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BEFORE THE 
OIL CONSERVATION COMMISSION 

SANTA FE, NEW MEXICO 

March 29, 1962 

REGULAR HEARING 

IN THE MATTER OF: 

Application of Pan American Petroleum 
Corporation f o r a pressure maintenance 
project, San Juan County, New Mexico. 
Applicant, i n the above-styled cause, 
seeks permission to i n s t i t u t e a pressure 
maintenance project on i t s Gallegos 
Canyon Unit Area, San Juan County, New 
Mexico, i n the Cha Cha-Gallup O i l Pool, 
with the i n j e c t i o n of water i n i t i a l l y to 
be through two wells located i n Section 23, 
Township 28 North, Range 13 West, and 
requests adoption of special rules to 
govern the operation of said project. 

Case No. 
251S 

IN THE MATTER OF: 

Application of Pan American Petroleum 
Corporation f o r a un i t agreement and a 
pressure maintenance project, San Juan 
County, New Mexico. Applicant, i n the 
above-styled cause, seeks approval of the 
Southeast Cha Cha Unit Agreement embracing 
Federal, State and fee lands i n portions of 
Sections 7, 8, 9, 10, 15, l o , 17, 18, 20, 
21, 22 and 27, Township 28 North, Range 13 
West, and Sections 30, 31, 32, and 33, 
Township 29 North, Range 13 West, San Juan 
County, New Mexico. Applicant further 
seeks authority to i n s t i t u t e a unit-wide 
pressure maintenance project by the i n ­
j e c t i o n of water i n t o the Gallup f o r ­
mation through 10 wells located w i t h i n 
said u n i t and requests adoption of 
special rules to govern the operation 
of said project. 

Case No, 
2517 
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BEFORE: Elvis A .jixamme.:' 

?RAN3CRIPT OF HEARING 

. in 
Z IM 
0 01 

i Z 
• I 0 

MR. UTZ: The hearing w i l l come to order. The 

CO 

£ 

O rg 

5 £ 
3 0 
m i 

i 0. 

f i r s t case on the docket w i l l ce 251b. 

MR. MORRIS: Application of Pan American Petroleum 

Corporation f o r a pressure maintenance project, San Juan 

County, New Mexico, 

MR. BUELL: For Pan American Petroleum Corporation, 

Guy Buell. Mr. Examiner, at t h i s time I would l i k e to move 

that t h i s case be consolidated f o r purposes of testimony and 

record with Case 2517. Both cases are very closely i n t e r ­

r elated, and I think i t w i l l expedite both hearings to 

consolidate. 

MR. UTZ: 2517 Is just the u n i t part of t h i s 

hearing, or i s t h i s the Gallegos? 

MR. BUELL: No, s i r . 2517 i s the Southeast Cha 

Cha u n i t phase and also tte pressure maintenance program f o r 

the Southeast Cha Cha u n i t . 

MR. UTZ: This i s the Gallegos Canyon? 

MR. BUELL: Yes, and both pressure maintenance 

projects are closely interwoven and i t would expedite matters 

to consolidate the record. 

MR, UTZ: Without objection the Cases 2516, 2517 
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w i l l be consolidated f o r the purpose of t h i s hearing. Are 

there other appearances i n t h i s case? You may proceed. 

MR. BUELL: We have two witnesses, Mr. Examiner, 

neither of which have been sworn. 

(Witnesses sworn) 

BRUCE A. LANDI3, JR., called as a witness, having been f i r s t 

duly sworn, 'was examined and t e s t i f i e d as follows: 

DIRECT EXAMINATION 

BY MR. BUELL: 

Q Mr. Landis, would you state your complete name, by 

whom you are employed, and what capacity, and at what 

location, please? 

A My name Is Bruce A. Landis, Junior. I am employed 

by Pan American Petroleum Corporation as Division U n i t i z a t i o n 

Superintendent i n the Port Worth, Texas o f f i c e . 

Q 'would you b r i e f l y state your educational background, 

Mr. Landis? 

A I'm a graduate i n petroleum and natural gas engineering 

from Pennsylvania State University, and i n law from the 

Dickerson School of Law. 

Q How long have you been employed by Pan American? 

A About eleven years. 

Q How many of those eleven years have been spent i n 

u n i t i z a t i o n work? 
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A The entire period. 

Q I n your capacity as Division U n i t i z a t i o n Superinten­

dent, are you completely f a m i l i a r with the background and 

det a i l s r e l a t i n g to the Southeast Cha Cha Unit? 

A Yes, s i r , I am. 

(Whereupon, Applicant's 
Exhibit No. 1 marked for 
i d e n t i f i c a t i o n . ) 

Q Mr. Landis, l e t me dir e c t your at t e n t i o n new to 

what has been marked as Pan American Exhibit Number 1. What 

i s that exhibit? 

A That exhi b i t i s the u n i t agreement for the develop­

ment and operation of the Southeast Cha Cha Unit Area, County 

of San Juan, State of New Mexico. 

0 Is that a true and exact copy of the u n i t i z a t i o n 

agreement that has been executed by those persons committing 

t h e i r Interest to the unit? 

A Yes, i t i s ; and i n t h i s agreement are several loose 

pages which were inserted to correct certain minor errors. 

Q None of these corrections are substantial i n nature? 

A No, they are not. 

0 How does t h i s agreement, which has been marked as 

our Exhibit 1, how does i t describe the uni t i z e d interval? 

A I t describes i t as follows: "The Cha Cha-Gallup 

sand i s that continuous s t r a t i g r a p h i c a l i n t e r v a l occurring 
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between the top of the Gallup formation and the top of the 

Sanistee f o r m a t i o n and which I s the same formation which was 

encountered between the e l e v a t i o n s of plus 720 f e e t and plus 

248 f e e t i n the Pan American Petroleum Corporations's C. -J. 

Holder w e l l number ?', located lo30 f e e t from the North l i n e 

and 1230 f e e t from the Wcot l i n e of s e c t i o n 15, Township 28 

North, Range 13 vVest, as such f o r m a t i o n i s shown on the w e l l 

l o c a t i o n e l e c t r i c l o g of c.aia well- dated March 30, 19-1 and on 

which said l o g measurements are taken from the K e l l y Burk, the 

e l e v a t i o n of which i s 5,090 f e e t . " 

Q, Can vie look at t h i s agreement and a s c e r t a i n the 

surface area th a t i s encompased by the Southeast Cha Cha u n i t ? 

A Yco, you can, i n E x h i b i t A, attached t o t h i s agree­

ment, i s shown an o u t l i n e of 'the u n i t area. 

0 Do you r e c a l l how many surface acres are w i t h i n the 

unx 1/ area? 

A There are 534-2.44 acres w i t h i n t h i s surface area. 

0 Do you r e c a l l how many separate t r a c t s are w i t h i n 

the u n i t area? 

A There are 24 separate t r a c t s comprising the u n i t 

area. 

while we are speaking of the u n i t area, l e t me ask 

you t h i s . Does t h i s agreement by I t s own terms provide f o r a 

subsequent enlargement i f such should be necessary? 

A Yes, the agreement expressly provides f o r expansion 
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of the u n i t area i f necessary. 

G, I n drawing up t h i s agreement, no attempt was made 

to Incorporate i n i t s terms any provisions that I n any way 

could be construed as r e l a t i n g to pool rules f o r the Cha Cha-

Gallup O i l Pool? 

A Ko, s i r , no such provisions were Included. 

C Ic there any provision i n the agreement that con­

templates a pressure maintenance program? 

A Tne agreement expressly orovides i o r a pressure 

maintenance program i n the Gallup formation. 

Q How i s the basic r o y a l t y owned wi t h i n t h i s u n i t 

A The basic royalty i s owned i n i t s e n t i r e t y by the 

Federal Government and the State of New Mexico. 

Q I n that connection, have formal applications been 

made and submitted to the proper a u t h o r i t i e s f o r approval by 

those tvjo r o y a l t y owners? 

A Yes, s i r , formal applications have been submitted to 

the Land Office of the State of New Mexico and to the USGS 

of the Federal Government. 

Are there any overriding royalty i n t e r e s t s i n any 

of the trac t s i n the u n i t area? 

A Yes, there are a t o t a l of 5p overriding r o y a l t y 

I n t e r e s t owners. 

Q At t h i s time. Mr. Landis, how many of these over-
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r i d i n g r o y a l t i e s have committed t h e i r Interest to t h i s u n i t 

operation? 

A There are 45 e f f e c t i v e as of now. 

Q Are these r a t i f i c a t i o n s of these type interests 

continuing to come i n on a day by day basis? 

A Yes, s i r , they are being received d a i l y . 

Q Have any of t h i s type Interest owners refused to 

j o i n the unit? 

A No, s i r , they have not. 

Q As of t h i s time, what percent of the working i n t e r e s t 

owners i n the u n i t area are committed to t h i s u n i t i z e d program? 

A S l i g h t l y i n excess of 8 l percent of the working 

(Whereupon, Applicant 
Exhibit No. 2 marked 
f o r i d e n t i f i c a t i o n ) 

Q Mr. Landis, I wish you would refer t o what has been 

marked as our Exhibit 2, which i s over on the wall here, and 

i n conjunction with that e x h i b i t , would you point out f o r the 

record and the Examiner, those t r a c t s which contain working 

interests which i s not committed at t h i s time? 

A Yes, I w i l l . As was explained a moment ago, the 

basic royalty i s held here by the Federal Government and the 

State of New Mexico. On t h i s Exhibit the Federal lands are 

shown i n red, the lands of the State of Mew Mexico are shown 
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The status of working i n t e r e s t commitment w i t h i n 

t h i s area i s as follows: Tenneco, on t r a c t s we have marked 2 

and 3, has not committed I t s working i n t e r e s t . Tenneco also 

owns the working Interest i n what we have designated as Tract 

9, which has not been committed. Texaco, owning i n t e r e s t i n 

Tract 8 and Tract 17, has not committed t h e i r i n t e r e s t . I 

have been advised that we have received a r a t i f i c a t i o n of some 

form from Texaco. I don't know, however*, what I t involves at 

t h i s trme. 

The El Paso i s a working i n t e r e s t owner i n Tract 6, 

and t h i s i n t e r e s t has not been committed. In what we have 

called Tract 13, divided Into three parts, a part i n Section J, 

a part i n Section 10, and a part i n Section 18, we o r i g i n a l l y 

were advised that Aspen D r i l l i n g Company owned a l l the working 

i n t e r e s t . Aspen has signed, however we nave since discovered tha 

on the p a r t i a l i n Section 10 and on the p a r t i a l i n Section 18 th4 

the working i n t e r e s t i s i n f a c t owned by Gas Producers. We are 

now t a l k i n g to Gas Producers to secure i t s commitment. 

In Tract 19, there i s a portion of the working i n t e r e * 

that has not been committed. This i s owned by Bonanza; however, 

though that i n t e r e s t was not committed by the terms of the 

u n i t agreement, i t would be possible to q u a l i f y t h i s t r a c t f o r 

p a r t i c i p a t i o n i n the u n i t . 

Q Are negotiations s t i l l going on with the unsigned 

working interests i n Tract 19? 
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A , Yes, s i r , they a r e . 

C With respect to Texaco ana El Paso, assuming that 

as yet we have not received a commitment from Texaco, do you 

know why they have elected not to j o i n the unit? 

A Yes, I do. We have seen advised that because there 

is no production on t h e i r lands t h a i they are hesitant at t h i s 

time to make the out la.; that would be required f o r the 

investment i n f a c i l i t i e s and to pay assessment to q u a l i f y 

that acreage f o r p a r t i c i p a t i o n . 

Q, Since those t r a c t s are not developed, they -would 

have to make a cash payment to come into the unit? 

A That i s correct. 

G I believe that leaves one working Interest owner 

that we haven't discussed, Tenneco. Did Tenneco serve on the 

various committees that investigated and analyzed the formation 

of t h i s unit? 

A Yes, s i r , they were a party to a l l such committees. 

Q, With respect to the Tenneco operated t r a c t s , what 

would be the results of t h i s unitized pressure maintenance 

program on those tracts? 

A According to engineering estimates, the Tenneco 

t r a c t would have something on the order of three hundred plus 

barrels allocated to I t out of the furure reserves recovered 

from the Gallup formation w i t h i n the uni t i z e d area. 

G, You said three hundred, did you mean a l i t t l e over 
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300,000? 

A I t ' s plus 300,000, three hundred f i f t e e n to twenty 

thousand, something on that order. I could calculate i t 

exactly; on the estxmaie basxs, 'chxs was JUS'G an estxmaie. 

Q That approximates i t closely enough. Have you 

been advised or informed as to why Tenneco has elected not 

;o j o i n the u n i t at t h i s uxme Y 

A Yes, we Deso face that Tenneco w i l l 

"obably produc something l i k e twenty to f o r t y thousand 

barrels under eompetative operations on t h i s t r a c t as compared 

to the more than 300,000 barrels that would be allocated to 

i t from t o t a l future reserves, they have suggested to us that 

the reason f o r not j o i n i n g Is because t h e i r current income 

would be decreased. 

Q I n your many years of experience i n u n i t i z a t i o n 

matters and u n i t i z a t i o n negotiations and the resultant formatior 

of u n i t s , Is a decrease i n current Income a continual and 

recurring problem that comes up i n the formation of almost 

every unit? 

A Yes, s i r , I do not know of any u n i t where you are 

u n i t i z i n g a productive formation where you don't have both 

current income decreases, and increases upon the e f f e c t i v e dat< 

of the u n i t i z a t i o n . 

Q I t kind of resolves i t s e l f i n t o a moment of t r u t h 

for f.hp nppvaf.nr, he has to look at one end on the s i g n i f i c a n t 
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conservation benefit through a u n i t i z i e d pressure maintenance 

program and weigh that and attempt to reconcile that with a 

decrease perhaps i n current income? 

A That's exactly r i g h t . 

Q With respect to the Tenneco operated t r a c t s , what 

would be t h e i r percent of the unit's production under the 

p a r t i c i p a t i o n formula? 

A That p a r t i c i p a t i o n would be about 14.12 percent. 

Q Mr. Landis, have you had available to you recent 

production reports, not only on the Tenneco operated t r a c t s , 

but every t r a c t w i t h i n the Southeast Cha Cha Unit Area? 

A Yes, s i r , I have had access to such figures that are 

f i l e d w i t h the New Mexico O i l Conservation Commission. 

0, In that connection, -what i s the l a t e s t production 

reports In the Commission f i l e s which you've examined? 

A For the month of February of t h i s year. 

Q U I n g those reports, what percent of the t o t a l 

production from the u n i t area f o r the month of February did 

the Tenneco properties produce? 

A The Tenneco properties produced 11.2 percent as 

compared to the 14.12 percent which would be allocated. 

3o actually, i f the February production reports 

are representative, Tenit,co, rather than taxing a decrease i n 

current income by j o i n i n g e e u n i t , would actually achieve an 

increase i n current income? 
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A Yes, s i r , on the basis of those figures. 

Q Mr. Landis, we have been t a l k i n g of some of these 

t r a c t s containing working interests which are not committed. 

Let me ask .you th i s : Does the u n i t agreement provide for a 

contraction of the unit area? 

A Yes, s i r , each t r a c t within t h i s proposed u n i t area 

stands on i t s own two feet . I t must q u a l i f y according to 

specific provisions of the u n i t agreement. The u n i t agree­

ment provides that the unit area, upon its e f f e c t i v e date, w i l l 

be composed of those t r a c t s that q u a l i f y i n accordance with the 

terms of such agreement. 

('//hereupon, Applicant's 
Exhibit No. 3 marked f o r 
i d e n t i f i c a t i o n . ) 

Q i n that connection, Mr. Landis, l e t me di r e c t your 

att e n t i o n to what has been marked as our Exhibit Number 5, 

what does that e x h i b i t r e f l e c t ? 

A This e x h i b i t . Number 3, r e f l e c t s the area that we 

think could q u a l i f y now under the terms of the u n i t agreement. 

Q I n that connection, and comparing the Exhibit 3 

with the Exhbi.it 2, I t appears to me that there i s a t r a c t 

North of the Tenneco t r a c t we have been discussing that's on 

Exhibit 2 that i s deleted from Exhibit 3, i s that observation 

c orre c t ? 

A That i s correct. That i s t h i s t r a c t that i s owned 
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A According to tae terras of the uni t agreement, the 

tracts, composing such area to the u n i t area must be cornering, 

adjoining or contiguous. The f a i l u r e of Tract 2 and 3 to 

qu a l i f y automatically eliminates Tract 1 as a part of the u n i t 

agreement 

here w« a case wnere tne operator wants to 

commit the t r a c t but i s going to be unable t o do so? 

A That i s correct. 

How many wells on that Aztec 

There i s a single well, 

G b 

Q Do you know how an operator can conduct a pressure 

maintenance program -with a one well lease? 

A No, s i r , I thin k i t ' s an i m p o s s i b i l i t y . 

Q So that t r a c t i s going to be, unless we get 

additional working Interest commitment, that t r a c t Is going to 

be out of a pressure maintenance program? 

A That i s correct. 

Q I believe i n looking at 3 and comparing i t with 2, 
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on Exhibit 3, why i s that? 

A That i s what we have designated as Tract J . These 

are State of New Mexico lands, Tract 7 i s a portion of the basic 

lease as we have designated here Tract p. I t i s held by pro­

duction. This was included although i t has no p a r t i c i p a t i o n i n 

the u n i t because our o r i g i n a l plans included the formation of 

a Totah-Gallup Unit Area which would have a coincident boundary 

with t h i s portion. Mrs. Ray pointed out to us the fa c t that 

t h i s t r a c t does not receive p a r t i c i p a t i o n i n the u n i t because 

the Totah-Gallup F i e l d w i l l be a cooperative rather than a u n i t 

program; and despite the fa c t that we can hold the acreage 

because of production on other portions of the lease, we have 

conceded to extract t h i s t r a c t from the u n i t area. 

Q Looking at the contracted u n i t area, as depicted by 

Exhibit 3, Mr. Landis, approximately what percent of the working 

int e r e s t i n the contracted area i s committed at t h i s time? 

A As of r i g h t now, s l i g h t l y In excess of 9'S percent. 

Q With reference to the contracted area, are you 

hopeful that t h i s contracted area w i l l become one hundred percent 

A Yes, s i r , 

Q Again comparing Exhibits 2 and 3, have you closed 

out the formation of a u n i t on the o r i g i n a l size contemplated 

as r e f l e c t e d by Exhibit 2 or w i l l those people, I n the event 

they have a change of heart, do they s t i l l have the opportunity 
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to come In? 

A I n accordance with the terms of the agreement, 

u n t i l i t actually becomes e f f e c t i v e , anybody i n t h i s area i s 

e n t i t l e d to j o i n i n such u n i t agreement. 

Q In fact, speaking for Pan American, we "would welcome 

such joinder, would we not? 

A Yes, s i r , we think the area, as outlined, would be 

the optimum area; however, we f e e l that we can also conduct 

a f i n e program i n t h i s area. 

Q From the aspect of the u n i t i z a t i o n of t h i s u n i t , 

do you have any other comments that you would care to make? 

A I would l i k e t o make t h i s statement. The pressure 

maintenance program that we ? j i l l conduct i n the Gallup formatior 

i s a conservation project of the highest order known to the 

petroleum industry. For t h i s reason, I would urge the im-

MR. BUELL: That's a l l we have of Mr. Landis at 

MR. UTZ Are there questions of Mr, Landis? 

MR. MORRIS: I have one ox* two, 

CROSS EXAMINATION 

BY MR. MORRIS: 

Q Just to review your testimony a moment. Tracts 2 

and 3 both are owned by Tenneco, is that correct? 

u They are operatad by Tenneco. Thera ̂ re actually 
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other working i n t e r e s t owners. I could go through the d e t a i l 

i f you wish, how i t ' s broken down, i t ' s more or less a 

mechanical thing. 

b I t ' s not necessary. I'm t r y i n g to pin down what 

interests have refused to j o i n and f o r what reason. 

A On the Tracts 2 and 3, Tenneco has refused; the 

other working i n t e r e s t owners as we know are Big Chief and 

E l l i o t , and said they would abide by t h e i r operator's decision. 

Q What was the basic reason that the two t r a c t s — 

A Tenneco advised us they would not be committed 

because of a decrease i n current Income. 

Q with reference to Tract 8, the Texaco t r a c t , are 

they the only working i n t e r e s t owners i n that one? 

A Yes. 

Q, And they refused t J j o i n because they would have 

to put up a share? 

A This was the i n i t i a l advice from Texaco. However, 

as I mentioned, we did have some kind of a r a t i f i c a t i o n that 

I have not seen yet, i t was received at Port Worth yesterday. 

I can't give you the d e t a i l s of what they wish to accomplish 

here. 

0, With reference t o Tract 6, what i s the s i t u a t i o n 

again with respect to that? 

A This i s owned by El Paso Products Company and t h e i r 

rpafton was the same as Texaco, they did not wish to make the 
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i n i t i a l cash investment. 

Q And Tract 9 of Tenneco would be i n the same category? 

A Yes, s i r , Tract 9 i s i n the same category. I t ' s 

true there's no production here. I didn't intend to distinguish 

a separate reason f o r them not committing t h i s t r a c t . 

Q So those are the only t r a c t s , Tract 14 over here I 

believe has also been completed? 

A This i s Toxaco. 

Q That f a l l s I n the same category? 

A Yes, that's r i g h t . 

Q, So Tracts 2, 3, 5, 3, 9, and 17 are the only ones 

e f f e c t i v e l y involved i n t h i s category of actual refusal to 

join? 

A At t h i s time, yes, that i s correct. 

Q Do you f e e l that the refusal of the owners of these 

t r a c t s and the deletion of those areas w i l l adversely a f f e c t 

the operation of t h i s unit? 

A I t won't adversely a f f e c t i t , i t w i l l complicate i t . 

There w i l l be subsequent testimony that I'm sure 'will cover 

that point. 

MR. MORRIS: I believe that's a l l I have. One 

more question, please. 

Q, What Is your proposal f o r the boundary of the u n i t 

area? 

A We would l i k e to have t h i s boundary approved. We 
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are going to exert every e f f o r t to get everybody committed 

w i t h i n t h i s area. I t should be understood, however, that 

w i t h i n the terms of the u n i t agreement, we can q u a l i f y such 

area.as I have shown here. 

Q, With respect to the u n i t boundaries that you have 

said that you wished to have approved, wouldn't the 140 acre 

t r a c t be deleted, that being Tract 7? 

A Yes, we have agreed that we would withdraw tha t . 

Q That exhibit you are r e f e r r i n g to i s Exhibit A? 

A Yes, s i r . Your term here, t h i s i s Exhibit 2 i n 

t h i s hearing, but t h i s i s also a duplicate of Exhibit A of the 

un i t agreement. 

MR. BUELL: Both Exhibits 2 and 3 are a blow-up of 

Exhibit A, which i s attached to our o f f i c i a l Exhibit Number 1. 

Q, (By Mr. Morris) Mr. Landis, i s there going to be a 

p a r t i c i p a t i n g area In t h i s unit? 

A The u n i t area and the p a r t i c i p a t i n g area are 

coincidental. 

MR. UTZ: Are there other questions of the witness 

The witness may be excused. 

(Witness excused) 

MR. BUELL: We would l i k e to c a l l Mr. Eaton as our 

next -witness, Mr. Examiner. 
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GEORGE W. EATON, JR., called as a witness, having been f i r s t 

duly sworn, was examined and t e s t i f i e d as follows: 

DIRECT EXAMINATION 

BY MR. 31JELL: 

Q Mr. Eaton, would you state your complete name, by 

whom you are employed, and i n what capacity, and at what 

loc a t i o n , please? 

A George W. Eaton, Junior. I ami senior petroleum 

engineer f o r Pan American Petroleum Corporation In Farmington, 

New Mexico. 

Q Mr. Eaton, you t e s t i f i e d at p r i o r Commission hearings 

and your q u a l i f i c a t i o n s as a petroleum engineer are a matter 

of public record, are they not? 

A Yes, s i r , they are. 

(Whereupon, Applicant's 
Exhibit No. 4 marked f o r 
i d e n t i f i c a t i o n . ) 

Q Let me di r e c t your at t e n t i o n to ?;hat has been 

marked as Pan American Exhibit Number 4, and would you b r i e f l y 

state f o r the record .feat that e x h i b i t reflects? 

A Our Exhibit Number 4 i s a map of a portion of the 

San Juan basin i n San Juan County, New Mexico, showing the 

area i n the v i c i n i t y of the Cha Cha-G l l u p and Totah-Gallup 

o i l pools. 

C Mr. Eason, what i s the significance of the area 

c o l o r e d i n y e l l o w and t h e area c o l o r e d I n g-een on t h a t e x h i b i t ? 
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A The area colored i n yellov; i s tne Southeast Cha Cha 

Unit Area which we also recommend to be established as the 

Southeast Cha Cha pressure maintenance project area. The area 

colored i n green i s a portion of the Gallegos Canyon Unit 

l y i n g withing the Cha Cha-Gallup O i l Pool. The specific 

significance of the green color i s that t h i s i s the area which 

we recommend f o r adoption as the Gallegos Canyon Unit pressure 

maintenance project i n the Cha Cha-Gallup Pool. 

0 Mr. Eaton, has t h i s Commission approved other 

pressure maintenance projects i n the Totah-Gallup and Cha Cha-

Gallup Pool? 

A Yes, s i r , they have. Those p a r t i c u l a r project 

areas which have been approved by p r i o r orders are shown on 

our Exhibit Number 4. I w i l l b r i e f l y locate those areas f o r 

you. Lying Immediately to the northwest of our proposed 

Southeast Cha Cha Unit Area and Southeast Cha Cha pressure 

maintenance project i s the Humble operated Northwest Cha Cha 

A ea which was authorized f o r conduction of pressure maintenance 
•vs 

operations under New Mexico O i l Conservation Commission Order 

R-2134. That area i s outlined with dashed blue l i n e on 

Exhibit 4. At t h i s time that i s the only other pressure 

maintenance project area i n the Cha Cha-Gallup Pool. 

G What about Totah, how many projects have been 

approved there, and would you b r i e f l y r e l a t e those projects 

f o r the record? 
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A Yes, s i r . A number of pressure maintenance project 

areas have been authorized f o r the adjacent Totah-Gallup Pool. 

Looking at the extreme northwest portion of the Totah-Gallup 

Pool, there i s an area which i s outlined i n red -which i s the 

Pan American pressure maintenance project number 1 under R-2152. 

Moving along to the southeast of that area, there i s an area 

outlined i n orange -which i s the Aztec O i l and Gas Company 

project number 1 under R-2189. Moving along to the southeast 

again, the area outlined i n purple i s the Tenneco project 

under R-2190. Again the area outlined i n orange i n Section 34 

i s the Aztec project number 2 under R-2189. The red outline at 

the extreme southeast portion of the Totah-Gallup Pool i s the 

Pan American project number 2 under R-2152. 

Q, Mr. Eaton, looking at Cha Cha f o r a moment, assuming 

the Commission approves our two applications here today, about 

what percent of the Cha Cha Pool, as i t i s now defined by 

development, w i l l be included i n a pressure maintenance project 

area? 

A Better than 95 percent of the ent i r e pool w i l l be 

under pressure maintenance operations upon approval of these 

two p a r t i c u l a r project areas. 

Q Mr. Eaton, I notice on t h i s e x h i b i t you have colored 

some wells with a large red dot. What i s the significance of 

tnat 

^p^p WP! 1 a t n which you referred are the proposed 
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i n j e c t i o n wells which w i l l be used i n the two project areas 

which we propose. 

Q I notice another, i t ' s a l i n e on your e x h i b i t which 

connects several wells and runs approximately through the 

two project areas, what i s that l i n e , Mr. Eaton? 

A The l i n e to which you ref e r has been designated 

Line A-A'. I t represents the trace of a cross section through 

the proposed project areas. 

Q. Are you ready to discuss that section at t h i s time? 

A Yes, s i r . The cross section which i s drawn through 

the trace A-A' w i l l be shown as our Exhibit Number 5. 

(whereupon, Applicant 
Exhibit No. p marked 
for i d e n t i f i c a t i o n . ) 

Q, what does i t r e f l e c t , Mr. Eaton, from the stand­

point of the purpose of t h i s hearing? 

A Exhibit Number p simply i l l u s t r a t e s that the G-llup 

sands are continuous and cor r e l a t i v e throughout the proposed 

project areas and that therefore they represent a good 

opportunity f o r conducting a pressure maintenance operation. 

(Whereupon, Applicant 
Exhibit No. 5 marked 
f o r i d e n t i f i c a t i o n . ) 

Q Mr. Eaton, would you look now at what has been marked 

as Pan American Exhibit 5, and state f o r the record what that 

Exhibit reflects? 
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A Exhibit Number o i s a pertinent data sheet showing 

the pertinent reservoir data f o r the Cha Cha-Gallup Pool, 

more s p e c i f i c a l l y the pertinent data pertaining to the south­

east portion of that pool. 

Q, These data appear to be s e l f explanatory, Mr. Eaton, 

but do you have any comments you'd l i k e to make on any of these 

data? 

A I might point out that both the reservoir rock 

characteristics as well as certain of the reservoir f l u i d 

properties are shown i n t h i s e x h i b i t . 

G; Mr. Eaton, with respect to the i n j e c t i o n wells 

that we have j u s t discussed on your Exhibit Number 4, has the 

Commission, i n conjunction with our application, been furnished 

the casing program on these i n j e c t i o n wells? 

A Yes, s i r , they have. 

Q was the Commission also furnished with a log of 

each of these proposed i n i t i a l i n j e c t i o n wells? 

A Yes, s i r , they were. 

Q Let's not burden the record with any lengthy 

discussion of the casing program or the logs of the wells, 

but l e t me ask you t h i s : Do you personally f e e l that the 

casing program on these i n j e c t i o n wells w i l l assure us that 

'water w i l l go where we want I t to go and no other place? 

A Yes, s i r . My opinion i s that the casing program 

and the cementing program which was used i n each of these 
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well's w i l l properly confine the water to the i n t e r v a l i n 

-which we wish i t to be confined. 

Q Mr. Eaton, t h i s pressure maintenance project i n 

both the Southeast Cha Cha Unit Area, as well as the Gallegos 

Canyon Unit Area portion, w i l l be conducted by the i n j e c t i o n 

of water, w i l l i t not? 

A Yes, s i r , that i s true. 

Q, What w i l l be the water source for our i n j e c t i n g 

water? 

A The Morrison formation w i l l be the source. 

Q, Does .Pan American, as a u n i t operator, contemplate 

d r i l l i n g a well to the Morrison f o r that water supply? 

A Pan American, I n cooperation with two other working 

i n t e r e s t owners i n the Southeast Cha Cha Unit Area, both working 

i n t e r e s t owners being Aztec Oil and Gas Company and the 

Southern Union Production Company, have d r i l l e d a well to the 

Morrison formation. That well has been completed and i s 

presently being tested f o r capacity. 

Q Mr. Eaton, I t ' s a l i t t l e unusual that these three 

operators would put up money to d r i l l a supply well p r i o r 

to the formation of the u n i t . Do you know why they did i t ? 

A Yes, s i r . The purpose i n d r i l l i n g the wel l p r i o r 

to the actual u n i t i z a t i o n of the property was so that the 

pressure maintenance operation could be commenced as soon as 



PAGE 25 

possible a f t e r the e f f e c t i v e date of the u n i t so there would 

be no delay i n establishing an adequate water supply with 

which to conduct the operation. 

Q, Mr. Eaton, since t h i s well already has been d r i l l e d 

and completed and i s currently being tested, have you pre­

pared a pertinent data sheet on that water supply well? 

A Yes, s i r . 

Q, Let 1 i d e n t i f y that as our Exhibit Number 7. 

(Whereupon, Applicant" 
Exhibit Number 7 mark 
fo r i d e n t i f i c a t i o n ) 

A A l l r i g h t . 

Q, Would you care to make any comments about any of 

the data on that Exhibit? 

A I believe that the date on Exhibit Number 7 are 

sel f explanatory. I might comment b r i e f l y on these t e s t i n g 

operations which, as I mentioned previously, are s t i l l i n 

progress. The well has been somewhat disappointing i n that not 

as much capacity was achieved from the well as we had i n i t i a l l y 

anticipated. We do believe that we do have a well that can be 

produced at s u f f i c i e n t capacity to conduct the operation. 

However, t o do so w i l l require the i n s t a l l a t i o n of larger 

pumping equipment and a deeper set t i n g depth of the pump. 

This j u s t simply means i t 1 s going to cost us more than we had 

o r i g i n a l l y anticipated. he believe we have enough water 

t n dn i t v n f h j h u t i i - , 1 " , g o l r,g t o :-oee mnr>^ t n geit I t out and 
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get i t injected. 

Q Now, Nr. Eaton, going back to our i n j e c t i o n program, 

our pressure maintenance program, and looking at Exhibit 4 and 

the location of the I n j e c t i o n wells on that Exhibit, how would 

you describe the proposed i n j e c t i o n pattern? 

A This pattern i s a l i n e drive which we f o r s i m p l i c i t y ' i 

sake, because i t i s somewhat descriptive, have designated as 

a cre s t a l l i n e drive. That jus t simply means that the wells : 

down the center of the pool have been selected as i n j e c t i o n 

wells. 

o How, Mr. Eaton, e a r l i e r , when you were discussing 

the various pressure maintenance programs that have been 

approved by the Commission i n these pools, you mentioned the 

Humble program i n Northwest Cha Cha. W i l l our i n j e c t i o n pattern 

conform with and blend I n with the proposed i n j e c t i o n pattern 

i n that project area? 

A Yes, s i r . As a matter of f a c t , the Humble project 

area, as well as the Southeast Cha Cha project area, was 

o r i g i n a l l y designed .as a single project. I n other words, 

there was a single engineering committee which made the study 

of the Cha Cha-Gallup Pool ana recommended t h i s type of an 

operation. The fa c t that we w i l l now have two project areas 

rather than a single one w i l l not a f f e c t the blending i n and 

proper operation of the projects at a l l . 

Q Mr. Eaton, have you already had a meeting with 
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Humble representatives with respect to a lease l i n e or co­

operative agreement; I don't know how you engineers r e f e r to 

t h a t , but has such a meeting already been held? 

A Yes, i t has. I n that regard, of course, neither 

Humble, who i s the operator of the Northwest project, nor 

Pan American, who i s the operator of the Southeast project, 

w i l l commence i n j e c t i o n along that common boundary u n t i l some 

sucli agreement on a cooperative basis has been reached. 

Q, Mr a Eaton, you heard Mr. Landis' testimony with 

respect to the various t r a c t s that at t h i s time do not q u a l i f y 

f o r admission? 

A Yes, s i r . 

Q With p a r t i c u l a r reference to the Tenneco operated 

t r a c t , which Is adjacent to the Humble project area on the 

west and adjacent to our project area on the south, from an 

engineering standpoint w i l l the f a c t that that t r a c t i s not 

i n our program be a complicating factor? 

A It w i l l c e r t a i n l y pose a problem which we w i l l have 

to solve one way or the other. I t poses a problem to Humble 

as operator of the Northwest project; i t poses a problem to 

Pan American as operator of the Southeast project. I would 

suggest that i t poses a much greater problem to Tenneco i t s e l f . 

The reason f o r that i s that our having been associated with 

Tenneco i n the operation of the engineering committee work, 

T'm pnnvinppd t h a t thp.y are as w e l l aware as anyone t h a t 
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s i g n i f i c a n t increases i n recovery can be achieved by t h i s 

pressure maintenance operation. Therefore, since they do not 

wish to put t h e i r lease i n the big project area, they w i l l very 

l i k e l y want t o conduct a separate operation consisting only 

of t h e i r lease. Should they do so, i t simply means that they 

w i l l have to work out a cooperative l i n e agreement, not only 

with the Southeast area, but also with the Northwest area. 

Q, Actually that Tenneco operated t r a c t that we are 

speaking of has a longer common boundary with the Humble project 

area than I t does with the Southeast Cha Cha Area, does i t not? 

A That I s very true. 

Q And while i t w i l l be a complicating f a c t o r , i n your 

opinion as a reservoir engineer, do you think I t w i l l adversely 

a f f e c t the operation of the Southeast Cha Cha unit? 

A No, s i r . I might point out one thing i n that regard. 

You w i l l notice that one of our proposed i n j e c t i o n wells, 

which i s colored i n red, i s immediately adjacent to the Tenneco 

t r a c t . That well i s the Pan American, the present Pan American 

C. J. Holder Number 11 I n the Northwest, Northwest, Section 8. 

Now, what the noncommital of Tenneco w i l l mean i s that that w e l l 

at least w i l l not be converted to i n j e c t i o n Immediately a f t e r 

the e f f e c t i v e date of the u n i t . I t won't be used u n t i l some 

agreement i s worked out w: 

along that common boundary 

Tenneco i o r cooperative i n j e c t i o n 
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(Whereupon, Applicant's 
Exhibit No. 8 marked fo r 
i d e n t i f i c a t i o n . ) 

Q Mr. Eaton, would you look now at what has been 

marked as Exhibit Number 8, and state f o r the record what 

that Exhibit reflects? 

A Exhibit Number 6 i s a graph showing the o i l pro­

duction rate f o r the Southeast Cha Cha Unit as a function of 

time. Both actual primary ana projected primary, as well as 

the pressure maintenance portion of the project are shown on 

t h i s E x h i b i t . Primary I s shown i n green, pressure maintenance 

i s shown In red. This graph shows that primary production 

peaked out I n June, 19ol. I t i s projected that primary 

production w i l l be completed i n approximately one year from 

now. This graph was prepared on the basis that i n j e c t i o n 

could commence on March 1st, 19o2. Of course t h i s w i l l not 

be possible. The performance i s not expected to be adversely 

affected by that f a c t . Approximately nine months a f t e r 

commencement of i n j e c t i o n operations, we expect to receive 

our i n i t i a l increase I n producing rate. That Increase i n 

producing rate Is substantial and. continues f o r approximately 

one year thereafter. After that time pressure maintenance 

production also commences to decline. This graph f u r t h e r shows 

that the pressure maintenance project i s expected to be 

completed during the year 1985. 

Q, Mr. Eaton, based on your analysis of the data 
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r e f l e c t e d on that Exhibit, what w i l l be the incremental 

increase I n ultimate recovery i n the Southeast Cha Cha Unit 

Area due to t h i s u n i t i z e d pressure maintenance program? 

A I f we assume that the entire Southeast Cha Cha Unit 

Area w i l l u l t i m a t e l y be formed, by that I refer to that area 

shown In our Exhibit Number 2, the Increase i n ultimate re­

covery due to the pressure maintenance project -will amount to 

2,250,000 barrels. On the basis that the entire area w i l l not 

be u n i t i z e d , but as i n the area depicted by our Exhibit Number 

3, w i l l be subjected to pressure maintenance operations, the 

increase i n ultimate recovery due to the pressure maintenance 

project on the contracted u n i t w i l l amount to 2,000,000 barrels. 

0„ Decrease of some 2p0,000 barrels due to the con­

tracted area that i s being subjected to pressure maintenance 

operations? 

A Yes, s i r . 

(Whereupon, Applicant's 
Exhibit No. 9 marked f o r 
i d e n t i f i c a t i o n . ) 

Q Would you look now at what has been marked as 

Exhibit Number 9, and state f o r the record what that Exhibit 

refle c t s ? 

A Before we get o f f of Exhibit Number 8, I have one 

more comment to put i n . That j u s t simply means that we are 

contacting less o i l i n the contracted u n i t area with our 

prcoouro oporations.—Th--> -raptor f o r that portion contracted 
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i s the same. 

Q You are j u s t operating with a smaller surface area? 

A That's true. Our Exhibit 9 i s similar i n many 

respects to our Exhibit 8. The difference i s that Exhibit 

9 refers to that portion of the Gallegos Canyon Unit l y i n g 

i n the Cha Cha-Gallup Pool which w i l l be subjected to pressure 

Maintenance operations under our proposed project area shown 

i n green on Exhibit 4. Again t h i s Exhibit 9 shows o i l pro­

duction rate f o r the Gallegos Canyon Unit Area both f o r primary 

and f o r the pressure maintenance project. The graph shows that 

we can expect to receive between now and the termination of 

the project i n the year 1956, an additional recovery of some 

520,000 barrels of o i l . 

0 Mr. Eaton, what rules are you recommending that the 

Commission adopt f o r the operation of both of these pressure 

maintenance projects? 

A I'm recommending that the Commission adout rules f o r 

wiese projects similar i n a i l eertinen iv J. <^ O ;-J O O- O O o Order R-20 2 5, 

dated July 13, 19-1, which set f o r t h the special rules and 

reguxaoions pertaining «o the Pan American Petroleum Corpor­

ation's Northeast Hogback Unit pressure maintenance project 

i n the Horseshoe Gallup Pool i n San Juan County, New Mexico. 

Q, Do you have a copy of th: you mentions. 
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'v Whereupon, Applicant's 
Exhibit No. 10 marked f o r 

) 

•- > s Or :op-' 01 titat Oraer, nas 

been designated our Exhibit Number 10. 

.xl tne re n ieea to do any changes i n the provisions i 

that Ordsr to properly ^ ate i t to these two proje 

/he only change that need made i n the pertinent 

portions i s that a new gas deviation fa c t o r tabulation needs 

to be used i n the Cha Cha-Gallup Pool rather than the one 

which i s a portion of Order R-202-5 

Rave you made the proper fa e o e i o an attachment to ou; 

Cxnx JXI No. 10? 

Q 

Yes, s i r , I have. 

Mr. Eaton, going back to t l uwo proj ec o areas 

fo r j u s t a moment, what w i l l be the t o t a l incremental increase 

from both areas? 

A On the basis of the o r i g i n a l u n i t area f o r the 

Southeast Cha Cha Unit, as depicted by Exhibit 2, plus the 

portion of the Gallegos Canyon Unit which w i l l be subjected 

to pressure maintenance, the increase i n ultimate recovery 

from both of these areas would amount to 2.75 m i l l i o n barrels. 

Assuming that the contracted Southeast Cha Cha Unit Area i s 

u l t i m a t e l y the largest area that can be subjected to t h i s 

operatio-Qj plus the Gallegos Canyon Unit, w i l l r e s u l t i n an 



PAGE 23 

increase i n ultimate recovery amounting to approximately 2.5 

m i l l i o n barrels, 

Q Mr. Eaton, assuming, f o r the purpose of t h i s question 

that neither of these pressure maintenance projects are 

i n i t i a t e d and that these areas of the Cha Cha-Gallup O i l Pool 

are depleted under primary operations, what would you predict 

i s the remaining primary recovery i n these two areas? 

A Approximately two hundred to two hundred f i f t y 

thousand barrels. 

Q As compared with the recovery of some almost three 

m i l l i o n barrels under the pressure maintenance project? 

A Yes, s i r . 

Q Certainly then, from an engineering standpoint, 

these two projects are a s i g n i f i c a n t conservation e f f o r t ? 

A There's no question about i t . 

Q Do you have anything else you would care to add at 

t h i s time, Mr. Eaton, with respect to the engineering aspects 

of t h i s application? 

A Only t h i s . I might point out that f o r a l l p r a c t i c a l 

purposes the engineering design f o r the pressure maintenance 

project has been completed, the route that the i n j e c t i o n lines 

w i l l take has been surveyed. I t has been checked by f i e l d 

inspection, i t ' s something that we know that we can b u i l d , 

we can construct i t very economically. The design of the 
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i n j e c t i o n f a c i l i t i e s themselves have been completed. The 

i n j e c t i o n pumps have been designed from an engineering stand­

point. The orders have not been placed for these materials, 

but i t can be done at a moment's notice. I n other words, i t 

i s the desire of the working in t e r e s t i n the Southeast Cha Cha 

Unit Area to commence these projects jus t as soon as i t i s 

possible and feasible to do so. 

Q From the standpoint of the maximum conservation 

e f f o r t , time i s of the essence, i s that correct? 

A Yes, s i r . 

MR. BUELL: That's a l l we have from Mr. Eaton at 

t h i s time. May I formally o f f e r Pan American Exhbiits 1 

through 10 inclusive? 

MRo UTZ: Without objection the Exhibits 1 

through 10 w i l l be entered i n t o the record of t h i s case. 

CROSS EXAMINATION 

BY MR. UTZ: 

Q Mr. Eaton, was i t R-21p4 that approved the Humble 

Cha Cha Unit? 

A Yes, s i r , i t was. 

Q Now, the pertinent reservoir data i n Rule 7 of your 

suggested rules, w e l l , your reservoir pressure and your ab­

solute pressure or atmospheric correction i s somewhat d i f f e r e n t 

than 2154. Would i t be your recommendation to use 2154 factors 

I n t h i s r u l e ? The r e s e r v o i r tpmpppatnrp -- d i d T s.ay pT-Pssni-a1? 
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MR. BUELL: Yes, you said pressure. 

A I would have no objection, Mr. Utz. I didn't notice 

th a t , i n c i d e n t a l l y . I t appears to me --

Q (By Mr. Utz) Those data were given to us by 

Humble as actual data f o r that portion of the Cha Cha Pool. 

A There shouldn't be any difference i n the reservoir 

temperature between the Northwest area and the Southeast area. 

May I ask what the Humble data showed? 

A 6l8 Rankine, 58 farenheit. 

Q That i s the temperature on our pertinent data sheet. 

MR. MORRIS: I f I might i n t e r j e c t , Mr. Eaton. 

A Yes. 

BY MR. MORRIS: 

Q Wouldn't I t be more equitable to adopt the rule 

similar to the rules f o r the Humble project as promulgated 

f o r 215-+ as the rules of the Southeast Cha Cha project i n ­

cluding a l l the rules with relationship to the transfer of 

allowables? I f you are going to have rules i n force i n one 

part of the pool, don't you f e e l i t would be more equitable 

to have the same rules i n force and ef f e c t i n the ajoining 

area? 

A That i s a good point. The reason that I am recom­

mending the Northeast Hogback Unit type rules, i s that I f e e l 

that the provision i n the Humble type rules to which you refer-

red i s unnecessarily restr'' r.ti ve. Tt i s not necessary f o r the 
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protection of corre l a t i v e rights„ I t could conceivably, 

because i t Is more confining on the operation of the project, 

even a f f e c t the thing adversely. For that reason, I recom­

mend the adoption of these other rules. I concede that you have 

a good point, that since a similar order has been issued i n 

the Cha Cha-Gallup Pool, perhaps t h i s order, t h i s type order, 

might be also more appropriately adopted i n the Southeast Cha 

Cha. I t was ray purpose I n recommending the other rule because 

I prefer that type of r u l e . 

Q I t would actually be Inequitable, though , would I t 

not, even though you think the Humble rule I s too r e s t r i c t i v e , 

i t would be inequitable to adopt any other rule I n t h i s area? 

A I w i l l say that i n t h i s p a r t i c u l a r case, i t would 

make no difference because more than twice the top allowable 

could'be transferred to the well adjacent to the u n i t boundary: 

i t would have had to receive substantial response. 

Q, I f i t makes no difference, then you wouldn't object 

to either order? 

A That i s tru e . 

MR. UTZ: You are j u s t objecting to the p r i n c i p l e 

A I am objecting to the p r i n c i p l e . 

Q (By Mr. Morris) Mr. E-.ton, i f the Commission sees 

f i t to adopt the type of an order f o r t h i s p a r t i c u l a r u n i t 

that i s entered i n the Humble u n i t , i s there any provision i n 

the order that would have to be changed, any nf t.pp ppi-tii-ppt-. 
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A No, s i r . 

Q I n view of the d i f f i c u l t i e s that we have been 

discussing here concerning the joinder of Tenneco and some of 

the other t r a c t s i n t h i s area, what i s Pan American recommending 

as the area to be contained w i t h i n the pressure maintenance 

project f o r which you are seeking approval? 

A We recommend that the Southeast Cha Cha pressure 

maintenance project area be coincidental with the Southeast 

Cha Cha Unit Area as i t i s f i n a l l y established, 

Q I see. 

A Now, i n the Gallegos Canyon Unit portion there i s 

no question. I t ' s under a un i t i z e d operation already. Our 

I n i t i a l project area there i s recommended as that area outlined 

i n green on Exhibit 4. I might point t h i s out too. The Cha 

Cha-Gallup Pool l i m i t s on that southeast end are not completely 

defined. Now, assuming that the Pool does extend fu r t h e r down 

to the southeast, that project area i n the Gallegos Canyon 

might need to be enlarged. There's very l i t t l e l i k e l i h o o d 

that the Southeast Cha Cha portion would ever have to be en­

larged beyond that area on Exhibit 2. 

Q My questions were directed to the Southeast Cha Cha 

Unit. 

A Yes, s i r . 

Q Now, the Commission customarily approves tht 
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i n j e c t i o n wells that are going to be used i n the project. Are 

you also seeking approval of these two i n j e c t i o n wells, I see 

one i n the northwest quarter or the northwest corner, I should 

say, of Section 8 i n 28 North, 13 West, that's the one bordering 

the Tenneco t r a c t ; and the other one up on the Aztec property, 

being i n the southwest corner of Section 30, 29 North, 13 West? 

A I have l e f t on t h i s Exhibit 4, I have l e f t that 

Aztec, the well on the Aztec property uncolored because there 

i s such a serious question at t h i s time as to -whether or not 

that t r a c t can be included i n the Southeast Cha Cha Unit. Our 

proposed project rules are s u f f i c i e n t l y broad enough that 

additional wells might be added as i n j e c t i o n wells by adminis­

t r a t i v e action. So i n that regard, the only optimistic assumption 

that u l t i m a t e l y t h i s Aztec t r a c t might be brought i n t o the u n i t 

and an i n j e c t i o n well needed at that location, I would recom­

mend that we l e t that be one that we obtain by administrative 

approval and not l i s t I t as such i n the i n i t i a l order. 

With respect to the C. J. Holder Number 11, the well 

to -which you refer i n the Northwest corner of Section 8, I t 

would be my recommendation that that weli be l i s t e d as an 

xnyect ion well I n the order. I f e e l that we w i l l be able to do 

one of two things, work out an arrangement with Tenneco by 

which a common boundary l i n e protection can be accomplished, 

at 'which time that well can be used f o r i n j e c t i o n ; or that 

..Tenner.n w i l l reconsider i t s position and commit i t s acreage to 



PAGE 39 

the un±z. 

MR. BUELL: So* i n siimmation you are asking that 

every well designated as an i n j e c t i o n well on your Exhibit 4 

be approved i n the i n i t i a l order? 

A That i s true. 

Q (By Mr. Morris) Our Exhibits are colored a l i t t l e 

d i f f e r e n t l y , t h i s one shows an I n j e c t i o n well on the Aztec 

t r a c t . 

A Yes, s i r . 

we f i l e d the application, 

t h i s f u l l u n i t would not be formed. 

'he reason f o r that i s that at the time 

had no knowledge at that time that 

Q Now, Mr. Eaton, i n the Humble project to the north­

west of your Southeast Cha Cha Unit, the nearest i n j e c t i o n w e l l , 

T - I P I i eve, i s the Wi-ll Number 5 i n Sec t ion 3o, 1 b IO. I J O O i orrect? 

A Yes, s i r . I n the Northwest quarter of Section 3o. 

Now i t i s Humble•s i n t e n t i o n t o place additional wells on 

i n j e c t i o n nearer the southwest, the southeast corner of t h e i r 

u n i t . Again they are i n the same position we are. They can't 

commence i n j e c t i o n down there u n t i l an agreement i s worked 

out between those parties who have boundary lines that have to 

be protected, but i t i s t h e i r Intention to move down closer 

to that corner. The precise -wells which w i l l be used have not 

f i n a l l y been selected although the engineers are i n agreement, 

or were i n agreement u n t i l we found out that Tenneco would not 

j o i n t h i s u n i t , and that completely necessitates re-engineering 
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that common boundary protection agreement. What a l l i t means 

i s that both Humble and Pan American w i l l have to s t a r t down 

near the center of t h e i r projects and "work toward the edge. 

Q Mr. Eaton, i n these two u n i t areas i n which you are 

going to have your pressure maintenance projects, do those 

areas include a l l of the producing properties that are i n each 

general area, or have you l e f t out any wells that might be 

along the edges of the two u n i t s , any adjacent areas? 

A I suspect that you refer to the Pan American C. J. 

Holder Number 1, which i s i n the Southeast, Southeast of Section 

21, an old Gallup well which has been included by nomenclature 

orders i n the Cha Cha-Gallup Pool. I don't think i t properly 

belongs there. I t has no cor r e l a t i v e sand development equal 

to the yellow l i n e s on our Exhibit 5- I t has not produced 

l i k e a t y p i c a l Cha Cha-Gallup Pool w e l l . I t was a l i m i t e d 

capacity well at the time of i t s completion, i t has always been 

one. I t ' s approaching the economic l i m i t of production and 

i t i s very u n l i k e l y , and t h i s opinion i s shared by the members 

of the engineering committee, that i t would ever benefit from 

pressure maintenance and so i t was j u s t l e f t out of the project 

are 

w. Are there any other wells i n areas immediately 

adjacent to your two u n i t areas which have not been included i n 

one of the two units? 

A Wn j s i r . 
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That's the only one? 

A Yes, s i r . 

Q I f Tenneco does not j o i n i t s i n t e r e s t i n Section 31, 

the wells of Aztec O i l and Gas Company i n Section 30 im­

mediately to the north w i l l he l e f t out of any project? 

A That i s true. 

MR. BUELL: You said wells, Mr. Morris, there's 

only one w e l l . 

MR. MORRIS: Just one well? 

MR. BUELL: Yes. 

Q (By Mr. Morris) I s there a p o s s i b i l i t y that that 

well and that acreage could be joined i n the Humble project? 

Would you care to speculate upon that p o s s i b i l i t y ? 

A Yes, s i r , I ' l l be glad t o speculate. I would say 

my answer would be no, with t h i s q u a l i f y i n g statement. The 

reason f o r the Humble project having i t s boundaries drawn where 

they are Is that i t l i e s e n t i r e l y on Navajo Indian lands. The 

reason that i t was done that way i s so that the operation 

could be conducted under an operating agreement rather than a 

f u l l scale u n i t agreement. Should some land other than Navajo 

Indian land be included, i t would necessitate preparation and 

execution of a f u l l u n i t instrument. 

Q I f Tenneco does not j o i n i t s Interests i n Section 31 

i n t h i s u n i t , Aztec i s out on a limb? 

A That i s very ture. 



PAGE2j_2 

MR. BUELL: You might also state f o r the record, 

Mr. Eaton, i f you know, why the Humble project was formed as 

i t 'was, including only Navajo lands; was i t not since time was 

of the essence and that could effectuate pressure maintenance 

operations much quicker? 

A Yes, s i r , that's t r u e . As a matter of f a c t , I 

believe I'm correct i n t h i s , the e f f e c t i v e date of that operating 

agreement was p r i o r to the date of the pressure maintenance 

order. I n other words, the companies had already agreed that 

i t could be done In t h i s manner expeditiously and then they 

sought the pressure maintenance order.. 

BY MR. UTZ: 

Q I n reference to your i n j e c t i o n wells, what do you 

Intend to use f o r the i n j e c t i o n string? 

A That r e a l l y hasn't been f u l l y decided yet. We 

normally plan to i n j e c t through tubing set on a packer. As 

I say, that r e a l l y hasn't been f u l l y decided, whether we w i l l 

here or not. I t probably w i l l be two ana a half inch tubing, 

i f we use tubing. I f we f i n d that the water i s of such q u a l i t y 

that no corrosion might r e s u l t , then we might elect to i n j e c t 

down casing. 

I f you do suspect corrosion, then you w i l l use 

tubing? 

A Yes, s i r , and probably t r e a t the 'water too; i t could 

be vory serious. 
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Q Is the casing on these i n j e c t i o n wells a l l set 

through the pay? 

A Yes, s i r . 

And se l e c t i v e l y perforated? 

Yes, s i r . 

Q w i l l you i n j e c t water i n a l l zones? 

A Yes, s i r . 3y a l l zones you mean the sand, what we 

designated as the A and B sand? 

Q Yes. 

A That's the only thing that's open i n these wells. 

Q, Just the two sands? 

A 

Q 

Yes, s i r . 

Is there a t h i r d sand i n t h i s area? 

A No, s i r . There are a few 'wells, I had better 

q u a l i f y t h a t . There are a few wells that have some perforation 

open i n t h i s i n t e r v a l approximately one hundred feet above the 

A sand, but f o r the most part, as a matter of fact I said a 

few wells. I only know of one, and i t i s t h i s Aztec well that 

we have been t a l k i n g about up i n Section 30. I t ' s extremely 

strip p e r , the material, and i t ' s not r e a l l y sand, i t ' s a s i l t y 

shale, fractured. 

Q I f you should include the Aztec acreage, would 

you i n j e c t water i n the upper zone? 

A I f i t would take i t , yes, s i r , which I doubt. 

MR. UTZ: Are there other questions of the witness' 
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MR. SWANSON: Yes, Mr. Examiner. I'm Kenneth Swanson, 

associated with l o c a l counsel representing Aztec O i l and Gas 

Company. 

BY MR. SWANSON: 

Q Mr. Eaton, with reference to the Gallegos Canyon 

Unit portion, would you explain the reason that the boundary 

was drawn i n the manner i t ' s drawn? Why are you taking i n t h i s 

p a r t i c u l a r area that you have shown? 

A According to our i n t e r p r e t a t i o n , t h i s approximately 

represents the production. Which boundary do you re f e r to? 

Q I was wondering I f I t was an attempt to define the 

area that I s reasonably presumed to be productive? 

A That Is true. I might add t h i s , too; t h i s proposed 

project area i n the Gallegos Canyon Unit i s also coincident 

and i d e n t i c a l t o , with one exception, our proposed p a r t i c i p a t i n g 

area f o r the Gallup Formation i n the Cha Cha-Gallup Pool. That 

one exception i s the f a c t that the Gallegos Canyon Unit Number 

84 i n the Northwest, Northwest 28, i s a marginal well under 

the terms of the Gallegos Canyon Unit agreement. Accordingly, 

i t can not be included i n the p a r t i c i p a t i n g area, the acreage 

around that well I s not i n the p a r t i c i p a t i n g area, but we f e e l 

that that well might benefit from our i n j e c t i o n program and 

should properly be included i n the project area. 

Q Well, t h i s Is no attempt to make coincident the 
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un i t boundary that you are proposing to the Commission and that 

w i l l p a r t i c i p a t e i n the production? 

A No, s i r . 

Q The r i g h t s and obligations between the parties are 

covered by the Gallegos Canyon Unit agreement and u n i t operating 

agreement? 

A That i s true. 

Q As I understand i t , a p a r t i c i p a t i n g area w i l l be 

established -which w i l l take i n an area that i s reasonably pre­

sumed to be productive and subject to approval by the USGS? 

A That i s true . 

Q And that acreage w i l l p a r t i c i p a t e i n production and 

finance the project? 

A Yes, s i r , we thought i t was a good idea to make t h i s 

proposed project area as nearly coincident -with what we w i l l 

propose to the other working Interest f o r the p a r t i c i p a t i n g 

area as possible, simply from the standpoint of not 

having so many maps around showing d i f f e r e n t areas on i t , and 

i t ' s only l o g i c a l , too, i t should be. But that's the only 

significance, that the p a r t i c i p a t i n g area establishment and 

adjustment of investment and adjustment of p a r t i c i p a t i o n are 

coverea with the uni t operating agreement, and i t w i l l govern 

Q, Well, i t ' s a fac t that Aztec owns an appriciable 

amount of acreage i n the area? 

A That i s very trug • 
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Q, And as far as mechanics of the operation are con­

cerned, there w i l l he a meeting of the owners holding i n t e r e s t 

i n the area or some communication between them as to the d e t a i l s 

of operation i n t h i s area? 

A Yes, s i r . 

MR. SWANSOK: No fur t h e r questions. 

MR. UTZ: Are there other questions? The witness 

may be excused. 

(witness excused) 

MR. UTZ: Are there any statements i n t h i s case? 

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

MR. BUELL: No, s i r , that•s a l l we have, Mr. 

Examiner. 

MR. SWANSON: I have a statement, Mr. Examiner. 

MR. UTZ: You may proceed, Mr. Swanson. 

MR. 3WAN30N: Aztec i s also an int e r e s t owner i n the 

Southeast Cha Cha area. We would l i a e to concur with Pan 

American i n t h e i r request for approval of t h i s u n i t area. We 

have, at t h i s time, executed the Instruments c o n d i t i o n a l l y . 

That i s , we reserve f i n a l approval i n order that we would be 

able to t e l l what the s i t u a t i o n might be as i t develops. I t 

looks as though perhaps Tenneco may not be a pa r t i c i p a n t . I t 

i s Aztec's position that every reasonable p r o b a b i l i t y i s that 

we w i l l j o i n i n t h i s u n i t . We do f e e l , however, that every 
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e f f o r t should be made to Include Tenneco's acreage i n t h i s u n i t 

because the operation of the project v i l l i be f a c i l i t a t e d . There 

are going to be serious questions of cor r e l a t i v e r i g h t s i f 

t h e i r acreage i s not included, and we would l i k e to see, and 

we are happy to hear that Pan American intends to exert every 

e f f o r t to bring Tenneco i n t o the u n i t . 

MR. UTZ: Any other statements? 

MR. MORRIS: Yes, s i r . Mr. Examiner, with reference 

to Case Number 2517, I have correspondence from Rocanville 

Corporation, from Marine D r i l l i n g , Inc., and from Texaco, Inc., 

urging the Commission approve the application of Pan American. 

I have also been asked by Aspen D r i l l i n g Company and D. W. 

Palls to state t h e i r concurrence i n both of these two cases 

with the application of Pan American. 

MR. UTZ: Are there other statements? The case 

w i l l be taken under advisement. We w i l l take a ten minute 

recess. 
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