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BEF OrtS THE - -
OIL COSSlRVATIOtt 

SAHTA FE, nm mxzm 
Oetober, 4, 3.957 

IK tm MATTER OF: } 

Application of San Juan Gas ) 
Corporation for approval of } 
the San Juan 25-2 tfait ) CASE t»0« 1321 
Agreement ia Rio Arriba } 
County, Kew Mexico. ) 

BEFORE{ 

SL¥IS A. UTZ, Kxaadaar. 

TRAMSGftlPT OF UMBMQ 

MS. UTZ* Tha next oaaa on the Docket this morning will 

be Case fto. 1321* 

Mii. COOLSTs Oaaa No. 1321. Application of Bm Juan Gas 

Corporation for approval of tha 25-2 Unit ia Eio Arriba County, 

Kew Mexico. 

FosTiE mumu. 

having been firat duly sworn, testified aa follows $ 

HUBf SUKiATXC* 

EI ME. COOLIU 

Q Would you state your name and occupation, please? 

A My name ia Foster Morrell, Petroleum Consultant, Roswell 

New Mexico. X am appearing here in Oaaa No. 1321 on behalf of San 

Juan das Corporation, an Oklahoma Corporation, as applicant for 
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3 
approval of tha San Juan 25*2 unit Agreement, Rio Arriba county, 

Sew Mexico. 

k Mr. Morrell, have you previously testified before the 

New Mexico Oil Conservation Commission aa an expert witness? 

A 1 have. 

MB. COQLST: Are the witness* ^ualifieationa acceptable? 

ME. mzt They are. 

Q Would you please proceed, Mr. Morrell? 

MR. COOLEIs Are there any other parties appearing in thi 

case? 

ME. HOLLAND: I would like to appear. Edward I . Holland, 

representing A. Q. Hill and Margaret H. Mill. 

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

ME. HOLLAND: Ho, I donU think X will need one, thank 

you. 

(Biseussion off the record) 

A If the commission please, I would like to move that we 

enter into the Case Ho. 1321 that portion of the record of Case Ko< 

1320 which pertains to the form of 0"nit 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 here in Case 1321 identical to those in Case 1320? 

A The provisions of the Unit Agreement under Case 1321 are 
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4 
identical to Case -UZU except that under Case Ho* 1321 in addition 

to the approval of the Hew Mexico Oil Conservation Comission, 

provision i s incorporated for the approval by the Commissioner of 

Public Lands of the State of New Mexico, in aa much as there i s 

320 acres of state lands within the San Juan 25-2 Unit Area* 

In addition to that the other change i s the drilling provisi 

for th© initial test program* In the San 25-2 Unit Agreement 

provision is made for the drilling of a minimum of ten wells to be 

commenced within one year from the effective date of the Unit 

Agreement. At least four of which should be exploratory and one of 

such ten wells shall adequately test the Mesaverde formation. 

The other change would be the acceptable drilling block or 

irregular or incomplete sections which are again listed under "T*, 

in the Unit Agreement for the San Juan 25-2 Unit, 

Would you like to put those in the record? 

ME. COOLEY; Note them later on. With the exception just 

noted by the witness, Mr. Morrell, will the Examiner rule on the 

motion? 

MS. UT2j Any objections to Mr. Morrell*s motion? I f not 

that portion of the record of 1320 pertaining to the Unit Agreement 

as to form, participation and so forth will be incorporated in 

Case 1321. 

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

Aotiiuc Director as to form on October 5. 1Q56, oopv of whioh is 
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5 
offered herewith as Exhibit 1, by 1st tars or Jmmw-y 11 mid J*MU«IV 

18, 1957. 

The Acting Director of the Geological Survey modified said 

approval as to form, with regard to the language 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 number 1320, the 

letters referring to both Unit Agreements in the same letter* 

Further amendment to the form of Unit Agreement was approved 

by the Acting Director, a letter dated September 30th in response 

to letter dated September 9th from San Juan Gas Corporation to the 

Director regarding minor changes In Sections 10 and 20. Copies of 

these letters are offered aa Exhibits — San Juan's letter of 

September 9th being Exhibit 4 and the Acting Director's letter of 

September 30th being Exhibit 5* 

Under dates of October 16th and October 30th, 1957, the 

commissioner of Public Lands of the State of Sew Mexico 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* Thia Is the form of agreement which ia now 

being circulated for execution by interested parties of the Unit 

Area, Exhibit "A", ard a schedule of lands and leases and owner­

ships thereof, Exhibit »B*, within the Unit Area. 
The Unit Area embraces 19,496.76 acres more or less in Rio 
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6 
Arriba county, New Mexico, A compiata ana detailed description oi 

such i s incorporated in the notice for Hearing under 1321, being 

Sections 1 through 30 inclusive and a l l of Section 33 through 36 

Inclusive in Township 25 North, Range 2 West, Within the area thai 

are 11,603.90 acres of federal lands or 59*52$ of the Unit Area. 

320 acres of state lands or 1.62*.$ of the Unit Area and 7,572. £16 

acres of patented lands or 38.84?( of the Unit Area. 

The form of agreement follows the standard form recommended 

by the Department of Interior, modified to include provisions for 

approval and actions by the Commissioner of Public Lands of the 

State of New Mexico and the Oil Conservation Commission and for the 

establishment of 320 acre drilling blocks comprising the east half 

and west half of each governmental section for a l l formations lying 

above the base of the Mesaverde formation. 

In case of irregular or incomplete sections within the Unit 

Area, namely Sections 7, 18, 19, and 30, acceptable drilling blooki 

are set forth under Section 11 aa follows* In Section 7 lots;l, 2, 

3, 4 of Section 6, and lot 1 of Section 7, in Section 18 lots 2, 3, 

4 of Section 7, and lots 1 and 2 of Section 18. That is the singl< 

drilling block. 

Another separate drilling block would be lots 3, 4;, 6 and 11 

and lots 1, 2, 3# Section 19. The fourth drilling block would be 

lot 4, Section 19, aiid lots 1, 2, 3, 4 of Section 30. 

ME. UTZl Mr. Morrell. I believe i f I m*v ir*tammfc v«» 

e 

i 
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a moment, i believe we betw get thate clear. Tou are actually 

asking for non-standard units for these? 

A For participating purposes and, in effect, one non­

standard unit. We have incorporated these in the Unit Agreement 

now to avoid having to go back and dc what we did in the 28-7 Unit 

where we had half section that didn't comply with the definition ol 

a drilling block and had to get a separate commitment fey a l l the 

working interest owners. 

A I would say in answer to your purpose, however, that 

there should be soma showing separately made to the commission befcfre 

a well is drilled to these drilling blocks whioh are set up for 

participating purposes with respect te the non-standard provisions, 

which could be done i f a l l offset operators concurred by adminis­

trative action or otherwise by notice and Hearing.. 

MR* UTE2 tour testimony ia regards to these units is 

only in so far as participation? 

A Drilling blocks for participating purposes that Is what 

is set forth in the Unit Agreement. 

ME, UTZ: Proceed. 

A This Unit Agreement, sometimes referred to as the 

**Towiiship̂  or *«Bloek* type of Unit Agreement is in a l l respects 

essentially the same form as nineteen ether agreements heretofore 

approved by the Oil Conservation Commission and listed by number 

in Case number 1320. 

DEARNLEY - MEIER & ASSOCIATES 
I N C O R P O R A T E D 

G E N E R A L L A W R E P O R T E R S 
A L B U Q U E R Q U E . N E W M E X I C O 

3 - 6 6 9 1 5 - 9 5 4 6 



8 
By previous motion adopted by tfce commission, with respect 

to participation under the San Juan 25*2 Unit Agreement, under 

d r i l l i n g blocks above the formations above the base of the Mesaverd 

or for the establishment of participating area by geologic on 

participating wells in a lower formation, i s the same as that set 

forth for the form of Unit Agreement for San Juan 24-2 Unit as 

testified In Case 1320. 

In Section 10 of the San Juan 25-2 Unit Agreement a minimum 

of ten wells are required to be commenced within one year from the 

effective date of the Unit Agreement, four of which 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 Pictured C l i f f s formation. 

One of tht wells located in the southwest quarter, southeast 

quarter Section 9, tested the Mesaverde formation. I t is now 

temporarily abandoned or shut.-in and may be recompleted as a 

producing well in the Pictured C l i f f s . 

The tabulation of wells drilled ia entered as Exhibit 7. 

From this tabulation i t w i l l be noted that thirteen wells have 

been completed and tested to have an absolute open flow capacity 

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

wells are located in the northwest and southeast quarters of Seotit 

11, Southeast quarter of Section 13, the northwest and southeast 

quarters of Section 14f the northeast qua**** of ten™ i K *K« 

©, 

m 

DEARNLEY - MEIER & ASSOCIATES 
INCORPORATED 

GENERAL LAW REPORTERS 

ALBUQUERQUE, NEW MEXICO 
3-6691 5-9546 



9 

northwest quarter of Section 22, southeast quarter of Secfcxoii 23* 

northwest quarter of Seetion 24, the southeast quarter ©f Section 

24, the northwest quarter of Seetion 25 and the southeast quarter 

Section 26 and the northwest quarter of Section 36, 

MR, UT2, The northwest of Section 24 did not have a 

well or* it? 

A The northwest of 24 does. I got a l i t t l e twisted there, 

1 w i l l have to go hack and check that. 

KR, UTZj I don't believe you mentioned that well. 

A That was what I was wondering. You want se to repeat 

those for check now? 

MR. UTS: I believe we have them a l l as shown on your 

map hers except the northwest of 24. 

A That is right. These thirteen wells are considered to 

be capable of production in paying quantities and w i l l entitle th® 

respective half governmental sections to be included in i n i t i a l 

Pictured Cliffs Participating Area effective as of the effective 

date of the Unit Agreement, 

To date the owners of working interest under outstanding 

leasts, holding approximately 85$ of the acreage within the Unit 

Area, have signed or indicated their intention to execute the Unit 

Agreement. Each and every owner of rights or interest within the 

Unit Area w i l l be afforded the opportunity to subscribe to and com 

such rights or interests to the Unit Agreement, 

alt 
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10 
In order to permit orderly development and exploration of th 

potential gaa reservoir and potential o i l zones of the area, i t is 

necessary tha 5a& Juan 25-2 Unit Agreement be approved by the Oil 

Conservation amission at the earliest possible date. 

I t is further stated that the San Juan 25-2 Unit Agreement 

w i l l tend to promote conservation of o i l and gas ana better 

utilisation of reservoir energy and to prevent wast© and that such 

an agreement is necessary and advisable in the public interest for 

the purpose of more properly conserving the natural resources. 

Also that th© Unit Agreement, is in other respects for the best 

interest of the State of Um Mexico. 

3an Juan Gas Corporation, as the Unit Operator, agrees to 

f i l e with the Oil Conservation OommiMiou aa executed original or 

executed counterpart of the San Juan 25-2 Unit Agreement not later 

than thirty days after the effective date of said agreement• 

On the basis of showing made i t is respectfully requested th 

the Oil Conservation Commission by appropriate order, approve the 

Unit Agr«eaant for the development and operation of the San Juan 

25-2 Unit Agreement Area at i t s earliest convenience. 

At this time I would like to enter a motion that Exhibits 

1 through ? inclusive in Case 1321 be entered in the record of t h i i 

Hearing. 

K*-l. U'Xl; Are there any objections to the entrance of 

Exhibits 1 through 7 in t.hia r/«iorH? In th* ah.*^^ 0r 

i 
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objections, they w i l l so be admitted* Exhibits 2 and 3 ih Ca8$ 

1320 w i l l be admitted aa Exhibits 2 aad 3 in Case 1321, is that 

correct; 

A Ir* this particular case there are duplicates of Exhibits 

2 aad 3 and one set of your series of exhibits but not in the othex 

ME* OTZ* Thank you* Are there any questions of Mr* 

Morrell? Any statements or any other matters pertaining to Case 

13217 i i not — 

ME* TSD BILLBISgEX. I have a request. Bo you have an 

extra copy of the list of wells? 

A i don't have one r i ^ i t now* I w i l l see that you get one* 

iliU UTZt The witness may be excused* I f there is 

nothing further in this case, we w i l l take i t under advisement* 

(Witness excused} 
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STATE OF Mm MEXICO ) 
S 

COOHTT OF 3JSRI«AX.ILL0 ) 

X, Jt&mAKHA MEIER, Rotary Public in and for the County 

of Bernalillo, State of New Hexioo, do hereby certify that the 

foregoing and attached Transcript of Hearing before the Kew Mexico 

Oil Conservation Commission was reported by me in Stenotype and 

reduced to typewritten transcript by me and/or under my personal 

supervision; that same is a true and correct record to the best of 

my knowledge, s k i l l and ability* 

1957, in the City of Albuquerque, County of Bernalillo, State of 

Kew Mexico* 

WITNS3S my Hand and Seal, thia, the day of October, 

My Commission Expires? 

April $ I <So hflrabjr c e r t i f y tfc&t the foregoing : 
4 cottt)'c-.& .i.-̂ eoro. of the jix-oe08<Llr>g'} i n 
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