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BEFORE THE
OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO
SEPTEMBER 30, 1959.

IN THE MATTER OF:

Application of Pan American Petroleum

Corporation for approval of a unit agree- CASE NO.
ment. Applicant, in the above-styled cause,
seeks an order approving its Northeast 1769.

Hogback Unit Agreement, comprising 10,572
acres, more or less, in Township 30 North,
Range 16 West, San Juan County, New Mexico.

L N N r P

EEFCRE ¢

Daniel S. Nutter, Examiner.

TRANSCRIPT OF PROCEEDINGS

MR. NUTTER: Next case on the docket is 1769.

MR. PAYNE: Case Number 1769. Application of Pan
lmerican Petroleum Corvoration for approval of a unit agreement.

MR. MANN: Bert D. Mann of Farmington, New Mexico,
representing the applicant. We have two witnesses.

(Witnesses sworn.)

J. Wo DURKEE, a witness, called by and on behalf of the
Applicant, being first duly sworn, was examined and testifig
as follows:

DIRECT EXAMINATION

BY MR. MANN:

Q State your name, please, and by whom are you employed%

d



DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE D

Q

Je W. Durkee, Pan-American Petroleum.
In what capacity?
Land management.

Have you worked with and are you familiar with the

unit agreement,the subject of this application?

A
Q
Unit?

A

Yes, I am.

Do you have a vlat of the proposed Northeast Hogback

Yes, I do. Each unit agreement has an exhibit at-

tached thereto, which --

Q
A

Would you state what this exhibit shows, please, sir?

Qur proposed unit covers 10,572 acres in Township 30
»

North, Range 16 West, San Juan County; the legend up in the upper

right hand corner represents the type acreage within the unit; the

green being Federal, brown being State, the blue Patent, and then

we have one tract there which has rather peculiar status; in some

lease it was reserved for San Juan Indian School, and at this time

the Navajos traded, or the Bureau of Land Management leased it out.

Q
A

Q

That is the tract in red?
That's correct, tract 34.

Has that proposed unit agreement been submitted to

the U. S. Geological Survey?

A

Q
A

It has.
And previously --

Yes, sir.
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Q -~ has the form of the agreement been submitted to

the Commission about the plan, the State of New Mexico?

A Yes.

Q Have they given the preliminary agreement on this?

A They have done so in writing.

Q Have the working interest owners of the lease in this

area all had an opportunity to join in the unit agreement?

A Yes, they have.

Q And have all of the royalty owners in the area had an
opportunity to join in the unit?

A Yes, they have.

Q What is the basis for sharing of production from the
wells to be drilled on this unit?

A In the event any of our exploratory wells are pro-
ductive, participating units will be formed around those produc-

tive wells, and particinating areas for Geological entrance, and

typed.
Q And the participation will be on an acreage basis?
A That's correct.
Q@ Are the two State leases in this unit area -- in what

respect are the interests of the State protected?

A There are more than two State leases, two State tracts
Ve feel the interest of the State will be served from a conserva-
tion standpoint, and the discovery production.

Q Are either of the wells that are proposed to be drilléd

5
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on this State acreage?

A In the event the unit is given final approval by the
State and Geological Survey, we will have Pubco commence the first
well in the Northwest corner of Section 36, which will be directly
on State lease E-8343.

Q Mr. Durkee, is there any manner in the terms of the
overating agreement in which the interests, there could be dis-
crimination against the interest of the State of New Mexico, or
any other royalty owners in the unit area?

A Not to my knowledge.

Q And this is equally applicable is it not, that there
could be no discriminaticn as to the various institutions of the
State of New Mexico which own the State's lands in this area?

Iy That's correct.

Q What is the -- What cost does the unit agreement
provide for in development and drilling of exploratory wells?

A We have drilled four initial exploratory tests; that
was the minimum that the U. 5. G. S. would grant us approval on.

Q Is there any way that this unit could be perpetrated
without discovery of production under the unit by wells vprosvec-
tively drilled?

A No.

Q Discovery is essential to the perpetration of the
unit?

A That's right.
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Q There are existing wells within the unit area?
A That's correct, producing from Gallup formation.
Q And the unit agreement does not provide that these

existing wells would verpetrate the unit?

A No, it does not, and Mr. Anderson of the Geological
Survey told me the only way the existing wells could ever be
brought in, in the event one of our Dakota wells were drilled
after the interest was approved, took vlace, is if it encountered
Galiun production, which could thereby establish a Gallup formation

Q After production of the new wells, and theexisting
wells, as far as the Geological Survey 1is concerned, they could
be brought into the unit?

A That's correct.

Q Was the exhibit, and the unit agreement, which we
submit as an exhibit, prepared by you under your direction?

A Yes, it was.

Q To what extent has the unit agreement been signed by
the various working interests on there?

A Percentagewise as to Federal lands, 66 vercent,
66.567 percent of the Federal land now committed. With respect to
the State lands, we now have 5.6, percentagewise.

Q That is 5.5 percent of the unit as a whole?

A Of the unit as a whole. Now, the State land renre-
sents only 5.666 percent of the total unit area that we have; all

out in that 5 acres.
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MR. NUTTER: On the Federal, do you mean H6 percent
of the unit, or the land?
A 66 vpercent of the unit.
MR. NUTTER: Then the Federal lands are committed?
A Yes, sir, the percentage on Federal basis would be

79 percent.

Q (By Mr. Mann) Cf the Federal acreage?

A Yes, sir.

Q What is the situstion as to fee lands?

A That is changing day to day; we Jjust got word a few

minutes ago that we got one more tract committed; the fee lands in
the areaconstitute a total of 59.2970 vercent, and at this time
we have approximately two and a half rercent committed, meaning
about half the field.

Q@ By committed, you mean both the interest owners and
the royalty owners in that area?

A That's correct.

Q And of the total vercentage which can be committed
to the unit at this time, in light of this unleased Indian reserve
acreage, what is it?

A 9L .8562 percent is the maximum that can be committed,
in view of that one tract.

MR. MANN: I believe that's all.

MR. NUTTER: A&ny questions of this witness?
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CROSS EXAMINATION

o PAYNE:
Q Mr, Durkee, can you figure out what percentage of

e working interests are committed, that is in the entire unit?

A In the entire unit -- just a moment, sir; 7€.347
percent.
Q Thank you, Mr. Durkee, is there more of Sections

14, 21, 38, and 23 than is shown on the exhibit, do they extend
further to the West?
A It is my understanding that that portion of acreage
that has a red line represents the Reservation boundary.
q Indian?
A Indian, tribal.
MR. NUTTER: And do the sections actually extend
into the Reservation?
A I understand they do.
Q (By Mr. Payne) That is the vportion of the sections
not within the Reservation?
A That's correct.
MR. NUTTER: Does anyone have any further questions
of Mr. Durkee? |

GUESTIONS BY MR. NUTTER:

Q Now, this v»lat describes, Mr., Durkee, describes this
portion of the acreage which is outside of the Reservation?

A Yes, that's correct.
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Well, now, how is the acreage described that is in-

,
\

12 Reservation, are there some lots on there also?
6-6‘ That, I do not know; we have not investigated that
we did nct feel it was important in this particular issue.
Q What you are really after is just including that
on of those four sections -- I guess it is five sections,
uding the Navajo, isn't it? I mean, number 15, is it the
ajo in any --

A No, sir, it is not; the Navajo boundary continues
North there, due North, rather than --

Q So what you are after is only the inclusion of that
section of 16, 21, 28, 33, which lies East of the Navajo Reserva-
tion boundary?

A Thatts correct, sir.

Q Mr. Durkee, the unit agreement describes Section 21
as being lots 1 through 16, inclusive, or all? --

A Well, infortunately, I cen't --

MR. MANN: If the Examiner, please, I think that is
just an irregular section, because they stopped the survey at that
boundary. It is apparent what happened, or they wouldnt't be des-
cribed as lots at all.

MR. NUTTER: I was wondering if they nad a lot of
lots coming through the East side of the Heservation ares, and
some on the West side. It appears there are some sections ocutside

of the HReservation lines.
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A That's correct; you see it cne way, and then another.
I am not just exactly sure what the victure is outside of the
Reservation, and those on the East side, which is what we are
presently concerned with, which are taken from the Federal volats,
which are prepared under the supervision of the Government Land
Office; well, the records toc that plat is right at the lefthand
corner of the map, the survey of December 3rd, and the previous
survey June 25, 1910.

MR. NUTTER: Any further questions of Mr. Durkee?

de may be excused.
WAYLAND ROBERTS, a witness, called by and on behalfl

of the appolicant, having been previously sworn, was

examined and testified as follows:

DIRECT EXAMINATION

BY MR. MANN:

Q Would you state your name, and emvloyment, please?
A Wayland Roberts, Pan American Petroleum, Farmington.
Q What is your position with Pan American?

A Presently I am area geologist in charge of the San

Juan Basin.

Q Have you vreviously testified before this Commission?
A No.
Q Would you briefly state vour education and profes-

sional qualifications?
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A Well, I received my Bachelors degree from Texas
>hristian University in 1950, and immediately went to work for
Pan American; during the last nine years, I have worked as a
geologist at Midland, Roswell, Fort Worth, Albuquerque, and now
Farmington District offices; and the past five years I have been
dealing primarily with the San Juan Basinj; and the past three

vears I nave been classified as an area geologist in the San Juan

Basin.
MR. MANN: Are tﬁe witness' qualifications acceptable]
MR. NUTTER: Yes, sir.
Q (By Mr. Mann) Are you familiar with the geology of

the area of the apolication?

A Yes, sir.

Q Would you refer to what we will submit as Applicant's
Exhibit 3, and state what it shows on that exhibit?

A Well, this exhibit shows that provosed unit as out-
lined, which 1is outlined in red; here we have subsurface structure
contours up on the Gallup sand dipring in this direction; we have
relatively flat dips behind the Hogback monocline. As we avbproach
that monocline and we go to 50 foot,the dips range frorm 20 tc 30
degrees, and then they begin to flatten out and diverge on out
t.o the San Juan Basin.

Q What is indicated by the hatcher sections on that
map?

A We have three prospects in the cretaceous sections

>
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that will be penetrated. The Dakota constitutes a prospect over
the entire unit area; we got these in descending order, tnese ~-

Q Is the brown hatched --

A The brown hatched line here is a line where we think
that the Mesa Verde group would be productive, as it approaches
the Hogback monocline; the green hatched line as you will note
parallels the black line monocline, and the estimated extent of
the fracture dip production; the red hatched line in a North and
West-Southeast direction across the North end of the proposed
unit, is the estimated extent of the Gallup sandbar prcduction.

Q What is shown by the red dots on this exhibit?

A The red dots, the big red dots are the four proposed
Dakota wildcat locations, and there is one that is not red.

Q For the benefit of the revorter, will you state the
locations?

A he first oroonosed well that we plan to drill is in
the Northwest quarter of Section 3%; and then devending on rig
activity, the second and third and fcurth wells will be drilled
the second well a lot more than likely will be drilled in the
Northwest quarter of Section 243 the third well in the Northeast
quarter of Section 25, and the fourth well in the Northwest gquar-
ter of Section 22.

MR. NUTTER: The third well was going to be drilled
vnere, Mr, Roberts?

A In the Northeast quarter of Section 15.
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MR. NUTTER: 157
A Yes, sir.
Q (By Mr. Mann) In your opinicn, is the entire unit
area probably productive of oil or gas?
A In my opinion, the entire interval, or entire unit
area offers potential from one or more of this cretaceous sand

that will be encountered by the four proposed tests.

Q Is it your ovinion that the productive limits of the
protective pool will extend to the -- what has been beycond that?
A I feel that the outline we have here reasonably

limits the expected productive limits of these certain types ofl
stratographic traps, but for these reasons, the San Juan river,

as you approach the site down here, is cutting through the Mesa
Verde, and even goes so far to cut it tnrough the Chaco Canyon,
which in my ovinion would reduce the mobility on your direction;
of course, we got established to the North, which continues quite
a ways, but in my opninion, these lines, these shaded areas reason-
ably depict the limits of anticipated production.

Q@ I notice that in certain instances the shaded areas
extend outside; could you tell us how the particular unit boundary
was selected?

A Initially, we discussed this with Mr. John Anderson
in Roswell, and we showed him our geology on the vrospvect, and
showed him that as we went West from this Hogback monocline, which

is your major structural feature in the sense of tne unit, as you
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went West you began to pzrticularly have a pickup of your more
gentle dips westward to the unitj where you go on the East side

of the unit, the South limits of the unit were limited by the
presence of the San Juan river, and the Navajo Reservation, es
well as this West limit here, established vproduction limited as

on the North side, and protably more important than that, Mr.
tnderson outlined this and said this 1is the area he would recommend

f'or approval.

Q You do have the vreliminary approval of this pronosed
unit?

A Yes, sir,

Q What are the proposed tests -- well, what formations

are they to test?

A In drilling the four proposed test wells, naturally
these wells on the western side, on the side of the monocline,
viill encounter the entire cretacecus section which will be 2,000
feet, it will increase raonidly, which will be 2,00C at the South-
east corner of the unit, maybe 5,000 feet in deonth. In drilling
the five wells on the Dakota, we will encountoer three major pros-
pects in the area, your Dakota, your lowermost zone tc be perne-
trated offers vpotential from two type traps, mainly a primary
stratograpghic trap due to variation in pathology and terminolcgy,
and the acreage in the monoccline, and a second stretograpnic trap
caused by the infiltration of fresh waters {rom the outcrop ap-

sroaching the Hogback monocline giving us enough stratogravnhic




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 14

potential in the Dakotas? that is evidenced by a good gas show in
the Hoover in Section 23, and the predominant indications of
fresher waters behind the Hogback and typically saline waters in
front of the Hogback. Up the section from the Dakota, we en-
counter the Galluv, which again offers two tyves of stratograpnhic
traps, the fractured type, delineated by the green hatcher area,
and closely associated with the Hogback monocline and the sandbar
type tran, normally referred to as the Horseshoe Canyon trend
coming across the East end of the proposed unit; moving up the
section, we encounter the Mesa Verde which produces the lMesa --
wnich incidentally, the Mesa Verde grouvp composes in most vart thi
steev monocline that is present through the interval. So moving
Lo the Southeastern part cf the oproposed unit, we feel that the
Mesa Verde would offer some potential from two types of traps,
essentially the same as those discussed from the Dakota primarily
rom the change and secondary stratographic traps due to a water
block caused from fresh water coming through the upcrop.

Q Mr. Roberts, does your testimony today, on this
exhibit you have prepared, vary from the geological report and
the plat submitted to the Commissioner of Public Lands when this
aoplication was originally submitted several months ago for pre-
liminary approval?

A Essentially, the geologic prospects do rot -- has

not changed. We have had to alter slightly the position of some
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cnticivated areas of production due to additional dril

T
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nas developed since the preliminary approval; one of the main
changes that has occurred has been the changes of the locations.
Originally, we had plannad our initial test up in the Northwest
quarter of Section 13, these people up here have elected not to
join the unit. We hawmoved further down the unit orover, and
planned the well in the Northwest quarter ol Section 24 initially,
correct. The second test remains as it was originally presented.
The third test was originally planned to be drilled in the South-
east of the Northwest of Section 22; we have moved it diagonally
to the Northwest quarter of 22 %to diageonally offset a State tract.

The fourth test down in the Scoutheast vart of the unit was
originally vplanned in the Northwest quarter of Section 353 it has
been moved a mile East to be located directly on a State tract.

Q Have there been wells drilled in the unit area?

A There have been, since the preliminary approval, we
have had Gallup wells drilled in the northeastern vortion of the
unit.

Q Were those wells drilled with the consent of the
United States Geological Survey, in the light of the fact that
there was a pending unit agreement?

A Yes, sir, it is my understanding, I do not know
whether it was written or verbal, but we discussed the dilemma,
and that we had in -- keep from moving toward us, {rom the unit
in the working, and the United States Geological Survey said,

"Go ahead and drill your wells, and then we will work that out




DEARNLEY-MEIER REPORTING SERVICE, Inc.

PHONE CH 3-6691

ALBUQUERQUE, NEW MEXICO

PAGE 14

waen we get the four exploratory wells down."™ As Mr, Durkee
tastified, none of these wells would be included in a precivnitating
area until production is established from one of the wells that
was drilled after the unit has been given final apvroval.

Q In your ovinion, will the four oprovosed htest wells
zive an adequate exploratory test of the unit or area for deter-
mining the probable productivity?

A Yes, sir.

Q In your opinion, will the development and oreration
of unit area as a unit, tend to promote the conservation of oil

and gas for the best utilization of reservoir energy?

A Yes, sir.

Q Will the granting of this application prevent waste?
A Yes, sir.

Q Was this exhibit prevared by you?

A Yes, sir.

MR. MANN: We would like to offer the Unit Agreement
as our Exhibit 1, or however you have it marked, our Unit Agree-
ment as our second exhibit, and this other agreement --

MR. NUTTER: Pan American's Exnibits 1 throush 3 will
bte entered in evidence, without objection.

MR, MANN: That concludes my questions.

MR. NUTTER: Does anyone have any questions of the

Wwitness?
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CROSS EXAMINATION

BY MR. PAYNE:

Q Mr. Roberts, are there ary producing wells in this
unit area, except these wells which are completed in the Gallup
up in the Northeast portion?

A No, sir.

Q Now, if you do get production from these proposed
test wells, and establish a participating area, will the Gallup
where these wells are currently completed, come into a partici-

pating area too?

A That is my understanding.

Q But not until you do get production?

A Not until we establish, right.

@ So if none of these test wells that you vprovose here

get production, then what happens?

A Then the unit will be pervetuated by additional
cevelopment, additional wildcat drilling, I supvose.

Q And that wouldn't result in any plans, and the thing
would be developed, it wouldn't tecome any varticipating area
then?

A That is my understanding.

MR. MANN: T believe, if it nlease the Court, the
testimony 1s that the United States Geological Survey has said
rot only will the other wells have to get production, but they

will have to get production in the Galluvp before youa can form a
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varticiponi s area to include those in the Gallup participating
cred.

MR. NUTTER: Then they will be -- continue to be
overated by thelr present owners until sucn a time as other Gallup
nroduction is obtained in this area?

MR, MANN: That's right.

MR. NUTTER: Any further questions of the witness?

e may be excused. Does anyone nave anything [urther to offer in

Case 17697 We will take the case under advisement.
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STATE OF NEW MEXICO )
) 88,
COUNTY OF BERNALILLO )

I, G. R. GCONZALEZ, Court Reporter, do hereby certify that
the foregoing and attached Transcript of Proceedings before the
New Mexico 0il Conservation Commission was reported by me in
stenotype and reduced to typewritten transcript by me and/or urder
7y personal supervision, and that the same 1s & true ard correct
record to the best of my knowledge, skill and ability.

WITNESS my Hand and Seal, this, the 1Cth day of November,
1959, in the City of Albuquerque, County of Bernalillo, State of

New Mexico.

G. R. GONZALEZ,0Coust Revorter.
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