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IN THE MATTER OF:

s on &

CASE 1650 Application of Pan Amerlcan Petrolsum Core @
poration for approval of a unlt sgreement. :
Applicant, in the above-styled sause, seeks:
an order spprovimg its Martin Rsnch Unit
Agreement embrecing approximately 35,193
acres of fedsral, state, and patented acre-~:
age in Townships 3 and L South, Ranges 22
and 23 Esst, Chaves and DeBaga Countles,New!
Mexico. , H

i

BEFORE:

Daniel S. Nutter, Examiner.

TRANSCRIRI QF ERQOQCEEDINGS

WA e dmbe  wee IR ENES W wwe  aem en  We

MR. NOTTER: Next case on the docket will be Case
1650.

MR. PAYNE: Case 1650. Application of Pan American
Petroleum Corporation for approval of a unit agreement,

MR. NEWMAN: Kirk Newman of Atwood & Meslon in Ros~
well, New Mexleo, representing the appllcant. We have two wite
nesses.

(Witnesses sworn)
JOHN H. THOMPSON,

called a8 a wiiness, having been first duly sworn on oath, testi-
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filed as followst
DIRECT EXAMIVATION

BY MR. NEWMAN:

Q W1ill you state your name and employment, plesse?

A John H. Thompaon. Staff landman in the Lubbock
office of Pan Amerlcan Petroleum Corporation.

Q Are you familiar with the spplication in this caase,
and would you state the nature and purpose of this application?

A We are asking approval of the Martin Ranch Unit
Agreement in Chaves and DeBeca Counties, |

Q Are you famllisr with the unit area and the Unit

Agreement, operating agreement?

A Yoz, slr,
(Thereupon, Pan American's
Exhid ¢+ ¥o. 1 was marked
for ldentification.)

Q W1ll you refer to what has bheen marked as Pan

Americant!s Exhibit 1 and the plat attached on the baek of that
Exhibit 1, and state what that plat shows?

A The plat attached to this Unit Agreement shows the
outline of our proposed unit and 1t shows the dividion of federal,
state and patented lands, each colored in a different color.

Q Would you give a brief resume of the ownership of
the leasehold interest in this area?

A The leasehold ownership 1s set out in detail on the

schedule marked Exhibit B to the Unit Agreement, and briefly, Pan
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American 1s the owner of approximately 87.42 percent of the worke
ing interest in the unit area., There sre two other fairly large
owners in that Farl Levich has two state leases and one federal
lense acmpriaing approximately 1200 acres, and there is one lease
on patented land of approximately 1300 mcres, and that lease i1s
owned by a group of operators in Tulaa, Oklahoma. The rest of the
land is largely 40 and 80-mere tracts, small tracts owned by varin
ous individuala.

Q Exhibit 1 1s the basic Unlt Agreement for the Martin |
Ranch Unit. Would you atate the status of the execution approval
of thias by the state and federal agensies anéd by the owners of
intereat?

A The Exhibit has been executed, whlch we have preiantef
there, by P#n American, and 1t is the only worklng interest owner
thst has executed it. We have also through =~ recelved ratifica-
tion signed by varlous royalty owners and overriding royalty ownerjs
comprising approximately 75 persent of the unit area, and we are
presently endeavoring to obtain additional commitments which will
be furnighed.

Q Have all of the working interest owners had an op-
portunity to join in the unit?

A All except two patented lamd ~- or mther ~« mineral
owners under patented land, whieh we havekbeen unable to locate,

and they are both amall tracts.

Q Except those two, all the overrlding royalty interestis
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have had an opportunity? -

A Everyone o18® has been contacted and given an op=-
portunity, and in most cases we have had replies.

Q ~Are your ratitiaatioﬁs to this Unit Agreement sub-
mitted? -

A They are not submitted at this time, but will -= exe-|

cuted copies will be forwarded yrobably'tm#?w¢ And I would li!qb_,_‘

in that connection to ask whather they shaulé be fmtréed to ?&v
Commi ssion or the Commlssioner? - ‘ |
MR. NUTTER: The Order f&wﬁ 2111 be entered in this |
case will eall for ratifieation eagiu' of tzzi Unit Agreement to
be £iled with the 011 Conservation Commission within thirty days
after the entry of == |
A I see. I will do that,
| MR, NUTTER: I suspect the State Land Commissioner
will require a copy of that Agreement.
A Oh, yes, we intend to furnish him the same.
Q {By Mr. Yewman) Would you briefi& outline the terms
of this Unit Agreement, and state the drilling ekigstioen? |
A ALl right. The Martin Ranch Unit Agresment unitizes |
all rights from the surface down within the area outlined on this
plat. Tt is marked Exhibit A to the Unit Agreement, and the
form has heretofore been approved by the Land émmiuienor. It
requires the unlt operator te eommence the drilllng of a test well
within six months after the effective date, uwhich will be the dute
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of approval by the Director of the Geologleal Survey and the
Conmissioner of the Land Office. The initial well is to be
drilled to a depth of 5500 feet unless theparﬁﬁrgtiaa 1n,adgggn§§7,
1y tested at a lesser depth, or prodanti#n_in'yxying quantities 1g|

discovered at & lesser depth. If the firat aell 1s completod as

a dry hole, a second well zust be commenced ﬂi%h&n 8lx months from  ? ;

the date of completion, or the Agreement t&raiantaa,

If the initial well or any subsequent. ﬂalz is completed as [

a producer in paying quantities, we are'jf°

‘fiﬁ; then, to file afﬁw,;

plan of development. B
(Thereupon, Pan Americen's
Exhibit Wo. 2 was marked
for ldentification,.)

Q Would you now refsr to what has been marked as Ex~
hibit No. 2 and tell the Commission what that Exhibit is, the
status?

A Exhiblt 2 ias the unit operating agreement, and it
likewlse has been submitted to the working interest owners for
thelr consideration. However, none of them except Pan American
has executed same.

Q Were Exhibits‘l and 2 prepared by you or under your
direction? |

A They were.

MR. NEWMAN: That'!s all the direct examination.
MR. NUTTERT Any questions of the witness?
MR. FISCHER: Tes, I have one.
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CROSS EXAMIWATION

BY MR. FISCHER!

Q Mr. Thompson, you dldn't submit a contour map of eny
sort as to -- do you have any selamic data or =~

A That will be answered by our geologist. He will be
our next witneés. ’
QUESTIONS BY MR. NUTTER:

Q Mr. Thompson, you stated that Pan Ameriecan was the

owner of 87.42 percent of the aeresge within the unit area?

)\ That!s right.

Q Which c¢omprises what, approximstely 30,000 acres?

A 35,000,

Q I mean the Pan American escreage.

A Yes. I have that total right here, 30,7§5.04 seres.

Q Now, you mentioned that owners of mineral interests
underlying a couple of tracts had not been contacted. What is the

total amount of acresge there represented?

A One of them is 160 acres; 40 ascres la the other tract
Q 30, a total of 200 acres has net'begn contacted?
A A total of 200 acres have not been contacted although

we have made a dlligent search for eith@b of these partles.

Q That leaves Appraximately 4500 acres thet have been
contacted but not committed?

A That's right.

Q Do you belleve that any additional }500 acres would
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be committed to the unit?

A It 1s doudbtful. We contrcl all of the acreage within,
oh, & mile to a mile and a half of our proposed well location,
and the chlef cbjection of most of the partiss is that they would
be paying part of the eost with very little likelihood of their
land coming intc the initial participating area, and for that
reagon, why, it 1s our intention te pay the full cost of the ini~
tial well.

Q I see. Now, you stated that this Unit Agreement had
been submitted to the State Land Office and to the United States
@Geologlcal Survey?

A It has been approved by both of tham s to form and
area.

MR, NUTTER: I see. That's #ll. Any further gques~
tions? The witness may be exocused.
(Witness axcused)
JOHEN J. GILL,
called as a witness, having been first duly sworn on cath, testi-
fied as follows:
DIRECT EXAMINATION
BY MR. NEWMAN:

Q Would you state your name and employment, pleasge?

A John J. @1ll. I am an area geclogist for Pan Armerican
Petroleum Corporation, Lubboek, Texas.

Q Have you previously testified before this Commission ~-
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A Yes, sir.
Q -= a8 & petroleum geologist?
A Yosg, sir.
Mi. NEWMAN: Are the witness' qualificatlons sccept-
able? |
MR. NUTTER: {Yes, slr, they are.

Q Have you mad4 a8 geologieal mtudy in eonnection with

the proposed Martin Ranch Unit area?

A Yes, sir. ‘

(Thereupon, Pan American's
Exhibits 3 and |} were marked|
for identiflcetion.)

Q Will you refer to what has been marked for identifi-
cation as Pan American's Exhibits 3 and 4 and state what they ere
&nd what they show, plansq, air?

A Exhibit 3 is a correlative cross section through the
proposed Martin Ranch vniﬁ, stratigraphlic crosgs section, which
cuts the area. And I will refer first to Exhibit }} and explain
the map and then the cross sectlion., The map is a2 reglonal geo-
loglec map of portlons ofﬁDeBaca and Chaves Counties. It is e
structure contour map to the top of the basement completion or
to granlite. The Unit Agréemnnt 1s shown in red, and it streddleas,
88 you can see, portions #f Chaves and DeBacsg Counties. The basis
for this map 1s subsurfece datums of surrounding wells that
have been drilled in the ares, and alsc based on depth determina~-

tions tsken from our aer#magnetic work ln the arsa. The yellnq
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in the area or on the msp Is an area where we fell we might have
s posalbility of stratigraphic traps lepping up on the basement
high. The green to the west of the map shows & portion of the
pedernas land mass or & granlte high that 1s in the area, and the
spur that is running at angles to that land maass east and west is
8 shallow basemsnt high, like I say, that we determine from au#
asromagnetic. The prepéaeé location for this well will be in tha
8E/SE corner of Sestlon 24, and 3, that's south, and 22 East of
DeBaca County.

The basls, generally, for plananing this area 1s the Newmill

Pool which iz shown in the scutheastern part of the map. The
Olsen Trust Well was drilled there in 1950 and was complated as

& gas well, but subseguently abandanad.‘ It 1s stabiliged, how-
:::?, at 1250 CF gas per day on a L8~hour production test and
also on the Olsen, or the Mlller, C. P, Miller FNo., 1 State, which
is drilled to the southeast of 1t, epproximately a mile away,
which was initial potentisled for 1850 MOF plus 18 barrels of dilas-
tillate and 36 barrels of water per day from the Pennsylvanian
sand at approximately 6,000 feet. We had spproximately Li5 feet

of net pay in that partlcular well.

Also on the map 1s El Paso's 30~inch pips~line, which occurs
approximetely 30 miles southwest of the unit outline. Getting
over to the cross sectlion 1tself, we féal that these sands, these
Pennsylvanian sanda lap up on to this Cambrian high, present

Cambrian high, and as such, would be a trap for hydro-
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carbons. Othsr prospective xones in this sres would be the San
Andres, the Wolfcamp, in addition to the Pemnsylvanian,

Q Would you state why this partiocular size of the unit
area,uwhich 1s éhcun in red on the map,wss selected?

A Well, 1t was based solely on the amount of acreage
thet we control in that particular area, and I think 1t amounts
to approximetely 89 percent, and for that remson, why, we chose
that aresa.

Q Has the unit area been approved by the United States
Geological Survey?

A Yes, slr.

Q Do you,éonsidcr that any part of the unit area is a
better or worse prospective area then any other part of 1t?

A Ko, I dont't «= I mean it is & stratigraphie play,
and for that reason, why, it would be pretty hard to pinmpoint an
aresa except on a baslis of that kind.

Q Then, the baslis for your selection of the locatlon
of the proposed test well 1s ownership gconkrol?

A Generally based on ownership, thatts right.

(Thereupon, Pan American's
Exhibit No. 5 was marked
for 1dentification.)

Q Would you refer to what haz been marked as Pan
American's Exhibit No. 5 and state what 1t 1s?

A Exhibit No. 5 18 & geologloal dmmorandum or merely

a sumary of what I have told you in regsrds to Exhibits 3 and 4.
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It is set down as brlefly a&s we possibly can.

Q Could waste be caused in any wey by the granting of
this epplication?

A No, sir.

Q Would conservation be helped by permitting ordinary
development of the area 1f hydrocarbons araléiséevareé?

A Yer, sir. | |

Q Are ths interests of the State af%ﬁbw Mexlso groteaﬁéﬁ
in this unit area? |

A Yes, air.

Q Could correlative rights in any u&y‘bt affected by
the granting of the application?

A No, sir.

Q What 1a the owneprship as hctﬁaen the State institutio#g?

I should rephrase the question this way. Are all of the State
lands committed to the unlt here, common school lands?

A Yes, sir,.

Q In other words, they are all owned by a single in~
stitution so that there is no question of rights involved between
different institutions of the State. Were these,Exhibits 3, 4 and
5 prepared by you or under your direetion?

A Yes, air.

MR. NEWMAN: We would llke to offer into evidence |
Exhibits 1 through 5.

MR. NUTTER: Without objection Pan Americants Exhibit
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1 through S will be admitted,
{Thereupon, Pan American's
Exhibits 1 through 5 were
offered in evidence.
MR, NEWMAN: Thet conecludes our direct examination.
MR, NUTTER: Any questions of the witneass?
CROSS EXAMINATION
BY MR. NUITTER:
Q I understand, I think, that the loeation of the well
would be the southeast southeast of 2, correet?
A Thatts right, sir. |
Q Do you know the locatlon of the sereage that is econ-
trolled by the Tulsa group, that has not committed the screage to
the unit?
MR. THOMPSON: I do.
Q Bow 1s that designeted on the plat that 1s attached
to the Unit Agreement?
MR. THOMPSON: By Trsct 30,

Q Tract 307
A Thatts right, and it 1s 3 South, 22 East.
Q 30 is all over the place.
MR. THOMPSOW: 1 and 12, Section 35, 7, 8, ¢ and 10.
Q Yes.

MR. NUTTER: I belleve the witness may be excused.
(Witness excused)

MR. WUTTERt Does anyone have anything further they
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by

wish to offer in this case? Take Case 1650 under advisement, and

the hearing is adjournsd.
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BTATE OF NEW MEXICO )
COUNTY OF BERNALILLO ; *

I, J. A, Trujillo, Notary Public in and for the County of
Bernalillo, 3tate of New Mexlco, do hereby certify that the fore-
going and attached Transcript of Proceedinga before the Wew Mex-
i1co 011 Conservation Commisslon wes reported by me in Stenoctype
and reduced to typewritten transcript by me, and that the same
1s & true and correct record to the best of my knowledge, askill
snd ability. .iq

WITNESS my Hand and Seal this, the 227 — day of Cppnid s
1959, in the City of Albuguerque, County of Bernalilloc, State of
New Mexico.

My Commission Expires:
October 5, 1960
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