960, I do heroby certify that the foregolng 18
# coth c.e racnry of tlie siing’ in

A . e L. RRainar
"%ia- PLOMO L@l of&,!m
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