‘ CASE 3422: Application of PAN AM.
— for a new o0il pool, special rules '
e o and 4 non-standard proration units.
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BEFORE THE OIL CONMSERVATION COMMISSION
OF THE STATZ OF NEW MEXICO

IN THE MATTER COF THE HEARING
CALLED BY THE OIL COMSERVATION
COMMISSION OF NEW MEXICC FOR
THE PURPOSE OF CONSIDERING:

CASE No. 3422
Order No. R-3103

NOMENCLATURE

APPLICATION OF PAN AMERICAN PETROLEUM
CORPORATION FOD COBATIM OF A N2W DOOL,
SPECIAL POOL RULRS AND FOUR NON-STANDARD
PRORATION UNITS, SAN JUAN COUNTY, NEW

MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on June 29, 1966,
at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this_1lth aay of Auguet, 1966, the Commission, a
quorum being present, having Ccoansiderod the testimony, the recerd,
and the recommendations 0f the Examiner, and being fullv advised
in the preaises,

FINDSs

{1) That due rublic notice having teen yiven ax required by

law, the Commission has jurisdiction of thig cause and the subject
matrar *rharanf

vorporation,
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CASE Ko. 3422
Order No. R-3103

A 176.14-acre unit comprieing Lot 1 and the &7
BB/4 of Bection 9 and Lot 4 and the 5W,/4 mw/4 of
Section 10;

A 163.29-acre unit comprising Lots 1, 2, and 3
and the SW/4 SE/4 and SE/4 SW/4 of Section 10;
and

A 175.14-acre unit comprising the S5/3 SE/4 of
Section 10 ana tus &/2 &4,% and Lots 3 and 4 o
Section 11l.

(4) That the evidence fails to establisn thatv one well in
the proposed pool can efficientiy and econcalcally draln and
develop 160 acres.

{5) That the evidence (does indicate that one wz2ll in the
- proposed pool can effictiently and econcuically drain and develop
80 acres.

(6) That the horizontal limits, as requested by the appiicant
for the subject povl, have nct been adequately eelalizhed by wells
producing from the <allup forwmatien in the rubject arex.

(7) That the application for léd-acre £TaCing and =ool limits,
as defined by the appiicant, should ke dgaiad.

(8) ‘That inasnucih as tine Comaission finds tiaat the spylica-
tion for lé0-acre spaciang saould be denled, it Daloray Unnacesgary
at this time fcor the Ceounmizsion tc rule upeon thae apslicant's
racuaet for anproval of the aboye~dzecrilwd 10UT non~eatandard
proration units,.
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CASE No. 3422
Orédexr No, R-2103

(10) That in order :tc prevent the economic losg caused by
the 6rilling of unnecessary walls, to avoid the augmentation of
risk arising from the drilling of an excessive numher of wells,
to prevent reduced recovery which might result from the drilling
of too few wells, and to otherwise prevent waste and protect
correlative rights, special rulex and regulations providing for
B0-acre spacing units should be promulgated for the finon-Gallup
0il Pool.

(11) That the special rules ané regulations should provide

for limited well locations in order to assure orderly development
‘of the pool and protect correlative righte,

IT 1§ THEREFORE ORDERED

(1) ™hat the applicant's request for léCU-acre spacing is

hereby denisd.

(2) That the application for pocl limits, ae defined by the
_applicant, is hereby denied.

(3) That a new pool in fan Juao Counly, New Msxwles, clagsi-
fied as an oil pool for Gallup »roguction, iz herely crealted and
deaignated the Pinon-Gallup 0Oil Pool, with vertical limits com-
prising the Galluv formation, and horizeatal lledts cowprising
the [ollowing-described area:

SAN JUAN COUNTY, NEW M3XICO
TOWNSHIP 2 NORTH, RANGE 12 WKST, HMi
saction Y43  SW/4 WBSA, u/ v/, rs/4,

and W/2 34/4
131 SE/§ mp/4 ava w7 on0
a3y WB/2 WG4 w0 Sy
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CASE No. 3422
Qrder HNo., R-31C3

accordance with the £yecizl Rules and Regulations hereinafter
set forth.

RULE 2. Each well shall be located on a standard unit con-
taining 80 acres, more or less, consisting of the /2, &§/2, EB/2,
or W/2 of a governmental cuarter section; provided, however, that
nothing contained herein shall ba construed as Trohibiting the
drilling of a well on each of the quarter-guarter =zectiong in
the unit.

RULE 3. The Secretary-Director of the Commigsion may ygrant
‘an exception to the recuirements of Rules 2 withcout notics and
hearing when an application has been filed for a non-standard unit
comprising a governmental quarter-quarter section or lot or the
unorthodcx sigze or shape of the tract ip du2 te a variation in
the legal subdivision of the United States Fublic Laund Surveys,
All operators offsetting the proposed non~standard unit shall he
notified of the applicaticn by registered or certified mail, and
the application shall state that such notice has bheen furnished.
The Secretary-Director may approve the application upon receipt
of written waivers from all offgset operatore or if no offset
operator has antered an obiection to the formation of the non-
standard unit within 30 days after the Sscratarv-Diractor hae
received the aprlicatieon.

RULE 4., Each well shall he located within 15C feet cf the
center of aither governmental cquarter~guarter sectios or lot,

RULE 5. The Secretary-Dirsctor may orant o annomtion fo
the requirerents of Rule 4 withoutr noties and haardss ohon oy
application hasg heen #iled for zn unorinodon losobion
by topoagraghical ceadlitions or the recomovletion of o we

ogely Arillsd oo apothey rovirzon, oL vt oS oantiios
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CASE No. 3422
Order No. R-31C3

_ The allowable assigned to a non-standard proration
unit shall bear the same ratio toc a standard allowable as the
acreage in such non-standard unit bears to 80 acres,

T IS5 H

(1} That the locations of all wells presently drilling to
or completed in the Pinon~Gallup Oil Fool or in the Gallup forma-
tion withir cone mile thereof are hereby approved; that the oparator
of any well having an unorthodox location shall notify the Aztec
District Office of the Commission in writing of the name and loca-
‘tion of the well on or before September 1, 1966.

{2) That sach well presently drilling to or completed in the
Pinon-Gallup Oil Pool or in the Gallup formation within one mile
thereof shall receive a 40-acre allowable until a Form C-102
dedicating B0 acres to the well has been filed with the Commission.

(3) That jurisdiction of this cause ie retained for the
entry of such further orders as the Commission may deen necessary,

DONE at sSanta F2, New Mexico, on the day and year herainakbove
designated.

STATE OF NEW MEXICU
OlL CONSERVATION COMMISSION

rORTER, ., luinbdy O




GOVERNOR
l JACK M, CAMPBELL
CHAIRMAN

State of New Mexito
®il Conservation Commission

A:rs,

1 . LAND COMMISSIONER

STATE GEOLOGIST
GUYTON B. HAYS

A, L, PORTER, JR.

MEMBER SECRETARY - DIRECTOR
P. C. BOXx 2088
. SANTA FE
a : : August 11, 1966
Mr. Louis Ross ' Re: Case No. 3422
Pan American Petroleum Corporation order No.__p-1103
Security Life Building Applicant:

. Denver, Colorado 80202

Pan American Petroleum Corp.

Dear Sir:

-Enclosed herewith are two copies of the above-referenced Com-
mission order recently entered in the subject case.

Very truly yours,

08¢ 2.
. %(%‘//(% 1/"
A, L, PORTER, Jr.
Secretary-Director

iz/
Carton copy of order also sent tos

Hobbs OCC___ %
Artesia OCC
Aztec CCC ®

OTHER Mr. Johp W. Bassett, Jr.., Atwood & Malone,
Roswell, New Mexico




OIL CONSFRVATION CO:7iIS3ION
SANTA FE, NEW 1'5XICO

CASE ti{lzz’ Hearing Date FPRece é 27/ 66
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My recommendations for an order in the above numbered cases are as follows
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LOCKET: EXAMINER HEaRINZ -~ WEDNEDE
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S A.M. - OIL CONSERVATION G
STATE LAND OFFICE

SRS,

BUTILSING - CAMNTA

N CINPERENCE ROCM,
£2, NEW MEXICO
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The following cases will be heard befcre Dani
Elvis A. Utz, Alternate Examiner:

CASE 2418: Application of Ashmun £ &

County, New Mexicc. Applicant, 1
seeks the approval of the aual ¢o
its J. E. Stockes Well No. 1, 1cc

inieotion of water into the Gueen

located in Unit H of Sectiin 4,

Fast, Pearsali
CASE 3423: Application of Stancard C
gas well Jocatior, ”

Order No. R~111-A,

dbove~sUy1ad QAT :
casing and cemeanting rules a3
R-111-A.  Applicant praposes o O
Unit G cf Sectlion 2i, " Wi
Lynch Yates Pool, Lea
and cemen 1l

,
Lea County

e
tosaid well a3 toliowet
Jrill to 65 feet an
deepen to 800 feet
1660 feet and nud
Rivers formaimion anyd
sacks of cement; drid
production 1s obUax
casing and cemeni: 5

depths are approximaic.)

abandornen aoocordancs

in
CASE 3422: hApplication of ran hmer
T " of a new pool, spzeial
ration vnits, Sar. J
above-sitylad cause,
Callup produciior.

Mo oo 257 Gooailod s Tl i ol T

.

,.lpj ea_-. o
1

TowWn

Queen Porl, Lea OO0

Hew Mexico.

el

Nutter, Examiner, or

dual completion, Lea

apove-stvled cause,
(conventional) of

Unit G of Section 26,

Townsnip 16 Scuth, Range 2 Easz, L urly, New Mexico, to
produce 0il from the Wolzcarp and Cennsvivanian formations,
Shoe Bar Field. through parailel sirings cf tubing.
CASE 3419: Application of B. M. Jacrzon foo witerTlcod project, Lea
County, New Mexdicc. Applicent, in the adove-styled cause,
seeks authority to institute a waterflocd project by the

torration through one well
32’n ©3 South, Range 32

i, New Mexico.
i ;CAJb for a
e Applicant,

above-styled cause, eeb‘ e a well at an un-
orthodox location 1650 few on thne North line and 990 feet
from the Eas:t lire cof Sect1og 15, Township 18 South, Range 26
East, Atoka-Pennsylvanian Gas Penl, E4dy Cuounty, New Mexico.
CASE 3421: Application of ianser 2311 Cumpary for an exception teo Commission

Applicant, in the
o the potash-2il area

T

forth in Commissicn Crder No.
11 and complcete a well in

Range 34 East,
Moevice, and to drill,

— ..
S,

Crsd

case,

13 3/3-inch casing;
vek casingy deepen to
drill into the Seven
iiz with at ieast 25
e RIVETS pay.
and 8 5/8-inch
] (Note: AllL
Pe plugged and
Oecler Moo R-111I-A.

an

LS A AN
y

i Corporation
ab four nen-svandard proe

Applicant, in the
lca ol a3 new oil pool for
Oaliregos Canyon Unit well
L Towaship 28 tlorth,

Voganelg .
AT R ST

unorthedox
in the

Middle

-

for c¢reation
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June 29, 1966, Examiner Hearing

CASE 3422 Continued:

CASE 3423:

Range 12 West, San Juan County, New Mexico, and for the
promulgation of special pool rules therefor, including a
provision for 16L-acre proration units and specified well
locations. Applicant further seeks the approval of four
non-standard proration units as follows in Township 28
North, Range 12 West:

A 164.44-acre unit comprising lots 2, 3, and 4 and the S/2
SW/A of Secticn 923

A 176.14-acre unit comprising lot 1 and the S/2 SE/4 of
Section 9 and lot 4 and the SW/4 SW/4 of Section 10;

A 163.29-acre unit comprising lots 1, 2, and 3 and the SW/4
SE/4 and SE/4 SW/4 of Section 10;

A 175.14-acre unit comprising the SE/4 SE/4 of Section 10
and the S/2 SW/4 and lots 3 and 4 of Section 11.

Application of Pan American Petroleum Corporation for salt
water disposal, Lea Ccunty, New Mexico. Applicant, in the
above-styled cause, seeks authovity (o dispouse 0of produced
salt water in the Seven Rivers Reef formation, Scarborough
Yates-Seven Rivers Poccl through the open hole interval f =
3029 to 3080 feet in its C. M. Farnsworth "B"™ Well No ©,
Jocated in Unit N of Section 7, Township 26 South, Raige 37

East, Lea County, New Mexico.
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ATW O O D & M ALO N E CHARLES F MALONE
-
P - RUSSELL D. MANN
LAWYERS - PAUL A.COOTER
= 808 F. TURNER
o = ROBERT A.JOHNSON
. B a ORAWER 700 JOHN W. BA;_SUT. JR.

reELEASDNE 505 e2z-822)
éECURITI&NATlONAL BANK BUILDING

ROSWELL, NEW MEXICO
88201

June 13, 1966

0il Conservation Commission of the State of New Mexico

Post Office Box 2088
Sante Fe, New Mexico

Re: In the Matter of the Application of Pan American
Petroieum Corporation for the creation of a new
oil pool and the establishment of special rules and

regulations, San Tuan County, New Mexico.

Gentlemen:

e find an Entry of Appearance, by the terms of
1f of Pan American Petroleum

We would appreciate very

Enclosed herewith pleas
which our firm enters an a
Corporation in the above captioned matter.
much your placing this in the proper file.

ppeavrance of beha

Thank you very much, and with best regards, 1am,

Very truly youis,

e o

< Jor ATWCOD & VATLONE

JWHB:mmd

encl.

DOCKET MAILED

- S
QG*QW‘P AT SE S i




35 BEFORE THE OIL CONSERVATION COMMISSION
o OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF )
PAN AMERICAN PETROLEUM CORPORATION ) ;\7‘%
FOR THE CREATION OF A NEW OIL POOIL AND ) No. L -

THE ESTABLISHMENT OF SPECIAL RULES AND )
REGULATIONS, SAN JUAN COUNTY, NEW )
MEXICO )

ENTRY O APPEARANCE

The undersigned, Atwood & Malone, of Roswell, New Mexico, a
firm of attorneys, all of whose members are duly licensed to practice‘
law in the State of New Mexico, hereby enters its appearance in the above
styled and numbe~ed cause as New Mexico counsel for Pan American Pet-

roleum Corporation, Petitioner.

DATED at Roswell, New Mexico, this 13th day of June, 1966.

ATWCOD & MALONE

b A //M/

/‘Fo t Office Drawer 700
=

swell, New Mexico




FORM 1397 1-88

PAN AMERICAN PETROLEUM CORPORATION

PRODUCING DEPARTMENT
H. T. HUNTER

SECURITY LIFE BUILOING

DENVER, COLORADO §0202

DISTRICT SUPERINTENDENTS

W. M. JoNEs
DivisioN PRODUCTION R A. E. PIper
MANAGER ) L _-~  F. M. CURTIS
/ - JOINT INTEREST
. SUPERINTENDENT
Junz 2, 1955 S. B. RICHARDs
Tile: 320-272-033,311
o } RHAND
50 6 Ht b g”l R foplication of Pan American
Sztroleun Corporation
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o M £ a ¥ew 21l Pcol
tablishment of
Fevulations,
Pinon 3aXlun Qil
Juzan County,
i
::l"- ¢‘X. IJ. ?O,fer‘, Jr. (3
Szeretary Directer of the
New fexico 01l Conservation Commission
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BEFORE THE OIL CONSERVATION COMMISSION : <
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE APPLICATION OF
PAN AMERICAN PETROLEUM CORPORATION
FOR THE CREATION OF A NEW OIL POOL
AND THE ESTABLISHMENT OF SPECIAL , -
RULES AND REGULATIONS S “
SAN JUAN COUNTY, NEW MEXICO ’

U5 Ju ¢

N\

APPLICATICOCN

COMES NOW Pan American Petrcleum Corporation and respectfully presents
this Application to the 0il Conservation Commission of the State of New Mexico
for an Order approving the creation of a new 0il pool and the establishment
of special rules and regulations, San Juan County, New Mexico. In support of
this Application, Pan American Petroleum Corporation states:

1. That the Applicant, Pan American Petroleum Corporation, (hereinafter
called Pan American), is a Delaware Corporation duly authorized to transact
business in, and is transacting business in the State of New Mexico.

2. That the Applicant, Pan American Petroleum Corporation, seeks an
order creating a new o0il pool for Gallup production to be designated the Pinon

Gallup 0il Pool consisting of the following described acreage in San Juan

N
\
County, New Mexico: L
Rt
Township 28 North, Range 11 West N\ &
Section 19: All
Section 20: W/2, SE/4
Township 28 North, Range 12 West
Section 9: Lots 1, 2, 3, 4 (N/2 S/2), S/2 S/2  Section 11: Lots 3 & 4 (N/2 SW/4)
Section 10: Lots 1, 2, 3; & (N/2.S/2}), </2 §/2 and s/2 SW/4
Section 13: $§/2
Section 14: All
Section 15: N/2, SE/u
Section 23: NE/u A
Section 24: N/2, SE/4 e

Township 29 Horth, Range 12 West

Section 30: S/2
Section R1: /2
Section 32: All
Section 33y Si/u

That the requested Crder couilain the following proposed special rules
and regulations for the Pinon Gallup 0il Peool:

RULE 1, Each well completed or recompleted in the Pinon Gallup 0il
Pool or in the Gallup formation within cne mile of the Pinon Gallup 0il Pool,
and not nearer to or within the limits of another desipnated Gallup 0il Pool,
shall be spaced, drilled, operated, and produced in accordance with the Special
Rules and Regulations hersinafter set forth,




RULE 2, Each well completed or recompleted in the Pinon Gallup 0il
Pool shall be located on a standard proration unit containing approximately 160
acres, and which consist of a single governmental quarter section, For purposes
of these Rules, a unit containing between 157 through 163 continguous surface
acres shall be considered a standard unit,

RULE 3, Each well projected to or completed in the Pinon Gallup 0il
Pool shall De located no closer than 500 feet to any quarter section line,

RULE 4. The allowable assigned to any non-standard proration unit shall
bear the same ratio to a standard allowable in the Pinon Galliup 0il Pool as the
acreage in the non-standard unit bears to 160 acres,

RULE 5. A standard proration unit in the Pinon Gallup 0il Pool shall
be assigned a 160-acre proportional factor of 4,33 for allowable purposes, and
in the event there is more than cne well on a standard proration unit, the opera-
tor may produce the allowable assigned to a unit from said wells in any proportion.,

4, That the Pinon Gallup Oil Pool was discovered by Pan American's
Gallegos Canyon Unit Well No, 250, located 990' FSL and 1800' FWL of Section 14,
T28N-R12¥, San Juan County, New Mexico,

S. From the evidence now available it appears that the well in the
Finon Gallup 0il Pool can efficiently and economically drain 160 acres,

6. That to prevent the economic loss caused by the drilling of unneces-
sary wells, to avoid the augmentation of risk arising from the excessive number
of wells, to prevent reduced recovery which might result from the drilling of too
few wells, and to otherwise prevent waste and protect correlative rights, the
special rules and repulations described above will afford to the owner of each
property in the Pool the opportunity to produce his just and equitable share of
the oil in the Pool,

That there exists within the requested pool limits four non-standard

units consisting of more than 163 acres., Applicant requests approval of the

folleowing deseribed four non-standard dwilling unmite ac part of this annlication:
Township 28 North, Range 12 West

S/2 SW/4 Lots 3 and 4, Section 11

and SE/u SE/u Section 10 175,14 Acres

Lots 1, 2, and 3, SW/4 SE/H, and

SE/4 SW/4, Section 10 163,29 Acres

Lot 4 and SW/u4 S%W/4 Section

Lot 1, $/2 SE/4 Section 9 176,14 Acres

Lots 2, 3, and % and

S/2 SW/u Sectlon 9 164,44 Acres




WHEREFORE, Pan American requests that the 0il Conservation Commission
set this matter for hearing and give notice thereof as required by law and the

vules of the Commission,

Respectfully submitted,

PAN AMERICAN PETROLEUM CORPORATION

@Z?/?/W%W 1

4 Its Attorney-in-fact
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FORM 1337 1-886

[

PAN AMERICAN PETROLEUM CORPORATION =

SECURITY LIFE BUILDING ; tn

PRODUCING DEPARTMENT DENVER, COLORADO 80202 DISTRICT SUPERINTENDENTS =
H. T. HUNTER W. M. JonNes .~ =
A. E. PirER . o
}_-D

DIVISION PRODUCTION
T. M. CurTis -

MANAGER
JOINT INTEREST

SUPERINTENDENT
S. B. RICHARDS

June 30, 1966
File: SBR-314-986.511

Re: Case No, 3422
Application of Pan American Petroleum Corporation

For an Order Approving the Creation of a New 0il
Pool and the Establishment of Rules and Regulations,
Proposed Pinon Gallup 0il Pool,

San Juan County, New Mexico

Mr. A. L. Porter, Jr. (3)
Secretary Director of the
New Mexico 0il Conservation Commission

P. O. Box 2088
Santa Fe, New Mexico
Dear Sir;

Attached please find a tabulation of the pressures used to establish the
points shown on Exhibit No. 5 in the above named case heard on June 28, 13866,

as requested by the Examiner, Mp, Daniel S. Hutter.

Yours very truly,

Attachment




BOTTOM HOLE PRESSURE DATA
SIMPSON GALLUP OIL POOL
SAN JUAN COUNTY, NEW MEXICO
BOTTOM HOLE PRESSURE, PSIA

January April October June

Well Name and No. 1963 1363 1963 31966
Ballegos Canyon Unit Well No, 83 - 1201 989 -
Gallegos Canyon Unit Well No, 123 1390 1296 867 -
Gallegos Canyon Unit Well No. 125 1299 1155 84l -
Gallegos Canyon Unit Well No, 128 1508 1372 Sl 485
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SPECIALIZING IN: DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

1120 SIMMS BLOG, o P, O. BOX 1092 @ PHONE 243.4491 ¢ ALBUQUERQUE, NEW MEXICO

ace 1

BEFOPE THE

NEW MEXICO OIL CONSERVATION COMMISSION

Santa Fe, New Mexico
June 29, 1966

EXAMINER HEARING

IN THE MATTER OF: Application of Pan
American Petroleum Corporation for
creation of a new pool, special pool
rules and four non-standard proration
units, San Juan County, New Mexico.

BEFORE: DANIEL S. NUTTER, Examiner

TRANSCRIPT OF HEARING

)
J
)
)
)
)
)
)
) Case No.
)
)
)
)
)
)
)

3422
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DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONYENTIONS

SPECIALIZING IN:

1120 SIMMS BLDG, *® P.O, BDX 1092 & PHONE 243-6691 ® ALBUQUERQUE, NEW MEXICO

1203 FIRST NATIONAL BANK EAST ® PHONE 256-1294 ® ALBUQUERQUE, NEW MEXICO
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MR. NUTTER: Call Case 3422.

MR. HATCH: Application of Pan American Petroleum
Corporation for creation of a new pool, special pool rules and

four non-standard proration units, San Juan County, New Mexico.

MR. ROSS: Gentlemen, I am Louis C. Ross of the Law

Department, Denver Division Pan American Petroleum Corporation.

I believe the record should show that Atwood and Malone have

entered their appearance in this case for Pan American.

MR. NUTTER: We have a letter of appearance in the

file.

MR. ROSS: Yes, that's the Roswell firm. We have

one witness that I would like to have sworn at this time,
Mr. John K. Kennedy.
{Witness sworn.)

R. KENDNEDY, called as a witness herein, havingy

Ibeen first duly sworn, was examined and testificd as follows:

DIRECT EXAMINATION
BY MR. ROSS:
0 Hould you please state your name?
A John R. Kennedy.
0 Have you ever testified before the Commission before?
A No, sir, I have not,
Q Wnat school did you go to and what is your profession?

A Texas A and M University, with a B.S. degrees in
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Q

been with Pan Ameri

A

petroleum engineering and geolod
what is your

I work for Pan

what has peen your

present employment?

etroleumn engineer in the penver pivision office.

experience:

can?

10 years with Pan American jn various phases of

petroleum engineering.

Q po you have any
A No, sir.
Q are you

and the application

A Yes, Sir.

MR. ROSS:
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\factory To

|
|
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Q (By Mr. RO
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|
|
\make-it a little eas

| Mx.

ﬁof this Exaibit 1 an

MR. NUTTER:

Kennedy s

prior experience?

familiar with this partic

that we have filed in this cause?

are tne witness' quali
ssion?

They are.

(Wheraupon Applicant‘s Exhibit

1 through ¢ marked for
identiiication.) \
ss) pirst of atl, 1 would like to present \
\
|
is a yicinity map showindg the 1ocation oL \
. vie nave preparec gmall Eacsimilies (e \
: ‘ X s 1
jer o nandie the pxhibits. \
would You please explaln the purpose \

4 what it is?

ical engineering.

American petroleum Corporation as

how long have

you

the facts

ular case.

fications satis-
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Mr. Kennedy, and would you please explain why we added the

'additional quarter section?

A Exhibit Number 1 is merely a location map showing a
portion of the San Juan Basin and the Four Corners area with
the town of Farmington noted in red in approximately the
center of the Exhibit. Colored in green are the various Gallup
reservoirs in the San Juan Basin. The pool in question is
outlined in. an orange color with the pool name that we propose
indicated to the upper right of the pool. The green areas
shown to be Gallup reservoirs indicate that the majority and
almost without exception, the Gallup reservoirs are long, then
sandbars extending from northwest to southeast. In the proximity
of the Pinon Pool, which we are proposing to the south is the
Simpson-Gallup Pool, which will enter into our later discussion.

0 I would like to now introduce Applicant's Exhibit 2
and I want to point out that there is a slight discrepancy
in this Exhibit from the Application, for the reason that we
have included the northwest quarter of Section 23, and that
section is not named in the application.

MR. NUTTER: ihat township, please?

13 sy

MR, KOSS: 28, 12.

Q By Mr. Ross) Wnat is the purpose of this Exhibit,

A The additional yuaricyl scction wag inadvertently |
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1eft off in our original application.

Q It would, however, have been included in any temporar
order that this Commission might enter on this application,
would it not? A well would have to be drilled in compliance
with the special order?

A Yes, sir.

Q Do you particularly desire that this be included or
did you just do it, for what purpose was it done?

A we feel that it should be included since it does
show some Gallup net pay and it also lies immediately between
i the proposed pinon Pool and the Simpson pool which lies to the
Z
% south. Later, we will enter avidence that will show that ‘
z this particular tract has sand which is equivelent to the Pinon
) sand.

0 At this point I think you should bring out why you
are abic 0 make this Exhibit so complete when you have only
one well and then please discuss the Exhibit in detail.

A This Exhibit is a net pay jsopach of the Galilup

\

\ formaticn, and we were able to do this by virtue of the fact \

| that Pan American is presently developing the pakota formation \

% which is located beneath the Galliup and in SO doing we \

\ penetrated the Gallup 1in drilling through toO tne Dakota. !
The yellovw triangles shown at various well locations ;

on the plat are wells which penetrated the Gallup, put were

— - R - —_ e e o)
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completed in the Dakota. The gféen square areas are wells

presently completed in the Gallup formation, the discovery

well indicated by an arrow pointing to it. In so drilling

through the Gallup, we logged it and were therefore able to
determine the pay that existed through the Gallup.

This is a means by which we were able to draw a net
pay isopach map of the Gallup. The orange area that you see
surrounding the isopach is the requested pool limits that we
have asked for. As you will note, at each end, beginning at
the northwest and the southeast end, we have not closed the

contours although the pay is approaching the zero line.

CEPOSITIONS, HEARINGS, STATS MENTS. EXPERT TESTIMONY, DAILY COPY, CONVENTIONS
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As you will note, on wells in those particular areas,

we did not close it for with the small amount of information
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that we had from the available Dakota Wells that had penetrated
the Gallup, we couldn't tell exactly where the zero line would
close, therefore we did not close them at either end, and this

is the reason, but we do feel that the crangs area indicated

does enclose any possible development tract in this particular

: pool. |
| |
| L. . . . L. i
; Also shown on this particular plat is 2 cross sectional
! ;
|

line AA prime which e#tends down throughthe proposed Pinon

Pool and also into the Gallup Pool which is located to the i

——  south. Also indicated on the map is an area colored in red,

I within this red area are the four unorthodox locations which




VT

pes

¢

<o

P

dearnley-meier

DEPOSITIONS, HEARINGS, STATE MENTS, EXPERT TESTIMONY, DAILY COPY, CONVENTIONS

SPECIALIZING IN:

® P.O.BOX 1092 ® PHONE 243-6691 @ A(BUQUERQUE, NEW MEXICO

5.
1203 FIRST NATIONAL BANK EAST ¢ PHONE 256-1294 ® ALBUQUERQUE, NEW MEXICO

1120 SIMMS BLDC

PAGE 7

we have requested in our application.

It should be noted that they are dotted between
each of the four units, so that you can distinguish them on
the plat.

Of note is the fact that this particular isopach
shows that the pool is a long, thin, narrow sandbar and that
the pay is thin, also. This is one of the reasons for our
request for 160 acre spacing, as well as a relaxing of the
location requirements of a well within the 160 so that we
might be able to drill in the best possible location to obtain
the maximum pay due to the thinness of the pay and the narrow
length, or width, I should say, of the pool.

MR. ROSS: Does the Commission have any particular
questions on this particular Exhibit?

MR. NUTTER: ©Not at this time.

Q (By Mr. Ross) We would like to introduce our Exhibit
Number 3, which is a aross section man, Wonld von pleace

explain this, the purpose of this map and what it's intended

to show?
A This 1is cross section AA prime as indicated on
Exhibit Number 2. As you will note, this particular isopach

was based on the datum cf the base of the green horn which is
located at the lower part of the plat. Where wells penetrated

the Dakota those wells which do not penetrate the Dakota were
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based on the top, or I should say, the datum on them was the
top of the lower Gallup member, which is the second line from
the top drawn on the plat, and with the particular well being
lined up with the rniearest well to it. The discovery well in
this pool is indicated at the top of thc uxhibit. There are
two sands winich we have colored in this particular Exhibit.
The Pinon Sand is colored in yellow. The sand from which the
Simpson-Gallup Pool is producing is colored in blue.
As you will note, the blue line does not extend all

the way across this particular Exhibit, the reason being
that the porosity in the formation ends at approximately
between the two wells where the blue line ends, but we were
able to trace this particular zone through the remainder of
the wells ip order to show that the two sands are separate and
therefore, the Pinon and the Simpsor Pool are producing from
two distipct sands.

Q The characteristics of these two formations are
similar, are they not?

A Yes, sir, we will cover that in « later Exhibit.

Q All right.

A You might also note from the Pinon Sand that it
is not very thick and that+ it's areal extent is very small,.

Q Our next Exhibit is a comparison of partinent

reservoir data as between the Simpson and Pinon Gallup 0il

L
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T I ey

“pools. I have an extra coE§”SE~EHZEWE;RIEEEfﬂifiiiﬁﬁrfﬁzg'
to introduce Exhibit 4.

A This 1is a comparison petween the reservoir charac-
teristics of the Simpson pool, which 1 pointed out as being

just south of the Pinon Pool, and the Pinon pool itself. Data

from the Simpson Pool was derived from the six wells producing

&}

from the pool, whereas in the case of the Pinon pool, these
characteristics, with the exception of the porosity were
determined from the one core analysis we have from the
discovery well. The average porosity shown is also
utilizing the log data that we have in the Pinon Pool.

of note in this comparison are two things that stand
out, one peing that the original reservolr pressure is much
less in the pinon than in the Simpson. The Pinon reservoir \
pressure is also somewnat lower than in other Gallup reservoirs)
nearby. such as Cha Cha-Gallup and Totah-Gallup. The second

item that is noteworthy in this comparison is the average

ermeability. The average ermeanility in Simpson bein around
P g

|

45 millidarcies, where it 1s only 15 in the Pinon. \

As you will note, 1 snowed the range Of permeability \

. . \ . s N . I
indicated py the core analysis to b€ from 1.2 tO 35 millie \
garcies. This has pex cent after 1% whiar s oAan error. 1t |
should e millidarcies. A5 you will note, the kost permeability

|

from the core analysis of 35 millidarcies in the Pinon Pool
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3 is less than the average in the Simpson Pool, or 45. The other
z
% item which I might want to point out is the average pay thicknegs
) o in the Simpson being around six feet as compared to four in
> U
- < Xo
= 2 IZ | the Pinon.
== ¥ 33
ax & 3% Q Applicant's Exhibit 5 is a graph showing a calcu-
Gy - zg .
ST 8 3¢ . . .
. % %g lation of an area being drained in the Simpson-Galiu. rool.
: . <35
.. % .7 ! We would like to introduce that at this time. Would you
G < 23
-7 S 3 please explain Lhis Exhibit, Mr. Kennedy?
= & &%
SRR :é A Exhibit 5 is a calculation of the area of drainage
o x N*
= § x% | which is being affected by production from the six wells
' 8 o% o . .
E & 32 | producing in the Simpson-Gallup Oil Pool. As I nointed out
= i 43
= ¢ £% | earlier, the Simpson-Gallup Pool is adjacent to the Pinon Pool
=T
gg § 2+ | 'but producing from a separate sand, however, we feel that the
= 3 ==

sands are similar enough that such a rnomparison as this can
be made. The Exhibit shows that a bottom hole pressure versus
cummulative o0il production data, which is based on material

balance proiection nf narformance in cons

the
calculaticn of oil in place from pore volume data and the family
of curves shown represent different areas of drainage or of
a 1000 acres, 1500 acres and 2,000 acres.

The red points which you see superimposed on the

graph are actual measuvred data. The first threc points show

| that the six producing wells in the field are draining somewhere

in the range of 12 tco 1300 acres, or approximately 200 acres
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per well. A recent pressure point shown at the extreme right
bottom of the graph taken in this month indicates that the
six wells are draining in excess of 2,000 acres, or approximately
300 or better acres per well.

This Exhibit and the data shown thereon shows that
without a doubt that the wells in the Simpson Pool are draining
in excess of 160 acres per well. This is the spacing which

we have requested in the adjacent pinon pool. We feel that
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these two pools are similar enough that such a comparison

as this could be made and that we could expect drainage in the
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Pinon Pocl to be of the nature of this Simpson Pool.
On Exhibit Number 2, which is a plat showing the

outline proposed for the Pinon-Gallup and to the sout:; it
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shows the present outline of the Simpson Pool, you'll note that
the Simpson Pool is developed on essentially 160 acres spacing
and that this graph adeguately shows that those six wells are
draining the reservoir.
0 Applicant's Exhibit 6 is a comparison of the

economics which are based on 11 feet of net pay in the
. proposed formation to be developed. I would like to introduce
Exhibit 6 at this time. Mr. Kennedy, would you please explain

the Exhibit 6 to the Commission?

A Exhibit 6 is a comparison of developing this

Lparticular pool on 80 and against 160 acres. JXt's based on
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the 1l feet of net pay that was penetrated in the discovery
well. Where the average pay in the pool is somewhat less than
this 11 feet, we felt that such a comparison as this based on
the discovery well would adequately show that developing this
pool on 80 acres is a marginal proposition from an econcmic
standpoint. As you will note, the profit per well, which is
the third to the last item shows a profit of only $22,100.00
for a well on 80 acres. This assumes, of course, that there
is going to be 11 feet of pay throughout the entire 80 acres
and in a pool such as the 2ne that I have described, it's

unlixely that 80 acres would contain this amount of pay over

Lthe entire =~rea.

However, against 1l€0 acres, you will see that a profit
of approximately $125,000.00 would be gained from drilling
these wells 60 acre spacing.

On an 80 acic basis it would require at least 6 to
7 feet of net pay over the entire 80 acres, in order to recover
the drilling and lease equipment cost of $70,000.00. On the
160 acre basis a well could penetrate as little as four fest
of net pay and still recover the drilling and lease equipment
cost of $70,000.00. Ve fcel that 150 acres spacing will give
us a margin of doubt in drilling wher2 we might possibly
encounter less pay than anticipated from this less pay map,

or where we might run into some difficulties where completing

|
)
1
i
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the well azwiosing a well.

We feel this gives us a margin there where we could

possibly make some money whereas on an 80 acre basis, one
small slipup could cost us the entire profit from a well and
that's on 11 feet of net pay from the net pay isopach. There's
no doubt in cur mind that this is a marginal pool and that only
if we're allowed to drill these wells on 160 acre spacing with
the relaxing of the. location within the 160 so that we could
move it around to get the maximum amount of pay, can Pan
American make any money from the development of this pool,
and it's unlikely that we will develop it to any great extent
if we're not allowed to develop it onr 160 acre spacing.

Q Will this order adversely affect any other owners
in the area?

A No, sir. The plat that you have therz indicates
the outline of the Gallegos-Canyon Unit although I doubt that
it is marked on the plat, but it indicates that Faan Amcrican
is the operator of this Gallegos-Canyor Unit and that the
majority of the pool is located within the Gallegos-Canyon
Unit. What small amount of acreage which is approximately 1
section and tiiree yudriwr thai 1ict cuitcide the Gallegos-
Canyon Unit 1is Pan American centrolled working interest acreage)

anc therefore, we adequatcely control the majority of tne pool.

0 I note that your Bxhibit 6 shows that you are going

%
|
{
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tc produce a little bit of gas. Will you be able to dispose
of the gas?

A Yes, sir, we are in the process of getting a contract
so that no gas will be flared in this pool. All casingnead
gas will be sold.

Q Would you tell the Commission whether or not in your
opinion if this order were to be favorably considered by the
Commission, would it prevent waste and protect correlative
rights?

A Yes, sir.

MR. ROSS: At this time, Mr. Commissioner, I would
like to move for the admission of Applicant's Exhibits 1
through 6, conclusive.
MR. NUTTER: Applicant's Exhibits 1 through 6 will
be admitted in evidence.
(Whereupon, Applicant's Exhibit
1 through 6 offered and
admitted in evidence.)
MR. ROSS: I believe that concludes our direct
testimony.
MR, NUTTER: I would like to run through these. I

- [ Vo icm cmn s > 3 +
aon L nave wy COpils O MANLICUXCS.

! Axe there any questions of the witness?

n
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Y MR. NUTTER:

Q Exhibit Number 2, the isopach map, is this net pay
or gross pay in the Gallup?

A Net pay.

Q Now, I note that some of these Dakota wells have
penetrated a pretty fair section of Gallup sand. Have you
formulated any plans within your company for the dual completion
of any of these Dakota Wells in the Gallup?

A No, sir. We do not anticipate dual completing any
wells. It will be individual completion.

Q Which six wells on Exhibit Number 2 are the wells
that afe producing from the Simpson-Gallup Pool?

a The outline of the Simpson Pool limits is shown by
a cross-haired type of line that goes around.

Q Vlell, there are five green wells within that boundary.

A There's one to the right there maybe that you don't
have. It's outside the Gallegos-Canyon and it's the Rnodes
lease. There's one well out there.

MR. ROSS: 1Is that the well in the southwest quarter

P of 247
Q (By Mx. Nutter) fThe one 1rn Section 307
A Yes, sir. !
0] How about the well in Section 23, is that within the

e e o J— e e e o e . : R ——
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Simpson?
A Yes, sir.
Q Wwhat pool are these other three wells just west of
there?
A It's an undesignated Gallup.
Q In preparing Exhibit Number 5, this point right here

in January of 1962 that represented how many wells' bottom
hole pressure?

A Four wells. Each of the three points in '62 and
'63 represent four wells. Those were the four flowing wells

in the Simpson Pool where we could run a bomb in.

Q And June of '66 pressure is an average?

A That's only one w2ll.

Q That's a one well pressure?

A Yes, well 28 that's still flowing.

Q So that had a pressure of slightly less than 500
pounds?

A Yes, sir, 480.

Q What was the range of pressures in January of '62

for those four wells,just give me the four pressures, if you
have them.
A I thought I had them with me. 1 don't see them. 4
had the pressures but I didn't bring them with me.
MR. ROSS

. Ccan you furnish this?
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A Yes.

0 (By Mr. Nutter) If you will furnish me with the
individual wells' pressure for each of the three points, and
we have the one point for June of '667?

A Yes.

Q And you don't have any pressure on the other five

wells in June of '66, they're pumping wells?

A Yes.

0 Wo attempt was made to obtain the pressure?

A No, sir.

Q Well, now, Mr. Kennedy, if we assume that a well

in the Simpson Gallup will drain a 160 acres, or in excess

of 160 acres, we're also taking into consideration the fact
that permeability is 45 millidarcies there and the average
permeability as near as you can determine in the Pinon~Gallup
is 15 millidarcies. This wouldn’'t be conducive to as gond a

drainage as you would have in the Simpson, wonld it?

A Mo, sir, it wouldn't but we feel that even 15 milli-

darcies is adequate to drain 160's. Lkven though that's
converse to the question that vou asked mo,  fruc.

0 It might drain it but it would have a little more
difficulty draining 1t?

A That's right, true.

0 It might take a little longer. 620 is the solution

S
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gas oil ratio?

sir.

A Yes,
Q Wwith respect to these four non-standard units that
you have asked for, now many of those include enough net pay
that Pan American would drill a well?

A I would say that at jeast three of them have
sufficient pay if we're allowed the relaxation of the location
requirements we are asking.
Q You stated that if

you had 160 acres, you could

drill a well with four feet of net pay?
A That's right, and recover merely the cost of drilling

and geveloping.

Q well, would the two easternmost units have an
average of four feet of net pay?
A 1¢'s unlikely that the ecasternmost one would have,

yes, sir. The next one would have around, it would be my

guess s somcwhere around four.

cr

3
6}
n

0 You have one well right in the middle of it iua
one foot of pay?

A Yes, Sir. The reason £or takind in the encire four

was becausl of the confiquration of tnhe acreage there and it

was the particular conﬁiquration that we gave to ecach OnRe of

tnese four actually fitted better and came nearcer o 160 acre |

in tnhe manney in which 1 have tnem outlined

|
rnerc. K
|




e You were just trying to use up

the pool?

MR. ROSS: I believe that was drawn across geo-

b4
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[el
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- R graphical lines.
. a zu
- s 3
$ Z2 Q (By Mr. Nutter) While this is highly irregular to
o E gl{
w g .
- 33 consider the creation of a pool of this magnitude with only
: i3
s 3 onc well, but you feel tnat with all the Dakota wells that
z <
> b o e
s v T i3 have been drilled, you have fairly defined the area of where
¢ §§ the sandbar lays and the thickness of the sandbar?
ERN
S g A  Yes, sir.
— & b
i ad = 9f . . .
'S3 8 o% MR. ROSS: If you just had your information from
= & -3
. e ;% your discovery well, Mr. Kennedy, you coulan't very well do
[ = - & =
o _.P
—— z ¢1<
= = g; this, could you?
o < I
Q> Y g9 .
i — & -—¢ A No, Ssir.
' MR. NUTTER: I pelieve that's all. Are there any
" ( other questions of the witness? iHe may pe excused.

\ o (Witness excused.)
MR. NUTTER: Do you have anything further, Mr. Ross?

MR. ROSS: No, I pelieve that concludes our

presentation.

M. NUTTER: Does anyone nave anything they wisn to

offer ——

-

| MR, ROSS: Lxcept this one thing; on the 160 acre

-ract, it wouldn't matter materially if it were lefi our, Mr.
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Kennedy, because it weuld still have to be drilled on the same
spacing, am I correct? Would you want us to file an amended
application to include that langd?

MR.

NUTTER: No.

ROSS: 1I believe that concludes our case.

Does anyone have anything they wish to
offer in Case 34227 1If there's nothing further, we will take
the Case underadvisement and the Hearing is adjourned.

(Whereupon, the Hearing was
adjourned.)
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)
STATE OF NEW MEXICO }

SS
COUNTY OF BERNALILLO )

I, ADA DEARNLEY, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the

foregoing and attached Transcript of Hearing before the New

Mexico 0il Conservation Commission was reported by me; that

the same 15

£

truc and correct record of the said proceedings,
to the best of my knowledge, skill and ability.

Witness my Hand and Seal this 7th day of July, 1966.

o s
. : s’

I ; S ;o
Nopdg. B S N A

NOTARY PUBLIC

My Commission Expires:

June 19, 1967.

{ do hereuy wvertify tbat the fecregoing 1s

a complatn rapevd of 2¥o crooegdinse in :

the bxonis oy fearving of Case no. 3”"&”. 1
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COMPARISON OF
PERTINENT RESERVOIR DATA
SIMPSON AND PINON GALLUP OIL POOLS
SMJMN@WH,MWEH&

3 Simpson Pinon
Galluvp Gallup
Pool Pool
Original Reservoir Pressure, psig 1640 1470
| Reservoir Temperature, ° F. 158 158
Saturation Pressure, psig 1640 1470
Solution Gas-0il Ratio, Cu. Ft./Bbl. 678 620
Formation Volume Factor 1.406 1.38
Crude Viscosity at Bubble Point
Pressure, Cp. 0.u418 0.uu
Average Crude Gravity, © API 40,8 41 - 43
Producing Mechanism Solution Solution
Gas Drive Gas Drive
Average Porosity, % 11.6 10 (Range 9.0 - 13.6%)
Average Permeability, Md ‘ 45,0 15 (Range 1.2 - 35%)
Average Water Saturation, % 30,0 25
Average Net Pay Thickness, Ft. 6.0 4
Type Accumulation Sand Bar Sand Bar

LA , v
. Co . jl’.)\

L
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ECONOMICS BASED ON 11 FT. or NET F.

i

i

|

: Well Spacing N 80 Acres 160 Acres

1 Gross Recovery/Well: MCF Gas 102,000 204,000

f Bbls 0il 51,000 102,000

|

1 Net Recovery (Less .125 Royalty)

s MCE Gas 2,250 178,500

i Bbls 0il uy ,600 89,200

l Gross Income (Gas @ 13 Cents MCF) $11,600 $23,200

‘; (0il @ $2.40/Bbl - FOF _case) $107,000 $214,000

i Total Gross Income $118,600 $237,200

i Drilling and Lease Equipment $70,000 $70,000

; Estimated Life of Well 4 years 6 years

i Operating Costs @ $3,000/year $12,000 $18,000

i Workover Costs 65,000 $5,000

|

g Taxes @ 8.0% of Gross Income $ 9,500 529,000
Total Costs $96,500 $112,000
Profit per Well $22,100 $125,200

i ROI (Before Federal Taxes) .32 1.79

é *payout @ 285 MCF and 120 BOPD- 8 months 8 montas

*Allowable 164 304
Penalized Allowable (High GO 138 256
Limited Capacity Allowable 120%* 120%%

I

a75 CF/Bbl)

ek . U © mar
Well will produce only llv HUPL and <ov MCrp {(COR

v
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