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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
Gctober 25, 1961

EXAMINER HEARING

IN THE MATTER QF:
Application of Shell 0il Company for approval
of the Cabezon Unit Agreement, Sandoval
County, New Mexico. Applicant, in the above-
styled cause, seeksapproval of the Cabezon
Unit Agreement embracing 22,743 acres, more
or less, of State, fee and Federal lands in
Townships 16 and 17 North, Ranges 2, 3 and
Lk West, Sandoval County, New Mexico.

CASE NO.
2407

P Nt e Nt Vit N Nt sl S Nt Nea? Smat

BEFORE: Dan S. Nutter, Examiner.

TRANSCRIPT OF HEARING

EXAMINER NUTTER: We will call €Case No. 2407.

MR. MORRIS: Application of Shell 0i1 Company for
approval of the Cabezon Unit Agreement, Sandoval County, New
Mexico.

MR. SETH: Otiver Seth appearing on behalf of the
Applicant. Associated with me is Leslie Kell.

MR. KELL: We would like to submit and mark for identifi-
cation Exhibits 1 and 2, copies of the revised Unit Agreement for
the Cabezon area. Changes were made at the request of the
Commissioner of Public Lands office with the approval of the
USGS which we will cover in the testimony of the witnesses.

ERNEST HOSKINS
called by and on behalf of the Applicant, having been first duly

®



PAGE 2

FARMINGTON, N, M,
PHONE 325.1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N. M.
PHONE 243.6691

sworn, was examined and testified as follows:

EXAMINAT ION
BY MR. KELL:
Q Would you state your name, please.
A Ernest Hoskins.
0 By whom are you employed?

A Shell 0il1 Company.
Q What is your present position with Shell 0il Company?
A I am district geologist of the Farmington district in

charge of their petroleum explorations in western New Mexico,

Arizona and the southern portions of Utah and Colorado.

Q You have not previously testified before this Commission

A No, I have not.

0 Would you state briefly, then, your educational back-
ground?

A I received a BS degree from Stanford Uniwversity in 1949,

Q Since then, what experience have you had in the oil
industry?

A Since being employed by Shell as a geologist for four

years with Shell I spent largely in field geology in central
California. The second four years I spent in their Bakersfield
office doing a variety of surface geology assignments. Since
1957, the fall of '57, I have been assigned as district geologist
in Farmington.

Q Have you made a study of the geology in the proposed
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Cabezon Unit area?

A Yes.

MR. KELL: Are the witness's qualifications acceptable?
EXAMINER NUTTER: Yes.

Q (By Mr. Kell) Would you state generally the geological
work that has thus far been done in the Unit area?

A In the southeast corner of the San Juan Basin Shell
has reconnaissanced the general area which indicates a regional
dip or inctination of the sediments of approximately 150 feet
per mile to the northwest. Reconnaissance in the Unit area
indicates a principle objective depth an anticlinal structure
the outlines of which are defined by the proposed boundaries.
The princide objective based on our regional stratigraphic
studies of well control is the marine carboﬁate section of the
Pennsylvanian Medera formation which should occur at between the
interval of 5600 and 7100 feet Apex location within the proposed
Unit. |

A secondary objective is, in our opinion, in the strata
which is a well developed sandstone having some history of pro-
duction from the so-called medium field approximately twelve
miles to the north of this Unit. The crustaceous sandstone which
is produced in the areas north of this Unit, in the central basin|
are not expected to have developed sufficient to yield commer-
cial quanitities of hydrocarbons.

Q Do you have any other general observations concerning
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the geology within the Unit area that you propose to test?

A I believe I have covered this.

0 Are you familiar with the Cabezon Unit Agreement?

A Yes, I am.

Q In your opinion, does the Unit area embrace productive
acreage?

A Yes.

Q It does not include excess acreage?

A No.

Q Does it contain adequate provision for expansion and

concentration as necessity may arise in the Unit area?

A Yes, it does.

0 Are you familiar with the drilling obiigation which is
assumed under Section 9 of the Unit Agreement?

A Yes, I am.

Q Generally, what is that obligation?

A Shell is to drill a well to the Cambriam to 7300 feet
or for commercial production at a shallower depth at a satisfac-
tory location to the Commission.

Q From your prior testimony as to the depth of the various
objectives involved, you feel 7300 feet would enable you to obtair
a good test?

A In my opinion, this is most adequate.

Q Is it your opinion that the Unitization Agreement

pursuant to the Cabezon Unit Agreement will promote the conserva-
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tion of oil and gas and prevent waste?

A Yes, this is my opinion.

0 Do you have an opinion as to - - under the allocation
of production formula the State of New Mexico and all other
beneficiaries of land will recei w their fair and equitable share
of reserves?

A They will, under this plan.

Q Do you feel that unitization will result in the best
utilization of reservoir energy?

A Yes, I do.

0 When do you contemplate completion of the initial unit
well? |

A Within thirty days.

o] Do you have a location of that well?

A Yes.

¢ Can you tell us roughly within a quarter section?
A The northeast quarter of the northeast quarter of

Section 26, Township 17 North, Range 3 West, NMPM and that
stands for New Mexico Prime Meridian.
Q. Is it your opinion that the Agreement, the Unit Agree-
ment, will be in the best interest of the State of New Mexico?
A That is my opinion.
MR. KELL: That's all the direct examination I have.
EXAMINER NUTTER: Are there any questions of the

withness?




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.

FARMINGTON, N, M,

PHONE 325-1182

PHONE 243.6691

PAGE 6

BY MORRIS:

EXAMINAT ION

Q Mr. Hoskins, do you have any material available show-
ing the structure in this area or do you feel you cannot divulge
it at this time?

A I have no material I can divulge at this time.

Q It makes it pretty hard for the Commission to make a
determination on its own as to whether the Unit covers the geolog)
structure, doesn't it?

A Yes it might. I may add that the USGS has seen our
structural interpretation and have approved the outline.

MR. KELL: We have some preliminary information along
those lines to make available to the Commission. It has been
made available to the Public Land . Office?

THE WITNESS: Yes, it has.

EXAMINER NUTTER: If you have anything to substantiate
the boundaries of the Unit's State, fee or Federal tlands, if
you have anything to substantiate the boundary with relation to
the structure we would appreciate it.

MR, KELL: Since it has been submitted to the USGS and
also to the Commission of Public Lands, I think we'll offer the
contour as our Exhibit No. 2.

Do you have that?

THE WITNESS: Yes,

EXAMINER NUTTER: Mr. Kell, we would be perfectly




DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

FARMINGTON, N, M,

PHONE 1325.1182

PHONE 243 6691

PAGE 7

willing to return this Exhibit to you at such time as the time
for hearing de novo or rehearing in this case is decided.
MR. KELL: Fine.

EXAMINATION

BY EXAMINER NUTTER:

Q You stated that there was a general regional dip in
this area of approximately 150 feet per mile to the northwest?

A That's correct,

Q So, this is the southeast flank of the basin?

A The southeast corner of the west end.

Q Your primary obiective is the Pennsylvanian and Medera
formation?

A Yes. At between 5600 and 7100 feet. It is on the

order of fourteen or fifteen hundred thick.

0 Under the Unit Agreement it is a maximum depth of
7300 feet?

A That's correct.

Q That would certainly take in this Pennsylvanian and
Medera?

A Yes.

Q And your secondary objective is the Entrada sandstone?

A Yes.

0 At what depth?
A 3300 feet.

Q There is no crustaceous development?
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A In our opinion, no. This is commercial production.
0 This Unit Agreement is designed to cover this structure.

Approximately how many feet of closure do you have on the struc-

ture?

A Approximately 300 feet based on our recent semi-detail
control.

Q And the proposed location?

A The Apex of the structure.

EXAMINER NUTTER: Are there any further questions of

Mr. Hoskins?
He may be excused. (Witness excused.)
RICHARD L. FREEMAN
called as a witness by and on behalf of the Applicant, having

been first duly sworn, was examined and testified as follows:

DIRECT EXAMINATION

BY MR, KELL:

Q Would you state your name.
A Richard L. Freeman.
Q Your employer?

A Shell 0il1 Company.

Q What is your position with Shel1?

A District land agent. I cover the same territory
Mr. Hoskins testified to which would inciude the Cabezon Unit
Agreement.

Q Are you familiar with the Cabezon Unit Agreement and
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the land status?
A Yes, I am.

Q Who is the designated Unit?

A Shell 0i1 Company.

Q Does this Unit cover all formations of the unitized
lands?

A It identifies all formations.

Q Is the Unit Agreement, generally speaking in a form

which has been previously approved by the 0il Conservation Com-
mission and the Commission of Public Lands?

A Yes.

0] I mentioned earlier at the request of the office of
the Commission of Public Lands that changes were made in the
form previously filed with the Commission. Would you in a gen-
eral way cover these changes that were made?

A Yes. At the request of the Commissioner of Public
Lands office, we attempted through talking to the USGS in
Washington and Roswell to obtain acception of these changes which
we were finally able to do only yesterday morning and therefore
we have interlineated these changes in Articles 9 and 10. Article
9 is drilling to discoveries. Article 10 is plan of further
development and operation. There was one additional change in
Article 15 wherein at the request of the Commissioner of Public
Lands office we added a sentence relating to State rentals and

when the Unit is finally submitted, executed, of course, these
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changes will be in the body of the Agreement.

0 These changes are acceptable to Shell?
A Yes.
Q And with these changes that you indicate have been

approved by the USGS, the Agreement is now in acceptable form
insofar as the Commissioner of Public Lands office is concerned?
A Yes, they have stated that to us.
0 Now, has the USGS previously given approval to the
Unit boundaries?

A Yes,

Q Do you also have a concurrence from the Commissioner
of Public Lands office as to the proposed Unit boundaries?

A Yes, we have.

Q Approximately what is the size of the Unit area in
terms of acreage?

A The Unit area contains 22,742 acres and some fraction.

Q In what Township and Range are these?

A The Unit lies in Township 16 North, Ranges 2 and 3 West
and Township 17 North, Ranges 2 and 3 and 4 West, all NMPM, in
Sandoval County, New Mexico.

Q With regard to the status of lands within the Unit
area, could you tell us the approximate percentage of, first,
the Federal acreage?

A Yes, the Federal acreage is 17,846 acres comprising

78.47 per cent of the entire Unit area.
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Q And State acreage?

A 3,207.72 acres; 14,1 or per cent of the Unit area.
Q And what is the fee or privately owned acreage?

A 1,688, comprising 7.43 per cent of the Unit area.

Q As of this date we are just - - As I understand it,

the Agreement has not yet been submitted for execution?

A No, it hasn't.

0Q That was due to making the authorized changes and gettin
the agreement of the Public Lands office and the USGS on these
changes?

A That's correct. We expect these changes to be put in
the body of the Unit Agreement within the week.

0 What percentage of the working interest within the
Unit area does Shell 0il own?

A Shell 0il1 controls through lease and option 82.71 per
cent of the Unit area.

Q Do these various leases and options and similar agree-
ments which Shell has covering the acreage provide that other
parties will join in a unit of the type contemplated here?

A That is correct.

Q Have you had any other contact with representatives of
the other working interest owners who have land?

A Yes. There are five other working interest other than
Shell, British American, Continental, Trans Mountain 0il Company,

Delti Taylor and Elizabeth L. White, and we have contacted all

[0
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these people. We have proposed to them the type of unit which is
the general statutory form with such changes as the State might

request the divided type unit operating agreement, and all of

~these parties have replied in the affirmative, that they will join

our Unit subject only to insertion of terms in the operating
agreement. I have copies of these letters here indicating the
approval which would bring us up to 100 per cent of the Unit
area.

MR. KELL: I would like to mark these for identifica-
tion as Exhibit 3, the letters from the other working interest
owners indicating general approval of the Unit Agreement.

Q (By Mr. Kell) Does the Unit Agreement contain a seg-
regation provision?
A Yes, it does.

Q Does it provide for the fair allocation of all unit

production?

A In my opinion, yes.

0 Does it contain adequate provision for subsequent
joinder.

A Yes, it does.

o In your opinion will the State of New Mexico and all

other beneficiaries receive a fair share of the Unit production?
A That is my opinion.,
Q Does the Unit Agreement provide that the Commissioner

of Public Lands as well as the USGS must approve either the
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establishment or revision of a participating area?

A

Q

That's correct.

Is the primary purpose of this Unit Agreement unitiza-

tion pursuant to promoting conservation?

A
0

A

Q

That's right.
Will it, in your opinion, accomplish this purpose?
Yes, it will.

What is your opinion as to whether or not approval of

this Unit Agreement would be in the best interest of the State?

A

In my opinion, the approval of the Unit Agreement

would definitely be in the best interest of the State.

MR. KELL: That's all the direct examination I have

of this witness.

EXAMINER NUTTER: Are there any questions of

Mr. Freeman?

EXAMINAT ION

BY EXAMINER NUTTER:

Q

While these five haven't signed the agreement, they

have all consented to join?

A

join.-

That is correct. They have given their approval to

EXAMINER NUTTER: That's all. Thank you.

"MR. KELL: I move at this time for admission into

evidence Shells! Exhibit 3.

EXAMINER NUTTER: Applicant's Exhibit 3 will be admitted
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in evidence.
Are there any further questions of Mr. Freeman?
He may be excused.
(Witness excused.)
EXAMINER NUTTER: Do you have anything further,
Mr. Kell?
MR, KELL: No, sir.
EXAMINER NUTTER: Are there any further statements
in Case No. 24077

If not, the case will be taken under advisement.
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STATE OF NEW MEXICO )
) ss
COUNTY OF SAN JUAN ) .

I, THOMAS F., HORNE, Court Reporter, in and for the County
of San Juan, State of New Mexico, do hereby certify that the
foregong and attached Transcript of Proceedings before the
New Mexico 0i1l Conservation Commission was reported by me in
machine shorthand and reduced to typewritten transcript under
my personal supervision, and that the same is a true and correct

record to the best of my knowledge, skill and ability.
/)

A F

Notary Public

My Commission expires:

p e F 65T

that the foregolng is

+ f‘x
‘ra'h cert i °©
: ig ;et bd“au -4 of tne neoosestl pr 1n;7
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the Fraginry SSnliils 1 /
heard by me On . LA T » 94;
Examiner
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B:-FO<« TH:
OIL CONSIRVAT Gﬂ COMMISSION
‘anta fe, New “Mexico
October 25, 196}

TALMING 2 BEATING

IN THe MATTFR OF:
Application of Shell Uil Company for approval
of the Cabezon Unit Agreement Sandoval
County, Mew Mexico. ‘pplicant, in the above-
styled cause, seekssppro»al of the Cabezon
Unit Agreement embracing 22,743 acres, more
or less, of Itate, fee and Feceral lands in
Towmships 16 and 17 North, %anges 2, 3 and
4 vest, Sandoval County, New Mexico.

CASE NO.
2k07

Vs’ it Wit et s’ Yas? et gt Yt Wt gt

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M.
PHONE 243.6691

BLFOREs Dan 3. Nutter, iLxaminer.

T:ANZCIPT OF HEAXING

FXAMINEP NUTTIL<: we will ca2ll Case No. 2407.

MR, MOLzi5: Application of Shell 0il Corpany for

approval of the Cabezon uUnit Agreement, Sancoval County, New
~
Mexico. “

MR, SETH: Oliver Seth zppearing on behalf of the
Applicant. Associated with e is Leslie Kell.

MR, Kill: we would like to sub-it and mark for identif{-
cation Fxhibits 1 and 2, copies of the revised Unit Agreement for
th- Cabezon ares. Changes were made at the recuest of the
Commissioner of Public Lands office with the approval of the
usGs which we ui;l cover in the testirony of the witnesses.

"RNST HOSKING
calied by and on beha!f of the Applicant, having been first duly

®
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sworn, was examinec and testifie~ a3:c follows:

EXAMOJATICON

BY MR. KELL:

N Wo.uld you state yo.r 1ame, nlaase,

) “rnest Hoskins,

- By whom are vou employadi

" Shell Gi! Company.

G ~het is your present soasition with Sheli Gi1 Company?
A I am districet agzolooi:t of the Farmington district in

charge of their retroleum explorstions ‘n western New Mexico,
Arizona and the southern portic:s of Utzh and (olorado.
o You have not sreviots':y testified before this Commission

o, I have not,

" woutd vou state briefi., then, vour educational back-
ground?

A I received a R: degre~ fram Stanford University in 1949,

o Since then, whar exc--iance have you had in the oil
industry?

A Since heing e olaye’ v "hell as a neniorist for four

years with shell I spent lar-s=ivy in field jeolc:y in centra!l
California. The second four yers I spent in their Rakersfield
office doing a variety =7 surf-s = cenliony 3:-:tgnments. Since

1957, the fall of '57, ! have h:en 2ssione” as di

%]

trict geologist
in Farmington.

~

Have you made a stucdy of the geoiogy in the proposed

~
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Cabezon Unit area?

A Yes.

MR. KELL: Are the witness's qualifications acceptable?
EXAMINER NUTTER: Yes.

G (By Mr. Kell) Would you state generally the ceological
work that has thus far been dore in the Unit area?

L in thé southeast4corﬁer of the 3an Juan Basin Shell
has reconnaissanced the generz1 area which'indicates a regional
dip or inclination of the sediments of approximately 150 feet
per mile to the northwest. “econnaissance in the Unit ares
indicates a principle objective depth an anticlinal structure
the outlines of which are defined by the nroposed boundaries,

The princide obiective based or our reaional stratigraphic
studies of well control is ths narine carbonate section of the
Pennsylvanian Medera formation vhich should occur at between the
interval of 5500 and 7100 feet icex location within the proposed
Unit.,

A secondary obiective is, in our opinion, in the strata
which is a well developed sandstone having some history of pro-
duction from the so-called medium field approximateiy twelve
miles to the north of this Unit. The crustaceous sandstone which
is produced in the areas north of this Unit, in the central basin,
are not expected to have developed sufficient to yield cemmer-

cial quanitities of hydrocarbors,

C Do you have any other general observations concerning

®
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b

the geology within the Unit area that you propose to test?

A 1 believe I have coverad this,

r £

Are you Tamiliar with the Cabezon Unit Agreement?

) Yes, I ar.

7y

In your opinion, does the Unit area embrace productive

acreage?
A Yoz, ,
0 It doms not include excess acreace?
I No.
¢ Poes it contain acdeouate provision for expansion and

concentration as necessity may zrise in the Unit area?

<
>
n
-
t
O
0}
%]

0 Are vou familiar with the drilline obiigation which is
assumed under 3ection 2 of the .nit areement?
i Yes, 1 am.

Generally, whet is th:at obiigation?

-

chell i3 to dril! =z well to the Cambria- to 7300 feet
or for cormercial prodiction at & shalbwer de,th at a satisfac-
tory location to the Commissziza,

C From your prior testimony zs to the depph of the various
obiectives involved, you feel 7300 feet would enable you to obtain

~

a good test?

A in my opinion, this "s rost adegucate.
r Is it your opinion that the Unitization “aree~ent

ursuant to the ZTabezon unit “1reement will promote the conserva-
p ]

®
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tion of oil and gas and prevent waste?

A Yes, this is my opinion.

r Do you have an opinion as to - - under the allocation
of production formula the State of New Mexico and all other
beneficiaries of land vwill receiw their fair and equitable share
of raserves?

They will, under this nlan.

z Do you feel thzt unitization will result in the best
utilization of reservoir energy:

A Yes, I do.

When do you conaterpliate completion of the initial unit

well?
A “ithin thirty days.
2 Do you have s location of that well”
A Yes.
o Can you tell us rouchly within a quarter section?
A The northeast aquarter of the northeast guarter of

Section 26, Township 1; North, Range 3 “est, NMPM and that
stands for New Mexico Frime Meridian,
o Is it your oninion that the Agreement, the Unit Agree-
ment, will be in the best inte-est of the State of New Mexico?
That is my opininn,
MR, KELL: That's al: the direct exa.ination I have.
EXAMINER NUTTFR: Are there any cuestions of the

wi tness?

®
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zac MINA T IOR

BY MOrRIS:
" br. Hoskins, do yo. have zny material available show-
ing the structure in this area or do you feel you cannot divulge

it at this tive?

A - hzve no material 1 <an divulge at this time.
< it makes it pretty hard for the Corrission to make a

deterinination on its own as to whether the Unit covers the geology
structur-e, doesn’'t it?

A Yes it might. 1 mmay ard that the US3s has seen our
structiral interpretation and have approved the outline.

M. Kiols  We have sore preliminary information along
those lines to inake available to the lomri=zsian, It has been
made available to tne Puilic Land Cffice?

THe WITNESS: Yes, it nas,

CXAMINER NUTTER:  If you have anything to substantiate
the boundaries of the .ait's :tzre, fee or Federal tands, if
you have anything to substantiate the boundary with relation to
the structure we would cuprecizv: it,

MR, KELL: Since it h=s peen subrittec to the YSGS and

also to the Commission of Pub® s Lands, I think we'll offer the

contour as our Exhibit Ne. 2.
Jo you have that?

THE WITNFSS: Ves.

ExSoINER NUTTER: Mr, Keil, we would be perfectly

®
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willing to return this Exhibit to you at such time as the time
for hearing de novo or rehearing in this case is decided.
MR. KELL: Fine.

ER2TNATION

BY EXAMINER NUTTER:

Yeu stated that there was a generai regional dip in

L)

this area of apnroximately 15 “2et per —ile to the northwest?

That'!s correct.

¢ So, this is the sotthizast flank of the basin?
A The southeast correr of the vest enr,
. L
Q Your primary ob-ectivc is the Pefinsyivanian and Medera

formation?

r Yes. At betwzen LA7TE and 7100 feet., It is on the
order of fourteen or fifteen Hundred thick.
r Under the Jnit isgrec ent it is a ﬁéxirww depth of
7300 feet?
That's correct.

0 That wou'!d certainly take in this Fennsylvanian and

Medera?

A Yes.,

o And your sacondiry objective ' : the Entrads sandstone?
A Yes,

. At what cepth?

A 3300 feet.

Q There is no crustazeous de.eloprent”

®
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A In our opinion, no. This is co wercial production.
o This Unit Agreement is designed to cover this structure,.

Approximately how many feet of closure do you have on the struc-

ture?

A Approximately 300 feet based on our recent semi-detail
control,

¢ And the proposed location?

A -The Apex of the structure,

EXAMINCR NUTTER: ire there any further questions of
Mr, Hoskins?
He inay be excused, (Witness excused.)
RICHARD L. FREEMAN
called as a witness by and on benalf of the “pplicant, having
been first du1y sworn, was examined and testified as follows:

DIRLCT EAAMINAT ION

BY MR, KELL:

0 Would you state your rame.
A Richard L. Freeman.
Your empioyer?

A Shell Cil Compzny.

0 what is your position with Shell?

A District Tand agent. I cover the same territory
Mr. Hoskins testified to which would include the Cubezon Unit
Agreement,

0 Are you familiar with the Cabezon unit Agqreement and

®
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the land status?

4. Yes, I am,
Y who is the designated Unit?
? Shel! 041 Company.

C oes this Unit cover all formations of the unitirzed

A It identifies all forwations,

Is the Unit 2greewent, cenerally speaking in a form
which has been previously ancroved by the 0il Conservation Com-
mission and the Commission of -~ublic Lands?

A Yes.

I mentioned earlier at the reqguest of the office of
the Commission of Pubiic Lands that chances were made in the
for— previously filed with the Tommission, VWould you in a gen-
eral way cover these changes that were made?

A Yes. At the request of the Corrissioner of Public
Lands office, we attemnted throush talking to the USGS in
Washington and Roswell to obtain acception of these changes which
we were finally able to do onlv yesterday morninc and therefore
we have interlineated these changes in fArticles 9 and 10. Article
9 is drilling to discoveries. ~“rticle 10 is plan of further
develcp w.:t and operation., Thzre was one additional change in
Article 15 wherein at the recu=st of the Commissioner »f Fublic
Lands office we added a senten-e relating to State rentals and

when the Unit is finally sub—itted, executed, of course, these

&
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changes will be in the body of the Agreement.

0 These changes are acceptable to Shell?

A Yes.

Q And with these changes that you indicate have been
approved by the USGS, the Agreement is now in acceptable form
insofar as the Commissioner of Public Lands office is concerned?

A Yes, they have stated that to us,

Q Now, has the USGS previously given approval to the
Unit boundaries? |

A Yes.

e Do you also have a concurrence from the Commissioner
of Public Lands office as to the proposed Unit boundarfies?

A Yes, we have,

¢ Approximately what is the size of the Unit area in
terms of acreage?

A The Unit area contains 22,742 acres and some fraction,

Q In what Township and Range are these?

A The Unit !1és in Township 16 North, Ranges 2 and 3 West
and Township 17 North, Ranges 2 and 3 and 4 West, all NMPM, in
Sandoval County, New Mexico.

0 With regard to the status of lands within the Unit
area, could you tell us the approximate percentage of, first,
the Federal acreage?

A Yes, the Federal acreage is 17,846 acres comprising

78.47 per cent of the entire Unit area,

®
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Q And State acreage?

A 3,207.72 acres; 14.1 or per cent of the Unit area.

Q And what is the fee or privately owned acreage?

A 1,688, comprising 7.43 per cent of the Unit area.

0 As of this date we are just - - As I understand it,
the Agreement has not yet been submitted for execution?

A No, it hasn't,

0 That was due to making the authorized changes and gettin;
the agreement of the Public Lands office and the USGS on these
changes?

A That's correct. We expect these changes to be put in
the body of the Unit “greement within the week.

¢ What percentage of the working interest within the
Unit area does Shell 011 own?

A Shell 011 controls through lease and option 82.71 per
cent of the Unit area.

Q Do these various leases and options and similar agree-
ments which Shell has covering the acreage provide that other
parties will join in a unit of the type contemplated here?

A That is correct.

Q Have you. had any other contact with representatives of
the other working interest owners who have land?

A Yes., There are five other working interest other than
Shell, British American, Continental, Trans Mountain 0il1 Company,

Delti Taylor and Elizabeth L., White, and we have contacted all

®

oy
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these people. We have proposed to them the type of unit which is
the general statutory form with such changes as the State might
request the divided type unit operating agreement, and all of
these parties have replied in the affirmative, that they will join
our Unit subject only to insertion of terms in the operating
agreement. I have copies of these letters here indicating the
approval which would bring us up to 100 per cent of the Unit
area,

MR, KELL: I would 1ike to mark these for identifica-
tion as Exhibit 3, the letters from the other working interest
owners indicating general approval of the Unit Agreement.

Q (By Mr. Kell) Does the Unit Agreement contain a seg-

regatfon provision?
A Yes, it does.

Q Coes {t provide for the fair allocation of all unit

production?

A In my opinifon, yes.

0 Does it contain adequate provision for subsequent
joinder.

A Yes, it does,

n

In your opinion will the State of New Mexico and all
other beneficiaries receive a fair share of the Unit production?
A That is my opinion,
0 Does the Unit Agreement provide that the Commissioner

of Public Lands as well as the USGS must approve either the
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‘establfshment or revision of a participating area?

A That's correct.

0 Is tﬂe primary purpose of this Unit Agreement unitiza-
tion pursuant to promoting conservation?

A That's right.

0 Will 1t, in your opinion, accomplish this purpose?

A Yes, {t will,

0 What is your opinion as to whether or not approval of

this Unit Agreement would be in the best interest of the State?
A In my opinion, the approval of the Unit Agreement
would definitely be in the best interest of the State,
MR, KELL: That's all the direct examination I have
of this witness,
EXAMINER NUTTER: Are there any questions of
Mr. Freeman?

EXAMINAT ION

BY EXAMINER NUTTER:

0 While these five haven't signed the agreement, they
have all consented to’join?
A That {s correct. They have gfven their approval to
join.
EXAMINER NUTTER: That's all. Thank you.
MR. KELL: I move at this time for admissfon into
evidence Shells' Exhibit 3.

EXAMINER NUTTER: Applicant's Exhibit 3 will be admitted

®
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in evidence.
Are there any further questions of Mr, Freeman?
He may be excused.
(Witness excused.)
EXAMINER NUTTER: Do you have anything fur ther,
Mr. Kell?

MR, KELL: No, sir.
EXAMINER NUTTER: Are there any further statements

fn Case No. 24077

If not, the case will be taken under advisement.
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STATE OF NEW MEXICO )
COUNTY OF SAN JUAN ; °

I, THOMAS F. HORNE, Court Reporter, in and for the County
of San Juan, State of New Mexfico, do hereby certify that the
foregong and attached Transcript of Proceedings before the
New Mexico 011 Conservation Commission was reported by me in
machine shorthand and reduced to typewritten transcript under
my personal supervision, and that the same is a true and correct
record to the best of my knowledge, skill and ability.

: ”6
-

e '
—~

Notary Public

My Commission expires:

V4 R A

I dO hereby cert .
tif;
a corpiee recorg gpthat the foregoing 1s

ootk Ny .
the Exawiror ¢ proceedings in
heard by e

o~ K
nLearing fo)
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April 16, 1963

Shel’ 0il Company
P. ©, Box 1200
FParmington, New Mexico

Ra: Evronsion Cabezon Unit
Area, Sandowval County,
New Mexico

Attention: Mr, F. W. Nantker
Gantlement

The Commissioner of Public Lands has approved
as of April 18, 1963 the Expansion to the Cabezon
Unit Area, S8andoval County, New Mexico,

We are enclosing five originally signed Cert~
ificates of Approval,.

Yery tiuly yours,

E. §. JOHMNY WALKER
COMMISSIONER OF PUBLIC LANDS,

3Ys
(Mxs.) Marian M, Rhea, Supervisor
fmit Division
ESW/mnr/v
encl:
cc: 0il Conservation Commission

U. 8. Depaftment of Interior
Geological Survey

Roswell, MNew Mexico

Attsntion: MNMr. John A. Anderson
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SHELL OIL COMPANY

Post Office Box 1200 =z
Farmington, Kew Mexico

January 21, 196k :\

Subject: Cabezom Unit
Ko, 14=08-0001-7820
Sandoval Cowmty, Nev Mexico

gest N
State of Newv Mexico
Commissiomer of Public lands
. Post Offies Box T91
Santa Fe, Nev Mexico

Attextion Mrs, Marian Ebea

Gentlemen:

Reference is made to your letter of November 27, 1963 wheredy
the Commissiomer of Public lLands approved the termimation of the subject
Unit as of Novewber 29, 1963. Ia your letter you requested to be advised
immediately as to the effective date givea to this Unit Ly the United
States Geological Survey. In this commeciion we are forwarding for your
filss an approved copy of the Reguest for Termimation which was returmed
to w8 by the United States GCeclogical Survey.

We feel that this copy will be sufficient for your use; if, how-
ever, you are in meed of further informatiom, pleese do not hesitate to
contact us,

Very truly yours,

Originnl £ ned ke,
Jocass £, 7. e
James E, Mathews
JEN:GL Distriet land igeat

Enelosure

ce - State of New Mexico <€THIs cory rop oy
0il Conservation Comsission WA
Post Office Box 8T1
Santa Fe, Nev lMexieo



OIL CONSERVATION COMMISSION
P. O. BOX 871
SANTA FE. NEW MEXICO

2407

November 7, 1962

Shell 0il Company st mg\.ﬁ"ﬁ
P. O. Box 1200 e
Parmington, New Mexico

Attention: Mr, P. W. Nantaker

Re: Cabezon Unit
Sandoval County,
New Nexico

Gentlemen:

“his iz to advise that the New Mexico 0il Conservation
Commission has this date approved a six month extension in
which to commence the drilling of a second exploratory well
on the Cabezon Unit, subject to like approval by the United
States Geoclogical Survey and the Commissioner of Public Lands
of the state of New Mexico.

Approval is granted with the understanding that sShell 0il
Company will take steps to terminate the Cabezon Unit if
drilling obligations have not been fulfilled prior to June 14,
1963.

Two approved copies of the application for extension are
returned herewith.

Very truly yours,

A. L. PORTER, Jr.,
Secretary-Director

ALP/JEK/ig
cc:s United States Geological Survey - Roswell

Commissioner of Public Lands - Santa Pe



SHELL OIL COMPANY -

Post Office Box 1200
Farmington. New Mexicc

October 24, 1362

Subject: Cabzszon Unit
Consract No. 14-08-0001-7820
Sandoval County, New Mexico

Director, N“\,ﬂﬁw'

United States Geological Survey a‘é%“

Washington 25, D.C. ~
Through

Supervisor,

United States Geological Survey

Drawer 1857

Rouswell, New Mexico
Gentlemen:

On May 8, 1962 we directed a letter to the Director, United
States Geological Survey, Washington 25, D.C., through the Supervisor,
United States Geological Survey; Roswell, New Mexico, carboning the
Commissioner of Public Lands of the State of New Mexico and the New Mexico
011 Conservation Commission. By this letter we requested a six-month
extension of time in which to meet our second well obligation under the
subJect Unit. This extension was granted by response from the United
States Geological Survey dated June 4, 1962, and from the Commissioner
of Public Lands and the Oil Conservation Commission dated June 8, 1962.

Recently we discussed with Mr. Anderson of the U.S.G.S., the
drilling of a second well in the proposed Expanded Unit Area, but due to
the unfavorable economic outlook snd to the inauspicious time for auction-
ing our offshore acreage off Lcuisiana last March; our company finds itself
strapped for money to do exploration drilling in the Rocky Mountain area
when it is so heavily committed ir the Louisiana offshore area. Consequently,
we have been trying to promote this well by the use of outside capital and
have to dete found some encouragement.



Director,

United States Geological Survey
Through

Supervisor,

United States Geological Survey

In discussing this matter with
pointed this out to him and he suggested

six-month extensicn on the Cabe

Mrr. Anderson in Santa Fe, we
that we ask for an additional
zon Unit with the provision that shoula

we fail to securs the drilliing of this well within the additional siix-

month period; we will take the necessary steps to terminate the Cabezon

Unit,

FWN :BG

Six-Month Extension Granted:

R g
F. W. Nantker
Divisior. Tand Manager

ector
1 States Geological Survey

ce - State of New Mexice

Commissiorer of Public Lands

Santa Fe, New Mexico
Six-Mcnth Extension Granted:

Date

E, S. Johnny Walker
Commissicner of Public ianis

c¢ - State of New Mexico
0il Conservation Commissio
Santa Fe, New Mexico

Six-Month Extension Granted:

pate Ne~v" 7, /761

&5 0O FOF £l

161

A, T, Porter, Jr.
Secretary.-Diresctor

AW
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Shell 0il Company
P. O. Box 1200
Farmington, New Mexico

Res Capezon Unit,
S8andoval County,
Haw Mexico
Attention: Mr. Fred W, Rantker

Gentleaen:

The Commiasionexr of Public Lands approves an addi-
tional six month extension on the Cabezon Unit in which
to drill the second exploratory well on this unit. This

axtension would extend this obligation from December 14,

1962 to June 14, 1963.

If the obligation for driliing thie well is not full-
filled within this aforementiocned pericc it is our undex-
standing that 5hell 0il Company will follow the necessary

procedures to terminate the Cakezon Unit.

We are returning one approved copy of your application

for this extension.
Very truly yours,

E, 5. JOHRNY WALKER
COMMISSIORER OF PUBLIC LANDS

BY:

(Mre.) Marian M, Rwea, Supervisor

Unit Division
ESW/mmr/e



