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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 for a pressure maintenance
project, San Juan County, New Mexico.
Applicant, in the above-styled cause,
seeks permission to institute a pressure
maintenance project on its Gallegos
Canyon Unit Area, San Juan County, New
Mexico, in the Cha Cha-Gallup 0il Pool,
with the injection of wafter initially to
be through two wells located in Section 23,
Township 28 North, Range 13 West, and
requests adoption of special rules to
govern the operation of said project.

IN THE MATTER OF:

Application of Pan American Petroleum
Corporation for a unit agreement and a
pressure maintenance project, 3an Juan
County, New Mexico. Applicant, in the
above-styled cause, seeks approval of the
Southeast Cha Cha Unit Agreement embracing
Federal, State and fee lands in portions of
Sections 7, 8, 9, 10, 15, 16, 17, 18, 20,
21, 22 and 27, Township 28 North, Range 13
West, and Sectlons 30, 31, 32, and 33,
Township 29 North, Range 13 West, San Juan
County, New Mexico. Applicant further
seeks authority to institute a unit-wide
pressure malntenance project by the in-
jection of water into the Gallup for-
matlion through 10 wells located within
sald unit and requests adoption of

special rules to govern the operation

of saild project.

Case No. -
25195

Case No.

2517

&
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BEFORE: Elvis A. Joz, Axaniner

TRANSCARIPT Or HEARING

MR. UTZ: The hearing will come to order. The
first case on the doc.ot will ce 2510,
MR. MORRIS: Application of Pan American Petroleum

Corporation Tor a pressure malntenance project, San Juan

MR. BUELL: For Pan American Petroleum Corporation,

Guy Buell. Mr. Breminer, at this Time I would lize fo

3 3=

that this case be consolidataed for surposes

98]

move

o’ testimony and

record with (Case 2517. Both cases are very closely inter-

MR. UTZ: 2517 is Jjust the unit par

hearing, or is this the Gallegos?
(&5 2

lated, and I Chink it will expedite both hearings to

MR. BUELL: No, sir. 2517 1s the Southeast

Cha

Cha unit phase and also the pressure maintenance program for

the Southeast Cha Cha unit.

[
ot
ol

KR, UTZ: Thisg 1s the Ga

gos Canyon?

MR. BUELL: Yes, and both pressure mainctecnance

projects are closely interwoven and it would expedive matters

+to consolidate the record.

MR. UTZ: without objection the Cas
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will be consolidated for the purpose of this hearing. Are
there other appearances in this case? You may proceed,.
MR. BUELL: We have two witnesses, Ir. Zxaminer,
neither of which have been sworn.
(Witnesses sworn)
BRUCE A. LANDIS, JR., called as a witness, having been first

auly cworn, was eXamined and testiilied as follows:

BY MR. BULLL:

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 bBruce A. lLandis, Junior, I am employed
by Pan American Petroleum Corporation as Divislon Unitization
Superintendent in the Port worth, Texas office.

@ would you briefly state your educational background,
Mr. Landis?

it I'm a graduate in petroleum and natural gas engineeris

from Pennsylvania State University, and in law from the

Dickerson School of Law.

. How long have you veen employed by Pan American?
A About eleven years.

even years have been spent in

Jod

& How many of those e
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. i s At
A The entirs Cgriod.

O

In your capacity as Division Unit ilon Superinten-
dent, are vou completely familiar with The background and

detalls relating to the 3outheast Cha Cha Unit?

A Yes, sir, I an.
(Whereupon, Applicant's
Exhibit No. 1 marked for
identification.
o] Mr. Landis, let me direct your attention now to
what has been marked as Pan Amsrican Exhibit Number 1 What
is that exhibit?
A That exhibit i the unit agreement for the develop-

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

te of New lieziico.

2

Is that a true and exact copy 0f the unitization

agresment that has been executed by those persons comnitting

i

A Yes, it is; and in this agreenment are several loose
pages which were inserted to correct certain ninor errors.

G Neone of these correctvions are substantial in nature?

A No, tney ar= not.

- How does this agreement, vhich has been marked as
our #Fxhibit 1, now does 1€ describe The unitized interval?

A It describes it as follows: "The Chs Cha-Gallup
sand is that contilnuous stratigiraphicel interval occurring
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riding royalties have committed tTheir interest to this unit

operation?
A There are 45 eflfective as of
o) Are these ratifical

L7

continuing to come in on a day by day basis?

A Yes, sir, they are being received daily.
Q Have any of this Type interest owners refused to

Join the unic?

Q As of this time, what percent of the working interest

rea are committed to cthis unitized program?

ercent of the working

o Mr. Landis, I wish you would

e

S over

|

h

O

rked as our Exhibit 2, whi

(Whereupon, Applicant
Exhibit No. 2 marked
for identificatlon)

er Lo wiat has been

ref

onn the wall here, and

in conjunction with that exhivit, would you point out for the

3 Y
2
L

@

cord and the Examiner, tnose tracts which contain working

interests which is not committed at this time?

A Yes, I will. As was explalned a moment ago, the

basic royalty is held here by the Fede

itate of New Mexico., On this Exhibit

{n

1 Government and the

the Pederal lands are

shown in red, the lands of the State of New Mexico are shown

b e I
Iy rows
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The stvatus of
this area is as follows: Tenneco,
and 3, has not committed 1ts working i

o}
<

owns the workin

¢

interesy

in what

G, which has not been committed.

Tract 8 and Tract 17, has not commitited their interest. I
have been advised that we have received a pratification of some
form from Texaco. I don't know, however, what it involves at
this Cine.

The El Paso is & working interest owner in Tract O,
and this interest has not ween committed. In what we have
called Tract 13, divided into three pairts, & parc in Section 7,
a vart in Secetion 10, and a wart in Section 18, we originally
were advised That Aspen Drilling Company owned all the working
interest. Aspen nag signed, however we nave since discovered thg
on the partial in Section 10 and on the oartial in 3ection 18 thj
the working intercest 15 in Tact owneld by Gas rProducers. We are
novw talking to Gas Producers to secure 10s commitment.

In Tract 19, theirre Lz a portion of The working lnteres
that has not been commitiza. This 1s owned by Bonanza; however,

chougin tha

A

on tracts we have marked 2

Texaco, owning interest in

Tenneco also

working interest commitment within

8 Tract

.

F

unic agreeme
participation in the unit.

) Lre negotvliatvions gtlll going on with the unsligned
—rorEhre—interes e Praet—3o2

¢k

4
“

ct
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of units, is a decrzase in current l1ncome a continual and
recurring problem thaet comes us in
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currenc

Lo the

sised or informad as
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total future reserves, cthey have sugoested to us tha
3 o OO

n for not Jjolning is because thelr current incone

In your many yoers of euperlence In unlitlzation

~

and unitvtizavion negoviations and the resultant formation

formacion of almost

r

Yes, sir, 7 do not know of any uniit where you are

a4 productive formation where you don't have both

3 2l

income decreases, and increases upon the eflfective date

t kind of resolves itszselfl into a moment of truth

operator, he hag ©o 100K &t one end on the
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PesOrT cs Ln

on benefit Tthrough a unitizied oressure
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malntenance

program and weigh that and attempt to reconcile that with a
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Aith respect To tung Tenneco operaved tracoes, what

percent.

Ttract witndn Ths Joutheast Cha Cha Unit Area?
Yes, sir, T neve had access 0 such flgures that sz

che exico 0Ll Conpgervation Commipsion.
In tirzt connection, what iz The latest

the Commission
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5

ottt e
au,,0ining

2
Uil

conmi®

x

b,
e

be out of

A

~

or

tract buv is going to be unable i

That is correct.

How many wells on that Aztoc iract?

There 1s & single well.

Do you know how an operacor can conduc
rai with & one well lease?

No, sir, T think iv's an impossipili

a

That

pressure m

is

cor

4=y

[SE N A

P S, K I [ S
ara2a vo Unic area e 0e corne PINE,
5 Dt e E T o T SN ~2 3,
The feiiure of Tract 2 and 3 Lo
Meones ~ 4 7 P R .
Lract 1 as 4 dai'c 01 Tthe unlte

&
}..]-

o
<

¥3

a case

whaore

ntenance program?

ct

c

.

and comparing 1t with

¢
o
K
[}

to

o

Q I believe in looiing a 2,
S T K} TR I T S
T TiTo S o PamrAmerieah—Sracs—that—ds-on-HExhiblt 2 and not
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on Exhibit 3, why 1s that?
A That 1s what we have designated as Tract 7. These
are State of New Mexico lands, Tract 7 is a portion of the basic

lease as we have designated here Tract 5. ¢ is held by pro-

3, 2 » -

his was 1lncluded although it has no participation in

H3

Co
o
(@]
¢t
'—J.

o1

o

.

N s

he unit because our original plans included the formation of

e

a Totah-Gallup Unit Area which would have a coincildent boundary
with this portion. Iirs. Ray pointed out to us the fact that

this tract does not receive participation in the unit because

(\

.
"3

the Totah-Gallup Field will be a cooperative rather than a unit
program; and despite the fact that we can hold the acreage
because of production on other portions of the lease, we have
conceded to extract this tract Irom the unit area.

Q Looking at the contracted unit area, as depicted by

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

interest in the contracted area 1s committed at this tine?

A As of right now, slightly in excess of 93 percent.
&) With relference to the contracted area, are you

hopeful that this contracted area will become ones hundred percent

working interest committaed?

A Yes, sir.

) Again comparing Exhibits 2 and 3, have you closed
out the formation of a unit on the original size contemplated

as reflected by Exhibit 2 or will those people, in the event

they have a change of heart, do they still have the opportunity
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to come 1In?

In accordance witn the

tusally becomes effect

entitled to Jjoln in such unit &g
Al In fact, speaking for
sucn Joinder, would we not?
A Yes, sir, we tinink th
The optinum area; hoy r, we fe
a fine program in This area.

Q

do you have

conser
POoleurn I

733

meilats

appr

E

From the aspect of

]

tihier conmments

vation projizct of
industry.
of

oval

BU=LL:

e terms of the agreement,
ive, anyvody in this area is
reemenc.

Pan An can, we would welcome
e arsa, as outlined, would be

we can also conduct

1e unlitizavion of this unit,
hat you would care to make?

-ne pressurc

conduct in the Gellup formation
hignest order known to the
ason, 1 would urgce the im-
TESmMEn’.
11 we nave of r. Landiz ac

chis tine.
MR. UTZ: Are Lliere quesvions of . Landise?
FMR. MORRIS: I have onz 0 TWO.
CROSS EXAMINATION
3Y MR, HORRIS:
Q Just to review your t=2stimony a moment. Tracts 2
and 3 voth are owned by Tenneco, is that correct?
A They sre operaccd by Tenneco There asve ascoually

178 L4
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There will be subsequent testimony that I'm sure will cover

Q What 1s your proposal for the boundary of the unit

area?

A We would like ©To have thils boundary approved. We

initvial cash investment.

& And Tract 9 of Tenneco would be in the same category?

A Yes, sir, Tract 9 is in the same category. It's
true there's no production here. I didn't intend to distinguish
a separatve reason for them aot commitiing this tract.

Q So those are the only tracts, Tract 14 over here I
belleve has also been completed?

A This 1s T<Xaco.

G That falls in the same cavegory?

A Yes, thatl's right.

@ So Tracts 2, 3, S, &, 9, and 17 are the only ones
effectively involved in thls category of actual refusal to
join?

A AT this Time, yes, that 1s correct.

Q Do you feel that the refusal of the owners of these
tracts and the deletion of those areas will adversely affect
the operation of this unit?

A It won't adversely affect 1€, it will complicate it.
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are going to exert cvery effort to get everybody committed
within this area. It should be understood, however, that

he tTerms of the unitv agreement, we can qualify such

With respect to the unit boundaries that you have

o

wouldn't the 140 acre

sald That you wished to have

tractv be deleted, that being Tract
3 <

A Yes, we have agreed that we would withdraw that.
Q That exhlbit you are referring to is Exhibit A?
A Yes, sir. Your term here, this is Exhivit 2 in

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

Bxhiblt A, which 1s attached to our oificlal Zxnibit Number 1.

] (By Mr. Morris) Mr. Landis, is there going to be a

MR. BUELL: We would like to call Mr, Eaton as our

next witness, lMr. Exaniner.
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duly sworn, was examined and testlfied as follows:

DIRECT EXAMINATION

ou stvate your complete name, Dy
wnom you are employed, and in what capacity, and at what
location, please?

A George 4. macton, Junior. I am senior vetroleunm

P .

engineer {or Pan American P.troleum Corporation in Farmington,

y e A - - PR B R T e IR, [ I .= I B
8] Fr. Taton, you vestified atv prior Commission hearings

oy

Jouy attenclion ©o

ciesaTm T se D Aricnd sy St e N pra e AL sl taeaeq T o
LG ICu a4t ran Amerlican IXOIolT Nunssr 4, anda woula

i 2y oy e . N R T EL R
LA gy 0L 4 SOUCLONn Gl Tad

T Tiea oot 3 Ty Trren ~41773 2o s e =lan
San JJdan gasiilt In Sai Juan Counvty, S00WINE vhe

arza in tihe vicinity of the Cha Cha-G llup and Totah-Gallup

> - : E P -
icance oY the ares

coloved in yellow asnd fhe =raz colopsd dn green on fhal exhipit?
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Saty e e ~ ey
Soutnzast Cha Cha pressure

e PR | U
aoPoVed ovier

e v e e oy v 4 Ay e ey Sy D RPN I P N envys A
Drsssure naintenance projects in vne Toven-Galluns and Cha Cha-

7 prior orders are Inown on

N R o SN e
reos WLACH nave

o

TPl F T e

aq- R T R it o 37 U A A A [ FPN
OUY HHENL0LT NUMDCY <. LWl Q7PLCL Ly 1o TNOSEe aress 101
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malntenance project is ong Humble operated Northwest Cha Cha

A ea which was authorized Tor conduction of pressure naintenancé

Y

-

servation Commission QOrder

O

operations under New exico 0il C

) Jhat about Totah, how many orojects have been

approved there, and would you briefly relate Those projects

for The record?
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A Yes, sir. A number of

areas have Dbeen

L.

Looking at vhe

there 1 n area

)
)

Pool,

Pan American pressure maintenance

to the southeast of
which is

range

project number 1 under R-2189. I

=

the ares outlined in purp

"

under R-2190, Again the area

is tThe Aztec project number 2 und

the extreme southeast portion
Pan American project number 2

Q I'r. Zaton, looking at
the Commission approves our two a

what percent of the Cha Cha Pool,

extreme northwest portion of

outlined

tha

pressure magintenance project

Totah-Gallup Pool.

ot

he Totah-Gallup
which is the

in re

project number 1 under R-2152,

there 1s an area

ct

area,

the Azftec 0Cil and Gas Company

oving along to the southeast

e 1s tThe Tenneco project

outlined in orange in Section 34

er R-2139. The red outline at

lup Pool is the
a momenc, assuning

pplications here today, about

as it 1s now delined by

develooment, will be included in a pressure maintenance project
area?

A Betier than 95 pnercent of ths entlire pool will be
undcr pressure maintenance operavions upon approval of these
two partvicular project areas.

@ Mr,., Baton, I notice on this exhibit you have colored
some wells with a large red dot. What is the significance of
that?

I These wells to which you referred are the proposed
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o I notice enother, 1U's a line on your exhibit which

. 2 inl Ao ot e Pl TS Te Tt o ¢
two projece arsas, wnat i1s that ilng, k. Haton?

has been designated

Line A-A'. It represents the trace of a cross section through

What does 10 roiflect,

L

»oine Of The purpose of thls
A Bxhibit mumocr o

sands are continuous and correliatlive
- o A : LI . gy Aele .- " [EE— - 3
orolect areas and that thoerefore they represent a good

o

: 3 R B L A AT p P
osportunity for conducting a sressure maintenance oneration.

Q FMr. Baton, would you look now atl whal has been marked

3 O T . R PSR FAL TNy N U R - L4
as Pan American mZxnibit 2, and state Tor the record what That
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hi

ct
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o

Number & is a pertinent data sheet showing

E‘;J

A

ct-

the pertinent reservoir data for the Cha Cha-Gallup Pool,

more specilically the vertinent data pertaining to the south-
east poriion of
© These dats appear to be selfl explanatory, Mr. Eaton,

-

but do you have any couments you'd like to make on any of these

A I mignt point out that botih the reservolir rock

the reservoir f{luid

lir, Eaton, with respect to the injection wells

that we have just discussed on your Exhicit Number 4, has the
Commission, in conjunction with our avplication, been furnished
the casing vrogram on these injection wells

A Yes, sir, they have.
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A Yes, sir, they were.
o Let's not burden the record with any lengthy

Tthe wells,
but let me ask you this: Do you personally feel that the
casing program on these injection wells wilill assure us that
water will go where we want it to go and no other place?

A Yes, sir. My osinion 1is tThat the casing program

i the ce L] rogramn which was used in each of these




DEARNLEY-MEIER REPORTING SERVICE,. Inc.

ALBUQUERQUE, N. M.

N, M,

FARMINGTON,
PHONE 325.1182

PHONE 243.6691

PAGE ol

wells will properly confine the water to the interval in
which we wish 1t to te conrined.

Q Mr. BEaton, this nressure maintenance project in
pboth the Southeast Cha Cna Unit Area, as well as the Gallegos
Canyon Unit Avea portion, will be conducted by the injection

o' water, will it not?

A Yes, sir, vhat is true.

) What will be the water source for our injecting
water?

A The Morriscn formation will be the source.

o) Does Pan American, as a unit operator, contemplate

drilling a well to the Morrison for that water supply?

A Pan American, in cooperation with two other working
interest owners in The Southeast Cha Cha Unilit Area, both working
interest owners being Aztec 011 and Gas Company and the

Southern Union Production Company, have drilled a well to the

orrison formation. That well has been completed and is

presently being tested for capacity.
Al Mr. Eaton, it's a little unusual that these three

operators would putv up money to drill a supply well prior
to the formation of the unit. Do you know why they 4id it
A Yes, sir. The purcose in drilliing the well prior

©0 the actual unitization of the proverity was sco that the
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pressure maintenanc:
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possivle after the eflective date of the unit so there would

and completed and is currently being tested, have you ore-

o

pared a pertinent Jata sheet on that

«

A Yes, sir.
4+ T et e ftAm s e o TR Mirrae s
5] Let'! identily that as our Exhibit Number 7.

(Whereupon, Applicant!

Hxnibit Nunver 7 mark
Tor identification)
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SUmning equipnent and a deos
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originally designed .as a single projesco. In other words,
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a5 a single engineerling committee which made the study

Gallup rPool and recommended this type of an

Q
o
o

(@
S

W
1

ion. The fact 5Shas we will now have two project areas

Ju

than a single one will not affect the blending in and

l._

overation of the projects at all.
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J

to a lease line or co-

ct

pec

Humble representatives with =

[¢]
&3]
-

operative agreement; I don't know how you engineers refer to

that, but has sucn a meetving already bpeen held?

A Yeg, 1t has. In that regard, of course, neither
Humble, who 1s the operator of the Northwest project, nor
Pan American, who 1s thie operator ol fThe Southeast project,

Wwill commence injeccion along that common boundary until some
y { J

N

has been reached.

o

N
n

sucn agreement on a cooperacvive bas

ir, Eaton, you heard Mr. Landis! testimony with

O
i
v

respect to the various tracts that at this time do not qualify
A Yes, sir.

Q With particular reference to the Tenneco operated

4 2
vCo T

©
et

tract, wnicn is adjacen e Humble project area on the
west and adjacent to our project area on the south, from an
engineering standpoint will the fact that that tract 1s not
in our program be a complicating factor?

A & will certalnly pose a problem which we will have
to solve one way or vie other., It poses a problem to Humble
as operacvor of The Northwest project; it poses a problem to
Pan American as operator of the Southeast project. I would
suggest that it poses g nuch greater problem To Tenneco itself,
The reason for that is That our having been assocliated with
Tenneco in the operation of the engineering committee work,

Tim convinced-that they are as well aware as anyone that

0
x s
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significant increases in recovery can be achleved by this

pressure maintenance opera
5 . EI

[V

r want to conduct a

of thelr lease. Should They do s

0,

will have o worlk out a cooperative

with the Southeast area, bHu

separate operation consisti

ng only

it simply means that they

ct

agre

Q Actually that Tenneco aperated
speaking of has a longer common boundary wi
arca than it does with the 3Southeast Cha

A That is very true.

5} And wihiile iv will e a complica
opinicn as a reservolpr 2ngincer, do you th

A Mo, sir, I miglt polnt out on

A1 417 g ey -'-'1'\-"‘" B et eTelolataie e

YOU Wiidi NOTLCE vhnav one O ou L;O:Ju;v'vu. L

wnicn is colored in red, 1s ilnmedlatvely ad

tract. That well 1is tho Pan American, ond
Ce J. Holder Number 11 in thwe Horthwest,

131

Now, what the noncommlital of Tenneco

at least #will not be convertsd Lo i

date oI the unit

@
ct
'.J'
<
@
C.‘

- PR ST | E Wi T Moanmy
agreement 1s worked out witn Tennec

alone that conmon boundary.

L

tract Tthat

enent, not only

he Northwest area.

we are

v the Humble project

ting facvo

does it not?

thning in
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prasent

be used

r, in your

Tion wells,

that that well

until somne
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(Whereupon, Applicant's
#xhibit No. & marked for
identification.)

maton, would you look now at what nas been
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te Tor the Southeast Chae Cna Unit as & funcvion of

O N sl o snas Sontt o Lina M dmats s AP ST
che pressure maintenance portion of the project are shown on

this Bxhibit. Primary is shown in grecn, »iresSsure malntenance
-

is shown in red. This graon shows trat srimary droduction

neaxked ouv In June, 1801, It 1s projected that urinary
produccion will be completed in approximately one year from

could commence on March 1st, 1932, 0f course this will not
£ -~

be pospgible. The performance 1s not expected to be adversely

affected by that fact. Apvroizimately nine months after

oroducing rate 1s substantvial and continues for approximately
one year thereafter. After that time pressure malntenance

production also comuences to decline. This graph further shows

& Mr. Eaton, based on your ahalysis of the data
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reflected on that Exhibit, what will be %the incremental
increase in ultimate recovery in the Southeast Cha Cha Uni
Area due ©vo this univized pressure naintenance program?

A I7 we assume that The entire Southeast Cha Cha Unit
Area will ultimately be formed, by that I refer to That ares
shown in our Exniblt Number 2, the increase in ultimate re-
covery due to the pressure nmaintenance project will amount to
2,250,000 barrels. On the basis that the entire area will no
be unitized, buv as 1in the area depicted by our Exhibit Number
3, will be subjected to pressure naintenance operations, the
increasc in ultimate recovery due to the pressure malntenance
project on the contracted unit will amount to 2,000,000 barrels.

8 Decrease of some 250,000 barrels due To the con-
tracted area that is being subjected To pressure maintenance
operations?

A Yes, sir.

(whereupon, Applicant!
R®xhibit No. 9 marked for
identification.)

Q wWwould you look now at what has been marked as

wxhibit Number 9, and state o the record what that Exhibit
raeflects?

A Before we get off of HExhibit Number &, I have one

more comunent to out in. Thnat just sinply means that we are

contacting less oll in the contracted unit are

Thae T

actopr I

a with our

o

or fthaf portion contracted
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1s the same.

Q You are just operating with a smaller surface area®

A That's true. Our Exiibit 9 is similar in many
respects to our Exhibit 8. The difference 1s that Zxhibit
9 refers to that portion of the Gallegos Canyon Unit lying
in the Cha Cha-G.llup Pool which will be subjected to pressure
maintenance operations under our proposed vroject area shown
in green on Exhibit 4. Again this Exhibit 9 shows oil pro-
duction rate for the Gellegos Canyon Unit Area both Tor primary
and for tThe pressure maintenance project. The zraph shows that
we can exnect to recelve velween now and the termination of
the project in the year 1933, an additional recovery of some
520,000 varrels or oil.

A Fr. Zaton, whzat ules are you recommending that the
Commission adovt [for vhe operatlion of woth of these nressgure
mailntenance projects?

A I'm recommending that the
These projects similar In all vertinent cessects Lo Order R-202
daved July 13, 1921, salch sst forth the special rules and

To the Pun Anerican Petftroleums Corpor-
atlon's Novtheast Hogbacik Unil sressure malnitenances project
in the Horgesnoe Gallup Pocl in San Juan County, lew Mexico.

e Do you have copy of
Iir. Dacon?
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increase in ultimate rvecovery amounting to approximately 2.5
million barrels,

Mr, Beton, assuning, for the purpose of this gquestion

-}

that nesither of these pressure maintenance projects are
initiated and that these areas of the Cha Cha-Gallup 01l Pool
are depleted under primary operations, what would you predict
1s the remaining primary recovery in these two areas?

A Approximately two hundred to two hundred fifty
thousand barrels.

Q As compared with the recovery of some almost three
million barrels under the pressure maintenance project?

A Yes, sir.

Q Certainly then, from an engineering standpoint,

these two projects are a significant conservation effort?

A There'!'s no question about it.
Q Do you have anything else you would care to add at

this time, Mr. Eaton, with respect to the engineering aspects
of this application?

A Only this. I might point out that for all practical
purposes the engineering design for the pressure malntenance
project has been completed, the route that the injection lines
will tzke has been surveyed. It has been checked by fileld
inspection, it's something that we know that we can bulld,

we can construct it very economically. The design of the




PAGE 3L}

FARMINGTON, N, M,
PHONE 325-1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,
PHONE 243-6691

injection facilities themselves have been completed. The
injection pumps have been designed from an engineering stand-
point. The orders have not been placed for these materials,
but it can be done at a moment's notice. In other words, it
is the desire of the working interest in the Southeast Cha Cha
Unit Area to commence these projects just as soon as it is
possible and feasible to do so.
Q From the standpoint of the maximum conservation
effort, time is of the essence, is that correct?
A Yes, sir.
MR. BUELL: That'!s all we have from Mr, Eaton at
this ftime. May I formally offer Pan American Exhbiits 1
through 10 inclusive?
MR. UTZ: without objection the Exhibits 1
through 10 will be entered into the record of this case.

CROSS EXAMINATION

BY MR. UTZ:

Q Mr. Eaton, was 1t R-2154 that approved the Humble
Cha Cha Unit?

A Yes, sir, it was.

e Now, the pertinent reservolr data in Rule 7 of your
suggested rules, well, your reservoir pressure and your ab-
solute pressure or atmospheric correction is somewhat different
than 2154, Would it be your recommendation to use 2154 factors

in this ruyle? The regervoir temppr’atnra —= did I Sa Q”QQQ‘:}.-Q?

&
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MR. BUELL:

Yes, you said pressure.

A I would have no objection, IMr. Utz. I didn't notice
that, incidentally. It appears to me --

s (By Mr. Utz) Those data were given to us by
Humble ag actual data for that portion of the Cha Cha Pool.

A There shouldn't be any difference in the reservoir

temperature between the Northwest area and the Southeast area.

May I ask what the Humble data showed?

A 518 Rankine, 58 farenheit.
Al That 1s the tTemperafture on our pertinent data sheet.

MR. MORRIS: If I might interject, Ikr. Eaton.
A Yes.
BY MR. MORRIS:
) wWouldn't it be more esquitabls to adopt the rule

Humble project as promulgatved

Cha Cha project in-

L}

cluding z11 the rules with relacionship to The transfer of
allowagles? If you‘are golng tTo have rules in force in one
part of the pool, don't you feel it would be more equitable
to nav: the same rules in force and &ffect in the ajoining
arza?

A That is a good point. The reason that I am recom-
mending the Northeast Hogback Unit type rules, 1s that I feel
that ths provision in Thes umble type fer-

red is unnecegsgarily regtrichive.
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protection of correlative rights. It could concelvably,
because it is more confining on the ogeration of the project,
even affect the thing adversely. For that reason, I recom-
mend the adoption of these other rules. I concede that you havd
a good point, that since a similar order has been issued in

the Cha Cha-Gallup Poocl, pernaps this order, this type order,

T

@

o

mnight be also more appropriately ado d in thevSoutheast Cha
Cha. It was my purpose in recommending the ofher rule because
I prefer that type of rule.

Q It would actually be inequitable, though ., would it
not, even though you think the Humble rule is too restrictive,
i€ wbuli be inequitable to adopt any other rule in this area?

A I will say that in this particular case, 1t would
make no difference because more than twice the topr allowable

~

could be transferred

ct

0 the well adjacent to the unit boundary;

(]

i1t would have had to recelve substantial response.
2 If it makes no difference, then you wouldn't object

to either order?

A That is true.

VIR. UTZ: You are Jjust objecting to the principleq
A I am objecting To the principle.
Q (By Mr. Morris) Mr. E.ton, if the Commission sees

fit to adopt the type of an order for thls particular unit
that is entered in the Humble unit, 1s there any provision in

fthe order thaf would - have Lo .be changed, any of fthe peprtinent
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data?

A No, sir.

Al in view of the difficulties that we have been
discussing here concerning the jolnder of Tenneco and some of
the other tracts in this area, what is Pan American recommending
as the area to be contained within the pressure maintenance
project for which you are seeking approval?

A We recommend that the Southeast Cha Cha pressure
maintenance project area be coincildental with the Southeast
Cha Cha Unit Area as 1¥ 1s finally established,

Q

v

I see.

A Now, in the Gallegos Canyon Unit portion there is
no question. IT's under a unitized operation already. Our
initial project area there is recommended as that area outlined
in green on Exhibit 4. I might point this out too. The Cha
Cha-Gallup Pool 1limits on that southeast end are not completely
defined. Now, assuming that the Pool does extend further down
to the southeast, that project area in the (Gallegos Canyon
might need to be enlarged. There's very 1little likelihood
that the Southeast Cha Cha portion would ever have {0 be en-
larged beyond that area on Exhibit 2.

Q My questions were directed to the Southeast Cha Cha
Unit.

A Yes, sir.

M Now, the Commission customarily approves the
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injection wells that are going to be used in the project. Are

you also seeking approval of these two injection wells, I see

one in the nortanwest quarter or the northwest corner, I should

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

the Tenneco tract; and the other one up on the Aztec property,

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

A T have left on thig =Exhibit 4, I have left that
Aztec, the well on the Aztec property uncolored because there

1s such a serious question at this {ime as to whether or not

that tract can be included in the Southesast Cha Cha Unit. Our

proposed project rules are sufficiently broad enough that
additional wells might be added as injection wells by adminis-

frative action. So in that regard, the only optimistic assumptio

that ultimately this Aztec tract might velrought into the unit
that would recom-

and an injection well needed at location, I

ne that we obtain by administratlve

ct
o’
6]
O

mend that we let tha

«

it as such in the initizl ordsr,

approval and not list

C. J. Holder Number 11, the well

4 P N
O Tne

to which you refer in the Northwest corner of Section 3, it
would be ny recomnendation that that well be listed as an

L
l—J
i_—-l
l._.l
e
[4¥]

injection well in Teel That w:

one o©i ©wo things, work out sment wlthh Tenneco by

s
]
m
L
)
1S

jas
Oy
t:’

wnich a common boundary l:ne proftection cen ve accomplished,

cime that well can Le

o

P TN . W
av wWalcn

Tenneco will pecongider to
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r*

The un
riR. BUELL: Sy In sumavion you are asking that
every well designated as an injection well on your Exhibit 4

be aporoved in the Initliai order?

A Tnat 1s trie.
@ (By M. Morris) Our Exhiblts are colored a little

differently, this one shows an injection well on the Aztec

tract.

A Yes, sir. The reason for that 1s that at the Time
we filed the apolication, we had no ‘mowledge at that tine that
this full unit would nov be Iormed.

Q Now, mir. Eaton, 1n the Humile project O The norih-

west of your Southeast Cna Cha
I believe, 1s thz wcil Nuniber 5 In Section 3o, 1s

A Yes, sir. In the Noritnwest qu;rter of
Now it 1s Humble's intention to place additional wells on

injection nearer the southwast, the southeast corner of thelr

unit. gain they ave in tihe same positvion we arc. Thgycan't
C omnert injection down there until an agreement 1s worked

out between those partles wno have boundary lines that have to
be protected, tut it is thelir intentlion to move down closer

to that corner. The precise wells which will be used have not
finally been selectad although the engineers are in agreement,
or were in agreement until we found out fthat Tenneco would not

join this unit, and that completely necessitates re-engineering
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that common boundary protection agreement. What all it means
is that both Humble and Pan American will have to start down
near the center of thelr projects and work toward the edge.

n)

G Mr. Eaton, in these Two unit areas in which you are
going to have your pressure maintenance projects, do those
areas include all of the groducing properties that are in each
general area, or have you left out any wells that might be
along the edges of the two units, any adjacent areas?

A I suspect that you refer to the Pan American C., J.
Holder Numoer 1, which is in the Southeast, Southeast of Section
21, an old Gallup well which has been included by nomenclature

rders in the Cha Cha-Gallup Pool. I don't think it properly
belongs there. It has no correlative sand development equal

tc the yellow lines on our Exhibit 5. .It has not produced

like a typical Cha Cha-Gallup Pool well., It was a limited
capacity well at the time of its completion, it has always been
one. It's approaching the economic limit of production and

it is very unlikely, and thils opinion is shared by the members
of the engineering committee, that 1t would ever benefit from
pressure maintenance and so it was Just left out of the project
area.

Are there any other wells in areas immediately

O

adjacent to your two unit areas which have not been included in

che of the two units?

A Na._, sir,

>
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" Q That'!s the only onec?
A Yes, sir.
Q If Tenneco does not join its interest in Section 31,
the wells of Aztec 01l and Gas Company in Section 30 im-
mediately to the north willl be left out of any project?
A That is true.
MR. BUELL: You said weils, Mr. Morrls, there's
only one well.
MR. MORRIS: Just one well?
MR. BUELL: Yes.

Q (By Mr. Morris) Is there a possibility that that

-well and that acreage could be Jjoined in the Humble project?

Would you care to speculate upon that possibility?

A Yes, sir, I'11l be glad to speculate. I would say
my answer would be no, with this qualifying statement. The
reason for the Humble project having ifs boundaries drawn where
fhey are is that 1t lies entirely on Navajo Indlan lands. The
reason that 1t was done that way is so that the operation
could be conducted under an operating agreement rather than a
full scale unit agreement. Should some land other than Navajo
Indian land be included, it would necessitate preparation and
execution of a full unit instrument.

(] If Tenneco does not join its interests in Sectlion 31
in this unit, Aztec is out on a 1limb?

A That is very ture.
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MR. BUELL:

Mr. 2aton, if you know, why the Humble project was formed as
it was, including only Navajo lands; was it not since time was
of the essence and that could effectuate pressure malntenance
operations much qulcker?
®

A Yes, sir, that's true. As a matter of fact, I
belleve I'm correct in tnis, the effectlve date of that operatin
agreement was prior To the date of the pressure maintenance

dat n other words, the companices had alresady agread that

it could b2 done in this manner expeditiously and then they
sought the pressure maintenance order..
BY MR, UTZ:

Q In reference to your injection wells, what do you
intend to use for the injectlon string?

A That really

nasn

You might also state for

the record,

normally plan to inject fhrough tubing set on a packer. As
I say, that really nesn't been Tully Jdecided, whether we will
hers or not. IT probably will De Two and a half inch tubing,
if we use tubing. If we find that the water is of such quality
that no corrosion might result, then we might elect to inject
down casing.

A} If you do suspect corrosion, then you will use
tuning?

A Yes, sir, and probabiy treat the water too; it could
-Be—rery—Seriols
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G Is the casing on these injection wells all set

through the pay?

A Yes, sir.

Q And selectively perforated?

A Yes, sir.

@ Will you inject water 1n all zones?

L

] Yes.

A That's the only fthing that's open in these wells.
e Just the two sands?

Jiy Yes, sir.

o] Is there a third sand in this érea?

A No, sir. There avre a few wells, I had better

gualify that. There are a few wells that have some perforation
open in this interval approximately one hundred feet above the
A sand, buv for the most part, as a matter of fact I said a

few wells. I only know of one, and 1v 1s this Azfec well that
we have been talking avout up in Section 30. It's extremely
stripper, the material, and it's not really sand, it's a silty

shale, fractured.

If you should include the Aztec acreage, would

D)

Lo

you inject water in the upper zone?
A If i7 would take it, yes, sir, 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,
assoclated with local counsel representing Aztec 01l and Gas
Company.

BY IMR. SWANSON:

Q lr. Eaton, with reference to the Gallegos Canyon
Unit portion, would you explain the resson that the boundary
was drawn in the manner it's drawn? Why are you taking in this
particular area that you have shown?

A According to our interpretation, this approximately
represents the production. Which boundary do you refer to?

A I was wondering if it was an attempt to define the
area that 1s reasonably presumed to be productive?

A That 1s true. I might add this,.too; this proposed

project area in the Gallegos Canyon Unit is also coincident

e

and identical to, with one exception, our proposed participating
area for the Gasllup Formation in the Cha Cha-Gallup Pool, That
one exception is the fact that the Gallegos Canyon Unit Number
84 in the Northwest, Northwest 25, is a marginal well under

the terms of the Gallegos Canyon Unit agreement. Accordingly,
it can not be included in the participating area, the acreage
around that well is not in the participating area, but we feel
that that well might benefit from our injection program and

should properly be include

Q Well, this is no attempt to make coincident the
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unit boundary that you are proposing to the Commission and that
will participate in the production?

A No, sir.

Q The rights and obligations between the parties are

covered by The G.llegos Canyon Unit agreement and unit operating

agreement?
A That is true.
Q As I understand 1it, a participating area will be

established which will take in an area that 1s reasonably pre-
sumed to e productive and subject to approval by the USGS?

A That is ftrue.

"] And that acreage will participate in production and
finance the project?

A Yes, sir, we thought it was a good 1dea to make this
proposed project area as nearly coincident with what we will
propose to the other working interest for the varticipating
area as possible, simply from the standpoint ol not
naving so many maps around showing different areas on it, and

it's only logical, too, it should be. DBut that's the only

93]
[

gnitiicance, that the particivating area establishment and
ad Justrent of investment and adjustment of
covereu with the unit operating agreement, and 1t will govern

Q Well, it's a fact that Aztec owns an zppriciable

]

o o
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ennecot's acreage in this unit

]

eifort should be made To ilnclude
becausc the operation of tne oroject will bpe facilitated. T

are going to be serious questions of correla

their acreage is not included, and we would 1like To see, and

MR. UTZ: Any other statcements?

MR. MORRIS: Yes, sir. IMr. ZxXaminer, with reference
Lo Case Number 2517, I have correspondence [rom Rocanville
Corporation, from Marine Dpilling, Inc., and from T.xaco, Inc.,
urging the Commission approve the application of Pan American.
I have also been asked by Aspen Drillling Company and D. W.

Falls Lo state theilr concurrence in dboth of these Two cases

will be taxen under advicsement. We will take a ten minute

recese.
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STATZ OF NEW MEXICO )
COUNTY OF BERNALILLO ; o

I, ADA DEARNLEY, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certily that the
foregoling and attached Transcript of Hearing was reported by
me in Stenotype and that the same was reduced to typewritten
franscript under my personal supervision and contains a true
and correct record of sald proceedings, to the best of my
knowledge, skill and ability.

DATED this 29the day of March, 19562, in the City of

Albuquerque, County of Bernalillo, State of New lMexico.

7 NOTARY PUBLIC //

iy Commission Expilres:
I do heréby certify that the feregoing 1is

June 19, 1953. e comple’e res.ri of the preceedings in
the Ex:cnminer hegring of Case No 49-7 .4




