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BEFORE THE 
OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 
October 25, 1961 

EXAMINER HEARING 

IN THE MATTER OF: 
Application of Shell Oil Company for approval 
of the Cabezon Unit Agreement, Sandoval 
County, New Mexico. Applicant, in the above-
styled cause, seeksapprova1 of the Cabezon 
Unit Agreement embracing 22,7^3 acres, more 
or less, of State, fee and Federal lands in 
Townships 16 and 17 North, Ranges 2, 3 and 
k West, Sandoval County, New Mexico. 

CASE NO, 
2407 

BEFORE: Dan S. Nutter, Examiner. 

TRANSCRIPT OF HEARING 

EXAMINER NUTTER: We w i l l c a l l Case No. 2407-

MR. MORRIS: Application of Shell Oil Company for 

approval of the Cabezon Unit Agreement, Sandoval County, New 

Mex i co. 

MR. SETH: Oliver Seth appearing on behalf of the 

Applicant. Associated with me is Leslie Ke11. 

MR. KELL: We would l i k e to submit and mark for i d e n t i f i 

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 o f f i c e with the approval of the 

USGS which we w i l l cover in the testimony of the witnesses. 

ERNEST HOSKINS 

called by and on behalf of the Applicant, having been f i r s t duly 
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sworn, was examined and t e s t i f i e d as follows: 

EXAMINATION 

BY MR. KELL: 

Q Would you state your name, please. 

A Ernest Hoskins. 

0 By whom are you employed? 

A Shell Oil Company. 

Q What is your present position with Shell Oil Company? 

A I am d i s t r i c t geologist of the Farmington d i s t r i c t in 

charge of their petroleum explorations in western New Mexico, 

Arizona and the southern portions of Utah and Colorado. 

Q You have not previously t e s t i f i e d before this Commission^ 

No, I have not. 

Would you state b r i e f l y , then, your educational back-

A 

0 

ground? 

A 

Q 

I received a BS degree from Stanford University in 19^9. 

Since then, what experience have you had in the o i l 

industry? 

A Since being employed by Shell as a geologist for four 

years with Shell I spent largely in f i e l d geology in central 

California. The second four years I spent in their Bakersfield 

o f f i c e doing a variety of surface geology assignments. Since 

1957, the f a l l of '57, I have been assigned as d i s t r i c t geologist 

in Farmington. 

Q Have you made a study of the geology in the proposed 



PAGE 3 

Cabezon Unit area? 

A Yes. 

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

EXAMINER NUTTER: Yes. 

Q (By Mr. Ke11) 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 inc l i n a t i o n of the sediments of approximately 150 feet 

per mile to the northwest. Reconnaissance in the Unit area 

indicates a principle objective depth an a n t i c l i n a l structure 

the outlines of which are defined by the proposed boundaries. 

The principle objective based on our regional stratigraphic 

studies of well control is the marine carbonate section of the 

Pennsylvanian Medera formation which should occur at between the 

interval of 56OO and 7100 feet Apex location within the proposed 

Unit. 

A secondary objective i s , in our opinion, in the strata 

which is a well developed sandstone having some history of pro­

duction from the so-called medium f i e l d 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 s u f f i c i e n t to yield commer­

ci a l 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 t h i s . 

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 

Q 

A 

Q 

Yes. 

I t does not include excess acreage? 

No. 

Does i t contain adequate provision for expansion and 

concentration as necessity may arise in the Unit area? 

A Yes, i t does. 

Q Are you familiar with the d r i l l i n g obligation which is 

assumed under Section 9 of the Unit Agreement? 

A Yes, I am. 

Q Generally, what is that obligation? 

A Shell is to d r i l l a well to the Cambriam to 7300 feet 

or for commercial production at a shalbwer depth at a satisfac­

tory location to the Commission. 

Q From your prior testimony as to the depth of the varioui 

objectives involved, you feel 7300 feet would enable you to obtain 

a good test? 

A In my opinion, this is most adequate. 

Q Is i t your opinion that the Unitization Agreement 

pursuant to the Cabezon Unit Agreement w i l l promote the conserva 
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t i o n of o i l and gas and prevent waste? 

A Yes, this is my opinion. 

Q Do you have an opinion as to - - under the allocation 

of production formula the State of New Mexico and a l l other 

beneficiaries of land w i l l receive their f a i r and equitable share 

of reserves? 

A They w i l l , under this plan. 

Q Do you feel that unitization w i l l result in the best 

u t i l i z a t i o n of reservoir energy? 

A Yes, I do. 

Q When do you contemplate completion of the i n i t i a l unit 

wel 1 ? 

A Within t h i r t y days. 

Q Do you have a location of that well? 

A Yes. 

0 Can you te11 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 i t your opinion that the Agreement, the Unit Agree­

ment, w i l l be in the best interest of the State of New Mexico? 

A That is my opinion. 

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

EXAMINER NUTTER: Are there any questions of the 

wi tness? 
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EXAMINATION 

BY MORRIS: 

Q Mr. Hoskins, do you have any material available show­

ing the structure in t h i s area or do you feel you cannot divulge 

i t at this time? 

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

Q I t makes i t pretty hard for the Commission to make a 

determination on i t s own as to whether the Unit covers the geology 

structure, doesn't it? 

A Yes i t 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. I t has been 

made available to the Public Land.Off ice? 

THE WITNESS: Yes, i t has. 

EXAMINER NUTTER: I f you have anything to substantiate 

the boundaries of the Unit's State, fee or Federal lands, i f 

you have anything to substantiate the boundary with relation to 

the structure we would appreciate i t . 

MR. KELL: Since i t 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. Kel1, we would be perfectly 
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w i l l i n g to return t h i s 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 

th i s area of approximately 150 feet per mile to the northwest? 

A That's correct. 

Q So, th i s is the southeast flank of the basin? 

A The southeast corner of the west end. 

Q Your primary objective is the Pennsylvanian and Medera 

formation? 

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

order of fourteen or f i f t e e n hundred thick. 

Q Under the Unit Agreement i t is a maximum depth of 

7300 feet? 

A That' s correct. 

That would certainly take in this Pennsylvanian and Q 

Medera? 

A 

Q 

A 

0 

A 

Q 

Yes. 

And your secondary objective is the Entrada sandstone? 

Yes. 

At what depth? 

3300 feet. 

There is no crustaceous development? 
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A In our opinion, no. This is commercial production. 

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

DIRECT EXAMINATION 

BY MR. KELL: 

Q Would you state your name. 

A Richard L. Freeman. 

Q Your employer? 

A Shell Oil Company. 

Q What is your position with Shell? 

A D i s t r i c t land agent. I cover the same t e r r i t o r y 

Mr. Hoskins t e s t i f i e d to which would include the Cabezon Unit 

Agreement. 

Q Are you familiar with the Cabezon Unit Agreement and 
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the land status? 

A 

Q 

A 

Q 

lands? 

Yes, I am. 

Who is the designated Unit? 

Shell Oil Company. 

Does this Unit cover a l l formations of the unitized 

A I t id e n t i f i e s a l l formations. 

Q Is the Unit Agreement, generally speaking in a form 

which has been previously approved by the Oil Conservation Com­

mission and the Commission of Public Lands? 

A Yes. 

Q I mentioned earlier at the request of the o f f i c e of 

the Commission of Public Lands that changes were made in the 

form previously f i l e d 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 o f f i c e , we attempted through ta l k i n g to the USGS in 

Washington and Roswell to obtain acception of these changes which 

we were f i n a l l y able to do only yesterday morning and therefore 

we have inter1ineated these changes in Articles 9 and 10. A r t i c l e 

9 is d r i l l i n g to discoveries. A r t i c l e lU is plan of further 

development and operation. There was one additional change in 

A r t i c l e 15 wherein at the request of the Commissioner of Public 

Lands o f f i c e we added a sentence r e l a t i n g to State rentals and 

when the Unit is f i n a l l y submitted, executed, of course, these 
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changes w i l l be in the body of the Agreement. 

Q 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 o f f i c e is concerned? 

A Yes, they have stated that to us. 

Q Now, has the USGS previously given approval to the 

Unit boundaries? 

A Yes. 

0 Do you also have a concurrence from the Commissioner 

of Public Lands o f f i c e 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 fr a c t i o n . 

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, a l l NMPM, in 

Sandoval County, New Mexico. 

Q With regard to the status of lands within the Unit 

area, could you t e l l us the approximate percentage of, f i r s t , 

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 t h i s date we are j u s t - - As I understand i t , 

the Agreement has not yet been submitted for execution? 

A No, i t hasn't. 

Q That was due to making the authorized changes and getting 

the agreement of the Public Lands o f f i c e 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 Oil own? 

A Shell Oil 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 w i l l j o i n 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 f i v e other working interest other than 

Shell, B r i t i s h American, Continental, Trans Mountain Oil Company, 

Delti Taylor and Elizabeth L. White, and we have contacted a l l 
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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 a l l of 

these parties have replied in the affirmative, that they w i l l join 

our Unit subject only to insertion of terms in the operating 

agreement. I have copies of these l e t t e r s here indicating the 

approval which would bring us up to 100 per cent of the Unit 

area. 

MR. KELL: I would l i k e to mark these for i d e n t i f i c a ­

tion as Exhibit 3, the le t t e r s from the other working interest 

owners indicating general approval of the Unit Agreement. 

Q (By Mr. Kel1) Does the Unit Agreement contain a seg­

regation provision? 

A Yes, i t does. 

Q Does i t provide for the f a i r allocation of a l l unit 

product ion? 

A In my opinion, yes. 

Q Does i t contain adequate provision for subsequent 

j o i nder. 

A Yes, i t does. 

0 In your opinion w i l l the State of New Mexico and a l l 

other beneficiaries receive a f a i r 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 parti c i p a t i n g area? 

A That 1s correct. 

Q Is the primary purpose of th i s Unit Agreement unitiza­

t i o n pursuant to promoting conservation? 

A That's r i g h t . 

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

A Yes, i t wi11. 

Q 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 d e f i n i t e l y be in the best interest of the State. 

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

of t h i s witness. 

EXAMINER NUTTER: Are there any questions of 

Mr. Freeman? 

EXAMINATION 

BY EXAMINER NUTTER: 

Q While these f i v e haven't signed the agreement, they 

have al1 consented to join? 

A That is correct. They have given their approval to 

j o i n . 

EXAMINER NUTTER: T h a t ' s a l l . Thank you . 

MR. KELL: I move a t t h i s t ime f o r admiss ion i n t o 

ev idence S h e l l s ' E x h i b i t 3 . 

EXAMINER NUTTER: A p p l i c a n t ' s E x h i b i t 3 w i l l be a d m i t t e d 
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i n e v i d e n c e . 

A re t h e r e any f u r t h e r q u e s t i o n s o f Mr. Freeman? 

He may be excused. 

(Wi tness e x c u s e d . ) 

EXAMINER NUTTER: Do you have a n y t h i n g f u r t h e r , 

Mr. Ke11? 

MR. KELL: No, s i r . 

EXAMINER NUTTER: Are there any further statements 

in Case No. 2407? 

I f not, the case w i l l be taken under advisement. 
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I , THOMAS F. HORNE, Court Reporter, in and for the County 

of San Juan, State of New Mexico, do hereby c e r t i f y that the 

foregoing and attached Transcript of Proceedings before the 

New Mexico Oil 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, s k i l l and a b i l i t y . 

Notary Public 

My Commission expires: 
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.̂-P„ +hot the foregoing 1B 
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a co:* c , roc ,,.a ot ^ 
the E:-:a::.i"-'i?r 
heard t/y o n 

Examiner. 
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New Mexico 
Oil"conservatlon Commission 
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OIL CONSERVATION COMMISSION 

;anta Fe, New Mexico 
October 2S, 1961 

IXAMINf* HE4?INa 

IN THE MftTTfR OF: 
Application of Shell Oil Company for approval 
of the Cabezon unit Agreement. Sandoval 
County, New Mexico. Applicant, in the above-
styled cause, seeks approval of the Cabezon 
Unit Agreement embracing 22,7*0 acres, more 
or less, of Ctate, fee and Federal lands in 
Townships 16 and 17 North, Ranges 
k West, Sandoval County, Mew Mexico, 

2, 3 and 

CASE NO. 
21*07 

BtFQRE: Dan Nutter, Lxaminer. 

T :AN C ; IPT OF H't A* ING 

FXAH1MEP. NUTTLS: we will call Case No. 2^07. 

MR. MO^JS: Application of Shell Oil Company for 

approval of the Cabezon Unit Agreement, Sandoval County, New 

Mexico. \ 

MR. SF TH: Oliver Seth eppearinrj on behalf of the 

Applicant. Associated with ve is Leslie Kell. 

MR. KtLL: We would like to submit and mark for identifi 

cation Fxhibits 1 and 2, copies of the revised Unit Agreement for 

th- Cabezon area. Changes were made at the recuest of the 

Commissioner of Public Lands office with the approval of tne 

USĜ  which we will cover in the testimony of the witnesses. 

rsN'ST HOSKINS 

celled by and on behslf of the Applicant, having been first duly 
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sworn, was examiner, and t e s t i f f p ~ as fellows: 

t'X*K- NATION 

BY MR. KELL: 

v Would you state yov ian"e, please. 

& Lrnest Hoskins. 

r By whom ore you employed? 

' Shell Oil Company. 

0 het is your ore-sent position w' th Shell Oi 1 Company? 

^ I am d i s t r i c t nsoloai;t or the FarT.ington d i s t r i c t in 

charge of their petroleum explorations n western New Mexico, 

Arizona and the southern portion.-: of Utah and Colorado. 

C Yot, have not previous*, y t e s t i f i e d before this Co^i ssion 

No, I h = ve not. 

r would you state b r i e f l y , then, your educational back­

ground? 

I received a BS degr«?-* from Stanford University in 19^9. 

n Since then, what exc" "ience have you h-.3d in the o i l 

industry? 

A Since being ê ployr-:.-" -"hell a ned st for four 

years with Shell I spent lar--el y in f i e l d geology in central 

California. The second four ye-rs I spent in their Bakersfield 

o f f i c e doing a variety -?* ; i ! r c - ceolony a<-;i qnments. Since 

1957, the f a l l of 1 "7, ? have '-:en sssigne-4 a? d i s t r i c t geologist 

in Farmington. 

C Have you made a sti-riy 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 dore 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 incl i n a t i o n of the sediments of approximately 150 feet 

per mile to the northwest. Reconnaissance in the Unit area 

indicates a principle objective depth an a n t i c l i n a l structure 

the outlines of which are defined by the proposed boundaries. 

The princide objective based on our reoional s t r a t i graphic 

studies of well control is the ;ar i ne carbonate section of the 

Pennsylvanian Medera formation which should occur at between the 

interval of 5&00 and 7100 feet ->cex location within the proposed 

Unit. 

A secondary obiective i s , in our opinion, in the strata 

which is a well developed sandstone having some history of pro­

duction from the so-called medium f i e l d approximately twelve 

miles to the north of th i s Unit. The crustaceous sandstone which 

is produced in the areas north of th i s Unit, in the central basin, 

are not expected to have developed s u f f i c i e n t to yield commer­

ci a l quanitities of hydrocarbons. 

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

A I believe I have covered this. 

Are you familiar with the Cabezon Unit Agreement? 

Yes, I ar. 

0 In your opinion, doe> the Unit area embrace productive 

acreage? 

A 

I t GORS not include excess acreage? 

No. 

Q Hoes i t contain adequate provision for expansion and 

concentration as necessity may arise in the Unit area? 

A Yes, i t does. 

n Are you familiar with the d r i l l inn obligation which is 

assumed under Section 3 of the .nit qreement? 

A Yes, 1 am. 

Generally, what is that obligation? 

A Shell is to d r i l l s well to the Cambria- to 7300 feet 

or for commercial production at a shallower det th at a satisfac­

tory location to the Commissvo.i. 

C From your prior testimony as to the depth of the various 

objectives involved, you feel 7300 feet would enable you to obtain 

a good test? 

A In my opinion, this 's frost adequate. 

r Is i t your opinion that the Unitization Agreement 

pursuant to the Cabezon Unit * jreement wi l l promote the conserva-
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tion of o i l and gas and prevent waste? 

A Yes, this is my opinion. 

c Do you have an opinion as to - - under the allocation 

of production formula the State of New Mexico and a l l other 

beneficiaries of la/id w i l l receive their f a i r and equitable share 

of reserves? 

They w i l l , under this plan. 

0 Do you feel that unitization w i l l result in the best 

ut i l i z a t i o n of reservoir energy-

A Yes, I do. 

'When do you contemplate, completion of the i n i t i a l unit 

wel 1 ? 

A 'ithin t h i r t y days. 

0 Do you have a location of that well'1 

A Yes. 

Can you t e l l us roughly within a quarter section? 

A The northeast quarter of the northeast quarter of 

Section 26, Township 17 North, lange 3 >'est, NMPM and that 

stands for New Mexico Prime Meridian. 

0 Is i t your opinion tuat the Agreement, the Unit Agree­

ment, wil l be in the best interest of the State of New Mexico? 

That is my opinion. 

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

EXAMINER NUTTTA?: Are there any questions of the 

wi tness? 
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C hr . Hoskins, do you have any material available show­

ing the structure in t h i s area or do you feel you cannot divulge 

i t at this time? 

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

C I t makes i t pretty hard for the Commission to make a 

determination on i t s own as to whether the Unit covers the geology 

structure, doesn't it? 

A Yes i t might. i may aud that the USGS has seen our 

structural interpretation and have approved the outline. 

•1"• KcU; We have so e preliminary information along 

those lines to make available to the "omro' «:«ion. I t has been 

made available to tne Public Laud Office? 

THE WITNESS: Yes, i t has. 

EXAMINE"* NUTTSR: i f you have anything to substantiate 

the boundaries of the unit's tir.e, fee or Federal lands, i f 

you have anything to substantiate the boundary with rela t i o n to 

the structure we would ..;.,-.rec '•-.,>• i t . 

MR. KELL: Since i t i r . been submitter to the USGS and 

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

contour as our Exhibit No. 2. 

Oo you have that? 

THE WITNESS: Yes. 

EXAMINER NUTTER: Mr. K e i l . we would be perfectly 
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w i l l i n g 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. 

IA'-. 'INATION 

BY EXAMINER NUTTER: 

u Ycu stated that there was a general regional dip in 

this area of approximate! y !; ^oet per -i le to the northwest? 

That's correct. 

C So, this is the soitheast flank of the basin? 

A The southeast corner of the west en<-!. 

Q Your primary objective is the Peffnsy1 van ian and Medera 

format ion? 

?• Yes. At betwaan 5f*>C and 7100 feet. I t is on the 

order of fourteen or fifteen hundred thick. 

f Under the Unit Agree ent i t is a maximum depth of 

7300 feet? 

That's correct. 

0 That would certainly take in this Pennsylvanian and 

Medera? 

Yes. 

And your secondary objective \ i the Entrada sandstone? 

Yes. 

At what oepth? 

3300 feet. 

There is no crustaceous de .e3op- ent• 
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A In our opinion, no. This is co-^erciai 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. 

0 And the proposed location? 

A The Apex of the structure. 

EXAMINER NUTTER: re 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 f i r s t duly sworn, was examined and testified as follows: 

DIRECT EXAMINATION 

BY MR. KELL: 

Q Would you state your name. 

A Richard L. Freeman. 

H Your employer? 

A Shell Oil Company. 

0 What is your position with Shell? 

A District land agent, I cover the same territory 

Mr. Hoskins testified to which would include the C.bezon Unit 

Agreement. 

0 Are you familiar w i t i the Cabezon Unit Agreement and 
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the land status? 

A Yes, I am. 

0 Who is the designated Unit? 

- Shell Oil Company, 

C Does this Unit cover a l l formations of the unitized 

lands? 

A I t id e n t i f i e s a l l formations. 

S Is the Unit Agreement, Generally speaking in a form 

which has been previous!v apcrcved by the Oil Conservation Com­

mission and the Commission of -ublic Lands? 

A Yes. 

I mentioned earlier at the request of the o f f i c e of 

the Commission of Public Lands that channes were made in the 

for~" previously f i l e d 'with the Oommi ssion. V'oul d you in a gen­

eral way cover these changes that were made? 

A Yes. At the request of the Commissioner of Public 

Lands o f f i c e , we attempted thru nh tal k i n g to the USGS in 

Washington and Roswell to obtain accept ion of these changes which 

we were f i n a l l y able to do on! / yesterday morninc and therefore 

we have inter 1ineated these changes in Articles 9 and 10. A r t i c l e 

9 is d r i l l i n g to discoveries. A r t i c l e 10 is plan of further 

develo> t and operation. Th^re was one additional change in 

A r t i c l e 15 wherein at the request of the Commissioner of Fublic 

Lands o f f i c e we added a sentenre re l a t i n g to State rentals and 

when the Unit is f i n a l l y 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. 

Q Now, has the USGS previously given approval to the 

Unit boundaries? 

A Yes. 

0 Do you also have a concurrence from the Commissioner 

of Public Lands office as to the proposed Unit boundaries? 

A Yes, we have. 

0 Approximately what is the size of the Unit area in 

terms of acreage? 

A The Unit area contains 22,7̂ 2 acres and sô e 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 k West, all NMPM, 1n 

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.̂ 7 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. 

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 Agreement within the week. 

0 What percentage of the working interest within the 

Unit area does Shell Oil own? 

A Shell Oil 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 1n 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 Oil Company, 

Delti Taylor and Elizabeth L. White, and we have contacted all 
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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. Ke11) 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. 

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 1 'el 1 as the USGS must approve either the 
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jestablfshment or revision of a participating area? 

A That's correct. 

Q Is the primary purpose of this Unit Agreement unitiza­

tion pursuant to promoting conservation? 

A That's right. 

0 W111 i t , in your opinion, accomplish this purpose? 

A Yes, 1t 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 thi s witness. 

EXAMINER NUTTER: Are there any questions of 

Mr. Freeman? 

EXAMINATION 

BY EXAMINER NUTTER: 

0 While these five haven't signed the agreement, they 

have al1 consented to join? 

A That is correct. They have given their approval to 

join. 

EXAMINER NUTTER: That's a l l . 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 NUTTERs Do you have anything further, 

Mr. Ke11? 

MR. KELL: No, sir. 

EXAMINER NUTTER: Are there any further statements 

1n Case No. 2407? 

If not, the case will be taken under advisement. 

14 
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I, THOMAS F. HORNE, Court Reporter, in and for the County 

of San Juan, State of New Mexico, do hereby certify that the 

foregotig 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 1s a true and correct 

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

Notary Publ ic 

My Commission expiresv 

/ 

I do hereby certify that- +h„ -P 
a c o m p l y r e c o r d ' ^ ?he ^ ! - f ° f g 0 i n g l s 

the E v - > v . Proceedings i n 
ie nsannp; o& Case rfo 7 

heard by ffie/0n 
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April 16, 1963 

Shel" Oil Company 
P. O. Box 1200 
Farraington, Hew Mexico 

Ro; Expansion Cabezon Unit 
Area, Sandoval County, 
Sew Mexico 

Attention i Hr. F. H". Nantker 

Ganclemen: 

The Cowaiesioner of Public Lands has approved 
as of April 16, 1963 the Expansion to the Cabezon 
Unit Area, Sandoval County, New Mexico. 

We are enclosing five originally signed Cert­
ificates of Approval. 

Very truly yours, 

£. S . JOHHHY WALKER 
COMMISSIONER Of PUBLIC LANDS, 

3Yt 
(Mrs.) Marian M. Rhea, Supervisor 

' nit Division 
ESW/awtr/v 
cnclt 
cc: Oil Conservation Commission 

U. s. Dcpa rtasnt of Interior 
Oeologlcal Survey 
Roswell, Mew Mexico 
Attentiont Mr. John A. Anderson 



SHELL OIL COMPANY 
Post Office Boat 1200 
Famiagtcn, Kev Mexico 

January 21, 1964 

Subject: Cabesea Unit 
Ho. 1*̂ )8-0001-7820 
Sandoval County, lev Mexico 

State of lev Mexico 
Cnssrinsioacr of Public Lands 
Post Offlee Box 791 
Saata Pe, lev Mtxieo 

Attention Mrs. Mariaa Bhea 

Geatlenea: 

Hefereace is ande to your letter of loveaber 27, 1963 whereby 
the Cosaxssioner of Publie Leads epjerored the tersiaatlCB of the subject 
Bait as of lousessr 29, 1963. Ia year letter 70a requested to be advised 
ianediately as to the effective date gives to this lavit by the Baited 
States Geological Survey. In this coaaeetioa «e are forvardiag for your 
files aa afaroved cosy of the Bequest for Termination vhieh was returned 
to as by the United States Geological Surrey. 

Ve feel that this cosy will be sufficient for your use; i f , how­
ever, you era ia aeed of further iaforaatioa, please do aot hesitate to 
contact as. 

Enclosure 

cc - State of Hew Mexico «^ THIS COPV Ft 

Oil Conservation Crawl irslca 
Post Office Box 871 
Saata Pe, lev Mexico 

Very truly yours, 

d i m e s i , . •„. - i - j 

Janes 1. Mathews 
District Lead Agent JBM:GL 



OIL CONSERVATION COMMISSION 
P. O. BOX 871 

SANTA F E . NEW MEXICO / ^ 

<2¥<>7 

November 7, 1962 

Shell Oil Company 
P. 0. Box 1200 
Farmington, Hew Mexico 

Attentions Mr. F. W. Nantaker 

Rei Cabezon Unit 
Sandoval County, 
Hew Mexico 

Gentlemen: 

This is to advise that the New Mexico Oil 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 Geological Survey and the Commissioner of Public Lands 
of the State of Hew Mexico. 

Approval i s granted with the understanding that Shell Oil 
Company will take steps to terminate the Cabezon Unit i f 
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 

cct United States Geological Survey - Roswell 

Commissioner of Public Lands - Santa Fe 



0^ 
SHELL OIL COMPANY 

Post Office Box 1200 
Farmington, New Msxieo 

October 2k t 1962 

Subject; Cab~zon Unit 
Contract No. 1^-08-0001-7820 
Sandoval County, New Msxieo 

Director, 
United States Geological Survey 
Washington 25, D.C. 

Through 

Supervisor, 
United States Geological Survey 
Drawer 1857 
Roswell, 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 
Oil Conservation Commission. By this letter we requested a six-month 
extension of time i n 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 k f 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 
d r i l l i n g of a second well i n the proposed Expanded Unit Area, but due to 
the unfavorable economic outlook and to the inauspicious time for auction­
ing our offshore acreage off Louisiana last Marehj our company finds i t s e l f 
strapped for money to do exploration d r i l l i n g i n the Rocky Mountain area 
when i t is so heavily committed in the Louisiana offshore area. Consequently, 
we have been trying to promote this well by the use of outside capital and 
have to date found some encouragement. 



Director, 
United States Geological Survey 
Through 

Supervisor,, 
United States Geological Survey 

In discussing this matter with Mr. Anderson in Santa Fe* we. 
pointed this out to him and he suggested that we ask for an additional 
six-month extension on the Cabezon Unit with the provision that should 
we f a i l to secure the d r i l l i n g of this well within the additional six-
month period,, we w i l l take the necessary steps to terminate the Cabezon 
Unit. 

FWNsBG 

Very t r u l y 

W. Nantksr 
Division Land Manager 

Six-Month Extension Grantedt 

Date 

Acting Director 
United States Geological Survey 

cc - State of New Mexico 
Commissioner of Public Lands 
Santa Fe, New Mexico 

Six-Month Extension Granted: 

Date 

E. S. johnny Walker 
Commissioner of Public Lands 

cc - State of New Mexico 
Oil Conservation Commission 
Santa Fe, New Mexico 

Six-Month Extension Grantedi 

Date 

Alc^& 
A. L« Porter, Jr, 
Secretary-Director 



November 2, 1962 

Shell Oil Company 
P. 0. Box 1200 
Partington, New Mexico 

Res Cabezon Unit, 
Siiidoval County, 
Naw Mexico 

Attentioni Mr. Fred w. Nantker 

Gentlemen t 

The Commissioner of Public Lands approves an addi­
tional six month extension on the Cabezon Unit in which 
to d r i l l the second exploratory well on this unit. This 
extension would extend this obligation from December 14, 
1962 to June 14, 1963. 

Jf the obligation for drilling this well i s not f u l l -
filled within this aforementioned period i t is our under­
standing that Shell Oil Company will follow the necessary 
procedure to terminate the Cabezon Unit. 

We are returning one approved copy of your application 
for this extension. 

Very truly yours, 

S. 6« JOHNNY WALKER 
COHHISSIOHER OF PUBLIC LANDS 

SSW/mmr/e 

BYs 
(NTB. } Marian M. &ea. Supervisor 

Unit Division 


