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BEFCRE THE
0IL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO
MAY L, 1961

EXAMINER HEARING

| IN THE MATTER OF:
(

CASE 2271 Application of Pan American Petroleum Corpora-
| tion for two non-standard oil proration units
and for an unorthodox o0il well location. Ap-
plicant, in the above-gtyled cause, seeks the
establishment of a 70.58~acre non-standard oil
proration unit in the Cha Cha-Gallup 0il Pool
consisting of Lots 8 and 9 and the S/2 of that
portion of the San Juan River channel lying in
the 8/2 WE/l;, all in Section 18, Township 29
North, Range 1l West, San Juan Gounty, New Mex-
1co, sald unit to be dedicated to the Navajo
Tribal "G" Well No. 7, at an unorthodox loca-
tion 2545 feet from the North line and 1670
feet from the East line of sald Section 18,and
of a l6.75-acre non-standard oil proration unit:
in said pool consisting of Lot 6 and the S/2 of:

80 4® 98 BB 9 40 g5 44 SO W9 S G9 P e en

ing in the SE/l,all in Section 16, Township 29
North, Range 1l West, San Juan County, New Mex-
ico, said unit to be dedicated to the Navajo
Tribal "E" Well No. 10, located 660 feet from
the South line and 1980 feet from the East line
of said Section 16.

o% o8 oe oo

e e g ST GEn e e Sue — gmr S g S e e e Gwe =

MR. NUTTER: We will call next Case 2271.

MR, MORRIS: Case 2271. Application of Pan American
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Petroleum Corporation for two non-standard oll proration units

and for an unorthodox oll well locestion.

t
|
|

MR. BUELL: For Pan American Petroleum Corporation. By %

letter, Atwood & Malone of Roswell, New Mexico,and Guy Buell. We 5

have one witness, Mr. Eaton.
(Witness sworn)
GEORGE EATON, JR.,
called as a witness, having been first duly sworn, teastified as
follows:
DIRECT EXAMINATION

BY MR. BUELL:

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

you are employed, and in what capacity and what location, please? ;

A George W. Eaton, Jr. Senlior petroleum engineer for Pan

American Petroleum Corporation in Parmington, New Mexlico.
Q Mr. Baton, you have testified at prior Commission hear-
ings, have you not?
A Yes, I have.
Q Your qualifications as a petroleum engineer are a matter
of public record?
A Yes, sir.
(Whereupon, Applicantt's Exhibit
No. 1 was marked for identifi-
cation)

Q Let me dlrect your attention to what has been marked as

our Exhibit No. 1. What does that Exhibit reflect?

i

i

i
'

i

i
i
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: Gallup pool, showing an 1sopach of the Gallup sand thickness. The
i

A Pan American!s Exhibit No. 1 is a map of the Cha Cha-

| contour interval on Exhibit No. 1 1s 2 feet.

Q Has Pan American encountered any problems with respect
to the northwest area of the Cha Cha-Gallup pool?

A Yes, sir. Pan American has had considerable problems i
the northwest end of the Cha Cha-Gallup pool due to the fact that
its lease boundary is the River channel of the San Juan River.

Q At the mid-point of the River channel?

A At the mid-point of the River channel. Therefore, it
forms & very irregular boundary.

Q Has Pan American requested and the Commission approved
prior non-standard units and unorthodox well locations in this
particular area?

A Yes, sir, they have. These non-standard units and un-
orthodox well locatlons that have been approved in this area are
shown on Exhibit No., 1. The unorthodox well locations are shown
by red dots. Now, these unorthodox locatlons are due to the ex-

tremely bad terrsin condition which exlats in the marshy swamp

land area adjacent to the San Juan River itself. The arrows polnt

to the unorthodox locations and the non-gstandard units that have

~ been granted in this particular area.

Q How are those designated on that Exhibit? By that, I

~ mean the prior non-gtandard units that have been approved?

A The two prior non-standard units are shown colored in

l
|
|

{

n

i

S
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brown and in yellow with identically colored arrows polinting to
!

those particular non-standard units. @
Q I notice one unorthodox well location that is apparentlyi
in a standard unit because it is not, the unit of that well is
not colored in any way. Locate that well,for the record.
A Pan American Navajo Tribal "G" Wo. 5 1s located in the

northeast quarter of the southeast quarter of Section 18, Town-

ship 29 North, Range 1L West. That well has assigned to it a pro-

~ ration unit consisting of a standard B80-acre tract, being the east

half of the southeast quarter of Section 18.

Q How have you designated on Exhibit 1 the two proposed
units which are one of the phases of the subject matter here today?

A In Section 18, that portion of the northeast quarter of E
that Section lying within‘the Navajo Indian Reservation, which is %
one of the non-standard units, is shown colored in red; the other%
non- standard unit which is that portion of the southeast quarter |
of Section 16, Township 29 North, Range 1l West, lying within the
Navajo Indian Reservation, 1s shown colored in green.

Q One of those two units has an unorthodox well location
also, Which is that Mr. Eaton?

A The unorthodox well location is in the southwest quarter

northeast quarter, Section 18. That well will be known as Pan
American's Navajo Tribal "G" No. 7. §
i

Q And you have shown it with a red dot;although the Com-

migsion, as yet, has not approved it, you are hopeful that they dog

,,u)\/
/,_'\;
s‘\{ N ] ) r'/
R U
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A Yes, sir. It 1s a red dot which is the non-standard

location which is being requested in this Case 2271. |

Q The three red dots have already been approved by the ComL
misgsion?

A That is correct.

Q While we are looking at Exhibit 1, Mr. Faton, let me ask
you this question:with respect to both of the proposed units, in
your engineering opinion, is each and every acre within such unit
productive of oil from the Cha Cha-Gallup oil reservolr?

A Yes, sir. TYou can see from Exhibit Wo. 1 that all of
the acreage in the southeast quarter of Section 16. that will be
in this non-standard unit, and all of the acreage inFSection 18»'
that will be in this non-standard unit 1s well within the zero
1sopach contours as depicted on Exhibit 1. So I believe that each%
and every acre there 1s productive of oll from the Cha Cha-Gallup ;
pool,

Q I belleve you stated that the unorthodox well location
we were redquesting was for Pan American's Navajo Tribal "G" Wo. 7.

A Yes, sir. 7

Q Locate that in distance, for the record, please, from

Section line.

A Navajo Tribal "G" No. 7 1s located 2545 feet from the

North line and 1670 feet from the East line of Section 18, Town- §
ship 29 North, Range 1l West. 5

Q Why is that location unorthodox, Mr. Eaton?
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A It is unorthodox pfimafily because it is only some 95

|

~ feet from the quarter-quarter section line separating the northeasi

!

quarter from the southeast quarter, !
(Whereupon, Applicantt's Exhibit
No. 2 was marked for identifi-
cation)

Q Let me direct your attention to what has been marked as
Pan Americants Exhibit No. 2. What is that Exhibit, Mr. BEaton?

A Exhiblt No. 2 is a copy of New Mexico 0il Conservation
Commission Form C-128, showing the location of Navajo Tribal "G"
No. 7, and the 70.58-acre non-standard unit to which we wish to
dedicate this well., Both of these things are subjects of this
hearing.

Q The acreage to be included in the proposed unit is shaded
in red on the Exhibit 27

A Yes, sir, it 15 shown shaded in red, the acreage.

Q Still talkling about the unorthodox location, Mr. Eaton,
why is that request necessary?

A The unorthodox location l1s necessary because of the very
gsevere terrain condition which exists in this area.

Q Are some of these terrain conditions reflected on Ex-

hibit 2?

A Yes, sir.

Q This Exhibit 2 was prepared by a surveyor, was it not?
A Yes, sir. Exhibit 2 was prepared by Mr. Echohawk, who |

was the surveyor for thig location. i
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Q And thesge terrain feéiures are his work? j
A Yes, sir. %
Q Go ahead. |
A You will notice a line drawn immediately north and around

the non-standard location.

Q Is that the line thatt's labeled "High Bank of River?"

A That line is labeled "High Bank of River." Actually,
what that represents 1s a point at which the San Juan River flood
plain commences. From that point on out to the river bed itself
itts all marshy with sand and gravel piles, and it is a flow chan-:
nel slough, and certainly has a lot of water in it in times of
high run-off. |

Q It would appear, Mr. Eaton, that you have made an on the
ground inspection in this area yourself, is that observation cor-
rect?

A That 1s correct. I have been to this location; and have;
seen the conditions, and I believe that the surveyor has accurately
depicted the conditions on this Exhibit No. 2. |

Q About how high is this high bank of the river?

A I would estimate that high bank to be 15 to 20 feet.

Q I wonder, Mr. Eaton -- you may have to go back to the

Exhibit No. 1 -- will this unorthodox location that you have re-

q
quested, wlll it continue a pattern of uniform development of our!
properties in this area? |

A Yes, sir, it will. Let's refer to Exhibit No. 1 again. |
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' 8o far as 1s possible in this~imﬁediate area, Pan American has

; attempted to so locate ita wells so that no well directly offsets

B

an exlisting well. Now, the proposed location for Navajo "G" 7

conforms and blends in with this desired development program. It
1s a diagonal }jO-acre on a diagonal j0, from an existing well,.

Q Mr. Baton, could you not gain structurewlse or paywlse

. 1f that location was moved to the eastern portion of the proposed

unit?

A Yes, sir, that would definitely be a2 better location from
the reservoir standpoint.

Q Why would you not, then, as a reservoir engineer, so
recommend it?

A Itts simply not practical to so locate the well at the
eastern part-of that non-standard unit for the reason that that
is in that area of tremendously bad tersailn.

Q You would be off the bank?

A We would be dowh off the high bank, cut back of the
river.

Q Also, would it not almost make that well a direct offset
to the well to the south?

A Yes, sir, which,we feel, would not be desirablé. Itts

more desirable to keep on uniform development pattern, which we

have established in that area.
Q At least in my own mind, Mr, Eaton, I have always felt

that a spacing rule was to serve two purposes: one, to accomplish
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N ]
orderly development, and another, to prohibit one operator from

crowding a common lease line with another operator, and, therefore;
violating correlative rights. Assuming that my assumption for a E
standard spacing rule is correct, how does this unorthodox loca-
tion wetre requeating fit into that? Are we going to crowd any-
onets line?

A No, sir. The acreage line immedlately south of the well
13 Navajo Indian lease, which is identical with the ownership of
the lease on which the well is located. .

Q So 1if that unorthodox location is crowding anyone, ittg '
crowding the same royaliy owner and the same operator?

A That is correct.

Q So it probably wouldntt fit the defimnitden of crowding
that,however, related to a sténdard spacing rule?

A That is correct. | v

Q With respect to the non-standard unit that Pan Amerilcan i
proposes to dedicate to that well, will you locate that acreage,by
tracts, for the record, please?

A Yes, sir. The nop-stan@ard unit williconsist of Lots 8
énd 9 of Section 18; Towﬁship 29 Nofﬁh; Raﬁgé 1l West, plus the
south half of the San Juah River channel lying immedlately north

of Lots 8 and 9. The total acreage involved is 70.58 acres, with

Lot 8 containing 29.51 acres; Lot 9, 28.00 acres; and the south

: half of the River channel, 13.07 acres. j

Q Now, under the rules currently in effect in this pool, 8!

b 'ij
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gtandard size unit it 80 acre;; is that correct?

A That 1s correct. ;

Q Why is it necessary for Pan American to form this non- E
standard unit, Mr. Eaton?

A As you can see, these lots dontt come close to adding up
to 80 acres. The boundary of the lease is such that a standard 80-
acre unit is just not possible in this part of the fleld.

Q Is there any combination of adjacent acreage that you
could utilize with the subject acreage here to form a standard 80-
acre unit?

A No, sir. If Lot 7 were included, for example, consider-
ably more than 80 acres would be involved. It is just simply that
the shape of the acreage is such that a standard unit can't be
formed.

Q It's a unique situation, and in this particular area
of the field we are not dealing with sgqQuare [0-acre tracts? j

A Thatts true. |

Q Itts a situation that we simply have to face?

A That is correct. |

Q Do you feel that your recommended solution with reaspect
to this unlt and this unorthodox well location is a practical, |

reasonable solution to the problem in this particular area?

A It is my opinion that the recommended 70.58~acre unit 1is|

the practical solution to this rather unique sltuation. |

Q Mr. Eaton, I direct your attention now to what will
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shortly be marked as Pan American's Exhibit Wo. 3. What is that

Exhibit?
| (Whereupon, Applicant's Exhibit %
No. 3 was marked for identifi-
cation)

A Pan Americants Exhibit Wo. 3 is a copy of New Mexico 0il
Conservation Commission Form C-128, showing the location of Pan
American's Navajo Tribal "E" No, 10, together with the acreage
which will be included in the non-standard unit to be dedicated
to that well.

Q That acreage is shaded in green on this Exhibit?

A Yes, sir, that acreage is shaded in green on Exhibit No.
3.

Q Would you locate and describe, for the record, the Lots
end the tracts that you are proposing in this unit?

A This non-standard unit would consist of Lot 6 and the
south half of the San Juan River chammel lying in the southeast
quarter of Section 16, Townsghip 29 North, Range 1l West. The en-
tire non-standard unit would contain L6.75 acres. Lot 6 contains
35.40 acres, and the south half of the River channel contains
11.35 acres.

Q The acreage within this proposed unit, Pan American in- |
tends to dedicate to its Navajo Tribal "E" Well No. 10, is that

correct?

A Yeg, zir.

i
i
i

Q This unit 1s non-standard for the same reason as the

y"" K\?
N
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other, is that correct?

A Yes, it 1s. .
|
|

Q Again, we are dealing with the meanders of the San Juan
River?
A Yes, gir. This tract is located in an area where there

are no regular tracts involved.

Q@  Would it be possible in this situation, Mr. Eaton, deal-
ing with acreage adjacent to this proposed unit, to utilize such
acreage in any manner so that you would end up with anything re-
sembling a standard unit?

A No, sir, it would not.

Q Again, let me ask you this. Do you feel that the pro-
posed non~-standard unit that you are requesting here is a practi-
cal, reagsonable situation to this unique problem that we have in
this end of the field?

A Yes, slr, I-believe that this is the practical solution
to this unique situation which exists in that portion of the Cha
Cha~Gallup pool where the Navajo Indlan Reservation is bounded by
the San Juan River.

Q Do you feel, Mr. Eaton, that if the Commission approves

our three requests, our unorthodox location for our Navajo Tribal

"G" No. 7 Well, the non-standard unit that we propose to assign
to 1t, as well as the non-standard unit we propose for our Navajog

Tribal "E" No. 10, do you feel that if the Commission approves

these requests, that conservation will be served and the correla-g

Ly
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 tive rights of all the owners of lnterest in the field will be
: protected?

A Yeas, sir, I do.

MR. NUTTER: Are there any Questions of Mr. Eaton?

MR. CHRISTY: Sim Christy of Hervey, Dow & Hinkle for
! Humble 0il & Refining Company. One or two short questlons, if I
| may, please.

CROSS-EXAMINATION

BY MR. CHRISTY:

Q On your red plat, Exhibit 2, you mention that you could
not add Lot 7. Could you add the 13.06 acres north of the River
" there in the channel to give you about 83 acres?

A That acreage is not within the Navajo Reservation, and

agmich as under those conditions, i1t could not be added, no, éir.

Q It could be added, you just don't want to?

A It could be added, yes, sir.

Q  TLet's take the Exhibit 3 lands. I believe you show
46.75 acres. Could you not add the other 11.36 acres in the chan-
nel plus Lot 7 of 28 acres to give you 86 acres?

A Again, for a number of reasons, it!'s highly deslirable to

retain the Navajo acreage intact, and for that reason it would not;

- be a practical solution to this problem. Communlitization agree-

- ments could be formed, yes.

it is our desire to retain the Navajo acreage intact, and, so, fn- |

MR. BUELL: Thatts all we have at this time, Mr.Examiner:

§
1

i
|
b
|
!
1
i

%
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Q To foster the BO;gg;g-ébacing that we now haﬁewigm£ﬁé
Cha Cha=-Gallup Pool?
A Yes, sir.
MR. CHRISTY: It could be done. Thank you very much.

REDIRECT EXAMINATION

' BY MR. BUELL:

Q You might briefly state, for the record, the primary

" reason that Pan American does not wish to pool even though such

- may be possible, any outsgide acreage with the Navajo acreage.

i
|
i
A Yes, sir. An investigation of secondary recovery in the

Cha Cha-Gallup Pool i1s currently under active investigation. As a

matter of fact, an engineering committee for the Cha Cha-Gallup

| Pool is in session at this time.

Q Where?
A In Fort Worth, Texas. Efforts towards unitization,
looking toward initlation of secondary recovery,are progressing

fairly rapidly. For purposes of conducting a unit operation and

: getting that unit in operation as soon as possible, it has been

the conclusion of the three companies involved on the Navajo Indiaﬁ
lands that 1t could best be done in an expeditious menner if
secondary recovery operation involving injection of some extraneous
fluid would be conducted only on the Navajo land without having a
mi scellaneous State,Federal acreage, . fee =lands; mixed in with

that Navajo Indian acreage. Now, the reason that that can be done

is that it is common royalty ownership, so & unitization, as such,
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. wouldn't be necessary. It would only be necessary that the working

. interest agree, since the royalty owner won't care how production

i1 allocated to individual tracts. So, for that reason, if for no

. not?

othe reason, it will be highly desirable to not mix the Navajo
Tribal lands with other land having a different royalty ownership,

such as would be the case if we stepped across the San Juan River %

. and picked up in the case of the acreage in Section 16, I believe%

that 1s State, I believe that is State land. Tn the 'case of the ?
acreage in Section 18, I believe that is fee land. : i

Q Mr. Eaton, approximately how much of the presently de-
veloped Cha Cha-Gallup Pool is under Navajo lease --

A Approximately -- |

] -=- or leasges, rather?

A Approximately 65 percent of the lease, of the Cha Cha-
Gallup Pool,lies on the Nava]Jo Reservation.

Q So, even if a unitized waterflood or if a full scale
waterflood is undertaken only on the Nava jo Tfibal leases, that is?

going to get a major portion of the Cha Cha-Gallup Pool, ig it j

i
1

A Yes, sair, it is.
Q And certainly the englneering committee, as well as the i
operator committee are all working towards a cooperative flood with

the Navajo leases on fee, Federal and State leases?

A Yes, sir. I do not mean to infer that consideration of

secondary recovery was not being considered in the entire Cha Cha-
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. Gallup Pool. It just stands to reason. It stood to reason to the.

three operators involved it could be done faster on the Navajo
lease than it could be in the remainder of the field simply because

therets only one royalty owner involved, and so efforts have really

' been concentrated toward that portion of the Pool. One other

thing I might mention too, that on the northwest end of the Pool
and the southeast end of the Pool, the boundaries havent't been nea?-
1y so well defined as they have withlin the Navajo Reservation. Iné
other words, the Pool might ge considerably bigger on eilther end.
I belleve we know approximately the size of the Pool on the Reserug
vation itself. l
Q Itts still open, both to the northwest and to the south-%
eagt, 1s it not? |
A Yes, sir, it sure is.
MR. BUELL: That's all we have at this time, Mr.Examiner}
MR. NUTTER: Any qQuestions of Mr. Eaton?
MR. CHRISTY: May I ask one more questi§n?
A Yes.

RECROSS-EXAMINATION

BY MR. CHRISTY:

Q Do I notice on Exhibit 1 that it appears that the north;
wezt end here of the Pool has been developed on 160 except for thei
wells that you have been seeking unorthodox locations and prora-

tlon units?

A Yes. Generally, the Navajo tract, the Navajo lease is




., Inc.

RVICF

w
Y

PORTING SI

—
v
v

R RI

E

j
v

ARNLEY-MF

DE

PHONE CH 3-6691

ALBUQUERQUE, MEW MEXICO

eass 18

developed on 160-acre dens;£;; :
Q Not on L0-6014a?
A Yo, sir.
REDIRECT EXAMINATION

BY MR. BUELL:

Q Mr. Eaton, also when we speak of development, we've got
to think of two things. One is spaclng. as we normally refer to

it, and the other 1s development on a productlive acreage basis,

1s that correct?

A Yes, sir.
Q We dontt want to leave the record inferring that Pan

Amerlcan has developed on a productive acreage in this north end

of the field ;5.6 acres, do we --
A No, sir.
Q -- because that is not true.
A That is not the case.

BY MR. NUTTER:

Q Actually, that half of the pool is only half developed
under the existing rules of the Commiassion?

A Yes, sir. |

Q On those last two sections, being the third and fourth |
sections north of the River which are stippled, is that Pan Ameri-é

can?

A Yes.

q The 10, the 5 and 6 sections are Navajo acreage?




ERVICE, Inc.

R REPORTING S

1
4

ARNLEY-MEIFL

A
4

DF

ALBUQUERQU E,’ NEW MEXICO

PHOMNE Ch 3-6891

- Worth to determinethe feasibility of water injection here, does it

A Yés.

Q But under other operatorst' leases?

A Yes. I believe I can identify those for you if you
would like for me to. Sections 27, 28, 33 and 34 are El Paso
Natural Gas Products Company leases. Sections 25, 26, 35 and 36%
are Humble!s.

Q Now, the engineering committee which is meeting in Fort

cover only that Township, or does it cover the southeast end of

the pool also?

A No, air. That engineering committee will publish its
report to the operators covering the entire Gallup Pool as it de- E
termines the productive extent of that pool., But the three opera-?
tors in this part here are the 6nes who have really gone further
toward initiating action which will result in early initliation of |
gsecondary recovery than these operators in this area, simply be-
cause of the diversity of ownership.

MR. BUELL: Thé operators in this area that you were
apeaking of, by this area, you mean the extreme southeastern por- |
tion?

A Yes. ;
MR. BUELL: - They have a lot more problems than the three‘

operators that own the Wavajo Tribal leases?

A That is correct. Pan American is one of the big opera-

tors in the southeast portion too, but there are simply more pro-
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blema involved,and efforts_haQéh't been able to progrééévgéarl§
so far as they have on this Navajo end.
Q (By Mr. Yutter) Have any productive wells been drilled
north of the San Juan River in the Cha Cha-Gallup Pool?
A No, sir, they have not, to my knowledge. :
Q Are any wells drilling north of the River, to your know-%
ledge? %
A No, not to my knowledge, although I know that Southwest

Production has a case for an unorthodox well locatlon in the west,

southwest -- I had better say the west half of the southwest quar-
ter. I had better put it this way, northwest quarter of the south-
west quarter, Section 16, 29, 1. |

Q And they also had a request for a non-standard prora-
tion unit, which would be a companion unit, marked on your Exhibit
in the southwest quarter of that Section?

A Yeg, that 1s correct. It would be a companion unit to
the non-standard unit which serves Pan American's Wavajo Tribal "Er
No. 7.

Q But as far as you know, there has been no well completeé
north of the River? '

A No, sir.

Q Well, now, Mr. Eaton, how deep are these wells in this

area? Referring to your well in Section 18, what do you expect

its depth to be?

A It will be approximately 4850, I believe, possibly not
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that deep. Possibly around 4600 feet deep.

Q Assuming a reasonable amount of drift in the well, Mr.

. Eaton, is it possible for a well which 1s located 95 feet from the

boundary of that unit with a reasonable amount of drift to that
depth, to bottom off of the proration unit on which the surface
location 1s staked?

A It would be posgsible, yes, sir, although these wells
in this particular area are unusually straight for the San Juan
Basin. We just very, very rarely find deviations of any magni-
tude whatsoever.

Q The well hasn't been drilled, as yet, has it?

No, sir. %cho

A
Q Would you be willing, Mr. Eaton, to take Totco devia-

tion tests during the drilling of the well, and . .chlenleting all .

of the assumed drift to be in the southerly direction, to determine

whether the bottom of the well would be on the proration unit to
which the well is dedicated?

A Yes.

Q In the event that assumed deviation were all in one
direction and showed the bottom of the well to be off of the pro-
ration unit, then take a directional deviation survey to find out
what unit the well is bottomed on?

A Yes, sir. We'll be happy to do that.

Q And the location of the well in Section 16 i3 a standard

location?




PHONE CH 3-6691

E, Inc.

Y

A

A Yes, sir.

MR, NUTTER: Any further questions of Mr. Eaton?

MR. MORRIS: Mr. Examiner, I have some correspondence
that I would like to read into the record after which I would like:
j to address a question to Mr. Eaton.

MR. NUTTER: Yes.
: MR. MORRIS: I have a telegram from E1 Paso Natural Gas |
| Products Company, signed by W. T. Hollis, Manager Exploration and

Production. It reads as follows:
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"Please be advised and may the record show in Case 2271
that E1 Paso Natural Gas Products Company, as an opera-
tor in the Cha-Cha Gallup 011l Pool, 1s opposed at this
time to the granting of an order which would permit
establishment of the two non-standard oil proratlion
unlts sought by Pan American. The irformation of a
unit for pressure maintenance and secondary recovery
operations 1s presently nearing completion and with
regpect thereto, the unit englneering committee has
heretof ore conducted extensive studies. In such
studiea, it has not been ascertained that the drilling
of a well on elther of the two proposed non-standard
proration units is desirable or essential to the ef-
ficient operation of the unit, and, in fact, 1t 1s
highly probeble that such drilling will introduce ad-
ditional factors which will complicate the negotia-
tions to the extent of unduly delaying consummation
of the unitization agreement and commencement of
operations thereunder. Such delay 1n the commence-
ment of the injectlion program would regult in a re-
duction in the ultimate recovery of oil from the area
to be unitized, and as such would constitute under-
ground waste as defined in Statewide Rule 67 (4),
Rules and Regulations of the 0il Conservation Commias-
slon of the State of New Mexico. Therefore, in view
of the foregoing, it is urged that Pan American's re-
quest be denied.”

MR. BUELL: I would like to make thls comment prior to

Mr. Morrist! question, for the record. Pan American does not let
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- Eaton 1s of the oplnion that the unitization that 1s belng con-

i any englneering committee, or rather, a Mr. Hollis! interpretation

f of what the engineering committee might decide,as to how to develob

their properties. We have a basic obligation under our lease, and:

as a prudent operator, wetll so develop our prbperties, whether

" Mr, Hollis likes it or whether the engineering committee likes it.
; Our obligation is to our royalty owner and to the 0il Conservatioﬁ

| Commission.

MR, NUPTER: I think I have a2 letter here for Mr. thn:

Mason, if hets here.
BY MR. MORRIS:
Q S

If Mr. Buell hasn't answered the question,

I was going to ask Mr. Eaton for his comment upon the telegram andj

the effect, whether or not,in his opinion, waste will be caused in

this instance by granting the units, and thereby delaying the uni-%

| tization under way.

A Let me answer that question this way, Mr. Morris.

MR. BUELL: Excuse me, Mr. Eaton. Let!s add to that. Do

| you mean assuming thls would delay unitization? Theret's nothing

in evidence to show that it will delay -- .
MR. MCORRIS: That's assumed. !
MR. BUELL: That's susplcioned on the part of Mr. Hollisi
whoever he may be, we don't have him here. !

MR, MORRIS: My Question was, Mr. Buell, whether Mr.

sidered by this committee would cause waste. I mean, whether the

unitization being considered by thlis committee would be delayed by
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and certainly & number of them are golng to be required, so from

the fermation of the units:that yow propose today, and that the delay
would cause waste.
A Let me answer that question this way. As Mr. Nutter

brought out, there are no wells now drilled north of thls Navajo

. Indian Reservation, but I have reason to believe that there will

? be since I have reason to believe that the field in the pool ;

doesn't suddenly end at that Resgervation boundary. I think it
eventually will be developed. WNow, that portion of the pool, tooﬂ
will be studied for secondary recovery operationa. It will be --

such operation will have to be conducted in cooperation with the

operationg that are going on inside the Navajo unit. Now, then,

to so cooperatively conduct operations, a certain number of wells g
are going to have to be drilled along thls boundary. Wow, the num;
ber or the specific locations where those wells can be drilled are:
very limited. As we polnted out previously, we have & terrain
condition a3 well as a lease condition. Now, then, whether those
wells which are necessary along that boundary to properly conduct -
unit operations are used as injection wells or as produecing wells,i

that might be a subject to be determined by the englineering com-

| mittee. As a reservolr engineer, it's my opinion that both of

these wells can be used in the unit operation itself. As I pointeé

out, there!s not very many locations that can be drilled along thefe,

that, I would conclude that granting these two applications for the

non- standard units wouldn't hamper or impede the progress of the
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" those exceptions due to the meandering of the River as the Com-

|
i

" mission currently has outlined as the field development pattern,

MR. NUTTER: Well, Mr. Eaton, aside from the fact that
some of the units are larger or smaller than 80 acres.due .to the
meandering of the River, you are still proposing here to develop

on the same spacing pattern or the same proration unit size with

are you not? ;

A Yes, that is true. We expect that the allowable for

these wells wlll be reduced to the proportionate size of the unit;;
that the proportionate size of the unit bears to a standard 80- v
acre unit, -
MR. NUTTER: Any further queations?
MR. CHRISTY: May I ask one or two qQuestlons, please?
RECROSS-EXAMINATION

BY MR. CHRISTY:

Q Your well, your "E" Wo. 10 Well, shown in Exhibit 3 --

A Yes.

Q -~ will that well effectively and efficiently drain 80 acr'és?
A Yes. i

Q 80, I agsume, in order to protect the correlative rights;

the person to the north will have to drill an offset well?
A Yes, sir.

MR. CHRISTY: Thank you.

MR. NUTTER: Are there any other questions? Mr. Eaton
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" may be excused.

(Witness excused)

MR. NUTTER: Do you have anything further?

MR, BUELL: I would like to make a brief closing state-

| ment after Humble.

MR. CHRISTY: 1It's your party, go ahead.

MR. BUELL: I think we have the right of closing, as the

. applicant, and having the burden of proving the case.

MR, NUTTER: Do you have a statement, Mr. Christy?
MR. CHRISTY: Yes. We feel that it is not only the power
and duty of the Commission to prevent waste as stated by the Conser-
j
vation Act, and to protect the correlative rights of all the owneré
of oil and gas under and within the vicinity of the lands involvedf
in this application. If granted, two spacing requests in this casé,
coupled with the three already granted, with all five locations 1ml
mediately south of the San Juan River, could, and doubtlessly will)
as mentioned by the witness, result in further spacling exceptions
to the north, totaling, could total up to again five wells. These
additional exceptions would probably be located in Sections 16,
17, 18 of 29 North, 1l West. WNow, according to our records, that

is, Humble! s recordsa, the areas allocated to these three excep-

tions that have already been granted and the two more vary be-

tween ;6.75 acres and 88.7 acres. Now, if the exceptions in this

case are granted, the owners to the north of the San Juan Rilver 5

- will be forced to drill a similar well density in order to protect%

)

L



PORTING SERVICE, Inc.

1
£
4

R RF

v
4

ARNLEY-MEIF

DE

PHONE CH 3-6691

ALBUQUERQUE, NEW MIXICO

' their correlative rights and to prevent the drainage of oil from

- under their lands. It 1s Humble!'s current oplnion that such
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drilling would result in the well density being greater than ' .

- 1s necessary to effectively drain the reservolr, and thus would

i result in the drilling of unnecessary wells, and, of course, the
| drilling of unnecessary wells i3 waste within the definition of the

Act.

There is presently pending before this Commission a apacing
application for the Cha Cha-Gallup Pool, and a hearing on this ap-
plication has tentatively been set for the month of October of this

year. It 13 anticipated that complete reservolr information, in-~

- cluding the results of interference tests, will be furnished to

the Commlssion at that time. On the basls of such information, itjE
13 believed that -optimum spacing pattern for the pool can be {
selected. With this thought in mind, Humble, who is the owner of i
producing leases in the Cha Cha-Gallup and other leases north of
the San Juan River 1in this area, believes that the present appli-
cation 1s premature, and that the requested spacing locations in
thls case should be presently deferred and denied.
MR. BUELL: On behalf of Pan Americen, I think we can
- dispose of Humble's obJections rather quickly. It is my firm and

sincere opinion that had not Pan American drilled a single well

; ad Jacent to the San Juan River, the Commission would still have a

. myriad of spacing problems north of the River. They're going to |

b

have them whether or not these wells are drilled or not. They areé

/

&>

i?

>
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going to have them if these wells are drilled. It's necessitated

. by the meandering of the River. Humble, powerful as they may be,

can't straighten that River out, at least, they haven'!t to date.

MR. NUTTER: I would like to ask one question. Either

- Mr. Buell or Mr. Christy can answer it. Would the granting of the

- excess of 80 acres. This acreage is being drained now, and it will

- tlve acres, but they don't need a direct and equidistant offset.

. It's true that we have only in this non-standard unit }j6.75 acres,

applications for the non-standard units south of the River and the;
subsequent granting of the non-standard units north of the River |
result in a pattern of wells any greater than two wells to 160
acres?

MR. CHRISTY: Yes, sir.

MR. BUELL: In Pan American's opinion, it will not.

MR, CHRISTY: 1In the unit over here in Section 16, you
are going to have to drill an offset well over here,too,in the
southeast quarter to protect your correlative rights. That is
going to be two wells on the 80 some odd acres.

MR. BUELL: What Mr. Christy doesnt't realize is that.the
0ld theory of equidistant went out with high button shoes. We ‘
didn't mean to infer that whoever owns the acreage to the north i
of our proposed unit would have to have a direct and equidistant |
offaet to protect the correlative rights. Mr. Eaton simply stateé

that a well on this tract, this non-standard unit, would drain in

be drained untlil they get a well on there and develop their producs
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" but we have other productive acreage in the fleld that is going

|
. to contribute to the production of this well, unsssigned produc- ;
|
|

| tive acreage. Dralnage, you can talk about it two ways, uncompen-

sated and compensated. It 1s our opinion that there's not going
to be any uncompensated drainage in this area of the field when
each and every operator has his productive acreage involved. Did
that answer your question?

MR, NUTTER: Yes, sir. Do you have anything further, Mr,

- Christy? Do you have anything further, Mr. Buell?

MR. BUELL: Yes, sir. I would like to make this further!
comment. I personally resent the inference in Mr., Hollis! wire

that Pan American in this pool or any other pool would do anythingf

| purposely to delay unltization, that is the furthest thing from E

' Pan American's engineera and geologists have spent a tremendous

' American is interested in unitization. We are alao interested in

. operating as a prudent operator.

f 2261? Wet'll take the case under advisement, and take a fifteen~

the case. I think the record should show that Pan American was }

the first operator in this pool to realize the necessity of second%

i
ary recovery. The first meeting with respect to unitization was |
called on the motion of Pan American. Pan American has served both

on the operators! committee, the engineering subcommittee, as well

as do a tremendous amount of engineering on its own. For Instance;

amount of time developlng a water source for the waterflood. Pan

MR. NUTTER: Does anyone have anything further for Cage |

R
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minute recess.
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