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___LEGAL NOTICE |

NQTICE OF PUBLICATION
STATE OF NEW MEX)ICO
OIL CONSERVATION
COMMISSION

‘The Btate of New Mexico, by its
Clil Conservation Commission,
“hereby gives notlce, pursuant to'
-law, of the following public heat- !
Ings to be held February 17, 1948, :
‘beginning st 10:00 oclock a. m.:
on that day In the City of Banta
Fe, New Mexico: !
.STATE OF NEW MEXICO TO:l
“All named parties in the following '
{ _cases, and notice to the public: |
: Case No. 128 :
:__In the matter of the petltion
.~ of Bouthern Union Productfon'
+ Company for an order fixing
! the spacing of wells fn the Kutz;
. Canyon and PFulcher Basin gas:
. llelds of San Juan Counly (as
< they may be extended) on the

basis of one well 10 a8 drilling:

unit of  approximately - 160

acres . with snltable provisions:

for ‘any related matters ineclud-!

ing special approval of unor-}

thodox ~ well "locatlons where

necessary, ‘ o

OHlven under the seal of the Oil
Conservation Commission of ‘New
Mexlco, at Sants Fe, New Mexico, !
U January 26, 1648, ‘ j

STATE OF NEW MEXICO
- OIL CONSERVATIO .
: COMMISSION o !

. Published tn Farmington Times Hus- [
.: tler." Farmington, New Mexico. g
'lFrlday, Jan. 30, 1948, ]
B .o

PROOF OF ” UBLICATION

6@
$tate of New M o,
County of San suan—ss.

G. L. Butlov

P LT
............

being first duly sworn upon his oath
deposes and says:— That during t.he
{ime of the publication of the notice
hereinafter mentioned, he was the

Manegser

of the FARMINGTON TIMES HUS-
TLER, a weekly newspaper published
at Farmington in said County of San
Juan and State of New Mexico; that
the notice of

of which a printed copy taken from
said newspaper is hereto annexed, was
published in the regular issues of said
newspaper once in each week for

R <) (1 N sATEOVERE

weeks; that the date of the first pub-

lication thereof was the -30&)1_.8_--
/ey

day of JJ 194

and the date of the last publication

thereof was the___3CGtH ____ day of

LJanuery 08
said newspapér is published and of
gener_avl circulation in said county, and
is a legal newspaper qualifiet to pub-
lish any notice required by law to be
published. o

Receipt is hereby acknowledged by
the publishers of payment in full for
publication of the above mentioned
legal notice.

atiid

| 4{1/, ; oy

e Fobi 24, 1058

e




17 too, R B

{ . )

BEFORE THE.OIL CONSERVATION COMMIZSION OF THE
STATE OF NEW MEXICO

I THE VATTER OF A H2ARING CALLED
BY TilE OIL CCHSERVATION COMMISSION
OF THe STATE OF NEW MEXICO FOR THE
FURPOSE O CONSIDERING:

CASE KO. 126
ORDEPR NO. 748

© IN THE MATTER OF THE PETITION OF THE

. SCGUTHERN UNION PRODUCTION COMPANY FOR AN

. ORDER FIXING THE SPAGING OF WFLLS IN THE

- KUTZ CANYON~-FULCHER BASIH GAS FIELDS OF SAN
© JUAN COUNTY (AS THEY MAY BE EXTENDED) ON THE
- BASIS OF ONE WELL TO A DRILLING UNXT OF AP-
- PROXIMATELY 160 ACRES WITH SUITASLE PROVIS~
- ICNS FOR ANY RELATED FATTERS, INCLUDING ;
. SPECIAL APPROVAL CF NCHCONFCEMINC WELL LC- i
. CATIONS WHERE NECESSARY, :

ORDER OF THE COMMISSION

| BY THE COMMISSION:

© hearing in Santa Fe on February 17, 1948, to consider the petition of Southern
¢ Union Production Company for the adoption of an order fixing the apacing of

i wells hereafter drilled in the Kutz Canyon-Fulcher Basin gas field, San Juan

i County, New Mexico, and related matters; and

WHEREAS, after due notice as required by law the Coumission held a publie n

: WHEREAS, the Commisaion having considered the evidence adduced at such

3 hearing, pertinent information otherwise available ir the Commission's records,
i the statements made and viewpoints expressed by interested parties at or in

¢ connection with such hearing.

% : FINDS, from the evidence adduced: - |
? v u§i R That the Kutz Canyon and Fulcher Basin gas pools are productive of
, natural gas from the Pictured Cliffs sandstone formation, that such pools are
'cont tguous and from all information available to date appear to be one con-
tiwaous £as producing area or pool in the Plcotured Cli?fs sandstones

:j B. - ‘fhat such pool has produced natural gas for more than 15 years, dur«~
ing which time the average of well-head pressures has declined approximately
200 PeSeIe gauge,

i Ce That by reason of rules of this Comeission previously applicable to

. the pool, of the general practices of certain operators in the area and of

: policies of the U. S. Geological Survey, a fairly wniform apacing of one well
s " to 160 acres has heretofore prevailed throughout most of the pool;

i De That one well will, in view of preaent evidence, econom’ tally and.

¢ effectively drain the recoverable gas from at least 160 acres »f the pool,
and, accordlngly, that more dense spacing in the pool may be conducive to
.waste and will unnecessarily increase the costs of development and production.

iﬁ: 5
B
24

e
i

f Ee. That for wells hereafter drilled, a general spacing pattern of one
i centrally located well or a unit of 160 acres, substantially in the shape of
>na square, i3 required to protect the equities of those having interests in
! walls heretofore drilled on l60=acre tracts, for which general spacing pattern
‘tbe pooling of properties should be encouraged when necessary;

i+ Fe That the gas productivn area of the pool is likely to be aubatantial-'é
ly nore extensive than the presently developed portion thereof; ‘

' Ge That waste will result in ths drilling of wells in the pool, unless
special rules and regulations are adopted for the prevention thereof; and




5w, o {

He [hat, while the Kutz Sanyon-kFulcher Yasin cags field has been comar- ;
- elally prodoctive for aore Lhan 15 years, 1t has not been subjecl to coovper- ;
ative action represantative of the Intersst of all tio opgrators or lawsse
holdars within the area during that periode In addition, properties, holdingy
cand/oe leaues of anp undoterained number of small landowsers or lease-holdors,
whose total acreape is sither less than 160 asrss ov includes portiong of 160w
o acre tracts, still exist within the pool boundaries, as herveln defined, The T
- number of sueh holdings will be likely to increase as tha pool bountariss are
- extended by subsoqusnt drilling,

‘ THEREFORE, 1T IS ORUMED thav, eflactiva on the dale »f this order, the ‘
following vules and vegulations shall apply bo wells hereafter drilled or come |

L PO U1 veconipieted 10 Whe Iiclurcd CIALL posl dn the ¥nts Coryrenaialahar

' Basin area, dafined below, in addition to the Commizaicnls applicable rulss, :

© regulations and orders hevetvofors or nevazfter adopled to the extent not in :

© conflict herewithy

: gestion 1o No wall shall be drillad or compieted or recompleted, and no !
: Hotice of Intention to Drill or drilling perait shall be approved, unless {

{a) 8such well be locgtad on a designated drilling
unit of not less thau one hundred sixty (160) i
acres of land, wovre or less, according to legal. :
gubdivisions of the United States Land Surveys,
in which unit all the interests are consolidated

vy pooling agrsement or otherwise and on which
no other well is completed, or approved for
completion, in the poolj

. (b) such drilling unit be in the shape of a square {
‘ except for normal variations in legal subdivisions «
s of the Unlted Stebes Lands Surveys; and

{c) such well be located on its drilling unit at a

i distance from the unit boundaries of not less
i ' than nine hundred ninety feet (99C); provided,
i£ such proposed new well is to ve an offset
to any then producing gas well completed in
the pool, or the drilling of which has authorw
ized prior to the effective date of this order,
located on an adjoining unit in wihich the in~
: terests are not identical wit:: those in the unit
B propossd to be drilled, such proposed well may

i be located and drilled offsetting the existing
well and a8 close to the common unit bovndary
line as the well to be so offsst,.

Section 2 Any provision herein to the contrary notwithstanding, the
Commnission may, and in proper cases will, on petition or on its own motion,
by ordar entered after notics and hearing to the extent required by law, grant
axceptions and permit drilling locations  to becowe effective, thereby author-
izing the drilling or completion of wells in the pool not conforming to the
requirements of Section 1 above if the Commission shall find that the property
sought t0 be drilled would be deprived of an opportunity to produce gas from
the pool in the absence of such exception, and shall also find one or more of
the following conditions to exist:

(a) that consolidation or pooling of the property
sought w be drilled with necessary adjoining
land, nctwithstanding diligent afforts made in
good faith, is impossible or impractical;

D S R LR Es

;! : (b) that the property sought to be drilled is located

. - within a then developed portion of the pool and
its non—-conforming size or shape is due to the ad~
Jjoining developed properties in the pool;

0 (¢) that becauss of the nature of the terrain, location
: of the proposed well at a lesser distance from one

! of the outer boundaries of its drilling wit should
be permitted; or

W.N.M.C.F. MICROCRAPHTOG 1



that hy reason of the location of the proparty
to he drilled along the southwest or northeast
{lank of the daveloped portion of the area, it
appears improbable that gas can be produced in
paying quantities if the well conforms to Section
1, in wiich case the Comaission may modify the
requiroments of Section 1 as o such well to the

exient it deems nacessary.
Irrespoctive o such findings, if the Comsission zhall find that by reason
of a1l circumstances an exception is proper in the preventicn of waste, or
widue drainage betwoen propexties, or otherwigs in tha exercise by the Conme
tanlam o8 21a ; ted ol addan Auan tha nn«:ninn of wells or its other povers con"'
ferred by law, express or implied.

IT I3 FURTHER CROERED that, in accordance with mconmeniatiéns of the

hovihwestarn New Moxico Nemenolature Commdttee approved and adepted by thia ;
Commigsion, the Pictured CMTL gas producing pool in the Xutz Canyon-~Fuichsr
£agsin ares, to which this order applies, is defined to include the following !

desoribed land in 3an Juan County, New Mexico: 1

AL T S T St T B T T R T

Township 27 forth, Hsnge 1O West
SQCO 3 c‘

Secd. 4 & 5 ALl
Towrahip 28 Nerth, Range 10 West
63080 T &8 AlL
Ssce 15 ‘ W/2
Secs. 16,17,18,19
20,21 All
Sac. X2 © /2
Sece 27 W/2
Sees. 28 29’30,31,

Sece 34 u/2

Towaship 28 North, Range 11 West
Secse § Iﬁm iz

14,15,18,22,23,24,25,26  All

Township 29 North, Range 11 West
Secs. 6,7,8,16,17,18,
19,20,21,22,26,27,28,
29,30,31,32,33,34,35,

36 All

Township 29 North, Range 12 West
3803. 1 2 3,1,3’6 9’
10,11,12,13,14,15,23,

24,25
Tormship 29 North, Range 13 West
§GOOT ALl

Township 30 North, e 12 West
Sec. 19 : Hf -

Sece 20 - s/2
_ Secs. 26 27 28 29
30,31, 32 33 34 35,
36 ALl

Townshi 30 North, Range 13 Wast
Sacse IE 25,35 T.'f i

All additional lands located within one-halr {1/2) mile of any land in the

i pool as defined or as it may be extended shall conform to these rules and -
. regulations; provided, however, that such pool shall in no event be extended
i 30 as to include any lands now or hereafter included by the Commission in

i some other producing area formally designated as an oil or gas pool in the
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- Pictured Cliffs, provided, further, by order of this Conmission the ool may
be redesignated from time to time so as to exbrace other lands in the vicinity |
which are believed, on the basis of additional developments, to bs capabls of

- producing gas from the Kutz Canyon-Imlcher Hasin pool, whether or not such

i other lands shall have been at ons time included in another designated field

‘ or pool producing from the Plictured Cliffs.

Pntered and adopted by the Cil Conservation Comnission this 22 day of Juns
1948,

‘ | SPATE OF NiW MEYICO ‘
- 01L coz,fs%atmzon COMMISSION

A
Y

1 ™
CHATRIAN /-

MEPBER .
)

O

SECRETARY




Aprll 5, 1948

CASE NO. 126, Southern Unlon
Production Company.

MEMORANDUM

Testimony shows that in Fulcher Basin-Kutz Canyon,
San Juan County, that therc was an original rock pressurec
of 585 pounds as of 1927 and 1928. A pressure survey in
1947 showed that the average rock pressure of gas ©o be
385 pounds, and it is indlcated that since 1947 test the
gas pressure has declined from the average of 385 pounds.

Certaln wells, some of which have been drilled during
recent years, are shown by chért to be below the original
585-pound pressure, but slightly ebove the 385-pound
average of 1947, Evidence was submitted to the effect
that approximately one-third of the gas of the field;has
already been taken'out;

Upon the plat or diagram submitted there are "two
sinks" indicating roughly the two old fields. In these tlie
.pressure is down to about to 350 pounds., ‘Some of the
recent wells drilled showed the pressure of between 400 and
500 pounds, which is below the pressure inh the Feasel Well
to the northwest end of the fileld which has 565~pound
pressure indicating that the closely drilled wells has
caused pressure decline,

The petitioner offered in evidence the results of an




Pare 2,
Casce No. 126,

Interferencoe test covering seven wells on a 180-acre spaclng
to substantiate claim that there was gas draihage across
-160 acres, The test cohsidted ol Walker Woe 1, VWalker

No. 2, McGrath 1, 2, and 3, Kattler No. 1, and Hudson No., 2
wells, All were shut 1in for twelve days, then all except
Walker No. 1 were put on production agalinst a 1ine pressure
of 261 P F I. Thereafter, on the following day, the

s1x surrounding wells wers taken off the gas line and blown
- to the alr, with the Walker Nc. 1 continulng to be shut in.
A recording pressure chart on the wellhead of Walker No. 1,
the shut in well, showed a considerable gain in pressurse,
oxplalned as the ﬁormél build up. Pressures on the third am
fourth days continued this build up. Oon th: fourth day,
the six surrounding wells were put back on production.L on
the fifth day, the pressure of Walker No. 1 fell back below
because of previous delays, thus indicating pressure inter-
ference., The average pressures dropped 1.8 pouﬁds'ﬁressure,
(not large but petitioner urges that in conaideration of
other reservoir factors is conclusive for a materlal
drailnage under lSO‘acréa). The drop-back was about two:
pounds., Figures submitted were that the porosity of the
Pictured Cliff was about 204, estimated from about 20 core
sampies. The englneer calculated that under 160 acres under
orlginal pressure of 585 pounds that there was an approximate

1,878,000,000 cublc feet., The rfield would not be any good




Memorandum . Page 3. Case No. 126,

after the pressure goes down to 150 pounds, figured about

72% of the initial gas in place

S

~ W.N.M.C.F. MICROGRAPHICS




Sex B7/
BFFORY THE
OXL CGONSERVATION COMMISSION

SANTA FE, NEW MPXICO

Btate of How Mexico toi

All namod parties in the folloving case,
and notice to the publicy

GASE NO, 126

In the matier of 4ha patition of Southorn Union Produation
Company for en order fixing the spacing of wells in the
Kutz Canon and Mcher Baain gas flelds of Jan Juan County
{us they may be extended) on the basis of ons well to s
drilling unit of approximately 160 acras with suitable proe
vislons for any velated matters ineluding spocial approval
of vnorthodox well locations where nacessary,

BY MR, WILLIS LEA; Attorney for Southern Union Preduction Company.

If the Comaimseion please, for the Petitioner we have Villia.Lea of Dallas
and Manuel Sanches of Santa Fe,

This 1{& a petition of the Southern Union Produotion Company for an order
of the Commlasion to fix a spacing program ir Kutz Canon and Fulcher Baain,
We have referred to them as two flelds and it may be two flelda, however,
more regent drilling has developed the fact that the fields sre contiguous,

[ believe our svidence will indiocate, for practical purposes at least, the
fields are ons,

This problem of spacing has been handled rather satisfactorily heretofors
because of seversl vell kmown facts, During the war the P, A, W, had a
spacing program of 160 acres, and this Commission conformed to it, Prior to
that the astivity in the area did not seen to requirs any partiondar spacing,
Shortly after the war the 160 acre rule of this Commission applicable to that
aree was resoinded, with the result that the general spaoing rule whiech I
belisve is 40 aores, with wells to be drilled 530 feot from lesse boundary lines,

;\haa prevailed, This is an economic problem, We all know in a given reservoir
‘. “there is only so much gas and only so much can be commercially extracted, This

field im 20 yeara old, the first well vas drilled in 1929; it has developed
sometimes graduslly and sometimes rapidly, The facte the Southern Union Pro=
duotion Company has accumulated over the years as one of the oldest operators
are available to us, The Company has made its own study of spaoing and what
is the proper spacing in that area, This is no oil area unless you want to
call the o1l turned up in the sc=-called Farmington series,

It may be one or more of the wells might commercially produce oil from
the Farmington. In faot, I know of no well that is producing oil in this
immediate area, We have & gas problem, Ve recently employed Mr, Earl
Nichols of Dallas to teat cur figursas and reach his own conclusions; for the
benefit of the Commission and otheras interested as to what is & proper spacing
unit for that fleld, His concluaions go not only to the area which a well
will drain, but also go to- the question of the economics of drilling on the
160 acres as oppossd to some smaller spacing units, I don't think we have
a pro-ration problemj it is not our view to do that, We have peculiarly a
spacing problem,The wells in that area that have been drilled today hage been
connected with & pipe line, The gas oomes to Santa Fe and Albuquerque, If
there are any exceptions I don't believe I know of them, and if there are
the wells must be receantly completed and pipe line sonnection in the process
of being made, As we all know, gas is maintained and ueoeasarily so from ’
other areas; some of i% comes from Barker Dome,

=)le




(After being duly sworn Mr, Farl Nichols and Mr,
Van Thompson teutit‘iad as follows) \

MR, LEAs
Mr, Nichola, atate your name for the resord,
MR, NICHOLS:
Earl Niohols,
Q. You live in Dellas, Toxas?
A, That 1s right,
Q. What 18 your profeassion?
A. Petroleum Engincer,
Qe You are actively engaged in that profession at the present time?
That 4a right, eonsultant,
| Q. For how long? |
A, As oonsultant or pstroleum engineer?
Q. Potroleun enginsear? |
A, Bince the first of 1938 = about 10 years,
Q. What has been the naturs of you:r expr.ience since 1938?
A. I spent about thrse years with Carter 01l Company in Oklahoma,

- during that time they put ms through the training program -

., gasoline plant work, roawch work in chemlieal laboratory, field
engineering, ‘office and inventory courses = a little bit of every=-
thing, th3y:felt a Petroleum Enginser shounld have. After I left
Carter I worked for Phillips in their research departwment for s

short while; then with Core Laboratories, Inc., in Dallas, I
worked for them about 6} years as manager of the reservoir fluid

analysis dapartment,
Q. You have had experience in the study of resarvoir conditions?

A, Primrily that has been the blggest majority of my work,
Q. Included the study of reserves and ‘porosity?

A. That is »ight,
Q. What is your educational backgroumd?

A, I received ny degree from Texas Christian University, major in
. physics and math, a small amount of graduate work in physics from
the Washington University in St, Louis,

o 'Q. Have you been employsd by Southern Union Production Company to make a
2 study of statistics and oonditions applisable to Kuts Canon-Fulcher Basin?

A, That is ri(ht.

Q. Is this the first time you have been c-ployed by Southern Union Prcduction
Gonpuv?




A, That 1s right,

Q. Wsre the Companyts data wmade avallable to you in so rar as they apply
to these flelds?

A, Yes, they gave mo all their data,

Q. Did you find those data o mplete or not for your purpose in making
the required study?

A. Yes,
Q. How many wslls located in these areas?
A, Approximsately 77.
Q. Dovyou know when the first well was drilled? |
A, T dontt haye that information, |
MR, VAN THOMPSON: |
The first well was completed in 1927 or 1928,
Q. What would you say 10 have been the initial fleld pressure in that area?
MR, NICHOLSt
In the order of 585 pounds, might be some variation ome way or the other,
Q. 585 pounds Virgin Rock Preasure? ‘ ‘
A, Xes, sir, _ |
Q. From your study of the present conditions of that area what do you find
to bse the arithmetlissl averags of pressures prraently preveiling in wells
completed in that area?

A, A lot of the work was based upon the last presswre survey of
April 1947, The arithmetic average wressure at that time was 385 pounds,

Q. As opposed to 585 pounds originally?
A. That is right,

Q. Would you state whather or not the pressure ia likely to have declined
- under 385 pounds sinoe the last test in April of 1947%

A, I think it is reasonable to assune that it would have - yes,
Q. In oonnection wvith these pressures, have you prepared a chart showing
graphically the initial field pressure of approximately 585 pounds as compared
" with the average prevailing pressures in this field by years and also showing
the initial well-head preasures of certain v*lla moTe recently completed in
that area? A
A, I have,

Q. Is tals the study you refer to? (Presemted charts)

A. Yen, it is.
Q. Will you pleass stats vhat that maans for the benefit of this record?

3=
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A, This partiocular compilation of data 1a divided into two areas,
Kuta Canon and Fulcher Baain, In tho Kutz Canon fleld the averige
arithmetio pressure ir ‘he wells producing at any given time has

been plotted versus thu timo in years, that is the lower broken line
near the middle or bottom of the page, The upper dotted line is8 a
flat line showing approximately the initial pressure of the field,
Betweon these two lines some of ths wella have been drilled later in
the life of the fleld, Some of them have beon drilled during the

last yesr, and the pressure in those wolls {s spotted in the proper
position, The pressure on those wells does not 1ie near tha 585 pound
ut between the 585 pound line and the average field pressure, A line
has been drawn through these new wells representing an average of their
pressures,

Qs 18 1t approximately one-half way bestween?

A, Yes, Not any individual well, but groups of wells by averags,
and it 1lies approximately one-half way between, There is a dafinite
indication that In thoase areas where these wells have been drilled
there had besn pressure decline from the initisl pressure, indicating
you had preasure reduction out there previous to those wells having
beon dvillad, The same would apply to Fulcher Basin,

; Q. VWhat is the oconolusion or oconsclusions to ts drawn from this type of
f study?
A, You have undoubtedly had, if the initial field pressure over
the area is 585 pounds, and if you have drilled in adjacent areas
aince that time it is pretty oonolusive you have had preasure
deoline in thoege areas, If you had pressurs decline you have had _ ;
removal of gas out of there, !

Q. What 'doe,a 1t mean with respact to the quantity of gas ultimatsly to be ’
resovered from one of the wells more recently drilled?

A, The gquantity of gas existing in a given unit of the reseryoir
is proportional to pressure existing on that gas, Whatever your
pressure might be the quantity of gaa you will recover is propor=
tionate to the pressure of the gas existing, You would expect leas
gas frcm these wells drilled in lower pressure areas,

Q. If you drill a well with initial rock prassure of 400 pounds you oould
compute the quantity of gas which might be ultimately recovered from that
vell as opposed to the quantity expected to bs recovered from a well having
approximately the 585 pound virgin field mressure?

A, You ocould,

Q. In any avent, to the extent that your initial rosk pressurse in any well
is below the initiul field pressure of 585 pounds, the quantity of gas to be
recovered is reduced?

A, That is right.'

Q. Hould it be a fair question to ask you if you could arproximate by a
fractioa of the total reserves resoverable from a given spsoing unit that
will not be recovered because of the lower pressure from the recently
drilled wells?

A, If tho averaze presaure is 385 pounds md the initial 585 pound- you
would have a ratie of 400 to 600 pounds absolute, and would have approximately
1/3 of your gas haviag already beem produced.

~4- | ,» ;
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Q. That 1s }/3 of tho gas that originally underlay a drilling unit that
has been taken out by drilling not on that unit but on adjagent units?

A. That 1s right,
Qs Have you prepared, Mr, Nishols, what I will rofer to as pressure contour
map, showing in gencral terams at least, “ho provalling well--head prassurass in
this 10149 ’

A, That 1s right,

Q. If the Commniasion plense, may we have tdentified as Petitionerts Exhibits
1 and 2 the schedules conoerning which Mr, Nichols has just testified to?

COMMISSIONFR MILESS
You may,
Qs Ye will offer them in evidenoe at a later time,

May we have similarly identifiocd as Pstitionor?s Exhibit No, 3 the map I
will rofor to as a pressure contour map, dated January 7, 19487

COMMTSSIONTR MILE3:

Yon may,

Q. Mr, Niohols, I hand you this map identified as Petitioner's Exhibit o,
3, and aks you to explain the method of 1ts preparation and give the conclusions
to be drawn from it, ' E

A, Orn thie particular map, I took the preasures sexisting in April
of 1947 and spotted them in their proper geographical loocation,
adjacent to the well losation, Then drawing lines of equal pres
sures in their proper place batween these presaurs points, we get
vhat we 0all a pressure contour map showing the overall pressure
piloture of the area, The outer line is the 575 pound contour,

These are in 25 pound intervals so the innermost contour is the

375 pound contour, The inaermoest further down on the map ix the

350 pound contour, There are two "sinks", and it is rather apparent
thoss lie roughly in the center of the two old fiselda, with the
intervening area having remained undrilied for sometime, 1t is normal
you would expsct in the older areas to have larger pressure declines,
You will notice also in the new intervening area between the two
sinks, That asink is quite likely due to the influence of production
from the two older areas, Another sink is forming in -the upper
northwest area; that is due to the total withdrawals from that area
being proportionately large due to the small well spacing units,

Q. Is it not a faot that the area on the horthwe&t is a newsr developed area?
A, I believe thatbia right,
Q. Do you have the dates on which those wells wvere drilled?

A, Yes, sir, Waggoner #1, Jume 1946, Waggoner #2, September 1947.
Copp #1 September 1946, Oopp #3, Ootober 1947, Wyper #2 January 1947

Q. All fairly recent drilling?
A, That 1s right,

Q. What oan you say with respeot to the pressure in that ares surrounding
those wella? , , \ _




A, You have prassuros oxinting g11 the way from 47% pounds to 500
pounds, which {g 100 pounde or so lowor than the initial fleld
pressure, It looks like the pressuro desline there is rather rapid
in that partiocular area,

Q, Arc thnse vells more or less densely spaced than the wells further to
the south?

A, I think by observation they are more closely spaced,

Q. Any comparison between the pressure declines in these more densély
spaved wells in comparison with tho wells to the south wvhich appear to be
drilled on the 160 acre unit?

MR, THOMPSOH1

That last record 1s in April 1947, and the majority of them have
completed since that time,

MR, NICHOLSs

Your ' question could be tied back to withdrawals in any ares
regardloss of the wells, Your total withdrawals on an area
basis would give you an indication,

Q. Referring to *his wsll in the extreme southeast portion of the field, the
Peasel #1, what 1. its original rock pregsurae?

A. 565 pounds, S8ome 20 pounds lower than the initial of the field,
Qs Is it very close to any other well drilled in the area?
A, No it isntt,

Q. In other words, the Feasel well wae drilled some distance from the other
wells and you found initial pressure within 20 pounds of the originai virgin
roak pressure?.

A, That is right, »
Q. Will you compare that to aome wells more recently drilled?

A, The wslla in the center section, drilled a year or so ago, scme of
the Mangum wells, had pressures in April existing between the 425
pound and 450 pounds qohtom'.

Q. ‘rhojn' were initial pressures?

A, Those were presasures existing in April 1947.

The Mangum #1 was completed in February 1947, and the initial pressure
was 492 pounds, No, 2 was completed in June J.9L'I at 1.51. pounds, No, 3
was completed in July 1947 at 440 pounds,

Q. How do you ‘acoount for the fact that those wells had lower initial pree-
sure than the Feasel No, 1 well? 3

Ae- The dminago from these two adjacmt aresas seemingly had a great
effect on tbis pressure,

Q. That is becawse productionm from adjaceat wells prcvioualq drilled had so -

redused the pressure in thit vicinity that in the main portion of the field
you find lowsr uu.thl pum.?

A. That is right.
Q. Anyt.hing ‘else in p.rticuhr to be said atwut this nap? -

b
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A, I dontt believe go,

Q. Mr, Niohols, state whether or not the Gompam; caused to be made an
intorference test a’. your suggestion on six or aoven wells drilled in
this area with a apaoing unit of 160 acres for each well?

A. They did,

" Q. ¥Will you state in general torms how the interference test was conducted
and what assumptions wers neceasary and what was found as & result of the

R de e &Y
intorference tast?

A, I slieve my letter to Mr, Thompsgon dsted February 5, 1948
will explain that,

{Latter ss follows)

WEARL A NICHOLS
Consulting Petroleum Engineer
2000 Kidwell Strest
Dallas, Texas

T3-4422
Februzry 5, 1948

Mr, Van Thompson
Southern Union Gas Co,
Burt Building

Dallas, Texas

Dear Mr, Thompsons

*§ have reseivad the charts glving the results of ths recommsnded
field tests, Thess tests wers performed on the Kutz Canyon ~
Yulcher Basin Pleld in order to attempt to establish a positive,
mechanical snswer as to whether pressure interference exists across
160 aore tracts in the above mentioned field, It was our belief
that shonld suah nressure intsrference exist between wells now drille-
ed on aprroximately 160 acre spscing, ons could acnordingly feel that
drainage acroas 160 acres tracts exiasted,

nSeven wells whose approximate spacing are 160 asres per well were
chosen, They were the SUP Walker #l, SUP Walker #2, SUP Me Grath
#1, SUP Mo Grath #2, SUP MoGrath #3, SUP Kattler #1, and the
SUP Hudson #2 walls, These wells were shit in at noon January
9, 1948 and remained shut in until 8:30 AM, January 12, 1948, At
this 4izz 21! af the wvallae avaant tha Walker # 1 vers put on proe-
duction against a line pressure “of 261 to 270 P.S.I. ga. At 9100
A.M, on January 13th, the surrounding wells were taksn off of the
1ine and blown to the air, the Valker #1 still remaining shut in,
4 reoording pressure churt on the well head of the Walker # 1 well
. during this teat reveals *he attached tabulated and graphical re-
sults,

» It is to be noticed that due to the normal cycle of 'atno:pheric :
temperature change during a 24 hour period, the temperature effect
on the resording instrument shows s diatinctive 24 hour oycle change
on the reserded pressures,. To help clarify this effest, the pres-
_sures wers plotted versus time of day and thia graph is included,

It will be noticed that, irregardless of these temperature effects,
the overall curve of pressures for the sesond day lie oconsidersbly
above the gurve of the pressures for the first day of the shut in
period, This is explained, of course, as lsing the normal build"

up of pressure due to the well eing shut in, Likewise, the ourves
of pressure for ‘the 3rd and 4{th days lie respectively higher each
day, shoving this same build up, The surrounding wells were put on
production, on the mornming of the 4th day, btut their effect on Wal-
ker # 1 is not significantly felt until the 5th day, It will be

P




noticed that the curve of pressures for the 5th day falls back bee
low those of the Ath day, very definftely indicating preassurae ine
torferonce had reached the Walker # 1 from the outlying wells,

"In order to try to evaluate the magnitude of this preasure drop,
an arithmetic average of the pressures the last 21 hours of the
tonts give a value of 401, 8 P.3.I, gauge, An arithmetic avernge
of the pressurss during the same hours of the preceding day gave
403,6 P,S,I, gauge, This 18 a 1,8 pound drop, This may not seenm
1ike a large drop, but after consideraing all of the reservoir fao-
tors involved, this 12 felt to be as large a pressure drop as one
Bight expect,

"It 1a my feoling that these tests have conolusively shown pres-
asure interferenso bstween wells now drilled on a 160 zore pattern,
It 1a further my foeling that since vressure draw down can be ex-
perienced between such wells, drainage of reservoir material aoross
160 aore tracts exists undsr sush conditiomns,

"If there are any points discussed on which you would like further
comnent, please contact me,

Very truly yours,
/8/ Earl A, Nichols
Earl A, Hichols
EAN/1y"
The Ohart accompanying Mr, Nichola! letter was marked for identification
as Petlitionerta Exhibit #4.
HR. LEA:
Lets try to identify where these wells are located.
MR, THOMP3SON:

Seations 2 and 3, Townhip 29; Section 34, Township 30, eack in
Range 12 W,

Q. Identify for us on this map the test well ~ Walker No, 1, outlining
the apucing unit of Walksr .,

A, NE//, Section 3, 29 N, 12 W,

Qe Will you identify for us the surrounding unirZa on waisch ths cother =ix
wells are located?

A. Walker #2, McGrath #3, McGrath #1, Kattler #1, Rudeon #2,
Southern Union Production MeGrath #2,

Q. Your test well is located right in the middle of these other units?
A. That is right. | ‘

Q. !’our pronuru wers t:ktn on the Halku- N, 1 Well?
AW, NICHOLS: '

Yes, sir, those adjecent wells had been shut in, The pressures : ,‘
.trn'oughout that whole peried of tim were measured on the valker Holl. i
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Q. That is, I beliave, without exception 160 aore spacing units with the well
located in approximate center of the apaoing unit? The fourth day is the red 1line?

A, That 1a right, The fifth day fell below the fourth day and
in certain perlods below the third day, The pragsure during the
last hour was helow the third and fourth day pressures,

Q. Yat during this entire tinme the Walker No, 1 was shut in, the outlying wells
were being prodused during the last how many hours of the test?

A, Approximately 25 hours of the test,

Q. From the time the out]yinx vells wero open to the air, how long did it take
tha pressure decline to bs noted in tho aentrally lscated tent well?y

A, The remaining vells were put on the line at 8130 a.u,, Jsnuary

12%h at 9300 otolock a.m,, January 13th twventy five hours later, :
they vere taken off and put on the air, and there was approximately ;
24 hours remaining in this test,

Q. You regard the rssult of this intorference test as being significant?
4, I do,
Q. .Doea it not 4sdicate that not-only a1d the outlying wells pull down their own |
pressures on 160 mors units - ut that the outlying produotion also pulled dc-wn :
the praeasure on the sentrally locsted test well? |
A, Thet is right, : | r
5 Q. Is not esach of those wells losated on a regular 160 aore tract?
A; That is right, |

§ Q. It s not notewsrily that instead of continuing to bulld up the test w1l
: ' pressure not only ceassd to build up but in faot deolined? ThIS

A, That 4s right, T think it might be expected that the well
would have contimued to build up for some time longer, how long '
I don't vant to say, Might be a day or a week,
MR, SPURRIERS
Hov much did it drop back?
A, About 2 pounde, Toat is tha arithmetical average in the last 21 hours,
MR, LEA3

Looking at this chart I find at the beginning of the first chy 8 prassure of
_approxinately 381 pounds on Walker #1.

A, It varies by the hour, it started at 381 pounds,

Q. At the same hour of the second day ths wcll had built up o 98 pounda.
Ao That 1s right. |
Q. Wt‘ly 17 pounds build up,
That is right, |
Q. The seme hour the nozi d'iy-it had built up to approximately 403 pounds,
A Right. » ) ,
Qe At the same hour the tourthdnythemldupn- nppc'ox!.utalyl.o?pomdl
A, Right,

-
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Q. At the gamo hour the £ifth day T €ind a very notlceable prossure inter-
ference had been commenced,

A. That 1 right, It waa a? that hour of the fifth day that tha
interf'erence began to show up, Thera was undoubtedly noma effaect
after the Cifth day,

Q. From tho data available, has it baen possible for you to somputs the total
gross numbor of cuble fect of gan which should be expacted {0 be in the reser-
voir undar 160 aorea of land? .

A, Yeon, it has bsen, There are oertain assumptions ocne frequently
haps €0 use, An attempt was made ts caloulate the aotual reservoir
gas in plage from tho available reservoir data,

We had one set of ocore analysis data on the Cozzens #2 well, This
is sertatnly s ninfmum amount of aore analysie,
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Smﬁlo Pexmeability Porosity
1 ' ; ‘
1 98 18,3
3 74 23.3
. ;’ : 1&9 113‘2 jo be 208, The connate
6 R 9.8 irity of reservoirs you have
T 5 12"3 | you have a £11m of water
.8 83 : 9.6 jstone you have some
: g 59 1--,':5 lusually referred to as
k 10 5,5 3.1 }h' to reservoir; the
: 1 18 : 20,5 ﬂgm‘e o+ Some reser
- 12 16 ' 19,3 oonmte vater, An
13 8.6 19,5 fest used, It varioa
: . 7 10 18,3 [ome that have 10
" 15 18 1"7:7 ) (about 50 woll..s givoa
3 16 11 16,3 |
{
20 i# ig:g ipart of the groas sand
21 50 19,2 ted. The deriation
22 X1 oo 12. 3 !.u‘yinz some of the
23 118 13,1 is nothing more than
24 340 1.1 deal gas laws, All
25 423 19,3
26 160 16,2 |,
27 6.5 6,1 tual gas in place
23 15 18,5 ds, initially, on
Jt, of gas at
B *mm-m in’ 160 acres of the reservoir initially,
° That 1s the total gas in Hlace, Belovw a certain pressure this field
cannot be operated esonomicalily, - We met it at 1350 pounds, The net

gas that can bs takem froa the reservoir etween 585 vounds and 150 -
poundc 1s 1,361,000,000, or about 728 of the initiul gas in place,

MR, CASWELL SILVIR ~ Floremee Compaxy:
Would you econsider all of those permeabilities as being within the effective pay?

e
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MR, NICHOLS)

There was no consideration mada na to the perneability in determining
the effective pay, Y presume you are referring to the thickness data,
It was taken from the various drilling logg availsble and one or two
elostrio logs were taken into consglderation,

The amount of gas = net gas you might expest to recover between 585
poundsg and 150 pounds, multiplied by 5¢ per thouaand cu,ft, and
allowing for State taxes, royalty and produstion tax trings tho net.
down to about 844% which would glve grose incoms irregardless of tiume
of about ‘56 000 per 160 asre Yiook. That does not glve any cinsider-
ation to operating expsnge or the pregent worth of a dollar, A lot
of these dollavs ara going to be obtained a number of yzars hence,
Thls 15 siuply ths gross income minus royalty dnd tax, The ocost of
drilling wells muld be roughly $16,000 por well varying from person
to porson, That would allow & ratio of dollars roturned on youwr
inveatmont of about 3% to 1,

If you will take 160 aqres at the prasent pressurs average of the
fiold of 385 pounds, The ultimate total income to bs recovsrsd =
orver the ycars would be $30,000 after deducting royalty and taxes,
but without giving any effeot to operating sxpenses or other factors,

R, SILVIR:

That is assuming initlal well-~head prassurs of 385 pounds would give you
8 ratio of about 1,9%

b, Yes - it would give you a ratio of about 1,9 to 1, If we look
at 1t as & 40 acre drilling unit and caloulate the ultimste returns
you might expest in the order of $14,000 with the initial prassure
of 585 pounds, If the well ocost you 816,000 you would be in the

red to begin with, If your well was drilled ix an area with 285
pound pressure your total revenuo would be in the order of $7,500 and
your well would still cost $16,000,

-

MR, LEAs

Mr. Nichols, would you care to expresa an opinion froa the studios made and
data reviewed - whether or not one well drilled on 160 acres at approximately
the canter oould be reasonabley expected to drain in this field more or less
than 160 sores or exactly 160 acres,

2
N
:
e
3
&

As I feel the material we have looked at here has shown that the
drainage from one well is adequate for a 160 acore blosck, You will
be able to drain a 160 acre block with one well,

Q. Ars there any instances where the gas produced from one of the older wells
in the field exvewds 3Be-£icld-sxsseds the caleulated guantity of gas initially .
in place under 160 aores, = |
A. There are several wells where total production to date has alrsady
either exceeded or been very close to the 1,878,000,000 cu, ft, of
ges in 160 aores, The Browning and Stewart No, 4 well has produced
over 2 billion cubic feet; that well still has 305 pounds of pressure
and will undoubtedly produoo still more gas,
MR, ENGLISH:
Who owns that well?
MB THOMPSON:

Ve 4o mov ~ Southera Union recont],y bought it rron Browning and
Stewart, N ‘

lle
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MR, NICHOLS: "
Angels Peak, the 9«8 and 10-B - betwean the two of thom thers haa
bsan 2,600,000 6000 oubio fest of gas in 160 aares, snd one~half of
this ia 1, 300 00,000 eagh, which is approaching the 1,878,000,000,
Sumnit AL has produced 1% billlon and the Summit 2 has produced
1-1/10 billion, 7The Cornell wellas 3 and 4 have togather prodused
nearly 1} billion, one half of whioh for each well s 7/10 billion
with 373 pounds pressure romaining,

MH, ENGLISH:

Where you are drawing more gas off onoe well, would that make a difforence

in your preapure? Your pressure would be Jower than where you did not

have to drav as much gas?
A, Yes, espeslally 1f you did not have any gas from other aress to
help re-~build your preseure, Those pressure sinkg had bean influenced
from some edjacent arsas, This i3 indicated by ths pressure bild-up, -
There have been times when sone arsas huve been shut in and have had a
considerable build up, indicating you have had presswre build-up from
these outlying areas,

ME. LEA:

In making assumptions necessary to compute the total reserves of gas under
the 160 aore tract you have taken auch data as vas available?

Q. Vhere e.smptions had to be made were you on tho long side or on the low
oide in making your estimate,

A, I feel in all thesa estimates we have beea optimistic in making
the necessary assuaptlons for oonputing reserves,

(EXAMINATION OF MR, VAN THOMPSON)
MR, LEA: |
Your name 1s Van Thoipson and you live in Dallas?
MR, THOMPSONs |
Yes, sir,

Q. You are employed by the Southern Unton Gas Company and the Southern Union
Production compcny?

L That is right,

Q. How lonmg have you worked for Southern Union?
A, 9ince 1930,

Q. What is your present capacity?

A. 1 am Chief Fngineer of the Company in chnrgo of production for
;11 properties, .

Q. dre yor faailiar wm the gas situation in Duts Canon and Puicher Basin?’
| Ao I have boen prmlly familier with 1t since 1932, .
Q. h it, at the presént time, under your pu‘ml supomuon?

«12-
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A, Yes, air,

Q. Are you familiar with thae statlatics and data in the vay of gas m*oduotion,
open flow oapaolty, pressures, ete.?

A, That is right - our Company has accwsulated thia information
by years sinse the bsginning , Ve had a practics instituted of
shutting all wolls in for s weask and took pressures during that
tine evary year,
G, Was that the data uade available to Mr, Nichols in the course of his study?
A, Yes, sir,

4, TYou haye heard Mr, Nichols testify, arc his findinge made in connection
with the study of this field ~ have they confirmed or altersd your own
conclusiona?

| A, Yes, it has convinoced ma that on & lot of the wells we have

| d,rilled in the middle of the field on oloser épacings we will

!: : never et our monaey back out of them - it ientt esonomlical,

L

Q. Did your figures on tha total reserves of gas on 160 nores
oorreapond with the figures Mr, Niohols Las given us?

] ' "4, I would say, if arything, they would»probably.ba a little less.

f Q, Your figures would be less than hias? | -
{i 4, Yes, sir, |
i ,
|

¢ Q. What experience have you had in conneation with unitization or more
i simple form of commutization of meparately owned tracts?

A, Well, during the lest 1% years we have \mitiagd about seven
ditferent tracts into 160 aore drilling units, These have:included
fee land and foderal land, so far they hsve not inoludad any atate
]J&kau.

Q. Eave you used the mo-called short form of commutisation agreement in these?
A, Yes, sir,
Q. Has your experience been satisfactory or unsatisfactory?

A, So far it has worked very well, it hasn't taken long to get
them approved,

S« Fave you commutized federal land with fss land?
A, Yes, sir,
Q. How about commmtized with federal and federal?

f\ I think ve are working on one at the proacnt tine but 1t isntt

uﬂplotod.
Q. In geaeral, your expariense has been good and delay has not beem too bad?
MR, LMAs '

" If the Cosmission plnu, we would like nok, to offer n«mam Exhibits which
have been idontiﬁod as Petitioner's exhibits 1 to 4 respestively. : ‘

=) 3w
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COMMISSIONSR MILYSt
Exhibits reoeived.‘

KR. LEAs

~ Mr, Foster Morrell wrote a letter rogarding thie procesding in hls letter
suggested he would have no objection to the use of it In this proocesding.
It may be well known that Mr, Morrell, anl I presuwse his predecessors,
bave partisipated to some extont in the 160 acre spacing condition which
gonserally prevalls at the present tims,

" He writes under date of February 10, 1948 = =

RUNITED STATES
DEPARTMNT OF THE INTFRIOR
GEOLOGICAL SURVEY

P. 0. Box 997
Roswell, New Nexico
February 10, 1948

Mr, Willis L, Les, Jvr,

Southern Union ?mduotion Company
Buit Bullding

Dallas, Texas

Dear Mr, L‘aa

"Refersnue is made to your letter of January 26, enclosing for
our informatlon a ocopy of Southern Union Production Companyts petition
forwarded to the New Mexjco Qil Conservation Commission requesting an
order, afier notlos and hearing fixing spaoing requiraments for wells
hereafter drilled in the Kutz Canyon-Fuloher Basin gas fields, Sam Juan
County, Now Mexico, You requested our opinion conoerning the proper
spaoing of wolls in these fields,

"The essential faots presented Ln your petltion are subatantiated
by the records of this offioe, and, avcordingly, this offioce conocurs in
your request for the establishment of a well spacing plan with a minimam
of one well to 160 acres to promote orderly dovolopment without waste in
the Kutz Canyon and Fulcher Basin gas fields,

"As most of the lands in these fields are publioc lapnds of the
United Statea, it 1s the desire of this office to encourage uniform and
sconomic development and greatest ultimate recovery of gas from these
! fields, This can be ascomplished only so long as areasonable profit
: cah be secured from capital invested, Federal leases have been developed
generally on a well spacing pattern of one well to 160 acres, except where
negessary to protect propsrties from sloser apacing by offset operators,

ya "Only vhere the market demand and marketing facilities are unlimited
7 for continued sxpansion with the completion of additional outlets or pro-
duoing gas wells can necessary profit be obtained to gontinue development. o
These conditions are not present in the fields under consideration, Hemce 3
. the drilling of unneceasary wells does not proportionately increase the
W ultimate volume of gas available for sale but instead tends to reduce the
. margin of profit of all wells in the fields and to diseourage proper
! - development of ths fields.

"Future development at a well density oonsisteat wiih the
ujorit.y of paat development is essential to prevemt injury to
uddatm-iug lc.m or properties and %0 protect equities involved,

TR
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"There is no objeotion to your uss of this letter in connec-
tion with your petition to thse New Moxioo 01) Conaervation Commission,
As thia offloe 1s very intersstei in the subjest, I expsst to be present
ot the hesring in Santa Fe on Februavy 17,

Very truly yours,
/8/ Foster Morrell

FOSTFR MORRELL -
Supervisor, 011 and Qas Operations”

MR, LFAs

I would 1ike t0 hqye this in evidenas as Petitioner!s Exhibit No, 5,
I bolisve that is all we have at the present time,

(Exhibit No. 5 admitted),
DUDLEY CORMELLs

I woudd’ 13ke-to adsk: Mr, Nichnle 1o it a fact that the gonslusions wvhieh you
have drawn from youx' work here would support an application for pro«ration
of gan in this fleld on a 160 aore basis just as fully as it does on 160
aore apaoing?

A. My eonclusion is that there is adequate drainage by nnek vell on a
160 aere dlock,

Q. The petition here would really prevent the wells being drilled on 40
aores « have you given any thought to the wells on 40 acre spacing?

A, My purpose was to deteramine if adequate drainage oan be obtained
by one well, on a 160 acre block.

Q. If 160 smors spacing in this field is used, do you have any auggest:loaa
in handnng the present wells on 40 aore spaoing?

' 1
A, ge not given the problex any consideraticn. I think you ‘
will f£ind some precedent set up, howevsr, i

MR, LEAs

We have always visualized this matter as a spacing matter, For that reason ]
I an sure Mr, Nichols haz nol approached it on pro-ration, ,i

MR, CORNELL:

I cannot see hov the two problems can be separcted, I was wondering if you
would igncre the situation,

W, LB '

1 would make a statement - Here is ths wvay we see 1it, this fleld is 20 years
014 or more, It hss been grovwing and developing by fits and starts ever ssm,
but 1t is an 0ld fie1d with a rather l2ese spacing regulation whish has pree
vailed during most of the time, It is only mtural there have growm up
several inequities where the spacing of units is too close to larger adjoiming
units, I have your situation im mind among others, Pro-ration may have to
cons ¢ the Nxiy Cemomeulcher Basim fisld on & proper pro-rationm proposal, I

. ocan say mov uy Compamy will have me edjeetion to pro-ration but we vill be very
mch intereetsi besawse of the additicmal burdem cast upon us by pro-ration, amd
xmmmwummwbmmormmm = 4
burden of administering pro-ratioa, . kS

]G
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m « CORNELL:

You have referrad to my own situation, makes it perasonal -~ I would like to ask |
Hr, Thompson onv or two qusations, 1
|

You have an 80 aocro lease on walah you have two wells known ag the Cornell-gug
3 and 4? o

HR. THOMP3OUs
That is right, yos, sir,
MR, CORNXLLg
And that 80 ig entirsly gurrovnded by acreage I em intarested in,
MR, THOMPSON;
I &m not suwre 4% {e surrounded on the south,
MR. CORHELLs |
Yoy, sir, JHow far do yo;: think those two wells are draining?
MR, THOMPSON:
They are draining con#iderably wore than 80 sores.

(CONTINUED ON PAGE 17)

" W.N.M.C.F. MICROGRAPHICS



w In thin atudy you say it §s dralnlng acrosa Lm 160 meves, would you
sny thia draining would go § nile fron the well?

Ay Vo, T wouldn't say 3t i3 drafning that fare That vould s ¢ half
seetion in each direction.

Ge ¥resuppasing 160 acre spaclng, the drainage would gu serost the next 40
nores?

Ae Yeos, mire
ds A woll lovcated suoh es that would at least drain tho 40 aercs adjoindng 343
As  That is corract,

Gs  With 3n 20 sore lesse = £ = 40 screa on east, wast, ioervh and scuth,
8 = 4048 plun the 80 you have, your two wella wonld bLe ailfective draining 440
aores?

A> In tho petition we are asking for 1860 scres ainirum spacing and ths
purpose is to provent what is happening right there,

Qe X an simply rakdug & 1ittle argument Tor $his pro-ration; wouldn't it
bo true thoma two wolls would be dralning sifective 640 acves?

Ae Possibly soe We are contending one well would drain 130,

Q. It your spascing rule is put 4inilo effect withoul proeration those two

wells will continue to drain G40 acres.
ity LiAs

I dontt believe %¢he witnass 1s in agresmsnt with you that the two welle wers -
draining 840 acros. It is conceded that one weli will drain 160 acres.

KRe S1LVER:

You nake a presumption that Mr, Klichols hag proved that, I don't beligve
the Comnission has yet admnitted thate

MR, LEA:

My statement was I did not think the evidenve submitted would substantiate
the ides, or thsat the wilness agreed, that the two wells weuld drain the
640 20T s,

RR. SILVER:
Ho one has adnitted that g well would drain the 160.
MR, LEAs

We are willing to grant to Mre Cornell the two wells referred to do drain
more than the B0 acres on which they are located,

MR, SILVER:
You are willing to admit that the Commisaion has not agreed?

MR, LEAs 7 ‘
Mr, Silver, I can?’t make any statement binding on this Commission.
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MRe GORNELL3

I agree with the witnesses from the stundpoint of the economics of drilling
thess woells on the 40 aores, but the spacing rule without a follow-up with

a proeration order, I think is just doing one~half the Jocb, and oreates
additional inequalities. I would like to suggest what we need for thiw
field is & pro-ration order, ratsble taking end coamon purchaser sote I
would like to suygest (0 this Cowmmission that some leador appoint & comuities
%o presont such legislation for the next legislaturae, thsat it bs carefully
prepared and operators have a chance to votoe thelr suggostions and at this
next legislature all the operatore combinsd with their influence, to the end
we do ob%ain a common purchassy and ratatla taking law for gas. I think there
has Leen changeon some operators in this subjeotl, 1 think 1} fias into ithis
appliostion hare, )

T would like %o ask anothsr question - Mr. Nliehols, with refergnce to your
interference tast of the seven wslls, ien't it a fact that the original
pressures on thoss wells differ and that. their open flow potentisls are
different.

HR, NIGHOLS:

That is right, I am sure it ia.

Qe Very considerable difference isa't there?
As I can ochssck them and sece,

Q. I would like to develop more fully in ths econonics in those wells, the
amount of gas withdrawm and their opsn {low potentials,

A. In the interference test all the weasurements were pade on one well,
the Walker No. 1. Irregardless of tho open flow potentiasls and the
pressures on the surrounding wells the pressur¢s on this well built up to
the fifth day and then dropped backe The only difference which the open
flow poten of the surrounding wells might make would be in the quan-
tity of gas produced from thea during the test, whioh in tura might in-
fluence only the magnitude of the pressure drop during that time,

HR. TIWSOKS

Haodaon FR well had an open flow in January 1948 of 560 MOF, HoGrath #1 of 418
MCF, MaGrath #2 140 MCF, McGrath #3, 596 MCF « Walker No, 1 584 WCF

Qe X did not bave in mind proving anything particularly, but thought that
information ahould be in the record,

MR, SILVERs
How are these wells gauged?

MR. NICHOLS:

The Wallker No. 1 well had a recording instrument on the well head.
Qe What kind of recording instrument, desd weight?

MR, mc

Bristol Spring Gauge - recording gauge,
Qe Jr, Nichols, you are familiar with spring gasuges, To your imovledgt isa't
it true spring gauges have variation of five to 10 pounds, Ia uasé of spriu
guages they have to be tested agunat larger tested gaugea?

A, That is true in any type of gauge,

W.N.M.C.F. MICROGRAPHICS 1 o



Qe In Sections 11 and 14, township 29 N, ranyge 10 W, wasn't there considerab‘la
variation in rock pressure when the wellu were brought in?

A, I think that is brought out in the erxhibit showing initial field
pragsures and pressures of wells drilled later in the life of ths flold,

Qe Ien't 1% trus that the pressure measured on a well is in part functional.
of the length of time in which that well is allowed to remsin 1dle?

Ay  Your build-up time certainly affectu the pressure meagsuruments,

Qs Xan't 1t also trus thad the perasesbllity changes eand that tha lower the
permeebllity ths longer the pressure build-up requirsd to reesch stabilivation?

A. I am not aware the poraeability changes in a gilven field,

Gs I have the permeability as given me here. (Quoting cextain figures noted from
evidenoa).

Ae The permsavilities you are reading there ars indivudual measurensnte
on individual feet - one sample for saoch foot, Thal is normel in any kind
of rasarvoir. /Fermegbdliity of a given foot is constant and does noet change
during 1ife of the welli.

Qs ITsn't it true the permeability in this well, which is the only well in the
field that has zore analysis, 1s not a good test of the permeability? ~

A+ In what nanner?

A In that one well, if the variation of pemability i3 80 great from foot
to foot vertically, then conceiveably ths parmsability from foot to foot
horizontally 1a jJust az great,

\
J
A, UGetting back to your point, it is true that the amount of our core |
analysis data is on the low side., I pointed out aarly in my discussion |
that we had in that insumoaunimofdata,andthatwhadtaasm |
certain things - for oxmsplc the deviation factor, l

. |

Qe I have 1o objeciions ¥ your deviation value,

A+ Along that same 1line of thought we have a minimum of permeability data
but we used what we had, which is the best we can do,

permeability would have on your concept of drainage aoross 160 acres - I wanted

: |
Qe The point I wns attempting to bring out was the very serious effedt o
to point the manner in which they affect that,

Ae I think we can approach it from this angle; the pemeability is a
‘measure of the rato at which a well can produce, but not a measure of the
dotal amsunt 1t w11l produce;, Permeability times feet will be an index
of the opsn flow, Potentisls on evsry well in the field are not exactly
the same,

Qe That is exsotly zight,
MR, THOMPSONs
Would you mind stating what you think minimum spacing should be?

MR. SILVER:

lahavoatbldotmrmanrhichumcomm-mmputormjor:ltyof ,
acreage in the Sen Juan Basin thst has almost exactly similar reservoir condi-
tions, mmtmcmmnmhtmumu.mtomrwun
Mym‘mfon s field almost exactly like it geologically, We
have no opinion as to what the well spacing should be in this field, we are -
only murcaud in findina out what the moat economic =pacing would be,

-19-
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' sones?

Therefors, we are vitally interested in this case. That will detormine what

“the economic spacing is in our field, Therefore, I want to bring out some of the

inadequate data presented by M4r, Nichols, The fact that an additional test should
bo made which may aid the Commission to determine tho type of drainage on 160
aore spaoing they would want, but by 160 aore spacing the data presented today,

I do not think is adsquate, By meeting with Mr. Nichols I bLeliave we could find

out,
KR, HICHOIS:

Bagk 4o about the last point I made in regard to total production from
cartain blocks - that is based on porositys It does not tie back into
permwabllity or praeductivity,

liR. SILVER3: .
As I statsd before, ¥ thought you were over generous in the amount of gus in place,

As That fact tied with the actual production from some of these wells is
pretty hard to overlook.

s g s s e e e e e e el

HR. SILVER1

Ist's go into the problem of reservoir development - sach well 19 a sink and

each field is in itsslf a larger sink within a known gas area, I think therse sre

men in this audience who know there have been welle drilled cutsids this field

which have encountered gas and that gas has been non-covmerdisl. It 43 entirely 4
congeivable this is the only commsercial gas production in the area. If you have
a sink here what is the optimum number of wells draining this basin,

Ay That is an eoononio problem. I thirk the productivity of the wells is
related directly to permeability, I think the fsot that there has been
greater production from those wells on the 160 aere bloock than the total -
original gas in place proves very definitely drainsge across those areas.

MR, SILVER3: , ‘
I do not believe this whole rmart.odly mseu‘, but as a point of roaaonable | r%
doubt, Kre Thompson, you have drilled many wells in the area, the United States ]
Geological Survay in its professional paper Hoe 134, by Ur, J. B, Reeslde, Jr., ]

gives the thickness of tho Pioture Cliff sand wone in this scne between 75 and
225 gross feet,

MR, THOMPSONs
The grose and effective thickness are two different things.

L

MR, , SILVER:

Q. VWe have cored as mich as 25 feet of such sand and found the core bleeding
ges all Lthe way.

MR, THOMPSON:

This appears in wells of that type as well as nlla of thicknuus of 10
and 12 feet,

MR, SILVER:s
Q You get asome influx of dmmgo of gu upward from the lower por-ubility

4 Is 1% in the lower part?
MR, SILVERs |

Qe thullyiﬁhintbc lonrpartbutyougot struksof highnpcmahiuty
with lower perwsability,

MR, CORNELL:

Mr, Michols, you stated in your opinion 726 of the gas underlying 160 acres wowld -
be withirawn under 160 acre specing - how mich do you think under 40 aore spasing?

T B me e w.m . e ——n  am e 1 . |




MR NICHILS:

I sald 1t was, 1f wo want 4o assume the abandonment pressure of 150#, it would
be 72%,

Qe What would be the racovery from 40 asre block ag compared to 160 acres?.
Ae You would have 3 as much gas.
Q. How much gas 18 going to be missed in the sand - approximately 283 of the gaae?

A. Tt would be the same percentage if your pressure was brought to the same
preasure regardless of slze of the unit,

MR, SILVEQ:s
You could withdraw wore gas on 40 aors spacing thaen 160 acres,

A, That is an economical problem. I don't know why you could,
Qv Thie isn't sconomics, I am just helping Mr, Cornell get his point.

4. You could take it to abaolute sero pressure but you would be there
an avful long time,

¥R. ENGLISHs

Finishing the wells « the Picture Cliff wells have 3ll ge£ coal and water just
above the yay zone., I wonder if it would make any differencr in the finishing of
the well =~ if it would make any difference in your pressures, We drilled s well

and got 3 more gae - we cemented off some of that gas, I wondered if that would
make any difference in your pressure?

A. if you cemented tm casing above that water it would make some differw
ence, )

Qe ‘Some of these wells you ure getting your figuree off of = 4f they are wells
of bad completion jobe and have some water in the well bore. _

MR, THOMPSON3

¥ie have siphon lines in every one, even then we get pressure that will he
10. to 20 pounds low,

MR. NICHOLS:

If your well bore goes into the main part of Plcture Cliff sand your tuild-
up on that well is determined by the permeability - your pressure would be

all right.
COMMISSIONER MIL¥ES:

' One question was asked I did not get
the answer on - someone asked if it
would be more complete resovery of gas
with a well on 40 acres than 160 acres,.

MR, NICHOLS:

If your pressure over the whols block, whether it be 40 or 160 acres, is
drewn dowmn to 150# your gas recovery percentage would be the same.recovery
of gas from a 40 acre block would be § of the gas recovered from a 160 -
acre block. : "

MR. LEAs

Lat me got thiz question clear - take a 40 acre unit as oppond to a 160 acre
unit, If during the commercially productive 111‘0 of this field you hed o2e well
on 160 acres as opposed to one on 40 scres, in the center of esch unit, and
drainage betwsen the units, wonld you be able to get from a 40 acre tract mo
than 25% of what you would get out of a 180 acre tract - during the productive
"1life of the satiwe field, For your ultimate productivity of gas during the
productive life of the field would recovery be substantially greater in the case
fotfmnllnoqullyspacodonIBOamlt}untithom nllinthountcr,

—



is 1t just & question of tirme?

MRe NICHQLO:

If your pressure is #tabilized, if you draw down that whole araa to 1504

the seme in any geographloal area, 1f yevr complete 40 acre bleok is drewn
down to exactly 1850#, you would geg 4 of what is rocovorable un the 160

sors blook drawn down to exactly 1607. Those things are true bacause equal
viithdrawals in a given unit will be as your pressure is drawn downjg Just

the same in a large area as a small. You will get the gas out one way or the
other, It is this question of dralnage from 180 acres beling adequate and I

stieieie 1 T E s SR A RN

helieve it 18,
MR, LEA3
Civen a ressonable period of time, whioch might be measured by the sconomde life
of the field, would your pressure ogqualization of 160 acres with one wall be
substantially all the way scross that 160 aorea?
A, If your permeability from ons sres to another is substantislly the
E same, whethor foot by foot does not mabter - the permeabllity times the
g feat iz uniform geographiocally, the anower is yes.

HR. LEAz

s

iould you be able to state from the study of this fleld and from the data availe
g able that thers exists, generally speaking, that type of permeability = are you
8 satisfied there is drainage across 160 acre tractu by virtue of oemeability of
the areaa?

As I bslieve about the first thing we introduced was that thase wells
drilled later in the life of the field had initial pressures considerably
lower than the field initial of 585#. Those were taken whers they might
happen to hit and have indicated that generally speaking you have suffi-
olont permesbility for dralnage over large areas.

HR. ALBERT GREERs _
- In your first, exhibit‘y&)u have shown thase wells ~ ths new.wells come in
with pressure between the 0ld field pressure and the initisl field press-
ure. In other words, you found a pressure dirferential which here approx—
imates 100§, You made the statemsnt that the wells would probably have to be

abardoned at 1504 pressure which I assume to be the seven day shut-in press-
ure you have recorded.

MR, NICHOLS3

I do not belisve I stated that they had to be abandoned at 150¢., This 150#
arbitrarily has been set as posalble abandonment pressure,

MR, OR.EER:

There vrould still be a presaure differential between the old wells and new
“n'.

MR. NICHQLS:.

These wells vary from well to well, Even drilled at a given time. there is
as much as 70# difference from well to well., It would depernd on where you
drilled your well, )

MR, um:

Too, isn't the differential iucreuing a3 the pressure in the old fisld |
declines,

MR, HICHOLS: N |
Magnitude, yes. It is not declining by percentajes.

22w
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MR, GRIER:
AY 1504 for the fiold we may oxpaot & differential of 150 or 200#.
MR. THOMPSON: | "

I don'y think there wil% be any now wella at that point.

¥R, GREBR1

I was assuming there would bo - doesn't that 200§ represent additional recov-.
erable gas if the wella had besn drilled on oloser spacing?

A e e e A e BRI s i

NMR. THOMPSON3

Py

If you fourl a position to drill where that was trae « but that would be
_unaconamioal, don't you think?

MR. GREER:

‘I think that ought to be depided by the Commiseion, Approximately 8/4
‘of the gas originally 4in the place would still be there,

IRe THOMPEONs

Thia well « a theoretical well - what is the actual pressurs -~ 150 plus
200f = - =

MR. OREER2 ,

| Would there ve a greater recovery of gas with denser spacing = there will
be more, Just how musch you are Just a‘oOut. to figure out,

MR, NIGHQLS:

If your pressure is 285§ srd inltial 600§ you would have ap;)roximstely
61% of your pressurs remaining or approximately 1,100,000,000 ou. fts of
- gas. At 150¢ we have a litile over 500,000,000 remeining, which would
amount to & differencs of 50O or 300 w:lllion that could bs obtained be-
tween 3654 and 150#.

e GREERS -
Which representa a very large volume of gas when you consider a iarge field,

MR, NICHCOLSs
On & 160 acre blccs at 5¢ a thousand, it would be about $30,000 derived.
MR. GREER¢

If the operator could reduce the cost from 14 or 15 thousand dollars to 10
thoupand dollars he would havo a ratio of 3 to 1 and could do 4t economio=

~ally,
MR, NICHOL3:
If your drilling cost could be roduead that great, those conditions would
hold itrus.
MR, OHEERs
That {8 one tnnc pouibl.y an opoutor could doe

- MR, nzcu.s: .
;tdoom'tprovotmtchnrtpu&nunuumommm-um
prasmre reduction 13 such that you have equalisation ntpruqnotlw
ommmuamamﬁnmeovcrthnmmmorzpmrdhuot

well density.
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MR, GREFRS

The information you present here does not substantiate that fact, The
wells open with most Lottom hole pressure and the well you were testing had
~a draw down, very amall draw dowa compared to very many of the o0il and gas
fields in the state,

Ye have a great draw down but spacings arse not changed. The operators
vellevnd they wonld recover more nil or gas due to the fact that they get
greater production, Draw down of approximately 4C0# in adjoining wells
that cawsed draw-down of 24 in the adjoining wells was very small,

MR, NICHOL3
But 18 an indication of differential
&'Ro GREER:

You will have that anywhere in the United Statss, The question is one of
how mich will 1t draw dewn &nd how much will it affeot 1t,

MR, THOMPSONs

I think these wells slhown in the outlying area - show that,
MR, GREER:

What percsntags?

KR, THOMPEON:

I3 1s 150f compared with €004, You are sssuming pressure of soms theo-
retical amount in the outlying arec,

MR. GREER:
You do not have evidence to support that and we don't know it will do 1t
MR, THOMPSCNs
“You have got drainage across there,
¥R. GREBRj |

Drainage, but how mich drainage and at the end of the time how much gas

is left in the reservoir that you could have produced?

Spacing on 160 acres it would be adjoining wells on your spacings, We san
take walls in most of the fiolds of New Mexico and West Texas and you will
find the same type of pressure interference betwesn wolls on adjoining units,
That factor alone is not sufficient evidence, it is a minor important con=-
sideration. The woll spacing itself - it is going to result {o the unrecov-
erable gas and cost of drilling the wells, There is a guestion it will be a
considersble amcunt of gas left, o




MR, THOMPSONT

I don't follow yous If you drilled a woll on 160 acroa ~ vw are poing to
abandon that partioular well at 180ff, you oould not possidly have 380} prossure
inside the wnit. |

MR, GREER:

Ve are not talking about now wolls = twe or three milens in sume ocasss, in
rost cases they eve ofl to the sldus -~ the average.

MR« THOMPSON:

In pome cages they are 180 aores I‘réfn the old wells.
MR. OREER:

Thon you h&ve that you have no differential at all.
¥R. THOMPION:

- 411 these wollas had not been produced at all vhen this was tekon, That wus
a dead sootion, no production being token out there st alls

MR, OREER®

lotia take & olose cne - 416/, that ia a difference of 60} on & 160 acre unlt.

R THOMPBON s

Yhis well wasn't boing produced at the time. It had just been drilled. When
you oomneat it with the pipe line 1t will immwdietely atart deolining. You
would have an eraa of 1/4 or 1/2 mile ~ everywhero else where you had a well
comeoted with the pipeline it will be ooming down in pressure.

IR, CREER:

S0 would the well drilled five milos away, but how far would it deplete the

area? Nr. Morrell said svmething about inedsquate market for all the wells

and the drilling of additional wells would further deorease the take from

any individual wellse It was his opinion 130 aore spacing would tend to alleviate
that situations It agpears to me 160 aores would tend to aggravate rather

than slleviate. There are a great many wells now drilled that lie on the inside
of any partioular block but the conpany drilled the well, which 1s greater

than 1320 feet from the edge of thoe leass. Tihis well thon does not force the
offset on the adjoining lemse. If the 160 aore apaoing is teken up a great

many more offsets will bo foroed and required than ia now oxisting in the field
on 40 aore spaoing ruling. If we take this information pressonted today aa
correot, & man would have tho right and privilege to say %o tho land owners -

I do not beliove I oun esomomically drill this well on 49 sores = it is possible
he oan unitise with someons or he would have A reasonmablo exouse for not drilling
a well himself. 160 aores, ho would not have thé excuge or reason for not drilling
the well and you would have additional wells d,ri.lled. not foroed or roquirnd. I
think for the 180 aore spacing you require azome 30 or 40 offsets in the field.

We, LBAs

You assume that :f the roqueatoed order-is ontered, any 160 aore unit whioch abuts
a 160 sore unit you have got to huve a well drillad on it?

MR, GR ‘8‘

) § :pnm that S0 be so, Lf the Commission passes this ruling. It is now a
<wgmmltngnnd!boum it wuld be the same for 180, ‘

Qe If you are predioting what tho govornmnt is going to do that is ome thing,
but 1if you are asserting the neoedsity for such offsetting I would be inelined

' w25
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to disagres with you.

A, The government ‘th’n}cs this 18 the log 1 thing to do. It will depend
cn how your leago ie written upe I velievo they are 1<leral loases in
the Kuts Canon area « ~ =
MRe BHGLISH
The majority of them.
IR. GRLUER1
I bolieve this should bs taken into consideration.
¥is THOMPSON1

Niohols and I c¢hecked the amount of gas withdrawals from the two fields for
laat yeare The average take fyom the whole field was 17#% of its open flow,

MRs OREER:

You feel any weils in those fields would be granted an allowable to what it
has been in the past, regardless of the produoction aad spacing.

R. THOMPRONY
I did not follow you at all,
'S m!

I belisve if you will show the govermment aoreage in these fielda you will

find spproximately 16 or 20 additional looations whmn will bo forsed if Ghe

160 aore ruling is upheld,

Why on 180 if it is not being forced on 407

UR. QRZER1

Some of the welle now drilled are more than 1320 fest from the edge of the lease.

MR, THOMPSON:

I believe that is & problem of the Unibted States Geologicsl Sur -y,

MR, SPURRIBR:

Al do you meun to asy thab the distence of
‘1320 feot 1g the offset distance., If I am
drilling a well cloger than 1320 feet to .
your acreage thea yoa will be ‘forced to
drill an offset. = By whose rules and
regulations? : A

MR. GREER$ |

. Morrell will you comtradict or add t¢ that?

MR. MORRELL1 -

f’Iwuldllhtonhwmmnlst one time.

m, smmu

'\
Is it rsuemhlo %o believe that the price
of gas in this area will remain at 54 per

; mmmu»mm:g. I am not being
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facetioua in the leunt -~ ir. lilcholsn’
figuros were nocossarily predioted on by
a thousand bub also the priccs wore asaumed,

¥R. GRYER:

Additional recoverable gas left in the ground more from 1t and possibly additional
wella, Just how much gas would be left 1s the question,

COLHISSIONRR MILE3:

The point I am interostod in ts ae to the
resovery, It may hacoms mora valusble - bud
tho rocovery ie what I am intereatod in,

MANUBL SANCHEZ s

Wouldntt your regulations heavo to be changed then! IV is & matter %o be
considered at the time., ihon the timo comes if you oun recover iy bLelow 150f
eoonomiocally, isn't that the time to come in and pasu regulations?

COMIIZIONR MILR31

If 46 onould be resoversd now that would bhe
the tive Coa conglder 1t,

MR, SANCHEZ:s

Has there ever been any basio figure fixed upon which recovery at the present
time oould not be had economioallyt

MR, - NICHOLS:

I think thet varies both wdth your drilling ogost and oporating expsnse in eny
given areas; I think it would be oonsiderably mlslewding for me 4o try to give
a polnt such as that.

¥R, GREEBR!

It i3 oonceivable all gas oould he recovered on 160 aore bLasis - 1t is better
for the oporators to get tegether sand decide wiong themseives as to what they
profor. Certeinly an oporator is not going to drill a well oloser than he feels
he can recover pgas sconomloally in and at the sane timo he would like to be sble
to drill on amaller area if he feels he oan.

MR, LDAt

¥re Commissioner, I would liko tvo sake a stutersnt., Mr. Spurrior asked the
grention regarding the prioce of gas, We don't know what is going to happen

to the price of gas in Ban Juan County ox any othor location., Ve only know

the prioce of gam in this general srea has inoreased within tlie last 18 months
‘from 33 to BZs The conoonsus of opinion among producers is that the price

of gas will inerease, e all know the value of gus in a given area depsnda

on maxy faotora, riot the loast of whioh is ths amouat of gas available in that
aress I don't know whethar 1504 or 1004 or some other figure is:the abandonment

 preisure for thls fleld, but 1t strikes me that the operating costs of the producers

or ¢f the gathering oompany is ¢ rci.l and positive barrier, not only on the value
of the gas but on the admndomwisnt pressure for the field. Unless I am badly
informed, [ believe Southera Unlon Production Conpany in its operations in this
Xuts Canon - Pulcher Basin wrea is required to viait evsry well on’a daily or
twioe Gdily basis for the purpose of checking the well as to its operating
oondition, Having operated up in that field for a long time it has been our
view, as evidenoed by our own operations, we have operated on a basis of one
woll %o 160 aores ~ wo believe one well will reasonadly and economically drain -
160 acres. Anyone is entitled to his views, and ours should not necessarily
prevail; however, we have gomd to soms effort to either confirm or modify our
-owm oeonclusions and while i3 ias probable that in any given period you can get
more gas ou’ by putting four welle on 160 acres; it is also true and camnot be
denied that you do have drainage, oounter drainage, cross drainage and drainage
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from wide areas. If the present gpacing rule prevalls « I have hoard gome
comnents that made me wonder whether sompone would really like to seo 240

or 320 aore spacing, but so long as the prasent 40 aore ruling prevaills in

these fields some 20 years old - whore pressures have deolined withoub

exception beocause of adjoining wells - wo contend there is ample drainage

aoross 160 acres. 1/8 of the gas has already been taken oute To loave the
spanoing like it is will psralt or perhaps encourage tho drilling of wells on

e 40 acre basio, end is actually going to reduce the value of pas produced

from that field beocause of additicnal operating cost, ultimately, to the man
interosted in getting velue from that gea. My people are oonvinced we should
have hed 160 aores in the field all the timw, To & large extont woe have, in
fact, operated on the basie of 160 aorssy it is tho smallent ares that we think
is a proper spaoing unit. It isn't roaslly feasible to try to unitige any
smaller, but if you did you would almost bo compelled to go to 40 aorsas. There
might be some gas in remoto areas that will never be recovered but we cannot

soo the economlos of it, We oan see it is liable to parmit and encourage the
operatora to driil to their owm solf-destrusctions I think we are sll interested
in getting the most gas for the least money. e want all the gos wo can produce
oonsistently with reasonable investment. It will nafurally take longer to get
that 71% of the total ressrves out of ono well on 160 aores than it will take
with one woell on each 40 aocrses; as proassures get lower and lower it 1a naturally
going to produce less.

with the Southern Union Coumpressor Station sorving this area - it is now some
2000 BP -~ end the gathering linos and with 160 acre spacing prevailing we atrentt
oonogrned about our ability to got the gas out of there. There is a defintte
danger tc anybody owning and operating in that field under a spaocing rule that
will permit the drilling of wells on 40 scre units, We have just had »n example
of 1% = we have some wells looated on like unlts, under the rule of ths Coumission
and don't oritioclite it, Under your rules, howevor, it was proposed recently to
drill a well up in the nsck of three 160 aore units 330 feob from each of them,
~ Such well would require & 3 way offsst and that kind of thing isn't even 40 acre
spacings We would he foroed to pay compensatory royalty or drill three wells to
offset = I ax sure my figures are right and the distande between thoase wells is
only 660 feot. If that is not 10 acre spaocing I eam badly misteken. It ia this
vory situation that brought this matter beforo this Commisaion. The well was
re~located before it wns commenced and put in the center of a 160 aore units
We sincersly havs brought this thing to the Commission bocause we felt that
something hed to bs dome, We ars driliing in on old area where 1/3 of the gas
is already gone. As to the old wollp on emsll units, the wells were drilled
properly and lewfully et the time, They are there and if ws had 1% all to do
over again we wouldn't drill thom in some cages. Whether that is true with
gome other people I don't know, but there the wells are and we caxnot do unything
about its Ve do know that one well will drain more than 160 acrss of lend if
given e reasonable opportunity in point of time. We suggest 160 aores becausse
that is the generally established spacinge

e g e £ A T e AR R s

COMMXSSIONER MILESH

Anybody else like to ask sny questions?
(¥o response)

Let me get ome point straight - as an overall
pioture, I waa talking about the matter we
wore discussing &t that partiocular time
pertaining to whether or not you could produce
more gas from 4 wells on 40 acres each than
"1 well on 160 aores.

MR, LEA:

I would oonoede it is manifest that in the same porzqd of time you can extrast

more gas on 160 sore traots by drilling 4 sells thana one well. It is the limiting
fastor of the open flows I think sveryone realises that they oan produoce more

g«s per day with 4 wells than one. Our problem is to find an optimum spacing

unit being the reasonably adequate and economical unit for the field. e oertainly
otnnot produce more gas ultimately from 4 wells than troa one located on a 130

aore unit,

..
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JUDGE SETH1

On behalf of the 3tanolind Cil Oompany I an instructed to advise the Comnission
they have o objection, but believe the spaoing should be larger than the 180
aoros in these pools of gad.

DUDIEY CORNELL»

Mr, A. Oreer has been iaformal chairimen of independent oporatora, and he asked
me to ask that a copy of these oxhihita Le made available - aend that the indopendent
operators be allowsd a rebuttal at the noxdb mesobing of tho Comnission,

,'!Rl IJ!::AJ

I don't know what that meons exactly, but i% strikes me a 1little singular. Ve
went to the extyemo of nmalling to eash person a copy of our petition with the
asuggestion that wo exchange information with a view to ending our bueinvsss
properly at this hearings I do not ocmprehond exsotly why it should be nesgessary
under those conditions - adequate notice has been given and we had no requesth
from anyonse for information. We did not hear from Mr. Cornell. TWe ars not
donying the opport-\mitv to enyone to be heard in this maiter, but I believe the
opportunivy has been given.

HR. SILVER$

T would like to mako a statoment for my employer. As I said before, we have
no partioular desira about well spaoing other than the most eovnomiocal, e
havs a peouller problem in San Jusn Basin of having a like permesbility of
sand struoture, productive arens which are not too well understood t¢ the
present day, We do not partioulerly have any prsference in this fleld, we =
have a small awmount of acreape on which ws probably will never dzills ¥e
would like to sso, if possiblie, additionsl data on this fisld a8 time goes

on, 5o far as the 160 aore spasing ia concerned, it is entirely foasible
that & groater or lasgser spsoing mieht be desirabls., That should bs determined
" fron the esonomic faots. We would like to see the data glven here today giwn
~to us in soms form.

COMMISSTONFR MILYSS

M¥r. Lea, you do xnot feel you ocan operate
on less than 160 acres from an eoconomioel
standpoint?

mo_’m!

~ Wo sineerely think it would be a migtake 4o do its Mr. Nichols! figures sssume
© $16,000,00 ocet and & 6¢ rate on present conditions. If you could find a
spot where @ well drilled could produce B85} and you drill on 40 mores, the
only thing other than 160 aores that is femaible, you would recover only 877
of yowr investment diarogarding operating cost and disregarding the fact that
1% would teke you years to do it in. If you drill a well with 400} of pressure
you would recover - o.nmnin,g you had this kind of condi‘bi.an. 4xwt1y one-half
your original 1ms’mont. ,

MR, ENGLISH:

You fellows have been talking on pressure all day and have never mentionad the
millions ot feet you could get.

MANUEL su:cxxzu ,

‘ -llr. Hichols mo it in the rcoond.

) EEGLIEE:

I wuld ke o mow about nmo;; of fest of gas.
- WR. THOMPSON: |

The tutimoxv has developed the net resoverable gas on 160 acres ss 1,300,000,000

feot. 1If you drill on 40 acrea and everybody else does, ynur recoversble gas would
be 1/4 ‘6f that. The area of the presemt field covers appruximately 22,600 aeress
ndrnhditon;bm- of ounﬂto&bmu.’ixtwuld roquinmm




wolls at 318,000 00 a well ~ would be almost 38,000,000,00 you vould have to
spond, It would be ingossible tn ever reoover thoe origivml investient. L

e LEAR

My statemont was made on the swne assumption, @ 400? well oould never producsd
the sume quantity of gas as a 586} well.

HRe FHGLISHs
You fellows have snything againat ratablo taking?
MR. LBAa

No. But about a year ago there was & bill appeared - about a year ago - and it
was tho moat irmature I have geen: If we are golng to have one, let's have a
good ons.,

COMMISSIONER MILESs

That was the only bill presented, you hed the
samg opportunity of anybody else to present
one. The meoting was oalled for the purpose
of dlacussing 4% and that should not be taken
a8 an exsmple.

R, LRAs

I did not mean to suggest that at all, bub-the facot does remain that a bill was
presented and we thought it a bad ono and had to opposs it. Pro-ration msy cows
to thig field, perhaps it should. There are poopie in the field today that
would be hurt by this. Our only question ebout proe-ration would be the
additional burden on the operators and the Commission.

COMMIBSICHER HILES

This 18 & matter to come before the Leglslature
and not this Commisaion,

MR. GREER?®

I would like to request that tlie Comnigeio:. consider the offgets that will be
requir¢d if a 180 aore spacing rullng is upheld or in deolding on specing ruling
that they be taken into consideratlon; and the reason for that being consldersd
' I would refor to Mr, Foster Morrellta letter in which he remarks about the

- market, and tho increased nunbeyr of wells oaualng the production from each well
f t0 be so small as to make it uneconomical to drill additional wells. Also the
rule 4 - 40 aores to a unlt, and establishing a great number of bad spaced .
welly throughout the field, I doubt that the averags spaoing in the fileld |
exceeds 120 acres. I do not believe the retaining of the 40 acre spacing unit
will see additional wells in the old field unless it does benomo soonomieally ,
feasibls. .

FOSTER MORRELL:
I would like to olarify the points that have besn rsired.

First, in order to show the interest that the VFederal Govermment has in the
Kuts Canyon -~ Fulcher Basin areas, I have prepared some aoreage Ligures., A
conservative estimate taking in more than 1/2 mile from present existing wells -
arrived at a figure of approximately 22,880 sores that could be considered as
proven production. From the south end of Section 32 up to Section 19, 30 ¥,
12 W < of that acreage the federal is 16,200 or 71¥, fee land 6400 acres or
294, Aocording tc our maps there are 80 acres of state land we ocuvld not get
percentage mark on. On that proven acremge there have been 77 wells complsted;
48 on:govermment lands and 32 on fee lards. .The development, 68% of the wlla,
_ 42% for fee lands as ocompared to 71% of the amoreage, broken dowm to
fields - Fulcher Basin total is 12,400 - 52 lands goverament, 48% fes and
no state.

Y ) B
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In the Fuloher Basin fieolds, 40% of the wolls on U, 8. land, in number 21 on
U.8: land, 31 on fee land - a total of 2. Kutz Canon ia & total of 10,280
aores, of the federal interest ropresents 98%, of the fee 44, Twenty-five
wolls have bsen completed, 24 of those 25 wells are on owr federal land, with
the control we have under the loase act und federal leases in Kutz Cenon, we
have 967 of the poreage devaloped Ly 967 of the wolls. Going back sowmewhad
into history of the dovelopment, I think the whole pleturs is someowhat compli-
cotod by the varisnce of opinions »f individuals versus companies which we
olwpys have with us, but our position is one bthat equity should ve provided
rogardless of whether the operator is a major company or en individual or
small companye The faots with respect to development are indiocated in a very
short statement I reported rocently to Waghington., that dusing the nasth sl
years wollg inorsaged from 8 as of December 81, 1941 in Fulohor Bamsin only

to 16 as cf December 31,.1944 and b1 as of Decembsr 31, 1947. A ratioc of O
to 61 or over six times inoreasoe The f1901d withdrawals during that period
is reprogented by the figures of 1 billion ou. ft: for 1942, 1.9 billion in
1945, and 2.6 billion in 1947+ That is & vablo of ono to 2¢6« W2 heve a
nuaber of outlying produoing wells but the nwiber of wells inoreased 6 times
end the market inorossed by only 2.8 on all wells in the same pericde The
withdrewal poer unit deoreascd.

MR, BHGLISH3:
Have thoy besn teking all that zas?
A. They have a market for all the gase

m. ENGLISH»

1t you are furnishing gu from Ba:rkor you wouldn't be taking as much gaa from
Fulocher Basin?

M. MORRELL1

Barker ocomes into the pipeline south of Kubs Canyon and does not affeoi; the
deliveriocs in the Xuts Canyon - Fuloher Buin Orone

Any meket from any field will depend on dolivverability of the gas from that
fiold, and deliverability depends on the open flow capsoity. You can't get
sway from prezsurv at the rate to which the wells oan get it up. ‘

MR, ENGCLISHS

At one time they had the samse prossure in each field, You arg not going %o
try and tell me thers isn't any nore gas “han bofore. How do you know this
field won't reach out and take in a largs aroat

MR, MORRELL:

This i jJust = matter of record of pest production, The point we are meking iu
that you have greater inoreused wells than you have in the market, which means
you will have to diyvy up yowr market.

LR, ENGLISH$

From what I hear there is a pretty good size market, '

MR, GRUER¢ |

Ien't it natural for the prouuro of gas wells to dseline in any gas field?
They oould liave taken more gas from time to time by lmring their Pressure.

MR, IDRRELL: ,
I don't kmow about lmud preuurc in order to get more gu. It is a matter of,
record in all gas publications that for protection of reserwoirs ges should net
oxosed 25X of ﬁu flows Over the years you will find that limit is maintained.

The quut&on of w‘wtber it should be mainteined at 25X of the opon flow and
o92-
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whether you hurt the rogervoir by tuking more Lo certainly an opon quuestion,
MR, ‘f".ml?l.Lt
1t has been debated for the last 30 yoars and there han beon very little proof
otherwise, You are gotting to the matter of rato at vhich a reservolr will
re~charge itgelf. If you pull it out too fust whon it cowws you are going to
have te sit thore and walt for 1%,

| | Y. GREER®

I do not believa you could find evidence to substantiate thet,

M, SILVERS

Thig field and your data given - more gas by herder draws and J belleve 1t
will be substantiated,

R, THOMPSON1

I soid the average annual take waps 17% of its open flow, I don'% know of &
fiold in the ocountry that 1s boing givon a bettesr pull than that.

MRe MORRELLt

In the earlier days of development, there were certain gpacing excoptions mnde
before it was dstermined that a 180 aore spaving was the most economloal and
best for the reservoir - at that %ime by agreewent with both Southern Union
(Gas and Dudley Cornell in commection i th the dovelopment of the Fuloher Basin
field, the only omo active at that time - we set up 160 acre units. P.A.We
hed the 640 acrs limitation end at the request of Cornsll and Southern Union
Gas, meveral 160 acre oxceptions wore made.

MR, CORKELL:
Southorn Union Gas refused to join with nme in ny aepplication at that tine.

MR, MORRELLt -

The feot wes that we had 160 asore spacing and tho 011 Conssrvation Commigsion
sdopted an order for that field « Order 551 effeotive in June 1948,

On application from vrivate land operators and aftor a hearing of tha Commi ssion,
the Commaission omcolled the ordere. The Interstate Compact Commisslon nade a
recommendation that well spacing adopted during the war should bs conbinued
wherever feaaible to proteoct equitics. : A great additional development - thia
inorense from 16 to 81 ovor a thres year period has been to a vonsiderabie
oxtent osused by the recent developmont on prismte lands along the Animes
River, I think they are entitied to all the gas underneath theoir ground and
should be given considerations, but I don't think that asreage should set up
spacing for the entire field, ¥hat tho Comiasion could do and should do has
been pointed out in the testimony, The only othor thing I oould see &t this
time would be by legislation for pro-ration, as Mp. Corngll propised,. As I
understand the petition of the Southern Union Gas it is for developmont fron
nowon and will not sdversoly affect any existing wells up to this time. In
ahgwer to some of the quoastions that have bsen raised, Mr. Greer has givon me
some ldeas. Hlybe w8 oan get more wells drilled ourselves.

MR, BNGLISH3

That is what we are afraid of,

R, MOXRELLs

The question of offsets is a matter of your lease terms, leass terms on private
lands are more strict than on federsl land, If the operator does not do what
thnomrthtnhhoshould. bconntm it into oowtamdyouhantodrium

offscts  The public lands ieases niiow considsyak)’ {“-«*-Hnn - that dimrotion
is in favor of the operator. Compensatory royalcy 1s oalled for in lieu of sotwal
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drilling. 7o made this as to caoh location and wherever s poasible looation
mlght bo wo take into consideration all lmown facts, If wo think there s
drainage wo will o0all on you to show csuse why you shouldntt drill. You have
a chanoe to show us ond if the information is adequate that ig all there 1a
to 14. Our offlice at Roswell has leaned over backwardg on the spaoing mettor
in Fulchor Basin, primarily because of the small 4ype of production obtained.
To let thie thing como to & head where it can get to a polnt of developmont -
I have in mind a tract surrounded by four wells, inmediately adjoining that
120 on which wo have asked Byrd-Froat to drill one well, but if the Commlssion
doas not goe it to proteol the equity of operators who have alreedy drilled
and allows wwnecessary wells to ba drilled on 40 more treois « « =

MRe ENGLIBI:

‘What woll 48 that?

FRe MCORREBLL®

That is the Byrd-Frost Hudson,

]. EBHGLISH: ;

You dontt conaider that e gas wellt

MR, MORRELL1

That 418 & geas well of the type boing complsted in that field.

If the Cormission doss not see 16 to gob up & minimm spacing for that, more
than 40 aores and p to 160, it may beooms neceasary for us to essentially drsw
& fencs around private operations by regquiring offsotn whers we have a blook of
acreage on 180 sore spmsing. Te don't want to do that, that iz false economy.
The testimony presented has shown this is more o matter of economics then any-
thing elses I would like to take excepbion Vo Mr. Greorts stetements as to

the gas left in the ground. There will not be any morc gas in the 160 than
the 40s T would also 1ike to corract a statement nede by Mr. 8ilver - you ssid
you hod an identical field.

R, SILVER:

I meent the geologioal boundarics - type of formmtion, age, oond}tions of‘
Aocumuhﬁon, everything but the preesure.

MR, UORRELLS

Would you nane that for the record - the neme of the field?

ER. SiLVERa

Blange fisld - tw producing sones, lwsa Vorde \format;ion and Point Lookout
sandstons. '4400 feet and epproxiuntel¥y 5OSL feet,

Pressure 1a about what?
MR, SILVER:

The pressure is around 1300#, the only difference, the mccumlation is ourrents
of gas the limits of the field and their fiocld ia not limited by geolugical
conditions so much as by sconcmiocal factors of production and development. We
foel we have § field limited the sam: way by econoale factors of production
and dewelopwent. 7The geological factors closely cpproximte those in Fulcher
Basin = Xuts Canon.

MR. MORRELL:

I understood you wers talking of an avire diffsrsnt ressrvoir, You mede the
statement what was done in tho Fulcher Basin and Kutz Canon would aply directly

to yowr field.




HRe SILVER1

I weant what eobion the Comalgsion might take on low permeabllity reservoir,
it 1s eoonomically a marginal reservolr, has to bo produced as sush. Ve feel
also our regorvolr might %o warginal veservolr and will have to he producsd os
suche Tho aotion of the Comalssion in this cage will have soms boaring on
our {ield,

MR, HORRHBLLs
Tid you have in kind a apaoing or 16U aores or mores
. SILVER:

Ouyr pregsure is groatsr. o gould not conceivably see less then 520 aore
apaoing.

MR, ]\K)RRE]AL f

As 1 rqoall, the south of your present wells &t San Juan, the river orogses
your atructbures on which there 1s considorable lands The gene quostion Qu’b\ld
arise in the Blawso area as in Fulchexr Basine

It may be & good {des to make sn appliostion Yo the 0il Congervabtion Comslssion
bafore 1% gets out of hand, _

HRe SILVAR:

o feel wo oannot dlssusas it with the 0il Conservation Comnisaion wl thout a
geologloal eurveyo :

MR, LEA

Yours 16 & new £iold?

MR. SILVER$

No, it is fully as old as Fuloher Basin,.

MR, MORRE[.L1

I would likc Yo mention for the infomat-ion of the Comnission <« I thimk Governor
Miles mentioned something about BY gas - I think the aporators in Fulchsr Bagin -
Kuts Canon should feel very fortunate that they are receiving §¢ mof beosuse
there is no other gas produoed in the §tate of MNew Mexloo thabt ig getbing §f
per S?Vot;“'rh‘ standard prioe in Leu Oomky e best you zan get on noml sle

1 do say, as stated in this letter, the 160 acre spacing is & necessary thim;
to proteot all parties who have drilled wells - to proteot them from losing the
mHuwy. they have immested - the questions that have been asked Ludicates & lagk .
of iiowledge of what may happen 4n the future on the part of some individual

- operakora vho aty be making investments and end up in the red. If we have

operatars loalng mdney. it is going to diaoourﬁ;ge dowlopment. We want to keep
sperstors on a proﬁta.ble basis. ; : :

féna BMLISK [ ]

1P we get 160 sore apwi.ng p,nd if we want to drill & well in F.xnington
‘MRe MORRELLt
‘Wouldn'!t hive sy effeste

CO:MISSIONER WILESS ,
Anycns have . question or statement to make?
MR Le Lo STALLINGSS
I would lﬂn to present these petitions from farmers in San Juan Cowky, amd

would like for them to appear on the record.

,,,,,,,




CONYISSTONER HILES)

They will bp considered by tho Commission and
inoluded in tho reoord,

MRe LEAS

iihile all those atatsuents have hoen nade without tho bunofit of the testirony

1 have pewe OLVLOXE Buauvensstive AU LiIWw EUuvide

One {rom tho ‘Yeatern Natursl Gas Company eoxprossing approval of the plan, and
ons from J. Je Mudsone There geems to be sevoral gpots of cousern about
oxceptionss 1 guves ws have taken it for granted that exoepticiie would be
provided by the Comaiselon. There will be and there are situations in which
if the ogumtor oan find it eoconcitcally feasible to drill he should be
poimitted to do o, on petition to this Commission dosoribing what he expoots
to do and be glvea Ml consideration whatever spnoing unit should he adopted.
Thnt applies not only in the well developed field but in the flanking arcas
where open flows and permeability are a little out of the trend. The oliizens
Lrom Farmington seom oonoerucd over the statomsnt in the petition that the
Comsinsionts order chould govorn the field or area ag it might be extended.
The only purgoae of that is to make unneosassary new ordersg of the Comalssion
on aocount of extensions. The Comnigslont!s order should inoluds the immnedliate
surrounding aresa of the field as it is axtendeds otherwise, it could ouly be

- oontrolled by repeated orders of the Corznission. I did nob suppose enyons hed
the idea this field would inolude other developed areass The Commimsion's
order ghould have a provision to inolude this fleld and exclude other producing
arean, S0 far ag other areas are soncerned it astrikes us there ia not suffioient
information to this Comndwaion or to the operator %o know what is needed. Thoere
is no reason %o provent 4his Commiasion from ontering, on petition, whatover
additional orders might be necessary.

MR, MORRELL1

0f the wells drilled 715 of the total and 98% in Kuts Canon and 54%, I belleve,
in Fuleher Basin are on Federal land. I would like to odd we have had in the
past geveral applications and one current for relief an account of high operating
ocoatz, for relief from rentals on public land leases from $1.00 an aore to 26¢
an aores In granting those the Depariwment has recognized the low return. e
haw one by Mr. Carrell and lir. Carroll has developed hia own loass on 180 adre
apaoing and still needs reduobion on the rental,
This inoreased number of wells and tho amuml rate of withdrawals st 2.6 billion
. for 1947 and eatinated for 1948 approximately the same. Fifty one gas wells in
" Fuloher Basin 315,000 or $18,0C0 par well for ocost of drilling. You ocan «dd your
taxes, yon would have in the neighborhood of $1,000 to 81,800 net per year, in
the neighborhood of $100 per month. That is the situstion if you zet into excess .
wolls it will coutinue to deorease. Instead of 5100 %o $180 per month you get:
376 to $100 por month.

MR+ GORDON1

Byrd-Frost encoursges spacing not less than . 160 aores to the well, but we

are concerned with this offset propesition and algo feel whon the boundaries
of the field is reached thore should be some latitude given on the location of
wolls less than 1/2 mile if poasible, end should e & little latituds there.
MR, SILVERS - | |

The geological limitation of the field we have been disoussing will be more by
soonoioa than by geology.

MR WORRELLY

T w11 say as much.

MR. ENGLISH:

According to the United States Geologloal Survey there ia mo structure there.

-36=
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¥R. MORRBLLY
I an afraid we would have to differ, anything 1s a struocburoc.
YRe GRAIJAMY

i What area did_the pyopoasod order a;ply tof

MR, THOMPSON

Approximate area Le desoribed in the appliocatien,
© COMMISSIONER MILES:

AR

Anybody else any queation to ask or any
atatonent to weke? »

'J.;he Somndasion 1s going to take this casde
under sdvigement and anyone who wants to
fils & witten statoment to tho commusion.

wo will bo glad to have you-do sos
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ALGLE Be GLECR
negslstored Pebroleun inginvor
State of Now Mexlco

1020 dorth Shipp
lHobbs, New Mexlto
Februnyy ©1, 1948

ihe Now Mexlao 911 Conservation Commleslon
Santa Ve, How Hoxloo

Conceranlngs  riel swanltted on bvehel!
of some ©f the lndepsndent
oporators snd smull land ownhers
of vwan Juan County in rogaxd tos

Casze Suwner 126, relnlive to the

rerquce s of bhe Soubhaern Unlon Gan

Comparyy for a apacing ~aling for

the Muloher Tnanine-Xutz Canyon Ums

Pieldn, Con Juan Countye
Genti&man:

- I'wish ko submlt navewlth for your eongidaration in this natter
& fov writicn statements suunmarizing t:ls ceso argd teastlnony perw
tel niny thereto, as I have analysed 1t.

- le Tthe pencral probldﬁ of optimum spacing In any fie}d requires
curefﬁl sbudy-nnd e . larga nmountvar_carefully gatherod and conplled
{nforms tions

2. Gntil'm:proximgtely two waosks prior to this hearing all
of the necesssry 1nformatibn hae beoen avallavle only to the Scuthern
Union Jas Company. At that time part of this nocagsary informstion
ha# bewn'cmmpiled by them {rowm tholr filos ond made avsllable to
interested partles. ITwo waelts is not sulfiolent tlime, howaver,

to permit a siudg of thiasa nnture by an outzlde company or Individual,

T Horeover, the lufo:matlion assoubled st that llme waz not adeguate

to provide & derinite selution.

W.N.M.C.F, ‘M‘IcizOcmpHrcs ’ —)



Be A wpacing ruling in an old flold o thout rugsid Lo pro-

retlone-or without & pDraration rullngre=woild, in o:ifect, e @

Alraet contraddstion Lo tio conewption of socreintlive ri-his

na underntoed In the petroleun Industrv,

Jar, Jaal as now 4C-acrs weolls
13 wuils on 190 acres would nnfalrly
seaare traety g0 wosld now lol=acre

LI LI I S S o, " A 7Y A g o .
1Lea Lo dralnel by ol ouells on 4leacrc traols,

PIRR P - S T ORI o . " LY, N . - R 4 2
svoasles ol fncvonoe) wella withoul an unlindited

< R
- [ A S MRS R N T Y

markobt, el resulting saalls. Jor wo il sooduction rate w3 crourht

thy wddd wonld, in oAy oplnlon, e

out LY Mre -oniel Correll of 4
sore likely aoaravated Dy lode=aciz unlss than velisved; due to tho
= ineresscd nuinber 9 foreed oirsshse

N

S, In ropazrd Lo the svidsnes presented at thw wcaring

A
it

February 17, 1948 1t was shown that old wslls had a dralnaie 1ne
fluence over extondad distances In sowe seoss, and in interference
test conducisd on adjolulng wells catavlisicd communicsiéion belween

i ehiow now much gas will

o

thomt bub cthe evidonss presented ¢id

¥ o £3
A

e luft anprocovored 1o bie jreservolr at abandonaeiit »0i vaikLo

¥

well arecingag nor dle the testimony deovorile ¢ manner In wilch

2 wolls wy.lill wo locatod on 1€0~-aocre unlty in order 4ttt wells oould

later bo Lnfilled on snailer Lrsaks, L0 seoven eooronicelly foasibla

S0 brlaelflily <laxlly Lhesc pelnts, ¥ wizh lo psoint outt

- (a) Thwi, eliwovugh drainase over
oxionded SGlatunoes has LGsen proven and comurnioaLion hea
beén establishiod DeiSwoun wd jolnlng wellsg bthe iniz Langone
Falote  flasin Fleld s not unigue In thls respests  The anme
can hHe shown oy mosld of tue o0ll wnd :as lolds Liow in
exletence, _

(») In wview of thls, & declslion on
& spacing 1:lln;; shiould e tadede-not from ovidence of come
munfcation and goune drainage alone-~byi &luo from & considere
atlon of ithe value of the ultimately unrecoverable ;zas left




I ihe vesdrvolr oy Lwelous el oaracirnesy tor o U subh Jeed
Inadovun s LostUinmiy wea pros u‘.a,d.
{c¢) & .\,."..;'i".et ol ooe onGa, LF
B anaakns of 100 nopen 1ol vl s snabon e, o cemidt
Jater Inflled oxn 1! Gt ocloss: oowclio, P oovay raven
geoncaLonlly Messlnle, 10 3houle Lo reso nlzon hbe O NGRS
; Lo asysy

s loatl, jractleal apacling Jroo Ldo-acre anlus 1o
por weolli and tile L3 yoess!i le only 10 tre wollu oro ©o¢
Inltial liveacre trackts nige 3;0btcd on 50«nere pothorn:,
a risid centor=apoet locetlon on 10 geor.s Ls 1o lvao
only wniform spacirng on Infllled drtllic, for cachi 1
tract, would jouyulie 4 Lorye wells, oy an avarsse i 5
pLI HO 11,

Froo bthe teatlmony regantod
ni Lte hwarlyg Lt can te scen thet an lncrsasce in L price
of gwna, plus B decreeso in the cont of wiilling tuve wells
{bLoth o whilch ave nomanl trends#) would Justify nfllled
Arilling on nd=acre looatlonsis it la fond later that na
maeh as apsz 3f1m&€<1y 25% @more a3 can be recovercd on the
closor sprcinge. hlz sane (nformation indicates trat Infilled
drillivuge of 2 ucr@a per woll would (rocatly never Ye econcmie
tally fensible. tHonce, Lli0-mcre csnturespot locstions would
ke later indilled drlilling on 3ndividusl 100-~acru trmu
forever 1:1305810106

YoTeovor, & gludy of thic
flald tndioates trat a largo nunber ofF tha drilling units
cen Ho nore ﬁ‘?acti,niv drn*ucd hy laﬂatirﬂ the wells in the

most poermoable zart of the unity and this permoasle part is

1

nal necoogarily In ihe acnﬁer o LG »ﬂu:e tracls. or the

swne nunbeor 9f wells, the Ffleld enn be mope affectiively

dradined by placisg the vollae in the mosl porrweable »parts of

unitz rather tian ri-d conierspot locahiﬁns.

Iy 1s tuncvelors roguusted, that fn the avent the

Comulsalon ducides %o set s szaciny 1ulding cequlving 1850-neres
ey well, that considerntleu e zlven to Lloxibllity of loentlng each
well on fta unlty in order that muximum adventage may ve raalized
from the continuously devoloped gaclozlcsl and enzineserlas informow
tion; and in orxder thet cpsrators mey have tize opportuanity to

locate their wellg on G0encro patterns if tlcy so choose, so that

to
they would Ye in position in the future/infill wolls 1 proven




¢ onomleally Justisimula,
Ge 1t 4u rurlized thei pono ol o6 06 Qocudnnll

to protect the dnvestient of oporatoyg wbho drilleg welie on 160
ners Lruuﬂ&. It 18 ;osslnle, nowcvey tont the cuills sltuation
could best bte Landled Wy & operaior s cuoidtieo formed by aoilve
nparators in the pese Fooilor meobinsg oo ld Lo hold and 511
additionpl Infommilon studled and discusasds In s S RVS PR S
fallare or o-eh a eomalbbos <o Yirln yoasoonlle saorcoaonl anong
the cvegratorg, rosort could Lo kiss to legel action by liw 0Ll
Connervatlicen Connloalone

Youars very: btruly,

/s/ Alvert f. Groer
Albosrt He Greor
) The deersnge In the sopd 0f driidin, would 16210 Lrom

improvod metnodg and compotition i drilling as sore
activity centerg in this aren.




El Fidol Hotel
Albuquerque, New Moxico

Pebruary 13, 1948

03) Conservation Commiesion
Ssnta Fe, New Mexico

Gentlomant

| the vriter has made a ntudy of the petition of

| Southern Union Produotica Compeny for & spacing orxder

J fixing the spasing of wells hereafier drllled In the
Rutz-Canyon-fulcher Basin gas filelds, looking towards

; the best intsresi of the Unjted States, the State of

i v Now Mexico and the development of potential areas in-

I volved., It 18 my opinion that thia proposed program

i is sound. No doubt, there will ve instances witere

| exceptions are warranted, which would come wnder the

; wise discretion of the New Mexico 01l Conservation

|

, \

f Coomisaion.
‘i
I
|
| L Ypubirs
Jv ~
( 4. Je. Hudson
JJR:fr

6o - Bouthern Umnion Produotion Company

Burt Building

Dallss 1, Texas




EARL A. NICHOLS

Consulting Petreleum Engineer

2000 KIDWELL STREET S
DALLAS, TEXAS PR S/
- /’ g <
T;.J-].;::» Lo /// o // - /)

februaps, 5, 100¢

v, Tea Thermsen
Southern U fen ng Co,
2urt Budld oe

Yellas, Texas

1

Dear Pr, Thomsons

f I reve reeeived the charts civirng the rronlts of Bhe cecoreandnd

} - field tests, Theze Locts wara nerforied on the Fulz Canvon -

| Fuleher Basin Field in order to atterpt to establish a ccsitive,
mechanical snsywer as to wvhelher »ros ure Interforence oyists across
160 sere . traocts in the above wemtioned Pio14,  TE wos cur Yeliel
thot shenld sveh pressure intorfeorence axist bebloeon wells now Arill-
ed on anvroxiratsly 160 nere spacing, one ecvld aceordingly fecl that
drainave neross 160 scre Lrocts ox (istoed,

Seven wells whose approxiwate spacing are 160 acres yper “ell were
shosen, They were the SUP Ynlker 41, SUP Vialker #?, SUP ¢ Grnth
L, SUP Me %rath #F 2, SUP lec Groth # %, SUP Yattler # 1, nand the
SUP Hudson # 2 wells, These wells were shut in e voon Januapy

9, 1708 and rerained shut in until B8:30 A.Y, Jahuary 12, 1008, A
this time all of the vells excopt the Walker # 1 wnrs »ut on nro-
duction against a line pressure of 261 to 270 P.S.1, pa, At 9:C00
AL on Ja anuary 13th, the svrrounding wells wore talen of € of the
1line ard blovm to the uir, the Yalker #1 still r:«axrlﬂg shut in,
i recording pressure chart on the well heed of Lhz Yalver #f 1 well
during this test revesls the abtached tabulaled and grankicnl veo-

sults,

It is to be nobticed that dwes to the norml m’cle of ztrospheric
terperature chanre durinz s 2l hour period, the tewperatuvre effect
on the recording 1nstrumont shows a distinctive 2l honr cvele change
on the rescorded preouurcs.”To heln clarify f\is effect, the pres-
suires vere plotted versus tine of dey end tris «ravh is included,
It will be roticed thueb, irvegardless of fhose terperatore offects,
the overell curve of pressures for the scecond day lic censiderably
abeve the curve of the nressures for the first dnj af tha shut in
period. This is exnleined, of course, s beiﬂg Lhe normzl build

up of vressure due Lo the s 911 being saul in, Likewise, theonrves
of pressure fer the %rd and Jin dass 1de resnechively hicher each
day, shoviing this sare build up. The surrcundine rells were put on
preduction, on the rorning of the hith dey, but their effect on Val-
Yer # 1 is not siznif 1cantlv felt until the Sth.dexr., It «i11 be
noticed that the curve of pressures for the 5th das falls back be-~
low those of the hth darv, very dof1ﬂ1+91v indiceting nressvre in-
terference hed reached the Valler % 1 from the cut"l““ vells,

-8




Loocaitor %6 e 40 ovnluote 2 Lhdg cvnouvve Ao,

C LTI ”)(\ t“{’ nUnse L ot c/'.l hoeurs (:)r' 100
Lasts plve a velve of 101,° Fus.T. moure,  An aritheetie averace
~f the preossures during t,,,, hours of &V preaedine da- anve

4 T s
""3 i !’.S.I. sovee,  This is oo

; : JESEFIIEE b U 1 Prc-
tors 4 [RERNE % S U o0 e

.
I

It 3 o Poellineg Hoot $oan daity trve oonelusively oheam arogs
sare interfercrce belvenn w]lc nove Arilled aa o 180 nere aaghorn

It is further wy feoling thet sinere orasoure draw down ean he u:«—-
nerierc"(‘ b\.i,.;cem such wells, drainsge of rexervoiy valorial across

160 acte tracts cxists rnder suah i‘,":‘.(i.l”u):'_'s.

If there ~ve anr points discvssod on vhich won weuld like forther
cowrent, rlease conteel e,

Tory truly -rours,

Conl 7 Ykl

Barl &, Yichols

BAN/1:
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UNITED STATES
DEPARTMENT OF THE INTERIOR

GEOLOGICAL SURVEY 7
- Ve ‘/‘/’ # -
VY B /'”/A/>

Yo O¢ Box 997 B

soswall, e Mevico
Februsry 10, 1948
AIR MAIL

e, S ——

e VILLL13is T L’,‘.“, Jr,

Southern Union Production Comreny
Rinad; 1504 1.2 e

Burf il °

Dalles, Texas
Doeye :.n'o Lea:

Reference is nede to yowr letter of Janury 26, enclosing for
our information a copy of Southern lUrion Production Coananyts petition
forwarded to the New ilexico 0il Conservetion Coruiission reguesting an
order, after notice and heearing, fixing spacing reguirements for vells
hereafter drilled in the Xutz Cenyon-Fulcher 3esin gas fields, San Juen
County, Tew Mexico. You requested our opinion concerning the proper
specing of wells in these fields,

The essentinl facts presented in your petition are substentiated
by the records of this office, and, eccordingly, this office concurs in
your request for the establishment of a well specing plen with e minimum
of onc well to 160 esecres to promote orderly development without waste in
the XKutz Canyon end Fulcher Basin gas fields,

As nost of the lands in these fields are publie lands of the
United Stetes, it is the desire of this of'fice to encourage uniform and

fields., This can bs accomplished only so long as a rcesoneble profis

cen be secured from cepital invested, Federeal lesses have bea: developed
generslly on o well spacing patbtern of one well to 160 scres, except where
necessery to protect preperties froa closer spacing by offset operators.

Only vhere the morket demend and merketing fecilitics are unlimited
for continued expension with the completion of additionel outlets or pro-
ducing ges wells cen necessery profit be obtained to continue developuent,
These conditions are not proswnt in the fields under consideretion. Hence
the drilling of unnecessary wells does not proportionately incresse the
ultinate volune of gas availeble for sale but instesd tends to reduce thn
mergin of profit of all wells in the fields anc to discourage proper
developaent of the fields,




n woll densiby consistent with the
oasential to previmt injury to
to probect equitics involved,

Future devalopaent 8b
e jority of post developnont is
noi“hhorin(;lossea or properblos aur

1 Ln FOUr Uso of this letter in comnec—
“axico 011 Conscrvelion Connjssion,
1 expect to be nresent

Thero is no objichio
t{on with your petition to the Low
Ao this off&co is vory intorestod in tho subject,
wi Lha Gorriug in Sente ke oon Foebruery 17

Very truly yours,

FOSTER ORXELL,
Supervisor, il and Gas Operetions
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ek v ALEZRT R. BREER T
// ReGITERED PETROLELUM ENGINEER o
/' boooo
) / BTATE OF NEW MEXICO U L
it (// .
{( - 1020 North Shipp
r Hobbs, New Mexico

February 21, 1948
The New Mexioo 0311 Conservation Commission
Santa Fe, New Mexico )
Concerning: Brief sulmitted on the behalf of gome
~ of the independent operators and spall
lapd ownara of San Juan County
in regard to:
Case Kummber 126, relative to the request
of the Southern Union Gas Company for a
spacing ruling for the Fulcher Basin-
Kutz Canyon Gas Fields, San Juan County.
Gentlemen:
J wish to subtmit herewith for your consideration in this nmatter
& few written statements swmarizing this case and testimonyv pertaining
thereto, as I have analyzed it.

l. The general problem of optimum spacing in any field requires care-~
ful study and a large amount of carefully gathered and compiled information.

2. Until approximately two weeks prior to this hearing all of the
necessary infoomation has been available only to the Southern Union Gas Company.
At that time part of this necessary information had been compiled by them from
their files and made available to interested parties. Two weeks is not suffici-~
ent time, however, to permit a study of this nature by an outside company or
individual. Moreover, the information assembled at that time was not adequate
to provide a definite solution.

3. A spacing ruling in an old field without regard to proration-- or
without a proration ruling~~ wouwld, in effect, be a direct contradiction to
the conception of correlative rights, as understood in the petroleum industry.

For, just as new 40-acre wells offsetting

old wells on 160 acres would unfairly drain the L60O-acre
tract; so would new l60-acre units be drained by old wells

Sn k.,“——acre tracte,

4. The problem of increased wells ‘without an unlimited market s and

L i S 3T
e s e 8

R

.
s et e n




ALBERT R. GREER
RECIBYERED PrTROLEUM EN[INEER
STATE OF NEW MEXICO

- Brief of case 126

resulting smaller per well production rate as brought out by Mr. Foster Morrell
of the USGS would, in my opinion, be more likely aggravated by lbo—acfe units
than rolieved; due to the increased number of forced offsets.

5. In rogard to the evidence presented at the hearing, February 17, l9h8
it was shown that old wells had a drainags influcnce over extonded distances
in some areas, and an interference test conducted on adjoining wells established
communication between them: but the evidence presented did not show how much
gas‘will be left unrecovered in the reservoir at abandonment for various well
spacings; nor did the teatimony describe the manner in which wells would be lo~
cated on 160-acre units in order that wells could later be infilled on smaller

tracts, if proven ecomomically feasible.
To briefly clarify these points, I wish to point out:

(a) That, although drainage over extended
distances has basn proven and communication has been established
between adJOInlng wells; the Kutz Canyon-Fulcher Basin Field is
not unique in this respect. The same can be shown for most of
the 0il and gas fields now in existence.

(b) In view of this, a decision on a
spacing ruling should be based—-not from ev;dence of communication
and some drainage alone— but also from a consideration of the
value of the ultimately unrecoverable gas left in the reservoir
for various well spacings; for which subject inadequate testimony
was presented.

{c) A provision should be made, if a
spacing of 160 acres per well is contemplated, to permit later in-
filled drilling on a cleser spacing, if ever proven economically
feasible. It should be recognized that the next smallest, prac-
tical spacing from 160-acre units is 80 acres per well; and this
is possible only if the wells on the initial 160-acre tracts are
spotted on 80-acre patterns. If a rigid center-spot location on
160 acres is required, the only uniform spacing on infilled dril-
1ling for each 160-acre tract would requir3 4 more wells, or an
average of 32 acres per vell,

From the testimony pre-
gented at the hearing, it can be gseen that an. increase in the
price of gas, plus a- dacrease in the cost of drilling the wells




ALBERT R. BREER
REGISTERED PETROLEUM ENOINEER
BYATE OF NEW MEXICOD

3. Brief of case 126

{both of which are normal trends*) would Justify infilled
drilling on 80-acre locations if it is found later that as much
as approximately 25% more gas can be recovered on the closer
spacing, This same information indicates that infilled drilling
of 32 acres per well would probably 1ever be economicelly
feasible, Hence, 160~acre center-spot locations would make
later infilled drilling on individval 160-acre tracts forever

impossible.
Moreover, a study of the

field indicates that a large number of the drilling units can be
more effectively drained by locailiiy the wells in the most per-
meable part of the unit; and this permeable part is not necessarily
in the center of 160-acre tracts. For the same number of wells,
the field can be more effectively drained by placing the wells

in the most permeable parts of units rather than rigid center-
aspot locations.

It is therefore requested, that in the event the Commission
decides to set a spacing ruling requiring 1l60-acres per well, that consideration
be given to flexibility of locating eacn well on its unit: in order that maxi-
mun advantage may be realized from the continuously developed geological and
engineering informtion; and in order that operators may have the opportunity
to locate their wells on 80-acre patterns if they so chooge,so that they would
be in position in the future to infill wells if proven economically justifiable. »

6. It is realized that some action may be necessary to protect the in-
vestment of operators who drilled wells on 160-acre tracts. It is possible,
novever that the entire situation could beat be handled by an operators committee
formed by active operators in the area. Regular meetings could be held and all
additional information studied and discussed. In the event of failure of such a
committee to bring reasonable agreement among the operators, resort could be had
to legal action by the 0il Conservation Commission.

Yours very truly,

CLE Lo 5

Albert R. Greer

#The decrease in ‘the cost of drilling would result from improved metnods
and competition in drilling as more activity centers in this area.




UNITED STATES
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Deoy v, Sparrior:
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Corv.or for ev. orcer {ixin She speein; of o1l in She Qubz Cewgon ond
Paleher :sin ges ficlas, Seu. duen Counby, tew erico, o Ul v ol' on~

well Bo o Grilling amih of cpproximaiely 160 ceres, Lesti on: on whieh
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Ee'won ey Cese oo, 126G et Uhe heorin; held in Sente e on Pehrucrr 17.

The fepartient of the Intosrior hes epvproved {ive aprecments con-
aunitizing Yederal lends with fee lends in tThese two fields for drilling

units of &7 eceres, In eporoving Shese axreesents the Deparitacnt has
stetnd

"The major portion of the [#s production in the Fulcher Fasin .
{or Kutz Cenyon) field hes tecen developed on an ecveraje spacing
pettern of enproxi:etely 169 eeres por well. Development on
the besis of 162 reres por well is corsiderni to be edequate
for efficient ecxploitetion of the ses reserves,"
In te Approval-Certificetion~-Deterninztion exscuted by the fssistant
Secrctary for esesch of thesc agreements, which included separatc or isolebed
L0 or &7 scre Ytracis of Federel land, is the followinz =cbion:

"Deternine chat the portion of the ¥odersl leeschold commitied
to the attéehed agresmzsit cennot be indepsndently developed
and opersted in conformity with the esteblished well-spacing
pattern for she (Kutz Canwvon or Fulcher Zesin) ges field snd
that conswanetion of the srirecrent will be in the pudblic
interest.,"

Your files should show the conditions under which 160 aeres well
spacin: exceptions for drilling ges wells in these fields were granted by
the Patrolena Administretor for ler which included the folloving:
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FOSTER T{08LL, ‘
Supervisor, 0il end CGas Operations,
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FRED FEASEL
LAWYER
FOSTORIA 4, OHIO

Mareh 1, 1948

U. S, Geological Survey
Box 187
Artesia, New Mexico

Re: Lease Santa Fe 046563

Fred Feasel,

Gentlemen:

The 01l Conservation Commission of New Mexico

Lesses

1s now considering the advisability of adopting the policy
of only one gas well, ceutrally located, to every 160 acres

in the Kutz Canyon and Fulcher Basin Fields.

is adopted, it should mean that no well would be located
nearer than 1320 feet to the property line of any designated

lease.

If this policy

Anticipating that the above contemplated policy
#1ll shortly become a principle to be followed by the United
States Geological Survey, I request that no one te authorized
to drill on any Federal lands closer than 1320 feet from the
propérty line of Santa Fe Lease Serial Number 046563, which

is described as follows:

T. 27 N., R. 10 W., N.M.P.M.,

New Mexico

Sec. 2, Lots 3,4, SENWL, S, SiNel,

Sec., 3, Lot 1;
T. 28 N., R. 10 W., N.M.P.M.,
Sec. 32, All;

Sec., 33, All;
Sec. 34, All,

New Mexico

Very truly yours,

NIV VI

cC: UOSOGOS. )
P.0. Box 997,
Roswell, New bMexico

U.S.G.S.
Federal Vorks Building
Washington 25, D. C.
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NEW UFXICO 011, CONSERVATION COMMIBSION
 BAWTA ¥E, HEW MEXICO

Tn, the matter of the petition of the Bouthein Unlon
Production Coupany for an order fixing the spacing
of wells in the Kutg Canun-~Fulcher Beoin Gas fields
of Ban Jusn County (as they mmy be oxtonded) on the
bacis of ons well to e drilling wit of approxi-
mately 160 acres with suitable provisions for ony
rolated mattera, including epeoial spproval of non-
conforaing vell locations where necessary.

CRIER 1O,
CASE RO,

L

VETREAS, after due notice as requirved by lew the Comaimaion held & public

P e ]

hearing in Santa Fe oun February 17, 1948, to consider the petition of Bouthein
Union Producticn Company for the adoption of an order fixing the spacing of
wells hevesfiar drilied in the Kuty Cenom-Fulcher Basin ges fiolde, Ban Juan
County, Wev Mexico, and rolated matters; snd

vHeoEAS . ¢he Commission baving ccunidered the evidence sdduced at guoch
hearing pertinent information othervise availsble in the Comaission's yesords,
the statements mede and viewpoints expressed Iy interested perties at or in com-
nection vith ouch hearing,

FINDS, from the evidenss slduoed: 00l 43

A, That the Eutz Canon snd Fuloher Besin gas fiolds are produotive of aat-
ural gas from the Piotured CLiff sandstone formaticn, that suoh mm con-
tiguour and from all inforsation avallable 1o date appear to be cns oontinuous’
ens produoing axea or poel in the Piotured Clife, vﬁh a total of over 15 Pﬁ'
dusing gas wells at the present timsg

B, That sush pool has jroduced natural gas- for more than 15 years, during
which time the aversge of well-head pressures has declined to approximately 385
P.8.1: gauge from an initisl field pressure of gprasimtely 505 P.8.1. gauge,
the differense indicating the substantiai quaniiiies o3 &e heretafors preduced
from the pood) | -

C. That by reascm of rules of this Commission pnﬂoul!,;nppncath to the

pool, of the general prestices of certain operetors in the area and of policies
of the U. 8: Gealogical Sarvey (baving Jwristictim over ofl md gas practices




N

W.N.M.C.F. MICROGRAPHICS |

affecting thy subetantial federal acreags involved), a feirly wniform apaoing of
one well to 160 aocres has heretofore prevailed in the pool;

D. Thet ane well vill, except in unueusl instencos, economically (and ef-
feotively)drein the recoverable gas in nn onderly mamer from at least 160 sores
of the Plotursd Cliff pool end, sccordingly, tudt more dense spacing in the pool
vill, a8 & géensral rwle, result in(vaste or in unnecessury hazards conduoive to
vaste)mdi unnsceusaxily inorease the coste of developuont and productions

E. That, except in unusval Mstaﬁaes, the volums of recovexrable gas in the
pool doss not under existing conditions afford sconomic justification for the
dxi1ling of wolls on waits of loas them 160 acres, moxe dense epacing being,
therofore, likvely to result in retardation of development, premature abvandonment
of wells and in other conditioms wasteful or conduoive to weste;

P. That for wells hereaftsr drilled a gensrel syncing pattern of one con-
trally located well on & unit of 160 eoves, substantielly in the shapo of &
aqum, is. 30quired to protect the equitiss of those having intaxests in wells
heretofore drilled om 160-more tracts, for which ganeral spacing pattern the pool-
ing of properties should be encoursped wvhen necessary; |

G, Tiut the gas productive area of the mlmh-—h hp substantially
more extensive, in one or more directions than the presently developed portion
thexeor;

K. That the definition of the pool, ccutained herein, is reasamable and ie
necessary to the efficacy of this spasing order; and

I. That vaste will result in the drilling of wells in the pool, as hexein-
after deficed, unless special rules and regulstions are udopied for the:preven-
tion thereof, snd thaut the special rules and regulations provided beluw are nec»
oosary to prevext such vaste mnd hasards conducive to waste, 1o protect prossnt

~equities and t0 proviis for the oxieriy developmeit aai pFswiian Of sush ool
" as it may be extendsd.

m, ummtm, ‘effective lmmediately, the fouwma Tules
mmmummmwwmhnuuraamwmcmmu
hwwom”wmtomgicmumminhhﬁs




oo/
Canon-Fulohiey Banin evex, defined below, in additicn to the Comaission's applio-

able ruwles, regulations and ordsrs heretofore or hereafter adopted to the extent
not in confliod herowith,
8ecticm 1, We vell ehall bs drilled or completed ox voccupleted, nud no
Hotice of Intention to Drill or drilling permit with reepsot to a vell
shall be grented or drilling location otherwiss permitted to bscowe ef- i
feotive, unleas ’ |
{a) such vell bs locatsd om a designated drilling unit of not less
than ope hundred sixty (160) acres of land, move or less, acoording
o ':Logai subdivisicus of the United States Lank Burveys, in vhich
uwnit all the intereets ave ocasoclidatsd by pooling agreessnt or oth-
oyviee end on viiioh no othey well 1s soupleted, or authorited forx
SR, 0 W0 B0V e 45 a5 BLE
(v) sush drilling wnit Ve in the ehepe of & square exoept for normsl
variations In legal subdivisions of the thited Btates lLands Burveys;
L | |
() such well be located om it drilling wit at a distancs from the
,mvtl outelde it boundaries of not lese han seven humdred £ifty foet
W@ ‘qéé?;z_,,'('{%'); provided, if suwh proposed new vell 1s 0 be an cifset to eay
thes profucing ¢os well completed in the pool, or the drilling of
which waa suthorized, prior to the effective dato of this oxder,
loceted on an adjoining unit in vhish tw interests are not idemtical
with those i the Wit proposed %0 b drilled, susk proposed vell mmy
e looated mad drilled offsetiing the sxisting vell sad aa close %o
the coamon walt boundary line as the vell to be so offset,
Bection 2, Any provisiom hersim to the oaatrery motwishstandiag, the Oom-

niseion a7, sni in proper cases vili, om pesiticm oF ca ite ova sotica,

Wy order entered after motice snd Mearisg 4o the extent requirsd ly lew,
great exoepiione and permiy drilliag lecations to becoms effeetive, there-
Wy suthorising Whe drilling or completica of wells in the pood not comform-

W.N.M.C.F. MICROGRAPHI(CS j i



ing to the requixements of Bootion 1 above 1f the Commission shall f£ind
that the property sought to be drilled would be deprived of an 6pportm1ty
Afrs SHAXNrE of

to produce, gaw from the pool in the abwenoe of such exception, and ahsll

alac find one or more of the following conditione to exist:
(a) that omsolidation or pocling of the property sought to be drdll-
ed vith necensaxy sdjoining land, notvithetanding diligent efforts
mwaee in good Jaivh, is impossibie ox impraotical;
(b) that the proporty sought to be drilled is located within a then
developed portimm of the pool and 4t8 non-conforming size or shape
is due to the «ljoining developed propertiec in the pool;
(e) that because of the nature of the terrain, location of the pro-
posied vell a% a lesser distence from ono of the outer dowdaries of
1ts drilling wnit should be persdtted) or |
(4) that by reason of the location of the property sought to bedrill-
od along the acuthwest or aorthsast flank of & doveloped portion of
the ares; 1t oppears improbable that sas whish can be produced in pay-
ing quantities will be encowntered if the well conforms to Ssotiom 1.
in which oase the Commission mey modify the requirements of Seotion 1
&5 L0 such well to the extent it deems neceasary; provided, 1t shall
bothamnlpoucyofthoco—xmdninmmohmetbmuim
e pooling of preperties to ccnsclidate interests in at least 160
aores if prastioal to 40 80, Whother or ot in the suaps of & square,
and {0 require that the well bde located, if prastical to do so, at
least thirtesn hundred twenty feet (1320') from each other well com-
pleted, or suthorixed for completiom, in the pocl;

or, irrespesctive of such ‘ﬂndhsl, if the Commission shall find that by

reasan of s\l civoumstances an ewdentionm 1s nwapew in the prmeveniicon of

 waate, haxards oonducive to waste, or undue drainege betweon properties,

or QWIQ ip the l?xmi,l{ ay the Gmm of it Jurisdiction over

the spacing of vells or its other powers oonferred by law, express or im-

Plied,




The Commienion regerves the right to impose any and all reasonabie condi~
tions upon the granting of any suoh exception, and to take all other proper
actions in the exercise of iis Jwrisdiotion over the spacing of wells or its
other porers oonferred by law, oxpress or implied.

IP IS FURSIER ORDERED that, in escoxiance with recowmendations of the New
Mozico Nomsnolature Comaittes approved and adopted by thie Comulssion, tho
Plotured Cl1iff gae producing peol in the E¥ufe Canon-Fulcher Basin area, to vhich
tote oxder spplies, ie duilusd o Juoluie lnitielly the following desorided lmnd

in Sen Juan Gounty, Nev Hexico:

Beotione 1D & 20 ¢ B
Sentien 31 } ¥ & S¥
Backicn 35 t Bh & KW
Seckice 36 1

Bsotion 27 1 8% & EWd

S it N
W PR [ vy =y

20, 29, 30,
' 32, 28, 33: ALl
Bectiom 2) T 1 BN
Seotion 3h : W




B, it

Povnship 27 Noxth, s 10 West
5 “Heotion & T ALL

8oation 3 -
srd-uimo—boINNIUAw,; without U wocEssity of Torther aotion Wy the Coamtttoe—oxr
any_pautof-oded Midng unth-estabitatnd hovoundor-viioh—4noindon -tand-in dhe
pool-as -4t tr-intbially dofined-or-an i may -beo-extendsd by -the-applicatisn-of

ar £3638-4nthe-PAoturcd-OIIFET provided, dratkery by ozder of thia Comission
the pool may be redesignated from time to time so as to emdrace other lands in
the vicinity vhich ave belisvad, on the basis of additicmal developments, to bs
cupable of prodwoing gas froa the Kutz Cancn-Fuloher Baoin pool, whether or nob

A AT PR T

auch other lands shall have been at one time included in another designated field
or pool profustny frem Ak Plotured 01322,

Enteved end adopted by the 01l Uomservation Commiesion this dsy of
» 1948, ‘

Tommlseloney

“Coamlnaloner >
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Southern Union Production Comnpiny
Burt Building
Dallas, Texas

April 6, 1948

Mr. R. R. Spurrier, Seorotary
Hew Moxico 011 Concervation Coummisslon
Santa Fe, New Mexioco

Doar Mr. Spurvier:

Having hed en opportunity to veview the stenographic
transoript of our February 17 hoaring, I wantod to call 4o
your attention one o two minor discrepencies.

At page 8 in the center of the pugo Exhibit 4 should
consist of “vhe chart and data accompanying Mr, Nickols’
letter. . .". I notice that the letter 1s made a part of
the transcript proper and to complete ihe record both the
aoccoxpanying chart and data should be atbachod as Bxhibit

At page )0 the first sentence appearing below the
appenilod cors anslysls information should be awesnded hy
doloting the word "to"” so as to meke the sontence read
"From the data the average porosity 1s found to be 205."

If you concur in these corrections, please advise we
so that T may make them on my copy of the record. A% the
same time pleass call to my attention any other discrepan-
oles which you observed. '

Mr. Thompaon has now returned to Dallas and we are
trylng to get together during the fay with respect to re-
vision of the mvggested form of ordsr, In any case, wé
will expedite owr work and let you hear frou us we DPrompily
as pousible.

I appreciate the very satisfastory conference we had im
your offios last veek and trust that an appropriate order
can be promptly entered.

With best regards and. thanks, I am

Youxrg very trujz?
Ay s

Willis L. Lea, Jr.

WLL:fr
co - Mr. Ceorge Greham

PN i i ot ko e 4 T




NEM MFXICO OIL CONSFRVATION COMMISSION
SANTA FE, NEM MEAICO

In the matter of the petition of the Southern Union
Production Conpany for an order {ixing the spacing
of wolls in the Xutz Canon and Fulcher Basin Gas
i fields of San Juan County (as they may be extendad)
B on the basis of one well to a drilling unit of
X approximat.aly 160 acres with suitable provisions
for any feldatod matiors mcmdmz’ speciai approvai
of unorthniox well locations where necessary,

ORDFR NO,

P Y

neriom
TR g SR TR SN R
i3 f.'rw’-',—‘h‘h”»«‘f‘f“ AR RS "

WHPR¥AS, after due notice as roeguired by law the Commimsion held a pubdlie

e

hearing in Santa Fo on ¥shiuary 17, 1948, to consider the petition of Southern

X

Union Production Company for tho adoption of an order fixing the spacing of

AR
ey

-
.‘9 r‘"
3 %

wells hereafter drilled in the Kutz Canon-Fulcher Basin gas fields, San Jusn

w,
R

St ¥

County, New Mexico, and related matterss and

s N
-, iy

WHEREAS, the Commission having considered the evlgi_ence sdduced at such

hearing, pertinent information otheruise available in the Gommission'a

S, VRS

t
¥
»
X
}

8
k4

3
R
52
X

’; at or in connestion with such hearing,

FINDS, from the evidence adduced:

1. That the Kutz Canon and Fulcher Basin gas fi{elds are productive or‘

:’:‘; nitural gas from the Plotured Ciiff sandaﬁone formation encountered at depths
t;‘: renging betweo;: 1700 and 2300 feet, approximately; that such fields are con-

>1
g
R
|1

T

records, the statements méde and Fiiewpoints expressed by interested varties

tiguous and from all information avallable to date appear to be one continuous
gas p‘z‘o;iuoing areaj
2. That such area has producad natural gas for more than 15 years, during
which time the average of well head pressures has declined to approximately 335
P.S.1. gauge from an initial field pressure of appro&ximately 585 £,S.1, gauge,
the "dif_ference representing the aubstafxtial quantities of gas produced during
such period; |
3, That by reason of ruleé of this Commission previously applicable to
the ares, ovf t.heA general practices of certain opqraiors in the area and of
policies of the U, S, GeologiéalA Survey (having "Juri;diotion over oil and gss
;pruatiou affeoting the subet,s.ntial fedenl acreage 1nvolved )a fairly unifou
. spacing pattem of one well to 160 acres haa heretororc prmilad in th. area;

" W.N.M.C.F. MICROGRAPHICS T



4. That one well will, except in unusual instances, cconomically and
effectively drain the recoverable éna in an orderly manner from at least
160 aores of the Pletured Cliff and, accordingly that mors dense svacing
will, as a general rule, rasult in waste or in unnecessary huzards conduoive
to vaste and unnecessarlly increase the costs of developmont and produstion;

3. That, exaept in unusual instances, the volume of recoverable gas in
the Ploturad C1l4iff reservoir does not under oxisting conditiona afford
economic justification for the drilling of walls on units of less than 160 -
aores, more dense spacing being, therefore, likely to result in retardation
of development, premature abandoymmont of wells and in other snnditions wasteful
or conducive to waatej 4

6, That for wells herczafter drilled a general spacing pattern of one
centréily located well on a unit of 160 acres, substantially in the shape of

a square, is required to protect the equities of those having interests in wells

heretofore drilled on 160 acre tracts, for which purpose iiis pooling of properties

should be encour¢;sd when necessary; and
7.»-éhat waste will result in the drilling of wells in the Kutz Canon-‘
" Fulcher Basin area, as hereinafier defined, unless special rules and regulationa
are adopted for the prevantion thereof, and that the special rules and reg-
ulations provided below are nesessary to prevent such wasts, to protect present
equities and to provide for the orderly development and cperation of such are&3 
- RYFREFORE, IT IS ORDFRED that, effoctive immediately, the following rulas

and regulations shall apply to wells hereafter drilled or conpleted or ress :p;eted

to the Piotured Cliff in the Kuts Canon-Fulcheér Basin area, defined below, in addi-~
tion to the Commjisaionts rulee, regulations and orders heretotqtg or hereafter
adopted to the extent not in conflict herewith:
) 1, No well ahsll be drilled or completed or roconploted and no
drilling perlit shall be granted or drilling 1ocation otherviss
pernitted to become offective, unlosa -
(a) wush vell be located on s drilling unit, of one hnndred
sixty (160) acres of land, more or less, according to of- .
ficlal govarmment survey, in which all the interests are
oonsolidated by pooling :grd;-a;%’or otgerviuo and on vhich
no other Plsture Cliff v§11 1n located or drilling;

"W.N.M.C.F. MICROGRAPHICS ~
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(b) such well be looated at the center of its drilling unit
or at a distance from the center not greater fhan one-eighth
(1/8) the width of such unit at its narrowest parts and

(6) sush drilling unit be 1in the shape of a square except

for normal variations\in land divisions of the government

survey, |
2, Any provision to 'he contrary notwithstanding, the Gommission
vmay in propor easen by order ~ntered aft‘sr noticae and hearing, as
required by law, grant exceptions and permit drilling locations
to besome eoffective, thoreby authoriszing the drilling or come
pletion of wells to the Plectured Cliff not conforming ¢ the
requirements of Seation 1 i ths Commission shall find that the
propsrty sought to be drillad would be deprived of an opportunity

to produce gas in the absenae of such exception, and shall also

A P e 5 b A ety

find ons or more-of 1 following eonditions to exist,
(a) that conéplidut.im of “properties through pooling of intersests
in additional Vland notwithatanding diligent efforts made in good .
fa‘ith; 18, impossible or imprastical,
(b) that the property sought to be drilled is located within
a develbped portion ¢f the area and 'i1ts unorthodox size or shape
1s due to the adjacent developed propsrties; ‘
(e) +hat because of the nature of the terrain, lqc‘ation of the |
proposed well at a 'greaty‘er distance from the center of its drilling
unit should be permitted; or
(d) +that by reason of the loocation of the property sought to be
drilled along the southwest or northeast flank of a developed

portion of the area; it appears impossible that gas which can 'be
produced in paying quantities vill be encountered if the well con-
form to Section 1,in which case the Comnission may modify the
roquirenents of Section 1l to the extent« it deems necessary; providod,
it shall be the general) pelicy of the Commissiocn in any such case
to require the pooling of puéoporties to Qonsolidatg interest.u in
140 acres 1f practical to do se, whether or not in the shape of
4 square, and to require that the well be located at least

- thirteen’ lmndrc’d'tveqty (1320) fest n'on the nearest vell pro-
dusing from the Plotured Cliff if practical to do so.

W.N.M.C.F. MICROGRAPHICS



The Cowsission raesorves the right to imnars resssnable conditions
upon the granting of any such oxaseption, ' »

IT IS FURTHER ORDIRED, that the Kutz Canon~ Fiuloher Basin area which is
subjest tn this order, herein sonoctinss tovaed the ¥spraa”, shall be those
lands in T,30H, R 124, T 29N, I, W, T 29N, R, 114, T 288, R 11V, end T 28N,
R, 10W, N.M.P.M,, which are comvonly lmown as tho Kutz Canon orn Fulgeher
Basin gas field, or as both such fields, and also all land looated within
one (1) mile of any well in such fields whi#h i8 capable of produaihg natural
gae from the Plotured C14ff, inoluding wells hereafter drilled which extend
the gaa produotive area ¢f such fields; provided that tho term "area" shsll
not include any lands now or lisrsaftor included bty the Commismaion in goms other
field or fields,

Entered and adoptsd by the 0il Conservation Commissfon this .

day of “ s 1948-

CHATRMAN

COMMISSIONFR

COMMISSIONFR




(2)
(2)
{3}
(&)
5)

(e

)

(e

Ban Juan Oonnty. Hew Moxicoe

Yobyuary, 1948,
'ﬂu Yew Kexieo 01i) and Cas CGonservation Gomanissione :
Janta Foy low Moxlso. , N Ot
T .
Gentlomeny« ' o

The wlersigisd owners of fee lands situatsd in San Juan County, respestfully m
submit thoix opposision to the gransing of the potition of the SOUTHENH UNION PRODDCTION

- G0 MPANY, now ponding before ths Commission, such petition being entitiede

"l the matter of the petition for an exier fixing the ¢
apacing o £ zalls heroinafter 4rillod in the Xuss canyon
and Mulsher Basin Fields in San Jun Countys AS TIEY MAY

;R KORIV0 apd relaged mttem. ' ,

We deeam the m‘mxung of the petition will z'aaul.t in a duadvanw %0 operators
@6 @& whole, and ¢ the F%ats of Naow Marieo, and to the fea land avnarss

In particulex we oppose any rule ox regnlation whoveundor tw pmen» Xugw Canyon
end Fulgher Bosin Flelds may be gatended

& Major part of the lemds in tbs County { inaluding State lanis) are unleveloped,
both as to ofl and gas,

FMamrous oil and gus loages have been secured by Major and Indepsndent opemtora
smbracing units less than 160 ascosns

The State of New Moxieo mmuodnnyau and ges loasexg o8 Stato and ™ -
institutional lands and many of such loases are in smaller units than 160 asres,
= any being for LO aores, £0 acres, and 120 strs.

The Cemmissionsr of Public lands 5.na the state) will be 4n the pusition of
baving fssued ol) and gag loases, acoepting money therwfore and then aot nuowing
dovelopment or sush loased lands. (If & 160 e unit be sdopteds)

_ The petitiomer (The Southern Unicn Produstion co-pow) who haw harotofoxe

developed sartain of the lamis how within the area of the Kutx eanyom and Fuleher
B3a0ih Flelds, dispose of matire) gms to $he Southern Union’ Gas Compeny, iss
muu.mmmmummmm.mswmmm
Gas Company is 3he orly purchaser of gas produced in hese two fields, and therefore
the two eorporations have a8 pertains 10 the preaent disposition and .
srapsporsasion of gas, ead abl.o to (and d0) diclate and fix ths pries

of gas produced by independent opérators, and i% now appeare that said two

60rpo rations hawe sucoseded ia getting the ges situation 4in said two fields in 2
oondition $0 meet 138 desires, and now wish an oxder from she Commission, which
mpmtmmmmmumm.uwmuaxmmzso
Mt ese )

The linits of the present RXuta Canyon and Fuleher Dasim Fields should Le
def'initely datormined.
mwmmmaomm«wuw.w\ommum
Ranse, welis at Eomlisld, st Astes, and nea> the state line %0 the north,
I% should be made eertain that moither the petitionss, or sny one else, might
SunesssfNily elaim that the Xuss Canyon and Fuleher Pasin Fields W EXTRNIED

% embzase other parts of the Jounty.

Ioruiowrwutmmahmmt would interfere or resiries

o7 retard the development of lands witain 4he Counsy e %o axplorasion, production -
o developesnt of 04%her 041 or ghe in aay part of the County, umromomrd
umumrm.mmwmmmumm from whieh the
peiisioner odtalms gus) ,

ercfore petiticnere, a8 mm. Jray that said petiticn be deniede
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San Juan Gounty. New Hsxicoe
Fobruary, 1948

TOe
The New Mexico 0il and Gas Conservation Commissions
Santa Fe, New Moxicoe

Gontlamongs

The undersigned cwnsrs of fee lands situated in San Juen County, respectfully sul
subrit their opposition to the granting o the petition of the SOUTHERN UNION PROTAUCTION
00 MPANY, 0w ponding befors the Commission, such petition being entitlede

*In: the matter of the petition for en order f£ixing the *
apacing o £ wells hereinaftexr drilled in $he Xutz canyon
and Fulsher Basin Flelds in San Juan County, AS THEY MAY
BE EXTENDED and relatad m?tzera., . . ‘ i

(1) Wa deem the granting of the petition will reonlt in & diszdvantogs to operaters
& & whole, and\to the Stete of New Maxico, and to the fee land ownerse

(2) Is psrticular we oppose any rule or regulation whersunder the present Kutz Canyon
and Fulcher Basin Fields may be extendad

(3) AMajor part of the lands in the County ( including State lands) are undevelopads
both ez to oil and gase ‘

(4) Ruwmerous oil and ges leases have been secured by Major and Independent operators
ewbracing units less than 160 acrese

(5) The State of New Moxico has issued many oil and gas leasese on state and
institutionsl lands and many of such lesses are in smaller units than 160 acres,
m any boing for 40 acres, 80 acres, and 120 acrese
The Commissioner of Public lands (and the state) will be in the position of
having issued oil and gas leases, accepting money therefore and then not allowing
dovelopment of such leased landse (If a 160 acre unit he adopteds)

(6) The petitioner (The Southern Union Production Company) who have heretofore
- daveloped certain of the lands now witbin the area of the Kutx canyon and Fulcher

Basin Fields, disposo of natural gas to the Southern Union Ges Company, its
associate, under soms arrangement unimown to the protestants. The Soutkera Union
Gas Company is: the only purchaser of gas produced in these two fielda, and therefore
the two corporations have a MONOPLY as pertains to the preseut disposition and RN
transportation of ges, and have boen able to (and do) dictate and £ix the price <
of gas produced by independent operators, and it now appears that said two
corpy rations hawe succoeded in gotiing the gas situatiom in said two fields in &
somdfition to meet its desires, and now wish en order from the Commissiwm, which
would prevent independent operators from drilling, as to units of less than 160
GoTrose

(7) The limits of the present Ents Canyon and Pulsher Basin Fields should be
. Qefinitely determined.
Ges hes been: discovered in other parts of the County, to-wit: Several wells near
Blanso, wells at Rloomfield, at Axztec, and near the state line to the morthe
It should be made certain that neither the potitioner, or any ome else, might
successfully claim that the Kutzs Canyor and Pulecher Basin Fields be EXTENDED
to emlirace. other parts of the Countye _

(8) Mo rule or regulation should be adopted that would interfere or restrict
or retard the development of lands within the County as to exploration, production
or development of either oil or gas in any part of the County, imsomuch as there are sever
sands and formations, above and below the picturs eliff formetion { firm whieh the
ptitiomr obtains gas)

Wisrefore petitionars, es: ymtutnm.} preay that said petition be deniode
S Respectfully submittede

otlandomro
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3an Juan County, Hew lexico.
February, 1948,

o,
The New liexico 01l enda Gas Zonservation
Commigsion. ]

Sante e, liew lexico.

Gentlomen;

The undsrsigned owners of fee lande 9ituated in 3an Jusn County,
rospectfully submit their opposition to the granting of the patition
of Southern Union Production Company, now pending before the Commission,
guch petition being ontitled;

"In the matter of the petition for an Order fixing the
spaoing of wells hereinafter drilled in the Xutz Canyon
and ulcher Bagin i'ields in San Juan County , AS THEY IAY
B ‘””"NDED and related matters."

cur opposition includes the following.

1. e deem the granting of the :etition will resualt in a
; disadvantage Lo operators as a whole, and to the State
of New Blesico, and to the fee land omers.

2. In partiocular we oppose any rule or regulation whereunder the
prosent Xtz Canyon and FPulcher Dasin fields may be ZXTENDED.

3. A major part of the,lands in the county (including Stats lands}
©oare unde?eloped both as to o0il and gas.

4, Numerous oil and gas leases have been secured by Kajor and
Independent overators smbracing units less than 160 acres.

5. The State of New iexico hus iasued meny oil and gas leases,
on state and ingtitutional lands and many of such leases are
in smgller units than 160 acres, many being for 40 acres,80
acres and 120 acres. -
7he Commissioner of Fublio lands (amd the State) will be in
a position of having issued oil an G gas leasges,accepting
moncy therefor, and then not allowing developement of sugh
leased lands. (if a 160 unit be adopted)

6. ?he petitioner,who have heretofore deve lopad certain of the lands
now vithin the area of the Xutz Canyon and Fulcher Basin fields,
doapogoed of natural gas to the Southern Union Gas Company, its
aseociate under some arrangement unknown to protestanss.
he Southorn Union Gas Company is the only purchaser of gas
produoed in these two fields,and therwfore the two corporations
have a IJONOPLY as pertains to the present disposition and trans-
portation of gas, and have been able to (and do)} dictate and
fix the price of gas produced by independent operators,and it
now appears that said two corporations have succeeded in getting
the gas situation in said two fields in a condition to meet itse

- desires ;jand now wish an order from the Cu:missiion,which would
provent independent opsrators froa drilling,as to upits of less

than 160 agres.

7. The limits of the present Xutz Canyon and Fulcher ¥asin fields
. ~should Le definately determined.
Gas has been discovered in other parts ¢f the ecounty,to-wit,
3everal wells near Blanco, wells at 3loomfield, at Aztec an d
ncar the State lina to the north.
It should be made certain that neither the petitioner,or any
one else,micht successfully claim that the Xutz Canyon and
Falcher Begin fiadde be EYTENDED to embrace other parts of the

aounty.




8. Fo rule or regulation shonld be adooted ‘hat would interforo
or rostrict oy retard t%bdevelopement 0f lands within the
county as to exploration,production or deve lopement of eithsr
011 or Gas in any part of the county,inecmuch as there are
gserveral gandg and foruations. above and helow the .icture
Clif2 Cormmtion (froa which petitioner obtains gas).

"herefore peti’ ionrse,as prbtastants;pray that said petition
be denied.

Respoctfully submitted.

"W.N.M.C.F. MICROGRAPHICS




‘l’ UNITED STATES : ‘I’

DEPARTMENT OF THE INTERIOR
GEOIL.OGICAL. SURVEY_

P, 0, Box 997
Roswell, New Mexico
April 29, 19,8

2 Dl 26

Mr, R, R, Spurricr

Girector, New Moxico Oil Conservation Commission
Box 871

Sante Fs, New Kexioo

Dear Diok:

A8 a result of your comment during our brief visit in the
Survey. offioce in Artesie on April 21, regerding the relativsly
wido distribution that might be given pert of the meterial
inoluded in the report entitled "Allooation of Gas Withdrawals
Among Welle in the Fulcher Basin Pool", I reviewed the original
draft of the paper end found that & few minor charges and
revisions would be desirable.

I am enolosing & copy of the report on whioch the desired

changes have been indisated by penoiled notation (pages 3, 5,

6 and 7, and figure 1) with a request that the material repro-
duoced for distributien be conformed accordingly.

Submission of the odited oopy transmitted herewith dces not
ohange or modify in any way restrictions that may have been
expreased by the Supervisor regarding the use or distribution of
the material ocontained in the draft of the report handed to you
at his direction when you visited this office several weeks &ago.

Pleaso call on me if I oan assist you in any way.

With sincerest regards,

Very truly yours,

m A Qeheltbessll”

M. A. SCHELLHARDT,
Gas Engineer.




OIL CORBERVALION COMALZIION
flonte ¥Ye, Hew Mexico

TH TR MATIS OF PEYTCION ¥OR AN )

ORVHR FINXKG T8 BPACIAG OF WELLS

HERKAFTIR YRILLED IN TR XUTZ

CANYON ARD VULCHIR BASIN OAS PIELDS

OF BAR JUAN GOUSTE, AS 'Y MAY BR .
| RETEHOED, AND RETATED MATTENG. !
| SOULHERN (RILON PROVUOTION COMPANY,

Pebitloner

o the Commicaton and 1ite
Bororable eabaxes

this is ¢ Petition Lo an axdey of the Cemilasion fixing Wy agmopriate
rulos ool regulations the spseing requiressents spplicable o velle hereafier
Arilled in 9o Xulx Gexryon gax £ield and 4n the Fulcher Basin gos field, San
Jusn Oounty, and relatel mattsrs. Yowr Petitionor, Southein Unton Production
Compaaty, 3 sorpvation authorised to transeot dueinsas 1in Hew Mexiog, maintsins
ummusmuwmmwwmmmawum»mm
18 Farsington,
Potitioner would show the Oskmiselion as followss
. .
he Kute Canyon and Fuloker Besin fislds sre productive of natwal gas in
W gueatition from the Plotured Cliff cendatone formation ensowntered
ot dspths raaging betwaen 1700 sad 2300 feet, approximtely. The fielfs are
in olose yprozinity, sy be sentiguous and mny, ia fact, e esematislly one g
podwoing area., The term "gemsral ares” will be used hexwin to refer to these
fieids, 2 \hoy way be extendsd from time o t4ms. The lande now Xknown or
roassmahly regerded (4 Proved 0 Do prodwotive of natuvsl gos in commercial
Pmatities from the Fletwred ClIff axw those dAssarided in Bdhibit 4 amwemed,
2, |
Ascamiing %0 Jeltitiensr's informmtion, there sye nov & %wtel of aypront-
nwﬁmh&mlmm“muwd‘m“m
uwm WMMWMMﬂth-
mnmmu.umm&umuﬁummm
f\nmummewmnmm
mnmummmw,nm, bmwumu.;

P
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Albuguarque end 0leswhioro,
; 3.

Petitionsr hus beon actively engaged for mony yeare in opeyating ite owm
wolle and csrtaln othexs in the gensral arvea, It has acowmiated atatintiocs
end othsy information bearlng upon tho pormwability, porosity and paroducing
oharscteristica of the Plotured Oliff. and fram ansh infoxvmtion belloves
that a woll completed in the Plotwred OLI€L wil) in en oxrderly manner drain
grs from not lees then 260 eoves of that formabicn) bence, that move Genee
arilling 1s wsnocescary and unsoanonio.

Although there exe sxcepblons, previows drilling in this arsa hae ganer-
ally osafexmed to 160-a019 spasing, vith wolls located euwbstantlally in the
centar ©f & wait. 7To some extent this spesirg pattorn is a romidd of the
faot that &wxring World Wer XX the Ovomivaion's spaocing rule applicabtle o ges
areas Jeorided generally for ons well to ssch 160 merea. To weme sxtent 3% 1s
4up % the cwryent policies of he Raited Biates Geologiosl Hurvey in ite exex-
oles of Nrislivticon over oil sud gas wcltices afZecting the svbetantial federsl
*oreRgy In the mren. To come exioqt, moreover, it is s xesult of Petitionex's
gwn wanvictions, based on U date acowmlaled from ite own and other wells,
and the oonvioticas «f certain em@r operatora.

Enoviedge of the general arwe and ite charsoteristics has, of ocures, ine
arvased vith extonsions of tho pxoven soresge and other dovelommmnts, parviou-
larly in reosut yeasw. MNuch of this peréinent informmtion has not yet deen sw-
mitted t0 the Cummission iz spmopriate form, ‘

k,
The pressnt spacing rule applicabls in the general eres appoars (o be ocon-

mmmxuméwmwunml,m(msumw),
e VALl Lp Gt g W kS Aoty
mm\\x ww}.ﬂm ML—W/“J xupmfrw
.10(‘)’.0 Q*cobmlw Mt@wﬂt
houndary line them 399 or loms then 660 feet S7em axy other wall
oROAZt WPOR § umumwm,m
suah mummuumumm-uumm
condnsive %0 waste."
The presant spacing poviaicn, therefors, vouid pmwit the losatiem, om
M-acre Wrects, of joposed vells vithin 330 feet of sy estoblished érilling

wit, insleling thess 160-acre Wits mev existing in the geswenl axea whieh ave

-2 -
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yrofuoing goas fyom one centrally located well. It in apparont that wnder yresent
epacing rules the racent marked aotivity and campoetition foxr the limited attrace
tive soreage avallable will r¢sult 1n 330 foot offeat volls in & gas axrca and,
consequently, in coupetitive offeet Arilling of wuwcsnoary wells ~- on units
elyvesdy oatabliched in afdition to those to be esteblivhed in the futwe., In
thin conspotion 18 fa bol;md significant that Geotion 12, Ohepter 2, Irws of
1935 (Beution 69-213, New Mexioo Biatutes Annotated, 'hL Faition), while 1t is
appiicadle te oil or oll and gas walls, ovidss in part as followw

et S T s U ok

ol) and gus to the spexrator, and thus aleo uwwwosssarily lnoresses the

oset of the products to the ultizata oonswesa,"

It 1o elmo significant tliat by Sootlem 10 of the sem ooaotwent (Geotlon
69-213, B Baition), the Commission 10 expuessly ecuthorized to make rules, regu-
Intions aud oxdere fixing the specing of welle, HMoxeowr, the Cutamlasion po-
soboes;, s in soveral imstences has soeraised, suythority to promulgate wpecial
ruley wod regulations spplicedle %0 & partieular aven of wodwstlon,

, S , ,

By ypopsxr rale, regilation or oxder of special spplication to the Xubtx
Cepyon-Fuloher Basin genscal area, as it aey be from tise to tlw extended, he
Commlswicn abould inagerate snd enforoe o apaoing progrem vhich will eowomt-
oally and effeotively perait, vithwut wasosssary drillisg oosie or operating ex-
Geas, the recovery of nataxml gas reasonably producible from that avea, Pou;
oner 10 pepered w svbait evidence pertinent to a proper spacing progran,
Frem e Information awmilable to it Fetiticmar belisves that, sxcspt in unusual
instanees, & waiform speoing wait of not less then 160 ecres alould be provided
vith respect %0 wolls herwatter drilled in the generwl ares,

ASmtion is directed 0 the inorwssingly ocomon yreotios of pooling leave-
holde fox sxploration and develogmat, particularxly where smsll trests in gas
axens ave invalved, wd t0 the expeditiow mothod now provided by applicadls
statutes sod reguletions fer cowmnitising federal oil or gas acreage vith other

. lands, Mereover, the Cemmissiensr of Public lands is authorised in ;roper cases
L % «ppeewe snd cvaswnt W Witisetion ugrem lovoiviag State of Mew Mexioo
- ;...'?Q | - . ,
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VHRGFORE, Potitioner requeate that the Commiesion, after notice and
bosxing o8 roauired by lav and applicable regulations, enter fts proper oxder
o orders fix;ng the speoing of wells lisreafter drilled in the Kute Cenyomn-
Pulahier Bawin geasral avea of produoticn, a8 16 may be from time to tims
sytenisd, on e basle of o5 w51l at approximately the ooniesr of a 160-
asre &rilling it 1n substantially the shspe of & Bquare, with suitedle pro-
{ viviam for soy related mebters, inolvudlug spociel approvel, after mtioce
' ol heering, of worikodex vall loosblons necesslitated by the olxe or ehupe
of avalleble wnits or by the natwe of the terraing and, pending final eotion
on swh requast, Wat the Comission, 1% sgente amd eployses vofveln a8 &
pztler of policy from appreving or poermitting to hocow effective eny Notlice
of Intntiea % rill nuv or bercafter on file with respevt 0 & wll in Rie
gemeral sros vhish does not povids for %o Jocatilon of sweh vell ab er with-
1 & rossomabls diatanoe of Uik ownter of its drilling wnis comsisting of
160 seves, ymye or lees, in ewhstaatially the m‘w A BQUAYQ,

“ tdewar davedy offers to supply suoh Wﬂmim the subjeet
:m“%puumauawusmwm -
et Bespeotfully subsittod,

\

K1
i‘ PR o ekd

N C_
Voo

AR OF TREAS
COUTY OF DALLA

Betere me, & Hntary P2ie 1a and for Dallas Comy, Temas, peresmaily
capeared 3, O, NEDD, Vieo Tresiect of SUGTSRN WINN IMOUSTECN ONEARY, &
eorperation, well Jnowm %0 20 1 bo sush peresn and officsr, and he igen ceth

.§¢
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ouly edninistered statod that o had yead the foregoing petition and that the

faote thereir eet forth sre truo end corxvot to the Lest of his informmtion b
end bolief, and that hie had vxeoutod oweh petition on behelf of sald coryore- |
tion wn tis frve and voluntary aot and &sod, pureusnt Yo dus euthorisation,

A=

Buonia to and suboeribed befosre Mo this 24ih day of Jawary, 1948, to ’
certify valsh vitusus sy hand and osal of offlcd.

Nxpivess

Y FAYFR GRIFFIN L
“r My,:j,l.m"' Putlie, Pullig County, Toxag
RN CO: sduuol,lgﬂ_ﬂ-

neilstlon explpc

o
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EXULOLT 2
Degoription of lands Inowvn or rossonably regarded as yroved to Le

produstive of mt;mi_ gas in ococzzwrolal quantivies trom the Plotwxed
o111, .

Soottons £8, 29, 10,
382, 13, 3 A1)

Bsotlon 21s W




ALLCCTET o a
T, LTS ,rs,‘ PUP

INPONETION
Tne Fulcher Pasin ponl ts sibuated in Son Juss Oovntor, hew Maonico,
The devaloped area, a* pruqnnt, ineludes lend in the pnaXLu and pat-
ephsl catogortos 10 P, 30 1., Re 2% Wy T. 22 ., B0 12 00,3 ant P 2D
N, i L1 W .i(‘/"u’m f"\.{ April 19L6 show that there viere 20 productive
nol s in the pooly 15 of which were on public land and 11 wors losated
patented land,

The Yow Moxioco conservalion statubes pertoeining %o oil ané pges
development and recovery operations include no stipuletiors reserding
*atable taking of gus fr m gas pools., Gas wells, howover, arc not

excepted by the statute authorizing the Congervation Commission Lo
*fix the spacing of wells”. Gitetutory provisions regaviing ths rat-
able toiing of gas npply only to gas withdrevwals fron prq;a*eg 0il
pools, Tho Btate conservalion laws also aapower the Commission in
raguire that woells be operated in such manner a5 %o prevent injury %o
nelghboring loases or proporbios, and to prevent underground and sure
face waste of il and ges, Opsration of the only pipe line serving
{le Faloher Besin puol, however, is subject Lo the regilaiisns concom-
ing rights-of=way for pipe Lines (GO cireular Yo, 1304, page 16) ep
pyov:l by tho Sceretury of the Inberior Moy 7, 1924, An excerpt fron
Lhose regulations follows, "In approving such rijht-of-way srent it
shall be specifically stated that sush pipe line shall bo construcﬁod,
operatved, nd malntained as s comion carrter and that the grentee shall
aceopt, convey, transport or purchase without discrininasion oil or
natural jas producod from Goverrment lends in the vicinity of the plpe
line in such proportiosnnte amounts as the Scerebery of tnn Intorlor nay,
after a full hearing vith due notice theroof 4o 1ntwrasned purtics and
& vropey finding of facts debermalne to be ressonable, and in alddition
that She use of such pipe line for the trensportaticn of oll or gas
shall be Yimited to oll and gas preduced in o Jonity with Stets and
Federnl laws including lews prohidbiting waste,”

The oniy rezuwlatary requirenent ap)i.icable to tho prorvation of
deliverisr fror e wells in Lhe Pulcher Buasin pool 15 the stipulation
in the Fedoral rezulations concerning pipe line rightg-of-way that

natural cas sreduced from Government lands be transported or puwrehased

" W.N.M.C.F. MICROGRAPHICS
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Lo poeeportional eneanbes as shall be doteriinad
R 2oy ol Vhe Inberlor, Undor the cuisbing circow’ trema esneon
decdaped yolunlarily and apptiad for elloset iy pus ol b vewate Croa
apy of watls i the respoetive land celopgorionr oo O
o ne ongeeallve sroups may Yo conformed te priieinslog coarat,

P I N A GRS
seg ol the devalome

z

grs proration practlicrs sopliod Lot ouy
art of blo veluprad o6s lndusis,

i | [N
PN [N

ary slatos were prediceabel apen the "law of cop

Wiyl Ly DY Whe sowrts Lo sender e doctslong v f‘ﬂnxmt;_ e

ghip of ezoeunulationsg ~f 21 and ps exitsting i.‘z- ar precoversyl From
natay rasorveirs.,  Proaration cnliade fhel os ) el Lo Lhe lewen !
{‘,ﬁ‘:.f,ﬂ opeblnoiple of rocovery ocpirailions ey h cons idorablon of

only »rna Foetor, nvallabllity, whileh geavenlly vwns axprossad in Lerns
of o3 Plow Jdelivery ecapactiy oy "pc‘u.n' Lal™,

Tha Lrend of statutes ennobaxl by stnie leplslative bodies in
recent years, howevor, shows ur: inorcasing inn& oy toregard nigroa-
Sory minerels in placo as property susceptidle Lo th precepis of
ovmorship rights accorded to owmoers of land, The offoct of tho opera-
tlon of the rovised legal concopt regardin. sroperty rlrhis and the
oiershiy of oll ie oviaoucod Ly two ccuaunly occurring exanplos,
namely, (1) narticivation of tho owners of snall arces, that often
could not he developod indiv{Jually for economdo romsans, in the ioeve-
aues derived from wells drilled en blocks formed by the pooling of
51011 Yrects to conform to established spacing regulationg, and (2)
conpengrtory peymonts made by holders of loaschold rights te royalty
{ntereats on undrilled trasts offzoet by productive uniis, The chengad
concept regarding property rights end the omership of oll now held
by a lerge elenent of the oil industry was exprossed by a stubanont
igssued by the Board of Dircctors of the AP,T, in 1931, en excorpt
from which is quoted as follows, " # * # % » % that {t indorses, and
believos the petrolown industry indorsca, the principle that cach
ovner of the surfsco is ontitled only to his equitablc and ratsble
;hqxo of the roesoverable o1l and jes energy in tie comwnon pool in
sne proporction which tho rocoverable reserves underlylag his land
sear o theo reooverable roservos in the pool®,

The revised concopt rogarding property rights and the ownership
of oil in place was fostered by the resirictions imposed upon retes
of 0il withdrawal and well spaocing by repgulatory ageaclies in saveral

states Lo correot the condition of ovor supply that followed oxten-
sivo devalopmont of the East Texes field, Although the teases uscd

dnring the early era of o1l »nroration for determining allowables for
0il wells in neny arens involved the preeopts of the law of cepture,
the trond of alloootion prectioces applied to oll recsvery throughout

¢
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: chorvening period eliovy docrcaaing conntteralion Soo Lhe e
sl e tpie of proporly vishte end cwnership deseridod by Lho
ste o guobed e Ve precadin: unrepsraph, Ordors of Do Sl 9
servebion Connleaton of Mow Texlen purteining %o oll prerate pool
attountdus cmdly waong he wells or of1 oroduclive anita Shoroin,
The datiyeey cevaelty faoctor is ennsldicred only 19 wolls aoa trcapehly
S oarsdaeing ol el bhe wsaxinme rate elloonbad o tho reapeastive pro-

bt unita,  Wells nobt o eapedle of oroduelng maxioia allownbleas £on
A 1
(

cle msi4ed ns vargioal ¢ thelr olltuuﬂ ltﬁfﬁ doberainad diyactly
jes

'

proivetive sapactbyd
alinsalicy

Prosross Loward conformation of s ebdwentdbon procticos 4o Lho
mars racotly doveloped concepl rerarding the ownership of mizratery
rinerols, whioh would insuro the divevse interoste rasugonnlle oppor -~
tunifing to recover (not narvet) their equiicdble share of the rocoves-
&ble pns in e comon redervolr, lavsed hehind bhe edvencoe mede by oil
alloeation methods toward thet objective, Rojulatory meecaures osinh-
lished nsxinmut sllowable dolivery ratas for natural zas wolls in
soveral states nany yenrs beforce the appliceation of rozulatory nenaures
to oll rocnvory rotos bevamoe ;enersl, The precedonts cstublishnd by
«arly rojuletory practlces have materially rotarded Lhe dovelopiont end
epplication of cquitable allocation mersures Lo natural gas recovory
operatliond,

GENF.RAL, CONS IDERATIONS

The availability of gas from ges wolls, usually oxpressed as open
flow dolivory rate, served as a conventionel standard for prosoribing
congervational measures and for prorating nerkot denand among groups
of walls throughout the history of gas recovery opsrations in wany
fidlds, Proration messuros prodlcated upon the delivoery cepactiy fac=-
tor wore voneficlel to the dovelopmont of orderly marketing proprens
in many fields., & Xknowledge of the delivery capacities of {ndividual
wells and of conditions Lhat influence the producing oharactoristics
of individual wolls and of pools as a whole is essential to gas trens-
nission end narzeting economy, Dellvery capaclties of gas wolls how-
evar do nat provide a reliabdle index to the volume of gars in a reser-
voir or to tho volume of gas underlying acroage aceredited to individual
wells by provalling well spaoing programs. Consequontly, the delivary
onpacity factor 1s not essential to allocation formulas predicated upon
the prinoiplo that the ownors of productive units developed in conform-
ance to euthorired spacing regulations should have a reasonable oppor-
tunity to produce the recovernble gas embreaced by tho respactivs units,

Conservation measuros likewise based upon dolivery capacity were
Lheneficial to ultimate recoverles from many gas rosorvoirs, Applica-
tion of convontional proration and consorvation measures hased on




detlvoary anpactiy hos nod broa Taenslble physicelly or oo ovoilorily,
Loy, theooulb the opercellve 1ivasTof many shallew as wills.
Friedtics that Wasab evaluelin delivery copacibies o0 the dhnp,
Chieprogsurs geg wolls bhel reprosent an ineroasing ol anent of nvar.
212 source of supply were discussed {n Parcau »f Mines 4,1, 37ﬁ7.~{ '
Veresver, oporation of doep pges wells will he congidarably coire gl
Hoult tlen shiallow wells as reservolr pressurcs <doelliwe and s b
pioquues of eonvenbronal delivery voslrictions, as o conscrvaiion
proseye, will e wanifost ab conslderakly Mpher sressuves,  Ineo e
as Whe henefielsl of fect of rostricted delivery ratas on oldinale vo-
covorioes Proa ges wells probably s g Jireeb rosylt of the en
8

o

noavitag Yisiintion effeched Sheecby on pressure diiferontiel
rasarvolr, L5 16 loloal Lo conclule Lhel oressure conld o used ade
ventnsoously for preseriblng ceonservetive operating practices,

Conventional prorefion uweesures reiuvced dolivery rates Crom puns
wells oroprossively as opon flow dolivery rates deellned, The de-
sreasad pressure difforantials thad provalled in the reservoirs abnut
the wells under tho doeercassd ratos of yag withdrawal prolaehbly wors
hanci'iedel o officioncey of well oporation and Lo ultimate rocoveries
in regervoirs subjoot to actlve wabor encronchment, Conditlons ob-
served In sone pools Inwhich there wes no ovidence of water encroach-
nont, howevar, indionted that well performance was i{aproved meterially
by maintonance of relabivoly high rates of withdrawal durlng the latier
stazes of thoir oporetivo lives.

RELATIONSHIPS BETWEEN PRESCUAES AND GAS
DELIVERY RATES FOR GAS VTALLS

Generalizod rolationshipz between back pressures al the face of
vho produecing; sand, exproased as peroontages of tho olosed~in pressures,
and rates of gas delivery, oxpressed as percentages of the altsolule
opon~flow delivories, for gas wells are shown by the graphs on flzure 1,

y 3chellhardt, e A, Application of the Back-Pressuro !Method for
Deteraining Absolute Opon Flows of large Gas ‘elis: DRureau of
Mines Xepl. of Investipgaticns 3767, 1944, 13 pp.




Y

sreasirdeel cquabion oxprossing o Dvndeoniet el togl g

Do raty of Llow of gee bhrough rosarvelrs lnho walls cut we??
i

prosrrest/ fallows o

WHOTE

rete of low of gas tu suble feab pear 24 hours,

a8 coeffiol aul,

shub=in fometion pressura, pouads peér square inch albsolubag
baok prosgsure abt the send feco in the woll bore in pouvnds

per asqusro lnch absolugy,

n s an exponent correspondlng to the slops of the straipht-line
rolationship between Q3 und (Pf - Psd) plottod on logariithate
papoer.,

Oy L
# U 8 x

Luaita of the range of values for the exponeng, n, of the equatvion
were 4iscugsod in Bureau of Mines fonograph 74/ end in Burceu of Vinoe
ReT. 3767'—/ Graphs A to G, flgurc 1, ropresent generalized relation-
shilps bolwoen pressures at the face of the sand and rates of gas do-
livory corresponding to values renging from 1.2 to 0.6 for the slopes
of the relationships dotermined by plotiing rato of gas deliveyy, Q,
asninst corresponding walues of the pressure factor, (Pg< - Pg<), on
logarithmic paper,

Tho greohs on figure 1 Iindicate that if values of tHe slopes of
the rolationships hetweon § and (Pf2 ~ Pg®), or values of n of the
cquation for flow, Q = O(Pfa - Pge)n, determined by back-pressure date
range from 1.2 to 0.6, baok pressurces at the face of the sand corre-
gsponding to deliveries equivaleni to 25 per oont of the absolute open
flows of the wolls range from elask 8% Yo 95 por cent of the olosed-in
pressure, The graphs on figure 1 show also that if wvalues of n range
fron 1,2 to 0,6, rates of gas delivery at back pregsures equivalent
to 90 por cent of the olosad~in pressurss range fron saswt 13 to 37
per cent of the absolube opm=Llow delivories of the wells, Hence, -
tho absolute open~flow delivery of a woll provides only an approxinate
index to rates of gas dellvery thet nay be produced at olevated teck

y Pierce, H, R, and Raviins, %, L,, The Study of a Fundamentnl Basis
for Controlling and Caging Natural-Cas ilglls, Part 2: Pureau of
Mines Rept., of Investigations 2930, 1922, 21 pp.

§/ Revlins, B, L., and Schellhardt, M, A,, Back-Prossure Data on

' liaturel-~Gas olls and Thelr Application to Production Practices;
Bur~rau of Yincs Youngraph 7, 19%6, pp. 33 and 34,

L/ Footnote 1.
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AND RATE OF GAS ODELIVERY FOR GAS WELLS.

FIGURE ,;'GCNERALIZCD RELATIONSHIPS BETWEEN PRESSURE AT FACE OF SAND
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dati in tnble 2. : Yooatiiiyy Wil pasarvoes Iodn;: the
dorelopzd Sracte in the pool was nol avallablo and $The acreaps allo-
o the respective wells by Foster Thorrell, Supervisor of 011 angd Gay
ons, i Y of resorves for conpubing alicwalles by the
s a-1es01ve crite: ‘ Shough reservoly pressurs Jdels are osssoniial
Yo scourate oveluatbion vosarves snd the solubion of -xa:\, s rocovery

Lo eillowalios exwpuied by the pressure-

71‘0};1 (1‘2\3, i
i meborially by tho substifution ol wollw

‘nea’zd px‘oswros oy U valit the coreesponciig pregsurss av the produc
tive zZone. woere usel o compubting the prossure-

reserve oriterion aliowables showr ir cables 1 a.m?. 2 Tho opon flow delivery

datn ahevin In Sable @ represent tho inlilal delivery cenacities of tho wells,
corrasponding allowables {tabls 2) wore Vesed orr the initiul copen

AAivery data

Withdrowal data s
chboinalie undar vhe pressavss peavailing in the ;'&u oring 8y
L. Comsequently, any edjusirent of uollvcry ratos that :ui;) t te required
to conforn withdrawals $o a different systaa of prorubion woulll require cither
that pool witndrawal rates ve roduced or that the jatherlng systen pressures
be decroased.

shown in teble 1 repreosen®t tho maxinuwa del ivery reles
gtean v April

Mo A, SCHELIMARDT
Gas Engincer
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ool Cthe wetis
nnols is vary Dernaoab
Sr~ S fYerent arens

.

ent 1&7 s which egquslize

5 orion
o huetive strv T 5.‘;'; MRS
14 eguelizatlon »f pro
23 i the prrsgures prova

by the eanformlag ‘-,&"U'.L::r'" als

deolivery caprelity. e pressure feotor ts hishly imporbart so tho
' aguiteble alloeation of wilibviviwals srong wells in noole chavacker-

1rod by non-~unifoval permeabiity; oortd u:lﬂrl\' i well spocing’ pabe

verns ers uniform cod presarves ero exprazsed ir Goras of croa or

BCTeand,

A peverelizod formule incorporciing feehars essontisl Lo oguie
Lahle nlloceatlion of wiihtrawels iong; ‘-.t}zr wells Inog pool follavs:
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® e
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o anwd ol peat o o8 s wAlhdraeal ey owoel s,
0o fool oy TR TN

Py Slopelein rredoore g poae L U e,
pounte proouguoage ael

GEomen rreserye s ler U Lee Bhe wntl, o
Sianonl units,

Aomovoluae of cos Lo Lod Pro the goumon resorvolr

dardng a zpecili p wxpravied au I cubin Jenl pes
i
2y hows,

. S [} ~

A (?f“ = RW) 2 gun of thy prodncts of Pf“ x w for el of (he
golls a4 pool,

Tho squayre of tho value of vesorvolr pressare Do ousod e b fovama

hoonus o Shiesdsmdtdeooneeos U0 diynanic proporly of -bme Lrossura
Ffrobor 18 nors Laportant $o e ) loeabion forouln Lhen statloe
proporbUif of pressure; Arrezoecibve of whellior the rooirve Frebnr

L5 exprdsge! in Loaons of gus volune or land arca, Mnder noranl oexe
ditions the robe o0 flow of grs Lhrough resorveir sirata, -ither intoe

viollg or fro: one arep to arobhor, 1s a function of the diif{sronice
bebween the waluos of bthe squares of Lhe prevailing Lerninel pres-
aures, The absclubs opwm {low dolivory rake of a gas well is a
fPmetion of Lo square of the affective reservolyr pressurs, Velues
of resorvoly pressures debermlned for difforens wolls in a pas peol
by tests of btrief duretion oflen differ widoly, Percentero recovery
cf ;a8 in place usually will bo lower for produetive units charachbor-
ired by higler sressures then for units haeving lower reservelr pres-~
surog, Althoush the rolatlive vaslues of Uhe pressures do not elways
provide a relieble standerd for evaluating the proporiion of the
recoverablo gas rumaining in or »roduced froa the vearioug producstive
wiits, exisiencs of pressurc differential in e gas roserveir is =
positive drdication of fluid mi ration either within the respective
units or across wnit bounderies,

The wide variety of foctors influoncliy pas recovery oporeblons
in dlfferont gas pools misht reguire thet e genersl formula for de-
termining ellowables for gas welle be wodified or supplemented for
effective application under the provailing locsl conditions, #As an
exwiple, asvallable inforation reogsrding resorves uaderlying individe
uel units in many peols is measor end it i comion prectice for pro-
ration purposes to oxpress reserves in torms of area, In pools
daveloped by unifornm well spacing programs, substitution of acrease
for recovorablo gas volwne will induco a condition similar to ihet
prevalling in oil pools prorated on a streignt "por wdit" basis in
that some wells on units charceborized by reletively small roservesd,
will no® deliver the volumes of ges allecated Lo them, The concli-
cebion miht bs olininated, howsver, br applicetion of & narpinal
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This is a full-rate p ~ OV, hL“r)u lu(u
Tclcgmm or Cable. oo
i\\\:l 'i \

frsm unless fts de- -
erred character is in- LC~Dyfer !("l
hI.T C&blcNt;NlA
JOBERPH L. EGAN
PRESIDENY

dicated by a suitable
5&-'9'“4‘00 L
The filing e shown iu the date line on te leg rowms and day letters is STANDARD TINME at point of origin, Time of reoenpr. m S}‘ANDAR;) tly!: nt polnl o(dunuh,m

tiybol ahose or e

VA179 NL PD=DALLAS TEX 24 .

GEORGE GRAHAM,ATTORNEY OR R R SPURRIER, SECRETARY=
:0IL CONSERVATION COMMI SSION SF=

APPLICATION FOR SPACING ORDER KUTZ CANYON?:FULCHER' BASIN
FIELDS OF SAN JUAN COUNTY AIR MAILED TODAY WiTH PARAGRAPH
SUGGESTED FOR INCLUSION IN NOTICE AS FOLLOWS: IN THE MATTER
OF THE PETITION OF SOUTHERN UNION PRODUCTION COMPANY FOR AN
ORDER FIXING THE SPACING OF WELLS IN THE KUTZ CANYON AND
FULCHER BASIN GAS FIELDS OF SAN JUAN COUNTY (4S THEY MAY BE

EXTEND[:D\ ON THE BASIS OF ONE WELL TO A DRILLING UNIT OF
’RELATED MATTERS INCLUD!NG SPECIAL APPROVAL OF UNORTHODOX
WELL LOCATTONS WHERE NECE SSARY =

SOUTHERY UNTON PRODUCTION CO WILLIS L LEA JRe

1608

THE COMPANY WILL APPRECIATE SUGUESTIONS FROM ITA PATRONA CONCERNING ITS ARRYVIQOR




CONFIRMATION )
L RGHESTIC SERYISE S, KL F Uy £ ﬂﬂ Ty ™ "?\ ... p-lNIARHATIQHAL SERVICEN.
Cheek the clssa of service desired;

{aeciibocipss ot servies desirad; \ ¥ 1206
otherwise this iessage willbe - - otberwise this message will bs
eentatthe fullrate |

sentasa fullrate telezram

FULL RATE FULL
i e g U N]] O N ‘ e
KNIGHT
LODE
Y

DAY NiGHT
T\LETIER LETIER JOBEFH L. EGAN, FRESIDENT LETTER

NO. WDS.-CL.. OF SYC, PD. OR COLL. CASH NO, CHARGE 10 THE ACCOUNT OF TIME FILEOD

SOUBNMRR UNTOR PRODUCTION COMPANY

Sond the followlng message, sublect 1o the terms on back Fereaf which are bireby agreed to

BALIAB TEXAS JAWRKY 2k, 1948
M, GECRGE GRANAN, ATIVENTY OR

APPLIATION JOR APACTNS ORTRR XUTZ CANTON-TULONER BASIN FIELS OF 8N JUAN

COURTY ATR NAYIED TODAY WI'TY PARAGRAPE SUGEESIRD FUR INCLIGION IN NOTICE AS FOLIOWS:
IN THE MATIIR 6F THR WNYIRION OF SOUTKERN GHION FRCGROCTION COMPANY FOR AN CRXGR

mmmmm
By Willds L. x“La'q

. £y Telegraph your ordor for Amerlca’s favorite magazines—HOUIDAY, 1 yr., §5 ¢ the Fublithervll snsuburibers
NS RER Pest, 1 yr., $5 « Laoixs® Home JOURNAL, 1 yr., $3, All prices U, S. only. No charge paikw
< SERVICE for wire. Pzy Westerss Union clerk for subsulpuon or when blifed by publisher. ww.d"m-sm
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A B
ALL MESSAGES TAKEN B\, .HIS COMPANY ARE SUBJECT T [HME FOLLOWING TERMS:

nat fs, telegraphe] back 1o Lho originating oMce for comparlaon, ﬁ:lb\s cn; alf the
3

'r ard &gainet mls(aka or dda)ws1 tha sender of 8 messaga should order 1¢ repeated, t
IDESSAZE yate Is ed 1o addillon, Unless ctherwies indicatcd on i1a £ace, thisls a0 unrepcatio miassge a0 vald for assuck, in conslderati 4 wlhietrol agrenibrisen
u‘w u-ndor ol the meéssago and Compaby a3 follows:

1. "$bho Cowpany shsll mtbe Mable for mlstakes or &elays in the transnielon or delivery, or for noa-Aclivery, of any mosvize reeckved for transinlsalon al (he unrftﬂ\ltd-w Y L]
rate b«*rond tha suty of Uve hundend dollsrs; ner for wmistskey of dcls)s in the transboilon or de l\u, wor lor pen-Acivery, of sry n AN FEoe tved for Pranswtalon al tha ropeateds
1message rate beyond the suin of Ave thousand dollars, walen spoclally vatued; nor In any caso for delays arlsing from unaveldall it vlen by the workibg of italtn-s,
Ta any ovent the Company chall not balisble !or damages for muum or delaye In the transmission er dellvery, rxr ! x.- n o drih oy, cf M, e, Sheibet cannnd by
he ' €

2.
lhenegllgcnroo lhsen'amsorct erwise, be fondlbeutual 038, bot exceadiog | ARLY OVOLL L0 Sum of Ave thoasand dollara, & ZenricF OF Each gpoasage beple vttt
fue I3 atatod 12 xritlag by tl:e svnder therco? a8 the tims (ha e age I8 tenders? wrmm- ﬂ‘w tepated-linasage rate B panl ng

mgee 3 valued, unless & geuster val [
asmed padd, and an additioral chargo cqual to ono-teath of ©0e per (eat ofthe amount by which such valuation siali exeend € -51 J d i
3. The Company I8 hereby made tho agent of the auda, without leditity, 1o forward thls meres 72 Over thelined o pay Cther COMPABY hEN pecerrary 1o taseh g destinatia,
4. Excaptas otherwise fndizated In eongectisn with the listng of frdiv uat ? su-s tu the Pled tarilfs of the Coratany, 1B ymagnt pard 1 tha ifansm it 0f s lototat]e m‘mr
an fn m!ngcableorrsd&omes\\gem\emusdelhe within tho following iy, ’: ortewn el bl er v alnd nml‘&ﬁhv Cpre {he § r,msauo‘.qenmlh Lt ﬂ.r,nn
nled Lﬂrmso! the Company, Is notoperated i ng e agency of a rm.*md mm'nm. -m W LW Nl 0] ANY Ggx o At or hEar i o iany, ek e dotnd ol
more Jahabitants wh(re,a.ubo by the fled tarifrs of the (nmwn{ the !} eguph Servica b s -) $(hrragh s DO (LIS I ST ‘i : ‘\.r et oF The Teiearad o \:r
citles or towns of less than .,momhabham.sln wh!ch annfico of the Company f3locatod ~=-H mile of 1’.'. ol r:;-‘» i !: my the ) bote z‘wu inal the € M.i\m

: X
0e8 notuudeﬂskclom\k\w«lell\tfy.but.wmendea\or(osrmn rordmher{n -bctézeatd tha s Witk thevwndoranan. thieev ied o antinect O 'r.«N" i;'zrn 34 LRRIL S
charge from th:2 eddressen &nd ag Eiw such sddlitonal thargelf(tis nlrs (n.l\uc from tho a"dxmc. Fheeo witl po v Atl ‘Hlaml b arge Fot Ao ivk Bradde by WEans whildn

the corporate Hwits of any cuy or town which an ¢fice of the Company
5. No responsibllity attached to this Cempany concerning messages Lnlll lhc £amg are acceptnd at one of $ta Lrannrdtling ofoes; and [ & moarageo be scud Lo Fh ofies by one of
the Company’s mestengers, ha acts f¢F that pirpose ad the agent of tho sender,

. 8. ‘The Company willnot bellable for dameges or siatutory penaltiesn the easc o £ny madiiga execpt an futrantate mmn In Lesns where thio elabin {9 pnt su nted In weltin
16 tho Company within sixty daysafter the messax‘ia Bled with tho (pm) roruam\ruls.«mx,.mnn LE2 ) \g‘m tan intrastateneeng by t\ulh" e .: tiy ML S ) l.. LS v“i
or ststutory tles where the claim I3 not preseated tn weitieg (o the Company w)itin x.hmn( AAvedsrgatior throanenlaciy n.tmu xur-z\unluu Fruvkiad, l.um\n.lhalmu A2

of these eoaditions shallapply to claimafor dgmagea or evercharges Withn (he parview of fectlon $13 61 tae Comtnistiatioia AL ol 114,
7. Tt i3 sgteed that $n apy action by 13a Compsby to recover the {ollf for aAny DUBSIET U7 Beasdycd The § tata Pt and vordess Uangal-slon Sl deByery thirvul stall bes previted,
subject w0 rebu!lul by competent cvideace.
£peclal terms governing the transmisrion of measages aecording 10 1helr clasass, 8 cumcratead t<low, phall apply W0 Wntansgas 10 tacly OF Fal Le2pTetiva CJacs fu Additicn
: t.o an ﬂw foregolng terms.

9. No employoe of the Company Is authotized to ¥ary the Iotegolag.

10-42
SETIR CLASSES OF SERVICE
DOMESTIC SERVICES ' CAGLFE SERVICES
WLL RATE TELEGRAMS . rl:’r':!‘ “Arzl?"‘u::ml tat} May b ftten In any language that ¢an be
Leoatatband Ines i ab futl gatey, May be willleo i

A full rate expedited service, . expruead in Hotoan Seligree of 1o e,
DAY LETTERS - CODE (CDR)

A delorred service aj lower than the full rate A fast inrecage service cotiuleting of words fonned wiitonl eonditfon or restriction,

eountcd At & characters por woht Minhiung chasge ol 5 words apidion,
.

SERIALS i : PEFERREDS (LC)
Mmewmcmsewmdmm@e ?a!- Lo, Piva nuuw wcaages, sublect 1o Lebig detartad In favor of lull rate and CDR
10sAYS,

NIGHT LETTERS
ptde okt S
Acceptad up 10 2 AM. for dellvery pot eniler than (3¢ following mornitg At rated RIGHT LETTEAS (NLT)
daludanguig € nasAgte, Minlimym chazgo of §3 wotds apitad

substantially lower than the full rate telegram or dsy lettee ratos, Oreradghs 3
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SOUTHERN UNION PRODUCTION COMPANY

4 / §
BURT BUILDING ’f l 2 y
ATR MATL " DALLAS, TEXAS / C

(‘.ll r u\»;»--,...,...

January 24, 1948

! Mr. R. R: Spurrier, Secretary |- L
| 0il Conservation Commission b e L e
Senta Fe, New Mexico ZIAND i W beed e

% Mr. George Graham, Attorney or
|

i -

Dear Sir:

As we discussed the other day on the telephone, there is
enclosed the petition of Southern Union Production Company for the
Coumission's ordexr fixing spacing rules of aspeclal application to
the Kutz Canyon-Fulcher Basin gas fislds, San Juan County, as they
uway be hereafter extended. Also enclosed is a form suggesting the
pertinent statement concerning this petition which might be included
in your proposed notice of hearing,and o confirmation copy of our

 telegran dispatched today.

Please let us hear from you should thers be any particular
incidental subject on which you would like us to be prepared ai the
“February 17 hearing. It is expected that Mr. Van Thompson, our engl-
neer, and I vill attend with Mr. J. R. Cole. Because of the interest

which has been indlcated in thils subJect by other operators, it is
| not unlikely that several of them will be in attendance, possidbly for
i the purpose of introducing evidence.

Please arrange for us to receive in due course a copy of each
pu'blisher s affidavit with respect to the pertinent notice of hearing.

With thanks, wve ave
Yours very truly,

\

JV Y s

Willis L., Lea, Jr,
WLL:¥G ‘General Attorney

Encls,

cc:  Mr, J, R. Cole, Santa Fe
Mr, Van Thompson, Dallas

W.N.M.C.F. MICROGRAPHICS




OIL CONSERVATION COMMISSYON

Senta Fe, New Msxico

IN THE MATIER OF PETITION FOR AN )
ORDFR FIXING THE SPACING OF WELLS )
HERFAFIFR IRILIED IN THE KUTZ )
CANYON AND FULCHER BASIN GAS FIELDS )
OF SAN JUAN COUNTY, AS THEY MAY BE )
FXTENDED, AND RELATED MATIERS, ;

)

SOUTHERN URION PRODUCTION COMPANY,
Petitioner

To the Copmissicn and its
Honoxradble Meouhers:

This is a Petition for en order of the Comnission fixing by appropriate
rules and regulations the spacing requirements applicable to wells hereafter
drilled in the Kutz Canyon gas field and in the Fulcher Basin gas field, San
Juan Comnty, and related matters. Your Petitioner, Southern Union Production
Company, a corporation authorized to transact business in Now Mexi‘co, maintains
an office in Santa Fe at the corner of Marcy and Otero Streets and an office
in Farmington. |

Petitioner would show the Commission as follows:

1.

The Kutz Canyon and Fulcher Basin field.s are productive of natural gas in
conanorkcial quantities from the Pictured Cliff sandstone formation encowmtored
at depths ranging between 1700 and 2300 feet, approxﬁnate],y'; The Pislds va.re
in close proximity, may be 6oh‘ciguous and may, in fact, be essehtially ono gas
producing area. The term "general area™ will be used herein to refer to these

‘flelds, as thoy may be extended from time to time. The lands now known or
reasonably regarded as proved‘ to be productive of natural gas in commercial
quantities from the Pictured CLiff are those described in Exhibit A annexed.

2, o

According to Petitioner's information, there are now a total of approxi-
mately 76 wells in the general area which are productive of natural gas from

the Pictured CLiff. Exce’ﬁt for those very recently completed and in the pro- -
cess of being connected, each such well is connected with and producing into

_the natural gas transportation system of Southern Union Gas Compeny extonding
from gas areas in San Juan County, New Mexico, to existing markets in Santa Fe,




Albuquerque and elsewhere,
3.

Potitioner has been actively engaged for many years in opsrating ite own
vells and certailn others in the general ayea, It has accumulated astatistics
and other information bearing upon the permeability, porosity and producing
characteriostice of the Pictured Cliff, and from such information believes
that a well comploted in the Pilotured ClIff will in an oxderly manner drain
ges from not leps than 160 aores of that formation; hence, that more dense
drilling i unnecessary and wieconomic., |

Although there are exceptions, previous drilling in this area has gener-

ally conformed to 160-acre spacing, with wells located subsi;antially in the

center of a unit. To some extent this spacing pattern 18 a remult of the

faot that during World War II the Commission's spacing rule applicable to gas

axeas provided generally for one well to each 160 acres. To some extont it is
due to the curvent policles of the United States Geological Survey in 1ts exer-

ucise of" Jurisdiction oi'er oil and gas practices affecting the substaentiel fedsral

acreage in the area. To some extent, moreover, it is a result of Petitlioner's

ovn convictions, based on the data accumulated from its own and other wells,

and the convictions of certain other operators.

Knowledge of the general area and 1ts characteristice has, Of course, In-
creased with extensions of the proven acreage and other developments, particu-
larly in recent years. Much of this pertinent information has not yet been sub-
witted to the Commission in appropriate form,

L,

“Mhe present spacing rulé appl:lcé.ble in the general area appears %o be con-
tained in Section 1 of Order 637 effective March 1, 1946 (the Statewide Order),
vhich provides in pe.rt'

.M, (a)1., .. .. No well shall be drilled closer to any unit

‘boundary line than 330 feet or less than 660 feet from any other well -

except upon petition, notice and hearing as provided by law, provided .

such uwnorthodox well location will create neither waste nor hazards
"contlucive to wa.ste. v

The present spacing prov:lsion, therefore, would permit the location, on
40-acre travts, of propored wells within 330 feet of any established drilling .

wnit, including those 160-acre units now existing in the general ares wilch arc

-2-




producing gas from one centrally 1oco.lted well., It 1s apparent that under present
gpacing rules the recont marked activity and competition for the limited attrac-
tive acresge availatls will result in 330 foot offset wolls in a gas area end,
congequently, in competitive offset drilling of unnecessary wells ~- on units
already established In addition to those to be emteblished in the future, In
this connection it is belleved significent that Section 12, Chapter 72, Laws of
1935 (Bection 69-213, New Mexico Statutes Annotated, 'kl Edition), while it lo
applicable to oil or oll and gaé wells, provides in part as follows:
“The drilling of unnecessary wells creates filre and other hazards

conducive to wasteo, and unnecessarily increases the production cost of

0il and gas to the operator, and thus also wnnecessarily increages the

cost of the products to tho ultimate conswuser."

Tt 15 aleo significant that dy Section 10 of the same enactment (Soction
69-211, '41 Edition), the Commission is oxpressly authorized to make rules, regu-
lations and orders fixing the spacing of wells. Moreover, the Commission po-
 pesses, and in geveral instances has exercised, authority to promilgate speclal
rules and regulations applicable to a particular,area of production,

5

By proper rule, regulation or order of special application to the Kutz
Canyon-Fulcher Basin general area, as it may be from time to tiwme extended, the
Commisgsion should inavgurate and enforce a spacing proéram ﬁhich will economi-~
cally and effeﬁct‘i‘vel\v permit, without wnecessary drilling costs or operating ox-
peneés , the recovery of natural gas reasonasbly producible from that area. Peti-
tioner is prepared to submit evidence pertinent to a proper spacing program.
From the information avallable to it Petitioner believes that, except In unusual
instences, a wniform spacing wmit of not less than 160 acres should be provided
with respesct to wells hereafter drilled in the general ares,

Attention is directed to the increasingly common pfactice of pooling lease-
holds for exploration and developusnt, particu.‘g.a.rly where small tracts in gas
areas are involved, and to the expeditlous method now provided by applicable
statutes and regulations for comuniti%ine federal oll or gas acreage with other
la.nds. M&reover, the Goizmissioner of Public Lands 1is authorized in proper ceses
to approve and consent to unitization programs involv‘lng ‘State of New Mexico

leasges,




° o

WHEREFORE, Potitioner requestes that the Conmlssion, af'ter notice end

heaxing as required byrlaw end applicable reguletions, enter ite proper order
or orders fixing the spacing of wells hgreafter dr1lled in the Kutz Cenyon-
Fulcher Basin general area of production, as 1t nay be from time to time
extended, on the basis of one well at approximstely the center of a 160-
acre (rilling valt in substantially ihe shape of a square, with eﬁitablo »ro-
visions for any related matters, lncluding special approval, after notice
and hearing, of umorthodox well Jocations necessitated by the éize oxr shape
of avallable unite or by the nature of the terrain; and, pending final action
on such request, that the Commission, its sgents and employees refrain as a
matter of policy from approving or permitting to become effective any Notice
of Intention to Drill now or hereaftier on file with respest to a well In the
general avéa which does not provide Pfor the location of such well at or with-~
in a ressomable distance of the center of ite drilling wnit consisting of
160 acres, more or less, in substantially the sﬁépe of a square.

Potitioner wareby offers to supply such information concerning the subJect

matter of this application as is avallable to 1it.

Respectfully submitted,
SOUTHERN UNION PRODUCTION COMPANY

\

Yice Presidest

VERIFICATION
STATE OF TEXAS )
" COUNTY OF DALLAS % |
Béfo;‘e me, a I{otai'y ‘Public in and for Dallas Cownty, Texas, personally
apﬁeared J. C. REID, Vice President of SOUTHERN UNION PRODUCTION COMPANY, a
corporation,; well kmovn to me to be such person and officer, and he upon oath

-4 -
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|

I duly administered stated that he had read the foregoing ypetition and that the

: facts therein set forth are true and correct to the best .of his information
and belief, end that he hed excouted such petition on behalf of sald corpora-~

| tion as 1ils free and voluntary sct and deed, pursuant to due authorization.

/ZC, c/fzc;/

Sworn to end subscribed before me this 2hth day of Januvary, 1948, to

cextify which witness my hand and seel of office.

Notafy Public indard for
Dalilas.County, Texas

eiin ,.\"c‘{\\

RN,
1 F DP\\" \\\\ I
1

\)
sy,
Y l-‘i' k3

. AYE GRIFFIN |
Not.ry fullie, Dallas County, Toxa
by co.nmission expires June 1, 19..&

s




EXHIBIT A

Description of lands known or reasonably regardsd as proved to be

productive of natural gae in commercial quantities from the Pictured

cLiff,

Townghlp 30 North, Range 12 West

Ssctions 28, 29, 30, ‘
32, 33, 3k: A1l

Township 29 North, Range 12 West

Sections 1, 2, 3, 11, 12, 13: All
Section 10. B

Township 29 Nortl_l, Range 1). West

Sections 18, 19, 20,

28 29; 33, 341 Al
Section T3 - ~
Section 213 W?

Township 28 North, Range 11 West

Sections 11, 13, 1k, 24: A1l

Township 28 Nerth, Range 10 West

Section 19, 2%: All
Section 18: ? ;
Section 20: W?
Section 30: E-f-
Section 32: B3
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Javupry 2h, 1908

Hr. Goorgs Orahsm, Attornsy or
Mr, R, R, Bpwrrier, Deorelary
011 Gonservation Joasiesion
Banta Ye, liew Moxioo

Doar 81

As vo dlscussed tho other day on the telephons, thevxe ie
suoloasd the petition of Southarn Union Produstion Company for the
Comaloslion's oxder Pixing epacing rules of spasolel ayplication to
the Buts CengoneFuloher Basin gos flelds, Ssn Juan County, as they
nay be hgreafier extondsd. Also enclossd is a form suggoating the
poxrtineut etatamcnt oonssrning this petition whioh might de included
in your propessd notice of hsaring and a confirmation copy of owr

tolegraa dlopatshsd tolay.

Plaase let us hear from you ahould there Yo any partiounley
inoldental subject on which you weuld 1ike us to be propared at tho
Yehrmyy 1T hearing. It 18 oxpestad that My, ¥Yen Thoumpeon, owr engl-
neex, aad I will attend with W, J. R, Cole, Bsoause of the interest
which hes been indleated in Whie subjtest by other opsvators, it s
oot mlikely that sevesral of them will be in attondance, possibly for
the purpose of introduoing evidence,

Pleass arvaange o v %0 veoeive in due course a ocopy of oach
vpublulnr's affidavit with respect to the pertinent notice of hearing.

With thenks, we sre
Yours very truly,

)

Villis L. Isa, Jr.
WILt YO Oeneral Attorney
Bnols.

oot Mr, J. R. Cole, Santa Yo
Mr. Ven Thompoon, Dallas
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NOTICE FOR PUBLICATION
STATE OF NEVW MEXICO
OIL, CONSFRVATION COI&ESSION
The State of New Mexico, by its 0311 Consmervation Corvmission, hereby gives
noticoe, purswent to law, of the following public hearings to be held Februaxy

17, 1948, boginning at 10:00 o'clock A.M, on that day, in the City of Santa

Fe, New Mexlico:

Caso No.

Tn the matter of the petition of Southern Unton Production
Company for an order fixing the spacing of wells in the Kutz Canyon
and Fulcher Basin gas fields of San Juan County (ag they may be ex-
tended) on the basis of one well to a drilling wmit of approximately
160 acres with suifa.‘bl:e i;roviéiona for any related matters including
special approvel of morthodox well locatlions where necessary.
Given under the seal of the 01l Conservation Cormission of Now Mexico, at

Santa Ye, New Mexico, on January , 1948,

THE STATE OF NEW MEXTICO aocting by
and through its 01l Conservation
Commission

By: R. R. Spwrrier,
Secretary

(SEAL)

£
.
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KW MRICO OIL CONSKRVATEON COMUNGION
BAKTA PR, MV MHXECD

In she 2adter of the petition of the Gouthnoin Ui
Frodwotion Cuupany for an opior flxing the spuocing
of walle in the Kuta danw-laloher Dosin Gua Clolde
of Cen Juan County (ae they may be exbesded) on the
bauie nf oo well 0 & Asilling uatt of spproxis
aatody 160 asrao with euitabw provielany for wy
relatod mttors, fnoluding apasial approval of none
conforaing woll locatlions viore mooasary,

GRIAR W0,
WBE Hoe 26
WREERKAL, aftee dws nobloe me requirod Wy M Gw Cssadenion hald a pallile

heaying in Oants Fo oa Felwuary 37, 1948, to cousider the patidion of Doutiwrs

Uaten mumwmmmumwwﬁw f‘vwmwﬁmaﬂ o

woile horeafter &rillsd in e Kute Crom-Sulcker Bosin gas Tislde, B dwe
County, New Mexloo, wd yolated mattove) and

VERHEAS, e Coisaion hiving comsliszod the osvidence addused ot suoh
Iering, portiset fuformbion ctbervies availaile In Comsission’s sesords,
tho statenents melde siod vievpointe exgvessed ty Interveind partfos et of in cwm-
seation with sush hewrring,

YIHG, from the evidsnce adduoed:

Ae That the Kuts Comon and Tulcher Beain gus Fields are produstive of et

wnl o from the Piotured CALTT smmidetons formmdiom, Shat suvh Lields w9 oo

tigwous and from ali fafemmtion aveilable 20 dads appess' to W oie Sontiamous
oo prodending arwe o posl in e Pletared C1I£E, with A total of over 75 pro-
duoing gus wolls o4 Whe yaweomt time;

Be That sush pool hes produesd aatwral gas for nove them 15 yearw, during
viieh Cine Abe avernge of well-hewd pressvres hes daclined %o apyroximately 383
Pl gaoge from an initiel £l pressure of spproximctely 595 P.G.1, seas,
e &1fforvnee Intienting Ve subsbaniial Gwentities of ges herstefure sredused
fren W poul; S -

. Thad Wy Jeasen of rules of this Cemsiasien previcesiy spylieshle to We
7901, of the gueral JNAtieos of Gertaln opeIEtere iu the Give st of pelisies
of e U. 5. Geslagionl Dwrvey (Maving Juriviietien over oll mk gus Jowstices




affoating the substentiol rederal aoxwiugs Involved), o fulrly wnifors opsolng of
o woll 4o 100 aores hae heratofors prevallef In the pool;

D, 'rhat aw woll will, excopt 1n wnmal fnetancoes, ooonoatcrlly end of-
fortively drain the recovorublo g in on onlordy rosser fxoa at lesst 160 aores
of the Plotyred C1117 ponl and, acsordingly, that sewe dnwe spaoing In the puol

will, as o ganarnl yule, xseult 13 wasle or (n uaoscaseoxy heaxds cuoive to

vasto aad trumcanearily invxesee the coats of devalopoent and produastions

%o That, excopd In usuwsval insianood, the yolume of roaovewsdls gus ia the
pood doen pot under exleting ctmfitiung afford esonusle Juskiflcation fur thw
ariiling of wells n uaite of Jors fhan 10D aoxes, woxw dsose wpeolng being,
thorefore, 1ikely 0 yecudt In vedwdation of develupasnt, premature abandonspent
of wells and in other conditions wasteful or conduoive 10 weate;

¥. That for vells heysafter 4rilled a goadval aposing pettern of e oo
trally Jooated Wil an & wild of 160 eoros, substentlally i the eheps of a
e, 18 requized 0 proteet the equitics of thows baving interwsts in welils
Nevetofore drilled on 163-s0re tracte, Tov which gesoral upacing patten the goole
ing of propextise should o encouregnd Whsls HUORSERDY !

G, Thab the cun productive are of the pocd 4 Atkely o be cubstasiially
m sxtennive, 1 ome oFf wore directiones than the nresenily devwloped porsim
thoreot; . ]

H. Thad dw ésiiniedon of tie pool, cmtaised herein, 19 ivavsmable ond 54
neceseary V% the offisany of Wals specing onder; wnd '

I, That v o vill vesult 48 the drdlling of welle in the pool, a8 berein-
after defined, uilses mpoocial rules el ragulstions are adcpted for tw preves-
tien theveof, amt that the spesial rulse smd requlations provided Wov are Des-
sanery e provent swih waate and hasaxds omducive %0 Waste; O Yoot preswt
m&mdumrwﬁ-mmﬁmmﬁmwmm,
‘o8 1% 2ay o sxtended. ) ' -

TNOTOE, T I GSED that, effective Lumsdiately, Whe felloving rukes
and reguiations shuill spgly %0 wells Derenfier sutharised by the Comission W
thmehﬁthMhhm




Cakm-Puloley Baain axea, defined bﬁlew, in oddition to tho Cwmlepion'e applilo-
able wules, regulaticos snd oxders heretofore or heresiter adopled to Hie qmi«mm
no% iu cealliod herewith |
Seotion 1. Eo vell shall be 4rilled ox completed or reccapleted, snd no
Hotlon of Intastiam o Drlll or Axilling pesrcit with xodpeot o & vell
ahnll W grented or driliing loostion otherdied pevsltied 0 becoss of-
footive, unless
(a) swch woll te lovated on & desigiated drilling uwnit of not lens
then one hundred eixty (160) asree of land, wune o loss, nvooRding
to lsgad subdivisican of the United Blatses Iand Surveys, in which
Wit all the Sutsreste ave comnclidated Wy veoling qgrscmsait or oth-
oxwise and on vhich po other well 18 couploted, or suthoriged lor
completion, In the pools |
(3) swbh deilling unit W In e upe of & square scwept for normal
wrlaticns in legal euddivigicns of e lbited 2iates Londs Lurveye;
ad | | | |
(o) suck well de located cn it Arilling unlt at a dlstence fwom the
outeitde wmit boundaries of not loks than soven hiadyef Sifty feot
(130'}; yrovided, if euch progosed new woll 1o 4 b4 en offeet to say
then productng gas well coagleted in Ww pool; or e 4drilling of
which was sutlioriced, prior to the effective date of this oxdey,
Lcoted on ma adjolming wit in wiich the intereste sre not ldmtioal
vith Shone in the wit proposed €0 e drillsd, suoh yroposed well my
s located and drilled offwctting the existing vell and as oloss %0
the cosmon it bowndoxy 1ine as tiw well ¢ B 80 offoet,
Seetige 2, Any provicion hevein to the cmWrary notrithataading, the Com-
mission may, snd in propey duses vill, éa‘wsstim or o 148 own motiom,
by order entered afier notice mnd hearisg 1o the sxtent required Yy law,
grent sxoeptions wnd peomit drtlling Locations 4o becomws effective, Vhave-
wmmmmmwmwawmmﬁnmmm




Ang ta”‘t.#n 'm:»sirwxu of desilon 1 sbove A7 the Gw;sztiml‘m plall
that the property sought to be dyilled would ve deprived of an oppurianity
B0 produos gas from the pood Ln the uwbeanoe of suuh excoption, s=ad shelld
vlso find ona o wee of the follovlog candibiaw 1o exiet
(=) that camwolidutlon or pooling of the proparty ewyht to Wdrill-
¢4 wih nosessavy edjolning laxl, NOWILIGLRALING QILAZEL eXiure
| atde fa good Mith, 1s Lmposoible or Lprovticals
(B} that to property cowdt o be Grilied 19 located vithia 8 twn
doveloped poridan of €8 ool and 18 non-uanrfvanalng oite or shage
18 due W the adjuining developsd wopsrtiss In the podds
(o) hat beoause of the matuaw of the temwin, losation of We pro-
poasd will at a lesser dlutesnce fron cad of tho outex bowdariss of
1% 4rilling wald ebould Yo permitted; ox
{4) L2t b reassih of the location of the property sougdt %o bodriil-
od along the soutivest oy noctheast flank of A dewloped porticn of
the area) L6 sppeads fngroluble thabt e which ven be produced in pey-
ing quentitiss wiil e encountered 1F the well confone to Hevticn i,
1a ¥hich case the Conmismion smy modiry the vequiressatsa of teotion )
as to 4uoh well to the extend 1t domas nacoswarys pvovided, 1t sbwd)
be the pmowrol poitoy of Whe Comuission in any such casd 0 regulre
the pooling of peoperties ¢ oousulidate inwexwsty in at lomst 10U
wres if prectivel to do a0, vhwther o not iu the shape of & equare,
and $o Yoqiive that the vell be located, 1f prectical W do s, ab
loewt thirtesn hunfred tesaty feed (13207} from eash oiler well com-
pleted, or sutherised for campletion, in the pcal;
oy irrespeative of wuch findlags, Lf the Commivsisn oball find that by
reoscn of all clrvumetanoes an sxcepticn 1s proper 1in the prevemitim of
warte, hasards condacive to wasts, or wnduw dreizags betwesn pruporiies,
or otherwise in ths emervies W t2e Commission of ite Jurisdiotion over
ﬂw}nnnmwihvhormwww,mww

plisd.




The Caaaloalal remves the right to tmposo any el all yoasauable smm-‘
tians upon ths gwnting of any suweh excopbli, and 0 Win all cthor propey
wltiong in the esroise of Ate Jurlediction over %w gpacing of wells v lta
oter pones conlerred by lev, exprecs o inglled,

I I PR CHERED Wat, In aocordmice ¥ith weoumendetims of the Hew
Haxico Hugmoolaburs Cemalolbes cpproved and adoplod by Wis Conmiviicn, the
Plotured OLAPL gna profusing pool in the Xuts Cendni-Fulehsr Raoln axea, %o which
this oxdsr eppling, 1a derined to inolute Witlally Mo folluwing dosoribed lond
In Ssiy Juan Cownly, Bew Hexleo:

Tooabotp 10 Korty ".%gg@ 12 Ves
nal 93, 49, 30s ALl

32, 33, 34
Beotions 1D K 20 1 & :
gection 31 N T l
Bpotion I35 8% & B i
fostion t
Seotion 77 : B3 % M .

LW M M 7% IV MTZYAIE: A 9 ¢ v
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and aino 0 loolube, withoud e peocsalty of furider achivn bWy the Cuasivbes or
this Caumiseion, oil sdditiaed Lmds locutsd vithin thave-fourths (3/4) wlle of
iy pavt of a drilling widt eutablisusd bosewntier whloh laolwdve lsnd 1a the
pool &% 3% 1 Andilelly definad or &8 1% may e oxtondad Ly We applicadion of
thie prorialans ovided, hovsvor, tak suoh pool abill is w0 evead W aabouas-
leally axtonded €0 na W Inodwde ey 2ugis v o haeetiar Lduded bW a0 Uon-
mispicn In ao otaey produsivg axea foredly decigmied si an vil or ges o)
or Tiold to the Plotursd O30 provided, fuether, W ordar oF Mils (aaulanioan
e pood my ko redvolipated fron Yine ¥ bime e 89 0 oabrecs other luds In
e violalgy whied ere tajleved; cu (e besls of 0dibicond dovelopmenid, o be
sapeble of mvdvelng b DG e Bubs Cawen-Mulohor Baidn peol, wistior o nd
sk ooy londe shall bave beuwm ab oo Gime Laciuied ia aneider deslgaing fleld
o podd prodncling fiee tan Plotaped (1407, ,

Hotored cd adopted Yy e 01), Conaspvabion Comlealon ©de Gy of
» %8,

4

e e —.
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011 Consorvation Comission
Senta Yo, Nevw Mexico

gontlemen:

- The writer has nado a study of the petition of
e ’ oo Southorn Union Production Company for a_spacing onder
RO fixing the spacing of wells hereafter drilled in the

Kutz-Canyon-Fulcher Basin gas fields, looking towards
the best intexrest of the United States, the State of
New Mexico and the development of potentlal areas in-
volved. It is my opinlon that this proposed program
is sound. HNo doubt, there will be instances where
oexceptions are warranted, which would come under the
wigse discretion of the New Mexico 0il Conservaticn
Cormission.,

Respectfuily R

J. Hudson

JIH: fr

¢¢ - Southern Union Froduction Company
Burt Building
Dallas 1, Texas
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tan Japa County, liow i0.100a
Jobrunry, 1948,

0y ,
“he low Soxige 1) =n:d Gap ‘oncervall 'n U
~ondne] One IS . ’
innta fa, liow Jaxloo. ‘ DAL 7 / i .
gon’ lonen ¢ et

T snend

“ho und roigned ovuers of foo lands situatsd in “an Juan vsunt
recgotfully subrmit thelr oxpogition to the pranting of tho potition
of 3enthern Union ‘roduction Tornpany, now jonding boefore the Cormisaion,
aiach potition boisng ontitlod;

"In tho mito® ol thy potition f{or an (rdor Tixing the
npacing o0 wolls heroinafter drilled v the Zutz Canyon
nnd fadelsyr dSacin lelde in Jan Juan County A3 THEY MAY
B0 NIEDED and veloted matiovs.”

ur oceosition includisg the following,

1. 8 doom the granting of the etition will reranlt in a
di-advantage to oporatoro an a whole, nnd to the Itnto
of ilow Lasloo, anrd Lo the foo land ownors.

e  To partioular we opposs any rale or regulation whersunder the
prossxt iuta Tanyon and sulohex lasin fialds moy be EXTENDED.

3. t andor part of tho lands in the county {inclading 3tate lsnds)
are unduvelopod, hoth a2 to oil sné gac.

G e funero: B o0il and gan leoapses have beon mecurod by ‘ajor and
Indspendont oporatora embracing unitas lass than 160 ncres,

B, he 3tate of Jow lexioo has ifasued many oll and ﬁm longen,
on atate and institutional lands -ndé many of suoh lonses ure
iz smaller unite than 160 aores, many belng for 40 nou.es,80
aorag and 180 a0res. ,
~he Commisaloner of ublio landes {and the dJtate) will be in
a poait;ou gf havigf;t?ssnatz oii qgid gan 1maan.a:oeptinsh
oy therofor, an 181 pot owing daveloperant oy suo
lognsed lamds. [1f & 140 {}{Q:“ift'a&% 280D ig%,%;/t/‘, A et

Oa he petitioney,who huve hsretofore develoied certaln of the lands
aow whithin the area of the Xuts anyon and Fulcher 3asin fields,
daonponed of natuvial gas to the Jouthern Uniom Gae Jonpany, ite
ageaootate,under sone arrangemsmt unknown to protestanse.
~he louthorn imlon Uag Cou.any i the only vurchaser of gas
produeed in these two flelds,and thervfore the two c¢.rporations
mve a UGHONIY a8 partains to the preesent dimposition and trans-
portation of gas, and have boen able to (and do} dletate and
fix the price of gas prodaced by independient operstors and it
now appears that sald two corpors:ions have sucouveded in petting
Lo gas situation iu »-1d two fileli® in a condition to meet ite
Jdosires,nixi now wiash an order from the Co miseiiom,vhich would
pravent independent operators fro: drilling,anr to u ite of leses
than 160 acred. -

7. rho lialte of ths presont .uts Canyon and Fulcher Jasim flelds
_ shounld bon datinstely detormined. ; _

Saa han baosn dimcoversd in o‘her yarta of tho commty,to-»it
‘overal c8lls near Jlameo, wolls at 1liomiield, at ths-::,s"":;&
n-ur the itate line to ths north,
1t chonld be made certaim that neither the petit)oner,or any
onie else, i ’ht snucceamfally olaim thnt the "uts Canyom snd
Sileher Saein 218458 bo = SR D 1o embrace other parts of the
cotitye

UNME B MIORANDADLUTAC



8. Lo rrle or regulation should be adopted that would interfore
or restriot ox -otard tig developeunrt of lands within the
aounty as 1o oxploration,prodaction or davelopomoent o2 oilthor
C11 or Gas 1n any part of the coanty, inoco-mich as there ars
sorveral aanda and for:atiuns. abave nnd below the . ioture
1311 fTorimtion {{ro: which petitionexr obilcine gas),

therefore paetd: ionras,as jrotestante,piny that sald potition

be donted. ,
cespoetiully subuittod.

L LN T R R R e

lignao of land ownar, Hnme of land ovwner,

e

> s——
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NFHd MEXICO OIL CONSFRVATION COMMISSION
SANTA FE, NEW MEXICO

T, AN w
el (L

In the matter of the pstition of the Southern Union
Praduction Cowpany for an order fixing the spacing
of wells in the Kutz Canon and Fuloher Hasin Gas
fields of San Juan County (as they may be extended)
on the basia of ona well to a drilling unit of
approximately 160 acras with suitable proviaions
for any related matters including spscial approval
of unorthadon well localions wherae necesasary,

ORDFR MO, :

WHERTAS, after due nétice as required by law the Commission held a publie
-hearing in Santa Fe on Februasry 17, 1948, to asonsider the patition of Southera
Union Production Company for the addption of an order fixing the apacing of
wells hereafter drilled in the Kutz Canon-Fulcher Basin gas fields, San Juan
County, Rew Mexico, and rslated matterss and

WHERFAS, the Commission having considered the evidence adduced at such
hearing, pertinent informatisn otherwise available in the Commission!s
rosords, the statements made and viewpoints expressed by intereated parties
at or in connestion with such heariﬁg,

PINDS, frow the evidence sdduced:

1. That the Kutz Canon and Fulcher Basin gas fields are productive of
natural gas from the Pietured Cliff sandstone formation sncountered at depths
ranéing between 1700 énd 2300 feet, approximately; that sﬁoh fields are con-
tiguous and from all 1nformation available to date appear to be one contlnuous
gas producing ares; |

2. That such area has prodiced natural gas for more.than 15 years, during
which time the average ofywell head praessures has deelinéd to approximately 385
P.3.I. gauge from an initiél field pressure of approiimately'585 P.S.I. gauge;
the difference representing the subatastial quantities of gas producedvéuring
such perilod;
| 3. That by reason of rulés of this Commission previously applicablg\to
the area, of the general practices of'cgrtaiﬁ operators in iho area and of
polieioa of the U. 3, Geologloal Survey (baving juriodiction over oil and gas
prnctiooc affecting the substantisl federal acrenge 1nvolvod,) a fairly uniforms
J‘%Iaptoing pnttern of one well to 130 acres has haratofore prevailed in the areaj




4. That one well will, saxospt in unusual instances, esonomically and
offectively drain the r-sdévemble gas in an orderly manner from at least
160 acres nf the Piotured C1iff and, accordingly that inom donses spasing
will, as a general rule, r3:dt in vaste or in unnacessory hozavids esnducive
to vaste and unnecessarily increase the costs of development and productiong

5. That, except in unusual inotances, the volume of recoveradbls gas in
the Pictureq CI14rf reservoir doea not under oxisting conditions afford
sconomlie justificatlon for the drilling of wél‘ls on mits of less than 160
acres, more denes spacing being, therefore, likely t;) result 4n retardation
of development, prem;aturo abunddﬁment of welle and in other conditions wasteful
or conducive to wastej

6. That for wells hereafter d_‘z"i_‘lled a generasl spacine pattern of one
sentrally kiocated well on a unit of 160 acres; substantially in the shape of
a square, is required to proteot the equitiies of those having interests in wells
heretzofore drilled oh 1.6b acre ‘tracts, fo: which purpose the pooling of properties
should be sncouraged when noecessary; and

7. That waste will result in the drilling of wells in the Kutz Canonw
Fulcher Basin area, as h’ereinafter\defined, unless special rules anvd- regulations

" are adopted for the prevention ﬁheréof, and that f.he special rules and rege

ulatlions };rovided bé‘iﬁw are negessary to prevent such waste, to protect present
equities and to provide for the orderly develomeent and operation of such areaj

TﬂmEFORE, IT IS ORDFRED that, effective immediately, the following rules
and regulations shall apply to wells hereafter drilled or completed or recompleted

to the Pictured C1iff in the Kuts Canon-Fulcher Basin area, defined bolow, in addi-
tion to the Commissionfs rules, regulations and orders ‘heretofore §r hereafter
adopted to the extent not in confliet herewiths \
1. No well shall be drilled or completed or recompleted, and no
drilling permit shall be granted or drilling location otherwise
, p&nittod—to:iaoco:e effective, unlesa ‘»
(a) such vell be located on a drilling unit of ome’ hundred
sixty (160) acres of hnd,‘-oro or lees: according to of=-

fieial _gov;rn_lo:gt;isurvey, in which all the inmterests are
" consolidatod by pooling agreement or otherwise snd om which -

1o other Ploture C1iff vell is located or drilling; -

W.N.M.C.F. MICROGRAPHICS ] |



(b) such woll be losated at the center of its drilling unit
or at a diatanse from the sunter not greater than one-oighth
(i/8) tho width of such unit at its narrowest parts and
(6) such drilling unit be in the shape of a square axcept
for normal variations {n land divisions of the government
survey,
2. Any provision to the contrary notwithstanding, the Comnission
may in propoer osses by order entered after notice and hearing, as
required by law, grant exceptions and permit drilling locations
to becoms effective, thereby authorizing the drilling or conme
pletion of wells to fhe Plotured Cliff not conforming to the
B requirements of Seotion 1 if the Cormission shall find that the
propefﬁy gought t0 be drilled would be deprived of an opportunity
t9~produce gae 1n the abgenoe of such exoeption, and shall also
f£ind one or more of the foilowing conditions to exist,
(g) that condolidation of properties through pooling of interaests
-~1n addiﬁional land notwithatanding diligent efforts made in good
faith; s impossible or impraotical,
(b) that the property sought to be drilled is located within
a developed porﬁion‘of the area and its unorthodox size or shape
1s due to the adjacent developeé'properties;
(¢) that because of the nature of the terrain, location of the
proposed well at a greater distance from the center Qf its drilling
unit should be permitted; or
(d) that by reason of the loocation of the préperty sought to be
drilled along the southwest or northeasiuflank of a developed
portion of the areaj it appears iuboséible that gaé vhich ean be
produced in paying quantities will/be encountered if the well con-
forms to Section 1,in which case the Commission may modify the :
requirements okaeotion 1 to the extent 1t»doe-a nocasséry; provijnﬁ}
1t shall be the gemeral policy of the comnisaton in any such case
to require the pooling of pro;;rties to consolidate inte:euta in .
160 acres if prastlcal to db so, vhether or not in‘thi shape of
. square, and to require that the well be located at least
thirteen hundred twenty (1320) feet from the nearsst well pro-

duoing frou th. Plotured clif! ir pructioal to de %0,

WY NM O u‘rnnmnnurrno ]




The Commiseion reeserves the_right to {mpare reasonable égnditiona
upon the granting of any such exespiion,

IT IS FURTHER ORDIRED, that the Kutz Canon~ Fulcher Basin area which is
pubjeet to thin order, hereln ecmetires to~mad the Maras®, shall he those
lande in T,30H, R 12¥, T 294, R, 12W, T 29N, R, 1, T é8N, R 11¥, and T 28N,

R, 10W, N.M.P.M,, which ace Goiionly kuswn z: the ¥uke Canon or Fulcher

Basin gas f1eld, or as both such flelds, and also 511 land looated within

one (1) mile of any well 4in such filelds which 1s capable of producing natural
gas from the Pletured C1iff, including wells “areafter drilled which sxtend

the gas productive area of such fieldsy provided that ths tera "area® shall

not include any lands now or hersafter inocluded ly the Commission in some athnr

field or fields,
Entered and adopted by the 011 Conaervation Commission this o

day of ’ 19480

CHA TRMAN

OOMMISSIONER

COMMEEBION
SE

e

iy

>
S
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Suite 17, Radlo Flaza _John J. Domprey
Yelephone 3003 «'j i President

-

Dempscy Realty Company
Santa Fe, New Mexico
March 3, 1948

Mr, Dick Spurriler
State Geologlst
Santa Pe, N. M.

Tear Mr. Spurrler:

I wrote you requesting before a2 decislon was made by the
State 011 Conservation Commisgion in connection with the spacing
request in an area of San Juan County by the Southern Union Gas
Company, that 1 would be perwmitted to incorporate a siatement in
the proceedinge. I now find that the lande I am developing &re
not in the ared exbraced by the hearing. Therefore, I have no

further intaerest in the matter.

Thank you yery kindly.

JID: jw
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iwstlatored Petroloun Hnolice:
Gtate of Hew sexl oo

LG Lorth shipn
nobbs, nwow oxlco
Jebrumyy 21, 10408

o yewn Horicd GL1 Conssivetlon Costlssion

Sants ra, Now loexloo

Drlel suundttod on Lehalf
st o8 tue indeporulent
rators and small land owners
wer Jduan Lounty in regzurd tos

Coze Huwmber 126, relabive to the
reqae st of the Southern Yulon Ges

Compary ©or & spacins ~ullve for
fhe Mulchzr fasineiutz Canyon Gas
Fleldn, Jnn duwst Sountye

Gentlenont

’ I wish Lo auomlit hovewlth for your considesration In ithis mattex

ke

4

a fow wrltten stateoents soaazrilng Lols cegse and toastinony pere
tal ning thercto, as I have analyzed‘it.

1. The general yproblew of optluum spaciny In eny fi:=ld requlires
careful study and a large aacunt of cerefully paticrod ard compiled
inforrsution.

2. Until s proxinately two wacks prior vo this hearing ll
of the ascsgsury inforrwtlon naz veen avelleble ouly to the Joutliern
Union Gag Company. Al ihst Line payt of this netessary Informnation
nes teen complled by them from tholy riles and sade svsilable to
intercsted partles. lwo weeks is not sufrlelent tiwe, hovever,

Lo ;ermlt a study of thla nature by sn outside company or individual.

Yoraover, the 1nfo:aation assonblud nt that tlme was not adoeguate

to provide n doiiaite solution,
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3. A suacing, raling 1o an old fleld & thout roonyd Lo pro-

ration=~or without & pyorsslion roling~-~would, in 6.lect, ¢ n

dlrect contradistion to the concentlon of zoervelsnbive yihibs

58 wlerstood In the poteolews Industry.

8

Sor, bst ag new 40-acro wells

offzeitliu. oly wells on L0 aerses uoenld anfafirly
o biDepore Lratiy soowoadd v 1L0-scre

P NP S . £y
Grotans Ly oY owelis on o ddeacrs bractd.

:
G Gauss wWwoXle wibtioul oo valinlled

2

~gay o S § T R e g s N 1 T TN TP I R : e eser oY g
Haysc L,y i 1’»-‘;«‘\1(“!&“; sl SRL WU ‘J,--,-_;nv{‘i‘--:. ratba ra Tiourhd

L

“~

oul by Mre coster forrsll o. Ui Usad would, oy osinion, b
more 1lXely &iravatod by (od-ncro uniis than rolisved; duge to the

incregsod number of forsed cliselse.

P

6, In rapara Lo the svldence proesentsd ail he nesring,
Februaxy 17, 1948 1f wes shows that old wolls had o dralnece lo-
fluenco over ¢riivoendcd dilstances ln sone frdas, sad In intorflervence
test conducted on ad joinins welln ssbarlisbed coumunicsbion between
thom: but ihe ovidence pressniod Gid not shiow how mac. pas will

be left unrocovored ila Lue regservolr ki sbandomwand Lox YR TIOR8

well speclagsy nor die the testimoeny descrlie Lo g - in ich

wolln woulid o locatled on 140-gore unlis 3In order that wells could
lates o Infliled on snalloer trsabs, L0 provon cesnumicelly foasibl,

2o briclly olxaxliy thesc peintgs, I wiszshh Lo polint oube
{a) tunt, aleosash dralhaze over

cEhGIRied wls bnaicsd nQas ool proven awd comvealeation hag

been esiuLblishod belnoen ad joining wollsy tac Qalz danyon-

Fulcher fusin Pleld 13 rot unigue: In Ll. respect.  The zame

can be shown {or wost of the oll and raa Llelds now in

existoncs.

{b) In view o1 this, a declslon on
& spacin: rullng should be vased--not Lrom av 1auAc¢ of cow=
munication and sowmc dralnage alone-~bLytr alse {rom n consider-
ation of the value of the ultlumately usirccoverable pns lsft




in the vesocrvolr for Lariounz Gl ooneln o) rop ot Ual aub jeed
Liwwicipat ta boa binony vnn presontod,

{e) & pontaty TOTe vaiG, il
& doanaity, O 1450 v S S L T oS TS ;’ ; osnt b
lebe: fnrts if* AT st @ elagn s soa ot Ce LGVl
Lo Hh e .'I y o slenanbtides T Shoat G b that e nenk
3emilest, joactiecal onaly Iros Joencie cnlie o S0 uoron

Lo «Dll, anag uls la peesllle only 10 fia wiollo o oo
fnttiul o-acre bructs waie o cniad on G0=~netu paiborias . IF
G riola cengreanot locptlon on L0 aeores hu s Troed, the
only undfvna spaciag on Ladtlledq 4rtilie, Jo1 cach 100-8019
trect, wouslda waiire 4 coare walls, o en aveis, ¢ o 52 aerca
per wwll,

Fro. the Lestlmony sivesnted
i toe heardligy 3L ousn e Loort thel an toncyoeaue fne Liae price
of “as, vlug m decrosue In the copt of urtlliln, tne wells
(boin g whiten are norasl trends#) would juselly lufilled
urllllna oun Ll=acre lopabicnall It ia Tfoond laler thet na
maeh us wporodaately S50 more | an can oo recoveraeG on the
elosar tuuiu”. uls sae Initopaatlon Indientaes that 1nfl1lled
drilliny ol 32 acres per owell would g;e.hLlé aEvel e sconomie
cally fosniblo. tienes, 180-mecro ceiilorespot loestilons w-wld
make later Solllied «oliling on lodivide ul 1l0=ancrn tract
forevev in~osasible,.

HoreOvory, s ciudy of itie

Tleld Indlestas Lthat a largo noasboey of tdc drilllos untts
cent be nore ol feetlrely dratned % losating the wells in the
most pernealla part of tha unltg this pgormearle nert la
e b noauadulx?y v o contop of ceantg.  For the
smie miubur 0F wwlls, the Iloid % effectively
diandied .,,; 1:-1?.::'1;‘1,: e welle In the most comeable parts of
urkis rathesr than w1, 14 conterspot loucatlons.

[t 1s ithcielo1o rogussted, twbt fa the svant the
Comeuisgelon decldes to oot e sraclayr ruling regaliring l1i0-acrss

par well, toat conslderatlon be slven to {lexivillty of locsting each
well on i6s unlty In order thal muximan advenlass wy ve roalized
fyom the contimuously developed sgclogslesd and snsineorin: informae

tlon; snd in order thet operators zay have Lhe opportuniiy to

locate thelr wells on &U-acre patterns Il “hey so choovse, s0 Lhatb
. ; Lo
they would be In pnsition in the future/Infill wulls Af proven




PROFOS5D ORD

BEFORE TA& OIL COCHSERVATION CQOMLISSION OF THE
STATE OF HNEV MEXICO

I THE MATTER OF A HEARING CALLED

BY THZ OTL CONOERVATION O0:iiIS3ION
OF THE 3TATE O NEN LEXTICO FOR THE
PURRISE OF OOISIDERING :

CASE K. 126
ORLER 1O, 748

IN THE HATTER P THE PETITION OF THE

BOUTHERI UNION PRODUCTION COMPANY FOR AN
OKDZR FIXING THE SPACING OF VELLS IN THE
KJdT7 CANYOH-RILGIER BASIN GAS FIELDS OF SAR
JUIT COUNTY (AS THEY MAY BE EXTEXDED) ON THE
BASIS OF ONE WELL T0 A DRILLING UNIT OF AP«
PROXTMATELY 160 ACRES ¥ ITH SUITABLS FROVISw
IONS FOR AUY RELATED MATTERS, INCLUDING
SFECILL AFFROVAL OF NONCORFORUING WELL LOe
CATIONS WERE NECESSARY,

PROPCSED ORDER OF THE CORIISSION

BY THE OCOMMISSION:

VHEREAS, after due notico as required by law the Commission held a publiec
hearing in Senta Fe on February 17, 1948, to considor the petition of Southern
Union Produotion Company for the adoption ¢f an order fixing the spacing of wells
hereafter drilled in the Kutz Canyon=~Fulcher Basin gas field, San Juan County, New
Mexico, and related matters; and

YHEREAS, the Oommission having considered the evidence adducsd at such hearing,
pzrtinent information otherwise available in the Commnission?s records, ithe state=
monts made and viewpoints expressed by interested parties at or in comnection vi th
suoh hearing,

FINDS, from the evidencs adduceds

As That the Kutz Canyon and Fulcher Basin gas pools are productive of natural
gas from the Pictured Cliffs sandstone formation, that such pools are ocontiguous and
from all information available to date appear to bo one contvinuous gas producing
area or pool in the Piotured Cliffs sandstone;

Bo Thet such pool has produced natural gas for more than 15 years, during
which time tho average of well=head pressures has deolined approximately 200 P.S.I.

gavgo,

Ce That by reason of rules of this Commnission previously applicable to the pool,
of tho general practices of cortain opeorators in the area and of policies of the
UeSe Geologioal Survey, a fairly uniform spaoing of one well to 160 acres has hero=
tofore provailed throughout most of the pools.

De That one well will, in view of presocnt evidence, econcmically end effectives
ly drain the recovorable gas from at leust 160 eoros of the pool and, accordingly,
thot more dense spacing in the pool may be conducive to waste end will unnecessarily
inoréase the costs of dewelopment and produotions under present economioc conditionss
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'Bs  Thet for wolls horeafter drilled, a genoral spacing paitorm of ono contrally
located woll on o unit of 16C meras, substuntially in the ctheapo of & squarae, is ree
quirad to protect the oquitios of those having intorosts in wells rerctofore drillad
on 160~acre traocts, for which generzl sproing pattern the pooling of proportics shoulr
bo oncourazod vhon nueossary;

Fe That the gas productive area of the pool is likely to e substantially more
oxtonsivo thun tho presently doveloped portion thorcof;

Ge That waste will result in tho drilling of wells in the pool, unless spocial
rules end regulations ere adopted for the prevontion tkorcof- ond

He That, while the Kutz Cenyon-Fulcher Besin gas ficld nas boon commeroianlly
productivo for morc than 15 yoars, it has not boon subject to ooolorqtoro nction roe
prosontative of the inturest of «ll tho operatores or 1oqoe-Holqor within tie area
during that peried, In a«daitlion, proporties, holdings anu/o” loases ol any undetor-
mined nmumbter of small lendovmers or lease~holdors, whose Lotal acreoage is olther loss
than 160 acres or includes portions of 1l60~acre traots, still exist within the pool
boundaries, as horein definoeds Furthermore, tho numbor of such holdings will ine
oreasse as the pool boundaries are extended by subsequent drillinge In recoenition
of these facts, the Comnission liereby serves notice that in order to equally protsct
the. intorest of all property ovmars and leascholders witnin ithe Kutz Canyon-Fulcher
Basin pool, exosption to the folloving rules will be grantod in cascs vhere it can be
domonstrated, by petition end hearing, as provided by law, that coiaplience would
cause undue hardship, loss, or eoxpense,

THEREFORE, IT IS ORDERED that, effootivo on the date of this ordor, the follow=
ing rules and regulations shell apply to wells hercaftor drilled or completed or re=
oompleted to the Fictured Cliff pool in the Kutz Canyon-Fulchor Besin arca, defined
belovi; in addition to the Commissionts applicable rules, regulations and ordors hareu
tofore or horeaftor adopted to the oxtent mot in conflict horowiths

Seotion e No woll shall be drillad or completed or reoompletod, ond no Notice
of Intcntion to Drill or drilling peimit shall be approved, unlcss

(a) such well bg located on a designatad drilling unit of
not loss than one hundred sixty (160) éacrcs of lard,
more or. less, according to logel subdivisions of tho
United Statses Lend Surveys, in which unit all the ine
torests are consolidated by pooling agrooment or othore
wise and on vhich no other well is conpleied, or appe
roved for completion, in the pool;

(b) such drilling unit be in the shape of & square except
for normal variations in legal subdivisions of the
United Stetes Lands Surveysj snd

(0) such well bs located on its drilling unit at a distance
from the unit boundaries of not lesstien nine hundred
ninety feet (990); provided, if such proposed new well
isto 59 an offset to any then producing gas woll ocom=
pleted in the pool, or the drilling of which has author-
ized prior to the effective date of this order, located
on en adjoining unit in which the interests are not iden=
tical with those in the unit proposed to be dril'ed, such
proposed well may be located anl drilled ‘offsstbing the
existing well and as oclose to the connmn.unlu boundury
line as tho well to be so offsels




Soction 2e Any provision herein to the contrary notwith:tandin:, tho Commissior
mey, und in proper cagses will, on petition or on its own motion, by order enterod
after notico ard hecring to the oxtent roquired by law, grant oxceptioiis and pormit
drilling locations to become effootive, thereby authorizing the drilling or oconw
plotion of wiclls in the pool not conforming to the requiremcents of Scetion 1 above
if the Commission shall find that the property sought to be drilled would be deprived
of an opportunity to produce gas from tho pool in tho absence of such oxcoption,
and shall also find onz or moro of the following conditions to oxisis

(a) that consolidation or pooling of tho property sought to bo
drilled wiith nucussary adjoining land, notrithetanding
diligent offorts mado in good faith, is impo“mble or ime
praotical;

(b) that tho property souzht to bo drilled is located within
a then developod portion of ths pool anc its noneconforming
sizo or shapo is due to tho adjoining dovelopod properties
in the pools

(¢) +that becouse of the naturo of the terrain, looation of the
propesed well at a lesser distance from one of the outer
boundaries of ite driliing unit should Le pernitted; or

(6) that by reason of tho location of the property to be drille

ed along the southwest or northeast flank of a developed

portion of the area, it eppears improbable that gas cen

be producod in paying quaentities if the well conformns to

Section 1, in vhich onse the Commission may nodify the

requirements of Section 1 &s to such well to the extont

it deoms neocassaryg
or irwespective of such findings, if tho Commission shall £ind that by reason of all
csirounstances an exception is proper in the prevention of waste, or undue drainage
botwean properties, or otherwisse in the exarcise by the Commission of its juris-
diction over the spasing of wells or its other powors conferred by law, exprass or
implledo

- IT IS FURTHER ORDERED that, in accordance with recommendations of the New
Mexico Nomenolature Committee approved and adopted by this Commission, the Pictured
Cliff gas producing pool in the Kutz CanyoneFulcher Basin area, to which this order
epplies, is defined to include the following described lend in San Juan County,

Now ilexicos

Township 27 North, Renge 10 Vlest

Soce 4 All

Soce 3 /2

Township 28 North, Range 10 iest
Sec. 15 S.uI (X

Scce 16 5/2

Seoe 17 SW/4, vif2

Secse 18,19
20, 21 All




Tovmship 28

;s

Sace 22
Soo, 27
Socs 28, 290
Soo, 30
SBCD 32, 33

Township 28 iorth,

Soese 10.11,12,13
14,15 and 24

Secy 22

Secse 23

Township 29 North,

Rengo 11 ifost

Rrs->Y

All
i

is/4
N/2 8g/4

Ranza 11 \lost

SGC. 6

Sece 7

Sece 17

Socse 18,19,20
21

Sece 27

Seose 28,29 & 30
Sece 32

Secs 33,34

Sece 35

Township 29 North,

Sil/%
V2
5/2 8w

an
5/2
All -
wt/a
ALl

Yif2

Renge 12 Viest

Secse 1,2 & 3
Sece 4

Secse 10,11,12
13 & 14

Sece 15

Sscse 23 & 24

‘Township 30 lorth,

AL
NE/4
Al
n/e

A1l

Reange 12 West

_Secse 28,29,30,32

33, 34
Sece 35
Sece 36

A1
Vi/2, SE/4
Si/4

A1l additional lands located within onovhalf (1/2) mile of eny part of a drilling
unit established hersunder which inoludsd land in the pool as defined or as it may
be extendad shall conform to these rules and regulations; provided, however, that
such pool shall in no event be automatically extended so as to include any lands
now or hereafter included by the Commission 1n somoe other producing area formally
designated as an o0ll or gas pool in the Picturaed Cliffs, prowvided, further, by
order of this Comnission the pool may be redesignated from time to time so as to

embrace other lands in the vicinty which are believed,

on the basis of additional

developments, to be capable of producing gas from the Kutz Canyon=Fulcher Basin
pool, vhether or not such otner lands shall have been at one time included in an=
other designated field or pool producing from the Pictured Cliffse

Entered and adopted by the 0il Consorvation Commission this 1% day of lay, 1948

LEA COUNTY OPERATORS COMMITTEE
¥AY 17, 1948 -
HOBBS, NEW MEXICO

STATE OF HEBW

HBEXICO

01, COHSERVATION COMMISSION
CHATRIAN




TR T LS O R YO UL S

PROFOS:3D ORDER

BEFORZ THE OIL OCVSERVATION COMIISSION OF 1HE
STATE OF HEW MEXIOO0

IR THE MATTER OF A HEARING CALLED
BY THS OIL CONSERVATION 00.ilISSION
OF Tl STATE OF NEY KEXI0O FOR THE
PURFOSE OF OOLISIDERING:

CASE 1O, 126
ORDER kO, 748

| IN THE MATTER O0° THE PETITION OF THE

! BOUTIERT UNION PRODUCTION COMPANY FOR AN
ORDER FIXING THE SPACIUG OF WELLS IN THE
KJTZ CANYON-FJLOIFR BASIN GAS FIELDS OF SAN
JUAN COUNTY (AS THEY MAY BE EXTENDED) ON THE
BASIS OF ONE WELL TO A DRILLILG UNIT OF APe
PROXIMATELY 160 ACRES %WITH SUITABLE PROVISw
IONS FOR AHY RELATED MATTERS, INCLUDING
SFECILL APPROVAL OF NONCONFORMIKG WELL LO-
CATIONS WERE NECHSSARY.

PROPOSED ORDER OF THE COMKISSION

BY THE OOMMISSIONS

VWHEREAS, aftor due notice as required by law tho Cormmission held a publie
hearing in S8ante Fe on February 17, 1948, to consider the petition of Southern
Union Produotion Company for the adoption of an order fixing the spacing of wells
hoereafter drilled in the Xutz CanyoneFulcher Basin gas field, San Juan County, New
Mexico, and related matterss and

VHEREAS, the Qomnlssion having considered the evidence adducsd at such hearing,
pertinent information ctherwise available in-the Comnission's records, the state=
ments made and viewpoints expressed by interested parties at or in comneotvion vd th
suoh hearing,

FINDS, from the evidence adduceds

A+ That the Kutz Canyon and Fuloher Basin gas pools are produotive of natural
gas from the Plctured Cliffs sandstone formation, that such pools are contiguous and
from all information available to date appear to be one continuous gas producing
area or pool in the Piotured Cliffs sandstones

B, That such pool has produced natural gas for more than 15 years, during
which time thoe average of wellehead pressures has deolined epproximately 200 P.S.TI.

Bavigee

Coe That by reason of rules of this Commission previously applicable to the pool,
of the goeneral praotices of cortain operators in the area and of policies of the
‘UeSe Goologioal Survey, a fairly uniform spucing of onse well to 160 acres has hera=
tofore provailed throughout most of the pool;

De That one woll will, in view of present evidonce, economiocally and effective=
ly drain the recoworable gas from at least 160 acres of the pool and, accordingly,
that more denso spacing in the pool may bo conducive to wasto and will unnecessarily
increaso the costs of development and productions under present economio conditionss
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En  That for wolls horonftor drilled, a goncrel spacing pabtorn of ono contrally
loouted woll on a unit of 160 wcros, subctuntially in the shapo of & square, is row
quired to protect thu ogquitivs of those having intorosts in wells noretofore drilled
on 150~acro traots, for vhich gonersl sproing pattern tho pooling of proportics shouls
bo onoouragod whon nocossaryy

Fe Thnt tho ygns productive drea of thoe pool is 111«'01" to e substantially more
oxtonsivo thun the prusently dovoloped portion thercof;

Ge Thot wosto will result in tho drilling of wolls in tho pool, unless spocial
rules and rozulations are adopted for the provention thersofy and

He That, while tho Kutz Canyon=Fulcher Besin gas. ficld has boon ocommoreinlly
productive for ymoreo then 15 yoars, it has not bosn subjoet to cooporatoro action re=
prosoutativo of the intorest of all the operatores or lease~holiers within the aresa
during that period, In sddition, propertics, holdings and/or lotses of eny undeter~
mined number of small landowners or lease~holders, whose totel acremge is either less
than 160 acres or includes portions of 160=acre traots, still exist within the pool
boundaries, as harein defineds Furthermore, the number of such 2oldings will ine
oreaso as the pool boundaries are extended by subsequont drillinge In recognition
of these fasts, the Clomdlssion liereby serves notice that in order to egually protect
the. intorest of all property ownars and leassholders within ilie Kutz Canyon~-Fulcher
Basin pool, sxception to tho folloving rules will be granted in casus vhore it con he
demonstrated, by potition md hearing, as provided by law, that complisnce would
cause undue hardship, loss, or oxpenses

THEREFORE, IT IS ORDERED that, effeotive on the date of this oxder, the followw
ing rules and regulations shall apply to wells hereafter drilled or completsd or rew=
ocompleted %o the Pictured Cliff pool in the Kubz Canyon=Ffulchor Basin area, defined
below, in addition to the Commissionts applicable rules, regulations and ordors hore-
tofore or horeafter adopted to the extent mot in confliect horewiths

Sootion 1« No woll shall be drilled or completed or reo mpletod, and no Notice
of Intention to Drill or drilling pemit shall bs approved, unloss

(2) such well bo located on a designated drilling unit of
not less than one hundred sixty (160) acros of land,
more or loss, according to legal subdivisions of the
United States Land Surveys, in which unit all the ine
torests are consolidated by pooling agroemont or othore
viiss and on which no other well is completed, or appw
roved for completion, in the pools

() such drilling unit be in the shape of a squars except
for normal variations in legal subdivisions of the
United Statses Lands Survsys; and

() such well ba located on its drilliug unit at a distence
from the unit boundaries of not less’than nine hundred
ninety feet (990); provided, if such proposed new well
isto be an offset to eny then producing gas woll oome
pleted in the pool, or the drilling of which has authore
ized prior to the effective date of this order, located
on an adjoining unit in vhich the interests are not iden-
tical with those in the unit proposed %o be drilled, such
proposed well may be located and drilled offsetting the
existing well and es close to the common unit boundary
line as the well to bs so offsete
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Soction 2 Any provision heroin to tho contrary notwithctandin:, the Comrission
may, and in propar cages will, on potition or on its own motion, by order e¢ntored
aftor notico end hoering to the oxtent roquirsed by law, grant oxceptions and pormit
drilling locations to bucomo offootive, thoroby axthoriz;ng the drilling or ocome
plotion of wolls in tho pool not conforming to the requirements of Scction 1 sbovo
if the Commission shall find that the proporty sought to be drilled would be doprived
of an opportunity to produce gas from tho pool in tho absence of such excoption,
and shall also find one or moro of <ho following conditions to oxisis

(h) that consolidation or pooling of tho properiy sought to be
drilled with nocoessary adjoining land, notwithstanding
411icant offorts medse in pgond laith, is imvossible or ims

practical;

(b) that tho proporty souzht to bo drilled is located within
e then devolopod portion of tho pool and its noneconforming
sizo or shapo is dus to the adjoining devolopod propertiss
in the pooly

{6) +that hecause of the naturc of the torrein, location of the
proposed wel)l at a lessser distance from cne of the outer
boundaries of its drilling wunit should be pormitted; or

(4) that by resson of the location of the property to bo drills

ad along the sputhwest or northeast flank of a developed

portion of the area, it appears improbable that ges ocan

be produced in paying quentities if the well conforms to

Seotion 1, in which case the Commission may nodify the

requirements of Seetion 1 as to such wall to the extont

1% deems necessaryj
or irrespective of such findings, if the Commission shall find that by reason of all
clrounstances an exception is proper in the prevention of viaste, or undue drainage
tetween properties, or otherwise in the exercise by the Cormission of its jurise
diction over the spacing of wells or its other powers conforred by law, express or
implied.

IT IS FURTHER ORDERED that, in accordance with recommendations of the HNew-
Mexigc Nomenclature Commitiee approved and adopted by this Commission, the Pictured
Cliff gas producing pool in the Xutz Carnyon=Fulcher Basin aree, tc which this ordor
applies, is defined to include the following described lamd in San Juan County,

New Mexicos

Township 27 North, Range 10 West

Seo. 4 All

Sece 3 W/%

Township 28 North, Ronge 10 lfest
Sec, 17 S/ '
Ssce 16 S5/2

Sece 17 SH/t, Vif2

Secse 18,19
20, 21 All




s

Tovnship 28 lor th

SGC. 22
Scaoe 27

-~ Soce 28, 290

S00e 30
Scoe 32, 33

Township 28 lorth,

Rz n«zo 10 iest

s e ;oo o

i H/u
All

/e

41l

Renge 11 ifest

Scose 10,11,12,13
11,16 aend 24
Sece 22

Soce 23

Tovmship 29 North,

A1l
WE/5
N/2 53/

Ranze 1) vioet

Saca 6

Sece 7

Scce 17

Socs, 18,19,20
21

Sece 27

Seose 28,29 & 30
Sece 32

Sece 33,34

Soce 35

Tounship 29 North,

Sil/4
Vi/2
5/2 Si

ALl
5/2
All
/4
A

Yi/2

Rerngze 12 lest

Secse 1,2 & &
Sec. i
Seese 10,11,12
12 & 14
Sece 15
Secse 23 & 24

Township 30 Horth,

211
NE/4

All
N2

L1l

Range 12 West

Sgcse 28,29,30,32
33, 34

Sece 35

Sece 36

£)1

Vif2, SE/4

S¥i/4

All edditional lands located within one-half (1/2) mile ¢ eny par®: of a drilling
unit established heresunder which insluded land in the pool as defined or as it may
be extended shall conform to these rules and regulations; provided, however, that
such pool shall in no event be automatiocally extsnded so as to include any lands
now or hereafter included by tho Commission in some other producing area formelly
. designated as &n oil or ges pool in the Pictured Cliffs, provided, further, by
order of this Comission the pool may be redesignated from time to time so as to
embrace other lands in the vicinty which are believed,
developments, to be capable of producing gas from the Xutz Canyon=Fulcher Basin
pool, vhether or not such other lands oh&ll have been at one time inecluded in an=

on ths Lasis of additional

other dosignatod fiold or pool produclng from the Pictured Cliffse
Entored and adopted by the 0il Conservation Cormission this 14 day of May, 1948,

STATE OF NEW HEXICO

T OIL CONSERVATION COMMISSION

'LEA COUNTY OPERATORS COMMITTER

MAY 17, 1948 CHATRIAN
HOBBS, NEW MEXICO

- W.N.M.C.F. MICROGRAPHICS




Form 101 NEW MEXICO OIL CONSERVATION COMMISSION »

ou "
Santa Fe, New Moxico msfwfmzapulssmh

NOTICE OF INTENTION TO DRILL

Notice must be given to the Oil Conservation Commission or its proper agent and npprov
begins.  If changes in the proposed plan are considered advisable, & copy of this notice sho
returned to the sender. Submit this notice in iriplicate. One copy will be returncd followis
instructions in Rules and Regulations of the Commission.

Pisce o “Date
OH, CONSERVATION COMMISSION,
Santa Fe, New Mexico,
Gentlemen:
You are hereby notified that it is our intentlon to commence the drilling of a well to be known as.....__... .
[N e eeeeeeennane s WX Nou e i
Company or Operator Loase
of Sece ooy Wiy By B0 Blay Fo Bagemeerereoceeeaceme e F4OM, i County
X The well is ... .. .. feet (N.) (S) of the. o line and. ... feet
i ' b (E.) (W.) of the._.,.,.........~,.....,<.llne S SRS USRS
_IT_..Q,M__J_..{..;1.,,# (Give location from section or other lega) subdivision lines, Cross out wrong
T ““‘g"“““' - directions.)
R If state Yand the oil and gas lease is No............. ... Assignment No... ... .. . .
If patented 1and the oWner I8 .. e e e e
Address ... . e e e e e s e — . —
If government land the permittee is... ... . . ——
» IR E AdQTess oo -
P | [ 1 "The lesse® 18, oo ’ —
AREA 610 ACRES Address .o o ——
LOCATE WELL CORRECTLY We propose to drill well with drilling equipment as follows:. ... ... . ...

The status of a bond for tHis well in conformance with Rule 88 of the General Rules and Regulations of the
‘Commission is as followa:... : —_
We proposs to use the following strings of casing and to land or cement them as indicated:

Landed or Backs
Cemented Comen$

Bizs of Blze of Welghs Ter Poot New or

Hole CusSng Second Hand Depth

i
1
!
!
{
|
{

“[f changes in the above plah become advisable we will notify you before cementing or landing casing. We estimate ihat
the first productive oil or gas sard should occur at a depth of about............_......._ fest, ,
Additional information: Pursuant to the Commission's Order No. __ , the drilling unit
for this well 1s acres, more or less, being the
, N.M.P.M,

"Approved. .. ___ , 19 Sincerely yours,
except as follows:

Company or Opsrator

By. - i e

: Position..__._... : i —
d;L CONSERVATION COMMISSION, _ Send communications regarding well to

By._ Name

Title

‘:;:’:,“:}‘,:.?zz‘: ???’ffz
’Tov@jiigau o |
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SouTHE UNioN PRODUCTIO
THERN UNI R CTION COMPANY mrfmy‘m”

BURT BUILDING 8, wpy, YOMMISs
DALLAB, TEXAB df(‘q/}?ﬁnﬁ‘ﬁ% A
¢

JUy . q/FN :
Moy 29, 1948 Ny ? 4« 3_/] _

Mr. R. R, Spurrier, Secrotary
011 Conservation Cowmission
Senta Fe, Now Mexico

‘Dear Dick:

T will make an effort to cover the points we discussed on the
telephone with respect to the proposed form of order in Case No.
126 » Southern Union Production Company's spplication for a spacing
order in the Kutz Cenon-Ffulcher Basin aresa.

Most lmportent, of course, is the definition of the pool. In
some instances the proposed order expands the acroage over that we
suggested. While the reason for thls expansion is not immediately
apparent to us it does not seem to be too important. On the other
hand, certain contractions were made, presumably on the theory that
by the last paragraph of the proyosed ordexr it would be made appli-
cable also to lands within nne-half mile of those specifically de-
gscribed., A close reading of the last paragraph convinces me that
the order, as proposed, would not apply to any land not specifically
described.,

The language is "All additional lands located within one-half
(1/2) nile of any pert of a drilling unit ostablished hereunder
which includes land in the pool as defined or as 1t may be extended
shall conform to these rules and regulations; . . ." Notice that
to be a "driiling unit established hereunder” the unit would have
to be composed of lands specifically described. The order does not
say "all additional lands located within one-half (1/2) mile of any
part of the above described lands"”, For this reason the suggested
area we described was determined by including each quarter section
offsetting a producing quarter section elther directly or diagonally;
hence, in order to avold effect of the order anyone proposing to
drill a new well would have to Jump entirely a 160-acre tract flank-
ing the nonproducing area.

On the contrary, your descrij)tion of acreage would permlt
direct offset drilling in some Instences, particularly noticeable
in the northwestern part, Surely if the order is to accomplish its
result it must apply to lands adjoining those which are now deve-
loped. Vhile there may be some instances in which it is not neces-
gary to include acreage offsetting very small wells, it seems to us
that in general the acreage should be expanded to include all quar-
ter sections offsetting producing gquarter sections in any direction.




The laat peragraph ae suggestod by us was intended to accomplish
automatic extonsion of the area to which the ordor is applicadle.
For example, both forms of order describe the 5Wi of Section 6, T.
29 H., K. 11 W. Suppose thet this is csteblished as a drilling unid
under the order (s contemplated by Section 1{a)) so as to come
within the intontlion of the last parsgraph. Clearly it would in-
clude "lands in the pool as defined" since all the unit is initielly
defined. Then by application of the last paragraph the remainder of
Section 6 would be sublect to the orxder since zll the rest of the
section is within one-half mile of & "drilling unit" establishied
under the order. Thereafter, if the SE{ of Section 6 should be de-
signated as a drilling unit, then the POSl would B2 aubomaticnlly
extended and the order automaticallj applicable to the We of ectim
5 and the NW) of Section 8% The intention here, of course, 1ig to
make the order automatically cover cxtensions reswlting from regular
outwvard development. On the other hand, if before the Srlh of Secc-
tion 6 should be designated as a unit the SEi: of that section should
be drilled, the order would not automatically epply so thatl its pro-
visions need not be obgerved unless and until the Commission should
see fit to extend 1t by supplemental order, redesignating the pool.

Undex your proposed form it appears that enyone could drill, for
example, the NEi of Section 31, T. 30 N., R. 12 V., without complying
with the spacing or density reguirements of the order. Conceivably,
geveral welle could be drilled simulianeously or consecutively before
a supplemental order might be entered. Yet, this particuler land is
offset by production three ways. A similer situation prevails with
respect to the ‘SU‘ of Section 20 and the ,SE—- of Sectlion 19.

Going now to page 1 *n finding D, it strikes us that the word
"may" in the third line showld be "will" since the word "conducive"
provides sufficient latitude; moreover, in this same finding that
the words "under present economic conditions"” al the last should be
daleted since the statement is true under any conditions.

In finding H the sentence beginniﬁg "Furthermore" seems move of
a forecast than a fact. I believe the Commission could probably say
as & fact that the number of such holdings will be likely to increase
etc.

In the same finding we think that the last sentence should be
deleted entlrely since it is not a fact and since it can be con-
strued as an invitation to request exceptions. In this connection
1t seems significant that everyone known to have any substantial in-
terest in this ares 1s apparently satisfied that the spacing rules
propesed are proper and economrtically sound; in other words, that ey
opposition to the program has been ebandoned. I believe Van told
you of the expression we received from Al Greer, Jr. Therefore, if
anything along this line is appropriate, it definitely seems to us
that it sliould We de-emphasized and considered for what it is, i.e.,
an exception to the rule to be granted only in special situations.




The fact o thal by express proviclons of Sccllon £ a great majority
of ronconforning situations are expressly identlified ond provided for;
hience, other exceptions should be few tnd cavefully scrutinized ---
corvtainly not Invitoed., Tet's delele the last sentenco of H.

in nart (d) under Sectlon 2 we suggest thet the last three words
of tho second Lino be changed to "ol the develowped,” and that the
gerienlon In tha noxt line be changed to 2 commn 5o as Lo proserve
the continmuity. Al thoe end of (d4) you drovped a proviso we had sig 8
gested wlhich geemns worthwhlle since it affords notbice that the Con-
mlension doce not intond to throw - -down the bars {o anyone desiring to
arill on the flanks., The proviso glves notice of a sound pollcy ol
e Conulubliuon, pax LiGuleily willh rccpeet to lacation of n waell at
least 1,320 feet from other wells. These seem to be minimum require-
ments of which the oporators are entitled to be notified.

In the lont paragraph of Section 2, beginning "or, irrespective
of such findings," you may went to add back, perhaps a2s a new sentence,
the i1des now exprossced wnder finding H that the Cormission will take
such action as is necousary "in order to equally®yrotect the interests
of' al) property owners and leaseholders within the Kutz Cenon-Fulcher
Basin pool” by grenting of exceptions in ceses where it can bo demon-
stratod, Ly petition and iearing, as provided by law, that compliance
would cause undue hardshlp, loss or expense., Personally, I think addi-
tion of this would be surplus, bub it is & matter of preference. We do
fesl that exceptlione should not be emphasized or invited.

- In the next paragraph beginning "It is furthor ordered” the word
"{nitially” 1s omitted after the word "include' in the fourth line,
Thic should be replaced since it furthers the idea of automatiz exten-
sion provided for in the lasi paragraph. Refercing again to the last
paregraph of the order, i1t seems to us thal the saving of a few words
sacrifices definlteness and clarity in the provielons for automatlic &x-
tensions to cover orderly flank development, and that the last paregraph
we suggosted chould be reinstated with the substitution of 1/2 for 3/k.

To comply with the theory of Section 1(a), wherein it is provided
that the drilling wunit be designated, and to avold any confusion on an
operator's part, we suggest addition of 2 new Section 2 (changing present
Section 2 to Sectlion 3), as follows:

Section £.) In connection with wells hereafter proposed to
be drilled or c¢ompletsd or recompleted in the pool, as initially
defined or as it may be extended, there shall be Included on the
form C-101, "Notice of Intention to Drill", in addition to the
other required information, a designation of the drilling unit
established hereunder for such well, by legal subdivieions of
the United States Lsnd Surveys, in substantially the following
manner: "Pursuent to the Commission's Order No. 748, the
drilling unit for this well 1s acres, more or less,
being the (here describe lands constituting the unit) s

; - N.M.P.M." :|




Should you want to discuss eny of thoss ideas by telaphone dwr-
Ing »y absence from town next week, pleese call }Mr, Van Thompson
colloct,

Witk best regsrds and thanks, T om

Yours very truly,

Glteer X Hiw G
77

WLL:FG
Enecl.,

cc: Mr. J. R. Cole, Santa Fe
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SOUTHERN UNION PRODUCTION BDMPAN‘{ :
BURT BUILDING A A S I DA R

DALLAS, TEXAS 1‘, o
0

April 12, 1948

Air Mail

Mr. R. R. Spurrier (7 >/ 24

|

{ State Geologlst

| 011 Consexrvation Conmilssion
i Santa Fe, New Moxico

Dear Mr. Spuxrier:

Aes previcusly arrenged, I am glad to enclose several
coples of the form of a suggested order which may be ac-
. ceptable in connection with the Kutz Canm-Fulcher Basin
spacing matter. This incorporates some revision from the
tentative draft previously submitted. For example, pro-
vision i8 now made in Section 1(c¢) for the continuation
of offset rights,

\ I was prepared to write you at considerable longth
about the form of this order or come back out to Santa Fe
for e discussion; however, it developed that Mr. Van Thomp-
son wvas required to be in San Juan County during the early
part of this.week and I have arrangsd with him to drop by
Santa Fe for a discussion with you befure returning here.

My suggestion would be that the form of this order be
reviewed by you and Governor Miles and the Commission's
staff so that any questions which arise may be discussed
with Mr. Thompson upon his arrival at Santa in a day or so.

| I am uncertain about the formal matters of heading and con-
e clusion and call them to your attention for such adjustment
a8 you may think advisadble, ;

With best regards, I am

Yours very truly,

) bl

Williﬂ Ilo Le&, JI'-

WLi: fr

encls.

cc - Mr. J. R, Cole
Mr. Van Thompson

P.S. Under separate cover I am forwarding two copies of a
map showing the Kutz Canon-Fulcher Basin wolls and identi-

fying the state, federal and fee lends, respectively, by dis-
tinctive colors. Please see; Geo.  Graham 8°t8
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BOUTHERN UNION PRODUCTION COMPANY
BURT BUILDING

DALLAB, TEXAS

April 22, 1948

é/;(/% J 2

Alr Mall

Mr. R, R. Spurrier, Secretary
0%l Consgervation Commiseion
Santa Fe, New Mexlcc

Dear Dick:

Confirming our long-dlstance conversation this morning 1t has
been suggested, and we agree, that at the botton of page 2 of the
suggested form of order heretofore submitted, there should be de-
leted the words "authorized dy the Commission to be" so that the
phrase at the bottom of the page will be "apply to wells hereafter
drilled. . . ."; moreover, that the word "grantel' appearing in
the third line of Secticn 1, page 3, should be change to'approved’.

As I told you, the reason for incliding lands adjacent to the
Byrd-Frost #1 Hargrave in this suggested form of order is the fact
that this well encountered a good "kick" (using the words of Mr.
Van Thompson) in the Pictured Cliff, thus clearly indicating the
extension of the Pictured Cliff productive arca to lands ad jacent
to the Hargrave well. I understand that this fact can be readily
and easily established, probably with Information in our possession.

Referring to the mechanics of extending the area subject to
this order, it does not matter particularly to us whether the sug-
gested procedure for automatic extensions is followed or not. It
strikes us that the suggested procedure is sound and convenient
and workable, that it saves time and trouble, and that it is &
more modern approach to gas field extensions; however, if you pre-
fer to follow ths practice of per pericdic supplemental orders extend-
ing the area, that is certainly all right. We think it is impor-
tant that the original territory be described, as suggested in the
proposed order, sufficiently large to incorporate all possible
direct and disgonal 160-acre tracts on the flanks of the devebped
area which offset existing wells; otherwise, the order will not
accomplish its purpose. Our land description was prepared with
the thought in mind that the order should as a minimum include sll
the flanking 160-uacre tracts on wh:lch wells might be drilled off-
getting present production.




Mr. Morrell seald on theo telephone the other day that he was
not pleased with the 750-foot provision in Section 1(c), and that
he might discuss 1t with you. We think there is ample bhasis to
change this to 990 feet and would, in Fact, prefer to see 1t 990
instead of 750, The present 750-Toot provision was suggested in
defexrcnce to idean expressed at and after the hsaring. It is
Just a middle-ground approach which does not seriously affect the
160-acre spacing progrem. Either 750' or 990' or some intermedi-
ate figure will be satisfectory with vs,

T urge you to complete consideration of this matter, discuss-
ing it with Mr. Craham and others of your staff, to the ond that
it may be concluded without furthor delay. Should there be any
further questions or problems, please do not hssitate to call me
collect in Dallas, Central-8010, through Saturday, or in care of
the Company's offices at Fl Paso dvuring the day Monday, as undex
those circumstances I will expect to meet with you in Santa Fe o4
the earlilest convenient time.

Just as soon a8 T can X will considexr the question you asked
on the telephone and give you a memorandum,

With best regards, I am

Yours very truly,

e

Willis L. Lea, Jr.

WIL: fr

cc - My, Van Thompson




April 5, 1948

CASE NOes 126, Southorn Union
Production Company.
LU0 RATIDUM
| Testimony shows that in Mulchor Pagin-Xutz Canyon,
San Juan County, that there was on original rock presauro
of 585 pounds a3 of 1927 and 1928, A prossurc survey in
1947 showod that the avorage rock preasurc of gas to be
386 pounds, and 1t is indicated that since 1947 tost tho
gas pressure has declincd from the averago of 385 pounds.
Cortaln wells, scme of which have been drilled during
recent years, are shown by chart to be bLclow the original
585~pound pressure, but slirhtly ebove the 385~-pound
average of 1947. Ividence was submltted to the effect
that approximatoly ono=third of the ~as of the rield has
already bLeen tuk&n ot |

Upon the plat or dta. ram submitted there are "two

[
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e
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g
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ginke" indizating roughly tho two old £
pressurc o dowvn %o about to 350 pounds, Some of the
recent wells drilled showed the prossure of botween 400 ang
. 500 pounds, which 1s below the pressure in the Feasel vell
' $0 the northwest end of the field which has 565=-pound
presosure indiceting that the closely drilled wells has

caus ed pressure deocline,

The petitioner offered in evi.lence the results of an

CORPY




Pa o 2,
Caso llo. 126,

i intoerforoncoe test covering soven wells on a 100-acro apacing
to subatantlate clalm that there vas gas draina;e acroas

160 acros, Tho tost consisted of wWalker Mo, 1, Walker

¥o. 2, HcOrath 1, 2, and 3, Kattlcr No, 1, and iludson lios 2
wells, A1l were shut In for twelve <ays, thon all except
walker No. 1 werse put on production against a line pressure

of 261 P I T. Thereafter, on the following day, the

six surrounding wells were taken off.th; gas line and blown
to the alr, wilth the Walker No. 1 continuilng to t¢ sihut in,
A rocording prossure chert on the wellhead of wWalker Ho, 1,
i the shut in well, showed a conslderabls galn in pressure,
explained as the normal bulld un, Pressures on the third em
4 fourth days continued this bulild upe. on th fourth day,
thc six surroundin: wells werc put back on production. On

‘the Iifth day, the pregsure of Selker No. 1 Zell back below

because of previous delays, thus indicating pressure inter-
ferences. The average pressurcs dropped 1.8 poﬁnds pressure,
(not large but petitioner urges that in consideration of
other reservolr factors 1s conclusiQe for a material
drainage under 160 acres)e The drop-back was about two
pounds, Figures submitted were that the porosity of the
Picturod Ciiff was about 207, estimated from about 20 core
gamples. The engl 55§aca ul edgggé} 8" 7/160 acres under

; <7 .
original prossurc Srwsas P 5 thHat there-'was an approximate

1,878,000,000 cubic feet. The field would not be any good




Memorandum Page be Coos No. 126,

after the pressure goes down to 150 pounds, fi;urcd about

72% of the initlal gas in place




UNITED STATES

DEPARTMENT OF THE INTERIOR on CONSERY AT, »
GEOLOGICAL SURVEY IANIA g I’.‘:’,‘i‘,
EARSIENES ol
} ! / /
P 0. Box 997 / e
Rosviel 1, Iew Hoxioo JU’ - 1948

July 2, 19,8 /(
W oy s

Mr. R, R. Spurvior

New Yoxico 041l Consorvetion Comission
e 0 Box 871

Senta e, lTew Moxico

Deer Dicks

Yith your lettor of Yay 175 you forwarded a copy of & propescd order
cowring the petition of Southern Union Production Comnany for an order
fixing 160-scre well spucing in the XKutz Cenyon-Fulcher Pasin zas fiald
and requosted aomments or supestions thereon,

In my opinion tho proposod ordor ns drafted is very satisfeclory and
should be wvery helpful to peintein end encourege orderly developnent of
tho gas reserves of this field, 1 offer minor supgestions end chengeuy as
follows:

Paragraph D, thind line, change the vord “may" to "would".

Beginning &t the end of the fourth line, delete
the words “under present economic conditious%,

Paragraph H, eighth line, chenge the word "will" to “ma}&‘\'\.

In Sec, 2(d), second line, chenge the word "a" to "the",

In the same lino, change ths semicolon to a
CONMA o

It is my impression thet section 2(d) would provide for & reduction
in gas allowable if excaptions were grented to permit drilling on loss than
160-acre drilling units,

In view of the recent formulation of the Northwest New llexico Nomen-
clature Committee, it is assumed of course thet you will use the neme of
that Committee in the second line of the paragraph beginning "It is further
ordered", also that the definition of the Kutz Cenyon-Fulcher Basin gas
field will be revised to conform with the definition recommended by the
suid omenoclature Conmitteo as indicated on a list recently prepared by
Mr, Barnes of your office which appears complete and correct as to this
field, ‘

R L

for .:‘“,“‘
)

i

SYINY, Li,[///

P




I roprob thet tho press of other business has unduly dolayed my
reply to you on this matter, lowevor, I have previously concurred in
the ordey end discussed thesa partvicular changes in personal conferences
#ith you on June 1y, This letter will oconfiri those stetomonts and mey
be filed with your record of the cese to shav tho concurrence of this
offico in the proposed order, ‘ |

Yory truly yours,

f;>;fk?¢pA
Foster Meriell, ‘
Supervisor, 0Ll and Gas Operatlons,




cally 3»_”;1;.1_1"§ni‘)lu.

Ge 1t fg realised that somo ac blun o, ce neLessury
ts jrotect the investoont of oporevors »2o drilled welis on 160~
aere typohs, IL 18 rossibtle; nowever that the crntlic sltuation
coule hesgt Lo Lendled by an operators coaslitee ferumed by soolve
pperaLG s AR bne mefte  Foruler acolinags toold he hele end all
addt tlonnl Inforpilon stucticd wnd Glacussed. In the evont of
fatlare ot cach a counlttes Lo bring, ressonnble ajrceent smong kl
the aveiraiora, rogort could Le had Lo logul uetlon by the 011
Conaervatlon Jormmlasion,

XYours vory bLruly,

/s/ Llbert Y. Groer

Albort i. Greer -

# The doeercase In the cost of drilllng would reoult Lrom
Improved metnoda and competition in drillin: as more
activlty centors in thls area.




© CATXONS WHERE NECESSARY. ‘

 BY THE COMMISSIONs

© lic hearing in Santa Fe on February 17, 1948, to consider the petition of
. Southermn Union Pioduction Company for the adoption of an order fixing the

- spacing of wells hersafter drilled in the Kuts Canon-Fulcher Basin gas field,
© Ssn Juan County, New Mexico, and related matters: and

' hearing, pertinent information othsrwise available in the Commission's racotﬂs,g
. the statements made and viewpoints expressed by interesied pariles at or in
© connection with svch hearing,

natural gas from the Pictured Cliffs sauc.tone formation, that such pools are
. contiguous and from all information available to date appear to be one contin.

!

ing which tim¢ the average of well-~head pressures has declined approcdimately

!|

é?

FRUNA L unibnn

: present economlic conditionsj

4"
da v . “!
NI Bang s
.

BEFORE THE OIL CONSERVATION COMMISSICN QF THE
STATE OF NEW MEXICO

_ IN THE MATTER OF A HEARING CALLED

BY THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO FOR THE
PURPOSE OF CONSTDERINGt

CASE NO. 126
ORDER NO. 748

IN THE MATTER OF THE PETITION OF THE
SOUTHERN UNION PRODUCTION COMPANY FOR AN
ORDER FIXING THE SPACHNG OF WELLS IN THF
KUTZ CANON~FULCHER BASIN GAS FIELDS OF SAN
JUAN COUNTY (AS THEY MAY BE EXTENDED) ON THE
BASIS OF ONE WELL TC A DRILLING UNIT OF AP~
PROXIMATELY 160 ACRES WITH SUITABLE PROVIS~

~ IONS FOR ANY RELATED MATTERS, INCLUDING

SPECIAL APPROVAL OF NCNCONFORMING WELL LO-

PROPOSED ORDER OF THE COMMISSION

WHEREAS, after due notice as required by law the Commission held a pub-

WHEREAS, the Commission having considered the svidence adduced at such i

FINDS, from the evidence addiceds
A+ That the Kutz Canon sand Fulcher Basin gae pools are productive of

wous gas producing area or pool in the Pictured Cliffs undatone,
Bes That such pool has produced natural gas for more than 15 years, dur-

200 PeSele gauges

Ce That by reason of ruless of this Commission previously applicable to
the pool, of the general practicss of certain operators in the area and of
policies of the U. S. Geological Survey, a fairly unifors spacing of one well
10 160 acres has herstofore prevailed throughout most of the pool;

De That one well will, in view of present svidence, economically and ef- |
fectively drain the recoversbls gas from at least 160 aores of the pool end,
accordingly, that more dense spacing in the pool may be conducive to waste
and will unnecessarily increase the costs of development and production under

Ee That for wells hereafter drilled, a general spacing po.ttem or one
contrd.ly located well on a unit of 160 acres, substantially in the shape of a
square, is required o protect the equities of those having interests in wells -
heretofore drilled on 160=-acre tracts, for which gemeral spacing pattern tie
pocling of properties should be eticouraged when necessary;

Fe That the gnpmduetiwmaot ﬂxopooliawmlytobosubotmb-
1ially more extensive than tho presently developed porticn thereof;




G. That waate wiill rosult in the drilling of wells in the pool, unless
special vules and repulations are adopted for the prevention thereofj and

He That, while the Kutz Canon-Fulcher Basin pas field has been commer-
cially productivs for more than 15 years, it has not been subject to cooperw
ative action ropresentative of the interest of all the operators or lease~
holders within the area during that period. In addition, properties, hold-
ings and/or leasea of an undeterwined number of small landowners or lease-
holders, whose total acreage is either loss than 160 acres or includes port-
iong of 160-acre tracts, still exist within the pcol boundaries, as herein de~

weed 1Y dem 1 na Phn nan

- finede Furiheramore, the number of such holdings will increase as the poo :
boundaries are extended by subsequont drillinge In recognition of these facts,
the Commission hersby serves notice that in order to equally protect the in- |

: terest of all property owners and leaseholders within the Kutz Canon=~Fulcher

© Bagin pool, exception to the rolliowing rules wiil be granted in cases where ;
it can be demonstrated, by pstition and hearing, as provided by law, that com=~
pliance would cause undue hardship, loss, or expensa. \

THEREFORE, IT I3 ORDERED that, effective on the date of this oxrder, the !

- following rules and regulations shall apply to wells hereafter drilled or come
© pleted or recompleted to the Fictured Cliff pool in the XKuta Canon<Fulcher i§
' Basin area, defined below, in addition to the Commission's applicable rules,
; regulations and orders heretofore or hereatter adopted to the extent not an
conflict herewithi :

: Section ls No well shall be drilled or completed or recompleted, and no
] Notice of Intention to Drill or drilling permit shall be approved, unless

(a) =uch well be located on a designated drilling unit of
not less than one hundred sixty (160) acres of land,
more or less, according to legal subdivisions of the
United States Land Surveys, in which unit all the in=-
terests are consolidated by pooling agreement or other-
wige and on which no other weill is completed, or app-
roved for completion, in the poolj

I T T T YR

(b) such drilling unit be in 'ohe shape of a square except
for normal variations in legal subdivisions of the
United States lands Sur'veya, and

(¢) such well be located on its drilling unit at a distance
from the unit boundaries of not less than nine hundred
ninety feet (990); provided, if such proposed new well

- is to be an offset to any then producing gas well com=~
pleted in the pool, or the drilling of which was author-
ized, prior to the effective date of this order, located
on an adjoiaing unit in which the interests are not iden=

tical with those in the unit proposed to be drilled, such

; proposed well may be located and drilled offsetting the

i existing well and as close to the common unit boundary

i line as the well to be so offsst,

: Section 2, Any provision herein to the contrary notwithstanding, the

;. CommissYon may, and in proper cases will, on petation or on its own motion,

' by order entered after notice and hearing to the extant required by law,

i grant exceptions and permit drilling locations to become effective, there-
by authorizing the drilling or completion of wells in the pool not conforming
i to the requirements of Section 1 above if the Commission shall find that the
i property sought to be drilled would be deprived of an opportunity to produce
i gas from the pool in the absence of such exception, and shall also find one
or more of the following conditions to exists

i ' .(_a) that consolidation or pooling of the property sought to

i be drilled with necessary adjoining iand, notwithstanding
o diligent efforts madse in good faith, is impossidle or im-
! . practica.!.,

" W.N.M.C.F. MICROGRAPHICS 1 f




(b} that the proparty sought to be drilled i3 locatsd within
a then developed portion of the pool and its non-conforming
size or shape i8 due to the adjoining devcloped properties
in the poolj

(¢) that because of the nature of the terrair, location of the
proposed well at a lesser distance from ong of the outer
boundaries of its drilling unit should be permitteds or

(d) that by reason of the location of the property to be drille
ed along tha southwest or northeast flank of & developed
portion of the area; it appears improbable that gas can

v be produced in paying quantities if the well conforms ©

| : : Section 1, in which case the Commission ray modify the

‘ requirements ot Secvion 1 &3 o such well w ihe emLuuL
it deens nacessary;

or, irresgactive of such findings, if the Commission shall find that by

reason of all oircumstances an exception is proper in the prevention of waste, |

or undve drainage batwaon properties, or otherwise in the exercise by the

Commisaion of its jurdsdiction over the spacing of wells or its other poviers

conferred by law, express or implied.

IT IS FURTHER ORDERED that, in accordance with recomnendations of the
New Mexico Nomenslature Comnittae approved and adopted by this Comeission, the
Pictured Cliff gas producinz pool in the Kutz Canon=fulcher Basin arsa, Lo
which this order applies, is defined to include the following degcribed land
i in San Juan County, New lexicos

; Tovmship 27 North, Range 10 West

; | , Bec, 4 ALL

' ‘ Sacs 3 H/2

i Township 28 North, Range 10 West
Sec. 15 Sq /4'

! : Sec. 16

Bece 17 SW/IU W/2
Secs. 18,19

| 20,21 Al

; Township 28 North, Range 10 West
Seces 22 W/2

i Secs 27 W/4

%’ SGO) 28,29 All

‘ Sece 30 N/2

Sac. 32,33 Ml

Township 28 North, Range 1) West

14,15 and 24 All
Sece 22 NE/4

! Secs 23 N/2 3E/4
Towaship 29 North, Range 1l West
ace o /4

5 Sece 7

‘; Ssce 17 /2 SH

: Secs. 18,19,20°

| 21 All

: Sece 27 8/2

~ Secs. 28,29 & 30 A1l

i . Secs 32 NW/4

‘ Sac. 33’34 All

; Sece 35 W/2
Towmship 29 North, Range 12 West
! “Secs. 1,2, & 3

. SeGe 4 - NE/4

. Secs. 10,11,12 o

: 13, & L Al

i Sec; 15 N/2
Secs. 23 & 24 ALl

i

b




‘ T()Wt!dhip 30 North, Range 12 Woot ' !
Socse 28,29,30,32

33,34 AlL
Sec, 35 W/, 5814
Secs 36 sy/4

ALY additionsl lands located within one-half (1/2) mile of any part of a

Ak

driiling wnit established hereunder which includes land in the pool as defined

~or as it may be extondad shall conform to these rulas and regulations; provid- 3,
. 0d, however, that such pool ghkall in no svent be automatically extended so as ‘
* t0 include any lands now or hereatter included Ly the Goweilssion in sema cthor |
: producing aroa formally deuignated as an oil or gas pool in the Pictured Ollfi‘aj
. provided, furthor, by order of this Comnission the pool may be redesignated i

l

from time to time 30 a8 to embrace other lands in the vicinity which ars bo-

: gag from the Kutz Canon-Fulcher Basin pool, whether or not such other lands ,
. 8hall have been at one time included in anothexr designated fleld or pool prod- |

¢+ using from the Piotured Cliffs.

[
i
4
i
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lieved, on the basis of additional develomments, to be capable of producing E
!

Entared and adopted by the 01l Conservation Commission this 14 day of
May, 1948.

STATE OF NEW MEXICO
OXL CONSERVATION COMMISSION

CHAIRMAN

 MEMBER

2 &2

SECRETARY
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June 22,1948
Lot 122
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"

State 0il Conservation Commission
Santa Fe, New Mexlco

Deapr Sir:

I would 1ike to state the opinion of this
Company on the petitlon of Southern Unlon Gas Co. of 160 acre
spacling in the Fulcher Kutz Canyon gas fleld were vie have oil

~gas lease holdings and have lald plans for developemant of this
property,and now have one well drilling.

It is this companys opinion that approval of
this petition would greatly hinder operations of the Independent
and saall operator for the developmont of gas which is badly need-
ed thoughout the country.ind on a standpoint of conservation ot the
States natural resolres the fourty scre spaclng has proved very
satisfactory. I remailn

Very truly yours

cm/Did




OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO

19 #ay 1948

Y. “-‘1,1115 .. LCa? Jr.
Attorney AL law

Burt Building

Lallaa 1, Texas

Doar Willis:

Thank you very much for your letter of 14 May. Your
work and opinions are very much appreciated. ‘

Hope tne Order for Case 126 i3 reasomble in your
opinion,

Sincerely

RS :bsp

et gl g T it s




- WILLIS L. LEA,JR.
ATTORNEY AT LAW
BURT BUILDING
DALLAS I, TEXAS

May 1k, 1048

Mrv. R. R. Spurrier,

State Geologlst

01l Consorvation Cownlssion
Sunta Fa, New Maxina

Dear Dick:

My absence from Dallas has prevented earlier attentlon to
your request for my views on the propriety under your statutes
of holding 01l Conservation Commission hearings with only one
member of the Cormission nresent. I understand that your inquiry
was raised because of the absence or expected absence of one or
two members of the Commission and you have in mind that ultirate-
ly at least two (2) members of the Commission would concur, after
roview of the record, in any order which might be 1ssued.

I have gilven the question considerable study and have, in
addition, acked one of the men in my office, Robert M. Martin,
to go into your question more deeply than I have done. It 1is
unfortunate that your statute does not make express provision
for the trial examiner procedure since that would cleéarly meet
your requirements at this time.

For the reasons indicated below I cannot be convinced that
it fa safe for you to proceed with the conduct of hearings unless
at least. two (2) members of the Commission are, in fact, present
and acting. While it is by no mesns clear thst procedure with a
ore-man hearing and a two-man order is improper, I cannot give
you an opinion that it is good procedure and, therefore, must ad-
vise against it.

The following provisions of your statute are significant:

"o (2) mewbers of the Commission shall constitute a quorum
for all purposes.” (Emphasis supplied.) Sec. 69-20k,

"The Commission, or any member thereof, is hereby empcwered
to subpoena witnesses, to require their attendance and giving of
testimony before 1it, and to require the production of books,
papers or records in any proceeding before the Commission.” (Fm-
phasis supplied.) Sec. 69-207.
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"Included in the powor given to the Commission is the author-
ity: . . . to hold hearings . . . " Sec. 69 711,

It 13 worthy of notice thal, while the Leglolature mado ox-
press provision that one menmber of the Commlusion might ediminister
oathe or might subpoena witnoesces for glving teatimeny before the
Compalssion, no provision is made for trial examiner procedure, and
authority therefor must be found, if at all, In implications of the
Act.

I realize there las, perhaps, as much argument in favor of
propriety of the trial examiner procedure as there is opposed to
it. TFor example, in Sec. 69.2C6 we find "The Cownission shall
prescribe its wvules of oxder or of procedure in hearing or other
proceedings before it wnder this Act”, from which it may be ably
contended that the Comnlssion has author:lty to set up the trial
exsminer procedure by regulation. Sec. 69.210 gives support to
such contention, and Sec. 69.221 provides that a hearing may be
held "at such time, place and manner as Jnay be prescribed by the
Comnission.” While I vellieve the term "manner" must mean a manner
conglstent with statutory authorizatlon, I, nevertheless, see the
possibility that your courts might find the trial exaniner proce-
dure proper if expressly authorized by Commission regulation adopted
after notice and hearing before a majority Commission. My associete
here is inclined to the contrary view, and, as noted above, I defin-

itsly think i% unsafe,

While the trial examiner procedure 1is widely used, I know of
no ingtance of its use in the absence of express legislative sanc-
tion. For example, in my own experience the trial examiner proce-
dure is authorized by express statute in the Public Utility Holding
Company Act (SEC), in the Federal Power Act and Natural Gas Act
(FPC) , in the Texas Railroad Commission statutes, in the National
Labor Relations Act and In various workmen's compensation statutes,
for example, Arizona, Utah and Oklahoma. When so authorized, the
trial examiner may vbe elther a member of the Commission itself or
an agent appointed by the Commission to preside at tlie hearing.
Tho doubts in my mind are not dispelled by the cases which hold
that referees or trial examiners act in a guasi judiclal capacity,
not in a purely ministerial function. I will not burden you with
the cases, although I will be glad to supply citations if you are
interested in going deever into the question.

I am sorry this investigation did not result in umore useful
information for you, but it just seems to me that the court could
very well decide for or agalnst trial examiner procedure, and,
therefore, it is not a safe course in the present state of your

statutes.

With best regards, I am

WLL: fr
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SOUTHERN UNION PRODUCTION COMPANY
BURT BLILDING
DALLAS, TEXAS

April 6, 1948 ' RS

Mr. R. R. Spurrier, Secretar -
Now Moxico O11 Conservation Commaission
Santa Fo, New Mexico

Dear Mr, Spurrier:

Having had an opportunity to review the sitenogrephic
transcript of our February 17 hearing, I wanted to call to
your attontion one or two minor discrepancies,

At voge 8 in the centor of the pego Exhlbit I should
consist of '"the chart and data accompanying My, Nichols'
letter. . .". I notice that the letter is made a part of
the trenscript prover and to complete the record both the
_ ;zocompanying chart and data should be attached as Exhibit

b

At page 10 the first sentences appearing below the
appended core analysis information showld be amended by
deleting the word "to" so as to make the sentence read
"From the data the average porosity is found to be 207."

If you concur in these corrections, please advise me
go that I may make them on my copy of the record. At the
same time please call to my attention any other discrepan-
cies which you observed,

Mr. Thompson has now returned to Dallas and we are
trying to get together during the day with respect to xe-
vision of the suggested form of order. In any case, we
will expedite our work and lei you hear from us as promptly
83 possible.

I appreciate the very satisfactory conference we had in '
your office last week and trust that an appropriate order
can be prormwtly entered.

With best regards and thanks, I am

Yo very truly,

Willis L. Lea, Jr.

WiL:fr
cc - Mr., George Graham
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BYFORT THE
OIL CONIFRVATION COMMYISSION
SANTA FE, NEW MFXICO

State of Nou Hexlco toi

ALY namod parties in the following orea,
and notine to the publies

CASE NQ, 226

In the matter of the potit!on of Southern Union Production
Coupany for an order fixing the aspacing of wells in the
Kuts Canon and Fulcher Basin gas fields of San Juan County
(as they may be axtended) on the basis of ons vwoll to a
drilling unit of approximately 160 aores with suitable proe
visions for any related matters inoluding spsoial approval
of unorthodox well locatlone where nsaossary,

BY MR, WILLIS LEA, Attorney for Southarn Union Produstion Comnany.

If the Commiasion please, for the Petitioner we have Villis Lea of Iallas
and Manuel Sanchesz of Santa Fe,

This i8 a petition of the Southern Union Productlion Company for an order
of the Comminsion to fix a spacing program in Kutz Canon and Fulcher Basin,
We have referred to thom as two fields and it may be two fields, however,
more recent drilling has developed the faot that the fields are contiguous,

I believe our ovidence will indicate, for practical purposes at least, the
tields are one, )

‘

V’L

%

%

i

4

1

i

e

i
(3

This problem of spacing has been handled rather satisfastorily heretofors
because of several well known fasts, During the war the P, A, W, had a
spacing program of 160 acres, and this Commission conformed to it, Prior to
that tiie sotivity in the area did not gesm to requirs any particular spacing,
Shortly aftsr the var the 160 aore rule of this Commission applicable to that
srea was rescinded, with the result that the genoral spacing rule whiech I
belisve i8 40 aocraes, with wells to be drilled 330 feet from lease houndary lines,
has prevailed, This is an egconomic problem, Us all know in a givon resorvoir
there is only so much gas and only so much can be commercially extracted, This
field is 20 years old, the first well was drilled in 1929; 1t has developed
sometimes gradually and sometimes rapidly, The facts the Southern Union Pro-
duoction Company has acoumulated over the years as one of the oldest operators
are available to us, The Company has made its own study of spacing and what
iz the proper spacing in that area, This 1a no oil area unless you want to
call the oil turned up in the so-called Farmington serien,

It may be one or wore of the wells might commercially produce oil from
the Farnington. In fact, I knov of no well that is producing o4l in this
immediate area, VWe have a gas problem, ‘e recently employed Mr, Earl
Nichols of Dallas to test our figures and reach his own conclusiona; for the
benefit of the Commission and others interested as to what is a proper spacing
unit for that field, His conslusions go not only to the area whiich a well
will drain, but alssc go to the queation of the economias of drilling on the
160 acres as opposed to some smaller spacing units, I don't think we have
4 pro-ration problem; it is not our view to do that, Ve have paculiarly a
spacing problem,The wells in that area that have bean drilled today haye bsen
connected with & pipe line, Th» gas comes %o Sants Fs and Albuquerque, If
"there are any exceptions I don't telieve I lmow oi thiem, and if there are
the wells must be recently completed and pipe line connection in the process
of being made, As we all lmovw, gas is maintained and necessarily so from
other aresas; some of it comes from Barker Dome, _

" W.N.M.C.F. MICROCRAPHICS - \



- (After bsing duly sworn Mr, Farl Nichols and Mr,
Van Thompson tostified as follova)

MR, LEA:
" Mr, Niohols, state your name for the resord,
M2, NiGHOLSt
zarl Nichols,
Q. You live in Dalles, Texas?
A. That 49 right,

Q. Vhat 18 your profession?
Ao Fatrolous mginegr.

Q. You are aotively engaged in that prbfoaeion at the present time?
That 4s right, sonsultant,

Q. For how long?
A. As conrultant or petroleum enginesr?

Q. Petroleum engineer?

‘A, Sinae the first of 1938 ~ about 10 yéara.
Q. Vhat has bssn the nature of your exper !ence since 19387

A, I spent about three years with Carter 011 Company in Oklahoma,
during that time they put mo through the training program -
gasoline plant work, research work im chemical laboratory, fisld
engineoring, office and inventory courses - a 1ittle bit of every-
thing, they-felt a Patroleun Engineer sliould hevs, After I left
Carter I worked for Phillips in their research department for a
short while; them with Care Laboratoriss, Inc,, in Pallaz, I
worked for them abyut 6% years as manager of the reservoir fluid

soalysis department,

Q. You have had exparience in the study of reaemir conditionn?
A. Primarily that has heen the biggest majority of my work,

Q. lnoluded the study of reserves and perosity?
A, That is right,

Q. What is your educational beckground?
A, I received wy degree from Texas Caristian Univsrsity, major in
physios and math, a small amunt of graduate work in physics from
the Washington University in St, louis, ‘

Q. EBave you bean employed by Southern Union Production Company to make a
study of rnhtia_tio- and conditions applieable to Kuts Canon-Fulcher Basin?

A, That is right,

Q. Isj this ths first time you have been employed bty Southern Umion Production
Company? ' . _, ’




A. That in right.

Q. Were tha Company’s data made availadls to you in so f‘m' ag they apply
to those flelda?

A, Yes, they gave ae all tholr data,

Q. Did you find those date o mplete or not for your purpose in making
the reaquired study?

A, Yoa,
Q. How many wellm losated in these arecas?
A, Approximately 77.
Q: Do you know when the first well was drillsd?
ks, I dontt haye that information,
MR, VAN THOMPS)N:
The firat well was completed in 1927 or 1928,
Q. V¥What would you say to have bsen the initial field preasure in that area?
MR, NICHOLS:
In the ordsr of 585 pounds, might be some variation one way or the other,
Q. 585 pounds Virgin Rock Pressure? |
A, Yes, sir,
Q. From your study of the present oonditlbns of that area what do you find
o be the arithmetical average of pressures prrsently prevailing in wells
conpleted in that area?

A. A lot of the work waa based upon the laat pressure survey of :
April 1947, The arithmetic averags pressurs at that time was 385 pounds,

Q. As opposed to 585 pounda originally?
A, That is right,

Q. Would you state whether or not the pressure is likely to have declined
under 385 pounds since the last test in April of 194771 f

i. I think it is reasonable to assume that it would have - yes,
Q. In oomection with these pressures, havs you prepared a chart showing
graphiocully the initial field pressure ‘ot approximately 585 pounds as compared
with the average prevailing preasures in this field by years and slso showing
the initinl well=head pressures of certain wells more recently completed in
that area?

A, I have,
Q. Is this the study you refer to? (Presented charts)

Q. Will you please state what that means for the benefit of the record?

-




A, Thia particular compilation of data 1s divided into two areas,
Xutz Canon and Fulcher Basin, In tho Kuts Canon fleld the averige
arithnetic proasure in the wells produsing at any given time hae

boen ylottod versus the time in years, that is the lowaer broken line
nsar the middle or hottom of the page, The upper dotted line is a
flat line showing approximately the initial pressure of the fleld,
Betweon there Lwo lines some of the wells have been drilled later 3n
the 11fe of tho fleld, 8one of them have becn Idrilled during the

lret yeayr, and the presaurs in those vells is uspotted in the propex
position, The pressure on those wvellas does not lie nesr the 585 pound
hut botwaen the 585 pound iine and tho average field preseure, A 1linco
has baen drawn through these naw vells representing an average of their
pressures,

Q. le it apm‘oxl@tely one=half way batween?

A, Yes, HNot any individual well, hut groups of wells by everaga,
and 1%t 1%9s approxinately ono~half way between, There is a definite
indication that {n those arsaa whers these wells nave been drilled
thers had heen preasurs decline from ths initial prassure, indloating
youn had pressure reduction cut there previous to those wells having
bsen drilled, The same would apply to Fulcher Basin,

Q.. What is the conslusicu or conclusions to be drawn from this typs of
study?

A, You have undoubtedly had, if the initial field preassurs over
the area is 585 pounds, and if you have drilled in adjacent areas
sinoe that time it is protty conolusive you have had pressure
desline in those areas, If you had pressure decline you have had
reasoval of gas out of there,

Q. What does 1t mean with respact to the quantity of gas ultimately to be
racovered from one of the wells more reasntly drilled?

A, The quantity of gas existing in a given it of he reservoir
is proportional to pressure existing on that gas, Whatever your
‘prassure might be the quantity of gas you will rscover is propore
tionate to the prassure of the gas existing, You would expest less
gas from these wells drillsd in lower pressure areas,

Q. If you drill 3 well with irnitiasl rock prassure of 400 pounds you eould
compute the quantity of gna which might be ultimately recovered from that
well as oppeosed to the gquantity expected to be recovered from a well hawving
approximetely the 585 pound virgin field pressure?

‘Q You could,

Q. In any event, to the sxtent that your initial rock pressurs in any well
i» belov the iritial field pressure of 585 pounds, the quantity of gas 1o be
raecoversd is reduced?

A, That is right,

Q. Would it be a fali question to ask you if you could anproxinate by a
fraction of the total reserves recoverable from a given spaoing unit that
will not bs recovered because of ‘the lower preasure from the recently
drilled wells?

4, Ir the average pressure is 3‘85' pounds and tae initial 585 pounds you
would have a ratio of 400 to 600 pounds absolute, o.nd would have approxin-td.y
1/3 of your gas having alroady been produood. i

o
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Qs That 46 1/3 of the gas that originally underlay a drilling unit that
has buon taken out by drilling not on that unit but on adjaocent uvnits?

A, That 1s vight,

Qe Have you propared, Mr, Nichols, what I will refer to as presasure contour
m;xlp showing in goneral toerms at least, the preovalling well-hsad prersures in
this 12147

A. That is right,

Qe If the Commission ploase, may woe have idontified as Petitionerts Exhibite
1 and 2 the schadules ooncerning which Mr, Nichols has juat testified to?

COMMISSIONFR MILFS
Tou nmay,
Q¢ Vo will offer them in evidence at a later tinme,

Moy wo have similarly idontified as Petitionoerts Exhibit Ho, 3 the map I
will refer %o as a pressure contour map, duted January 7, 19487

COMMISSTON'R MILES:

You may,

Q, Mr, Hichols, I hand you this mep ldentified as Petitloiier'a Exhibit No,
3, and aks you to explain the method of its preparation and give the eonciusicns
to be drawn from it,

A, On this particular map, I took the pressures existing in April
of 1947 and spotted them in their proper gaographiscal loocation,
gsdjacent to the well locatlon, Then drawing lines of equal pres
surea in their proper place bstwesn these pressure points, we get
vhat we call a pressure contour map showing the overall pressure
pioture of tho area, The outer line is tho 575 pound contour,

These are in 25 pound intervals so the innermost contour is the

375 pound gontour, The frmermost further down on the map 1 ihe

350 pound contour, There are two "sinks®, and {t is rathar apparent

1 el 4 Al 'y P N P L L TS P Al Ak
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intervening area having remained undrilled for sometime, It 1s normal
you would expect in the older areaus to have larger pressure declines,
You will notice also in the new intervening area betwsen the two
sinks, That sink is quite likely due to the influense of production
from the two older aréas, Another sink is forming in the upper
northwest areaj that is due to the total withdrawals from that area
being proportionately large <dus to the small well specing umits,

Q. Is it not a fact that the area on the northwast is a newer developed avea?
A, 1 belisve that is right,
Q. Do you have the dates om whish those wells were drilled?

A, Yes, sir, Waggoner #1, June 1946. Waggonar #2, September 1947,
Copp #1 September 1946, Gopp 3, Oetober 191.7. Wyper #2 Jaruary 1947

‘Qe A1l fairly recent drilling?
A, That is right,

Q. What can you say with respeet to the pressure in that sres surrounding
those wells?

UNMCF MTICROCDADOTAC:




A, You hava prassuros oxisting all the way fron 475 pounds to 500
pouade, whioch 18 100 nounds or so lower than tha initial fleld
pressure, It looka like the pressure declino there is rather rapid
in that partioular area,

Q. Aro those wells more or lass densely spaced than the wells further to
the south?

A, 1 think by obsorvation they are more closely apaced,

Q. Any comparison botween the pressure deslines in these more densely
spaced wells in comparison with the wells to the south which appear to be
drillad on the 160 =ore unit?

MR, THOMP3ON:

That last racord de 1n April 1947, and the majority of them have
completed sinse that time,

MR, RICHOLS:

Your question could be tled back to withdrawals in any area
regardloas of the wells, Your total withdrawals on an area
baois wuld give you an indiecation,

Q. Referving to this well in the extrcme southeast portion of the field, the
Peasel #1, what 1a its or!ginal rock prassura?

A, 56% pounds, S8ome 20 pounds lower than the initlal of the fleld,
Q. Is it vory olose to any other well drilled in the arsa?
A, Yo it len't, ‘ ‘

Q. In other words, the.Feasel well was drilled some distance from the other
wells and you found 4nitial pressurs within 20 pounds of the original virgin
reak pressure?

A, That 43 right,

Q. Will you compare thai 10 some Wells mors recontly drill-4?

A, The wells in the oenter sestion, drilled a yeur or so age, some of
the Mangua wells, had preassures in April existing botween the 425
pound and 450 pounds contour.

Q. Those wers imnitial pressures?

A. Thosa wera pressures existing in April 1947,

‘The Mangum #1 was completed in February 1947, and the initial pressure
was /92 pounds, No, 2 was completed in June 19,7 at /54 pounds, No, 3
wvas oompleted in Juwly 1947 at 440 pounds,

Q. How do you agoount for the fact that those wells had lover initisl pree- 1
sure than the Feasel No, 1 we'™? |

A, The drainage from these two adjascent areas amingly had a great
effest on this pressure,

Q. That is because production from adjacent wells previoualy drilled had so
_ redused the pressure in that vioinity that in the main portion of tho field
you find lover initial pressures?

A Ak . o . B i E A L s &

A, That is right,
Q. Anyt.hing else in psrticuhr to be sald a ut tais map?

b




A, I don't bolieve so,
Q. Mr, Nichols, state whether or not the Company caused to be nade an
interference ‘evst at your suggestion on siy or seven wells drilled in
this area with a gpacing unit of 160 acres for each well?

A. They did,

Q. Will you stato in general torms how the interference test was conducted
and wvhat asaumptions were necesasnry and what was found as a rasult of the
interference test?

4, I Wlieve my lstter to Mr, Thompson dated February 5, 1948
will explain that,

(Lettor as follows)

"EARL A NICHOLS
Consulting Petroleun Englncer
2000 Kidwell Street

Dallas, Toxas

T3-4422
February 5, 1948

Mr, Van Thompson
Southern Union Gas Co,
Burt Building

Dallas, Texas

Dzar Mr, Thompson:

"% have recelved the charts giving the results of the recommended
fleld tests, These tests were performed on the Kutz Canyon -
Fulcher Basin FPisld in order to attempt to establish a positive,
mechanical anawer as to whother pressure interfersnce oxists aocross
160 acre tracts in th- _ove mentioned field, It was our belief
that should such prossure interference exist Detween welis now drilie
ed on approximately 160 acre spacing, one sould accordingly feel that
drainage across 160 aocrea tracts exiated,

nSeven wells whoae approximate spaocing sre 160 acres per well were
chosen, They were the SUP Valker #1, SUP Walker #2, SUP Me Grath
#1, SUP Mo Grath #2, SUP MoGrath #3, SUP Kattler #1, and the

SUP Hudson #2 wells, These wells vere shut in at noon January

9, 1948 and remained shut in until 8:30 AM, January 12, 1948, At
this time all of the wells except the Walker # 1 were put on pro-
duction againet a line pressure of 261 to 270 P,8,I, ga., At 9100
AM, on January 13th, the surrounding wells were taken off of the
line and blown to the air, the Valker #1 still remaining shut in,
A reoording pressure chart on the well head of the Valker # 1 well
during this test reveals the attached tabulated and graphical re-

sults,

It is to be noticed that due to the normal aycle of atnospheric
temperaturs change during a 24 hhur period, the temperature effect
on the recording instrument showa s distinctive 24 hour oycle change
on the recorded pressures, To help oclarify this effect, the pres-
sures vers plotted versus time of day and this graph is inoluded,
It will be noticed that, irregardlsss of these temperature effeats,

. the overall curve of pressures for the second day lie considerably
above the curve of the pressures for the first day of the shut in
psriod, .This is explained, of course, as leing the normal build

- up of pressure dus to thouoll teing shut. in, Likeviss, thecurvea

 of pressure for the 3rd and ith days lie respectively higher each
day, shoving this same build up, The surrounding wells were put on
productioa on the morning of the jth day, but their effect on Wal-

er # 1 is not significantly felt until the 5th day, It will be

-7.
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noticed that the curve of pressures for tha 5th day falls bnack be-
low thone of the 4th day, vory definitely indioating pressure ine
torforence had reached the Walker # 1 from the outlying wells,

#In ordor to try to evaluate the magnitude of this pressure drop,
an arithneiio average of the prespurss the last 21 hours of the
teats glve a value of 401, 8 P.8,1I, gauge, An arithmetic averige
of tho prassurss during the same hours of the preceding dsy gave
403,6 P.8,I, gauge, This 18 a 1,8 pound drop, This may not neenm “
1ike n large drop, but after consideraing all of the reszervoir fac-
tors involved, this {s felt to bLe ss large a prossuve drop as one
might expact,

fIv 16 my Teciing that those tasts have sousluslvely shovn pross

sure intorference botween welle now drilled on & 160 acre pattsera,
It 43 further 1y feoling that since rressure draw down can he ox-
perienced botwesn such walls, dralnage of reservoir matorial across
160 nore tracts exists under sush conditions,

ey T

"If there are any points diuoussed on vhich you would like further
aomment, please contact mae,

Vory truly yours,

oy A b Lk

/8/ Earl A, Richols
Earl A, Nicshols

EAN/1y"

. s o

The Chart accompanying Mr, Nichols' letter was marked for identification
as Petitioner?a Exhibit lll..

MR, LEAs

Lets try to 41}dent1ry vhere these wells are located,
MR. THOMPSON1
Seotions 2 and 3, Township 293 Sestion 34, Township 30, cach in
Rangs 12 W,

Q. Identify for us on this map the test well - Walker No, 1; outlining
the spacing unit of Walker #1,

A, NE// Seotion 3, 29 N, 12 W,

Q. Will you identify for ua the surrounding units on vhich the otber six
welle are loocated?

A, Valker #2, MoGrath #3, MoGrath #1, Ksttler #1, Hudson #2,
Southern Union Produetion MoGrath #2,

Q. Your test well is located right in the middle of thess other units?
A. 'n;n.t. is right,

Q. Your pressures wers taken on ‘the Walker No, 1 Well?
"~ Ae "MR, NICHOLS:

Yes, sir, thoss adjacent wells ho.d been shut 1n. The pressures
tlu‘ouchout that whole period of t.iu vere messured or the Walker Well.

W.N.M.C.F. MICROGRAPHT(<




Q. That is, I bellave, without exception 160 aore spacing units with the well
1ooat,ed“in approximate senter of the npacing unit? The fourth day is the red line?

A, That 18 right, The fifth day fell below the fourth 4day and
in certain peitods helow the third day, The pressure during the
last hour was bslow the third and fourth day pressures,

Q. Yet during this entire time the Valker No. 1 waa shut in, the outlying wells
were balng produced during the last how many hours of the teat?

A, Approximately 25 hours of the test,

Q. From the time the outlying wells were open to the alr, how long did it take
the pressure decline to be noted in the centrally looated tost well?

A, The remaining wells were vut on the line at 8130 a,m., January
12th at 9100 o'clock a.m,, Janusry 13th twenty five hours later,

they vere taken cff and put on the air, and thers vas approximately
24 hours remaining in this test,

Q. You regard the result of this interference test as being signifioant?
| A, I do,
Q. Doss it not irdicate that not-only did the outlying wells pull down their own
progsures on 160 sore uaits - but that the outlying production also pulled down
{ha pressure on the genirally located test well?

A, That is right, |
Q. Is not each of those wells located on a regular 160 acre traat?

A, That 1s right,

" Q, It e not noteworthy that indtead of continuing %0 build up the t.oat well
presluro not only ceased to build up but in fact deolined?

A That s v-igm. I think 1t might be expsoted that the vell

PSS os Vo

- would nave gontinusd W bulld up IoF some iue longer, how iAohg

I don't wvant to say, Might be a day or a week,
MNR. SPURRIER:
How much did i% drop back?
A, About 2 pounds, That is the arithmetical average in the last 21 hours,
MR, LEAs

Locking st this chart I find at the baginning of the firat day a pressurs of
approximately 381 pounds on Walker #1,

A, It varies by the hour, it started at 381 pounds,
Q. At the same hour of the second day the well had built up to 398 pounds,
A, That is rigat. |
Q. Aprroximately 17 pounds build up.,
That is right. .
Q. The same howr the next day it had built up %o approxizately 403 pounds,
A. Right, |
Q. At the same hour tho fourth day the build up was approximately 407 pounds,

-
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Q. At ths pame hour tha fifth Asy T find a very notlaeable pressure inter-
farenas had hagn cormenced,

A. That 1s right, It was at that hour of the fifth day that the
interferonce began to szhow up, Tihere was undoubtedly some erffeat
after tha fifth day,

0. From the data available, has 1{ been poasible for you to comput. the total
gross number of cublc fest of gaa whiaoh should be expeated to be in the reser
voilr under 169 acrea of land?

A, Yea, 1t has been, Thore are certain assumptions one frequenily
has to usa, An attempt was made to caloulate the aotual reserwoir
gas in plage from the available reservoir data,

We had one set of ocore analysis data on the Cozzens #2 wall; This
is sertainly a minimum amount of sore snalysis,
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8ample Permeability Porosity
Numbeyr Millidaroys Per Cent
1 98 18.3
2 9?2 16.7
3 74 2303 ;
4 90 18,6
102 3
2 10 13;3 3 be 208, Tha connate
9 51 12,3 ‘1§y of reservoira you huve
8 83 9,6 iyou have s film of water
9 59 17,5 ;tone you hive some
10 5.5 8,1 }gually referred to as
11 18 20,6 X Yo raservolvry the
12 16 19.3 Mgure . Scume reser-
13 8.6 19,5 }the vater, An
1 10 18.3 feet used. Itnvarieu
15 18 17,7 Tb;“fg“;:;“"’ﬁ”s 1
1% n 26.3 abou wells) gives
17 18 19.1
18 - 15 10.3
19 44 15,5
20 17 18,5  art of the gross sand
2). 50 19.2 .4, The deviation
22 95 12,3 grying some of the
23 118 13.1 {48 nothing more than
24 340 11,1 leal gas lawe, 4All
25 423 19.5 i
26 160 16,2
27 6.5 6.1 ual gas in place
28 15 18,5 s, initially, on

e ft. Of gas at
standard conditions existed in 160 aores of the reservoir initially,

That is the total gas in plage, Below a ocertain pressure this field
cannot be operated economically, We set it at 150 pounds, The nuet
gas that can be taken from the reservoir btetweer 585 pounds and 150
pounds is 1,361,000,000, or about 728 of tis initial gas in place,

%R, CASWFLL SILV)’-R ~ Florense Company:

Would you consider all of thoss permeabilities an being uithin the effective pay?
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ble pressure intere

;h day that the
11y some effect

su to compute the total
ted to bs in the resar~

. . me one frequently
e : sotual reservolr

ag A2 well, This

From the data to the average porosity is found to be 208, The connate
wvater 18 estimated to be 20%, In the grest majority of reservoirs you have
water existing in the reservolr itself - ih sand you have a film of water
existing ir and around the sand grasins, In limestone you have some
water existing around the lime itself, This is usually referred to as
connate water ~ that value can vary from reservoir to reservoir; the
valus of 20% here used is a rather conservative figure . Some reser-
voirs have less and some have considerably more connate water, An
average «ffactive thickness of pay ssstion of 40 feet used, It varies
from well to well — gome mors than 100 fast to some thay have 10, 12

and 13 fect; an averago of the majority of wells (aboui 50 wellss gives
a figure of 4O fest effective pay, Ce

Qb.' You refar to the eoffective thislmess,

A, That is right, Effective thiokness is that part of the gross sand
whioh has porosity, permeability and gas saturated, The deviation
factor has been sst at 9/10 as a matter of simplifying some of ths
caleulations - to explain a little further, that is nothing more than
the amount this partioular gas varies from the ideel gas laws, All
natural gases deviate some from the ideal laws, '

From these data a ocaloulation waa made of the astual gas in place
under the initial pressure conditions of 585 pounds, initially, on
a 160 acre block, Approximately 1,878,000,000 ocu,ft, of gas at
standard eonditions existed in 160 acres of the reservoir initially,

That is the total gas in place, Below a certain pressirs this field
cannot be operated economically, Ve set it at 150 pounds, The net N
gas that can bs taken from the reservoir btetween 585 pounds and 150
pounds is 1,361,000,000, or about 72% of the initial gas in place,

MR, CASWFLL SILVIR - Florence Company: |
Vould you sonsider all of those permeabilities as being within the effective pay?
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MR, KICHOLIy

There was no oconsideration made as to the permeablility in determining
the effactive pay, I preaume you are referring to the thickneus data,

It was taken from the various drilling logs available and one or two
eleatric logs wvers taken into consideration,

The avount of gas - net gas you might expact to recover betwsaen 585
pounds and 150 pounds, multiplied by 54 per thousand ou,ft, and
allowing for State taxes, royalty and production tax btrinds the net
down to about B4i% which would give gross incom~ irregardless of tine
of about ¥56,000 per 160 aore Wock, That does not give any consider-
ation to operating exvensc or the presmmt worth of a dellar, A lot
of these dollars are going to be obtained & number of years hence,
This 19 simply the gross income minus royalty and tax, The oost of
drilling wells would bs roughly 316,000 per well varying from person
to person, That would allow a ratio of dollars roturned on your
investment of about 3% to 1,

If you will take 180 aores at the present prespure avarsge of the
field of 385 pounds, The ultimate totel incoms to be recovared

over the ygsrs would be $30,000 sfter dedusting royalty and taxes,
but without giving any effect to operating expenses or othor factora,

MR, SILVFR:

That is assuning initial well-hsad pressure of 385 pounde would give you
a ratio of about 1,9%

A, Yes = 1t would give you a ratio of about 1,9 to 1, If we 1look
at it as a 40 aore drilling unit and caloulate tho ultimate returns
you might expest in ths order of $14,000 with the initial prusaurs
of 585 pounds, If the well sost you $16,000 you woruld be in the

red to begin with, If your well was drilled in an area with 385
pound pressure your total revemus would be in tho order of $7,500 and
your well would still cost 316,000,

HR. LEA:

Mr, Nichols, would you oare to express an opinion from the stuiies made and
data reviewed « whether or not one well drilled on 160 acres at approximately

the canter could be. reasonabley expected to drain in this fleld more or less
than 160 aores or exactly 160 acores,

A, I feol the material we ht;vo looked at here has shown that the
drainage from one well is adequate for a 160 aore dblock, You will
be able to drain a 160 acre blesk with one well,

Q. Are there any instances where the gus produced from one of the older wells

in the field exceeds.ths .Lleld -ewseeds the oaloulated quantity of gas initially
in place under 160 gores,

A. There are saveral wells whems total produstion to date has already
either exceeded or been very close to the 1,878,000,000 ou, ft, of
gas in 160 acres, The Brovning and Stewart lo. 1. vcll has produced
over 2 billion cubic fest; that well still has 30% pounds of pressurs
and will undaubtodl.y produce etill more e,

MR, EXNGLISd:
'Vho owns that well?
‘MR, THONPSOM:

Ve do novw ~ Southm Inlon recently bought it tro- mm und
Stevart.

[T
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MR. NICHOLS¢

Angils Peak, the 9-B and 10-8 « between the two of them there has
baen 2,600, OOQ 000 cublo feet of- gas in 160 acres, and one-hulf of
this 18 1, 300 000 ,C00 each, vwhich ie approaching the 1,878,000,000,
Swmnit m. has produced 1} bi1ldon and the Sumnit # has produood
1-1/10 billion, The Cornell wells 3 and 4 have togethsr produced

 nearly 1 billion, one half of which for each well 1s 7/10 billion
with 373 pounds pressure roemaining.

MR, ENGLISH:

Where you ara draving more gam oii one weil, would tang maks a difference
In your pressure? Your praessure would be lowsr than wvhere you did not
have to draw aa much gaa?

Ao Yas, espeolally if you did not have any ges from Other areas to
help re<build your pressurse, Thoae pressure sinks had bean influenced
from sone adjacent areas, This 18 indloated by the pressure tutld-up,
Thare have bsen times when gome areas have been shut 4n and have had a
considerable build up, indisating you have had pressure build-up from
theas outlying areas.

MR, LEA3

In making assumptions necessary t¢ compute the total resarves of gas under
the 160 aore trast you have taken such date as vas available?

A. That s right,

Q. VWhera assumptions had to be made wera you on the long side or on the low
side in making your estimate,

4, I feol in all these estinates we have been opt.iriatio in making
tne necegsary assunptions for computing reaerves,:

A I T B oy S S R

[RLAMTMATION OF MR, VAN THOMPSON)

MR, LEAs.

Wtﬁm ke PTG

Your name 1s Van Thompson and you 1live in Dallast
MR, THOMPSON:
Yes, sir,

FRIOLR

Q. You are employed by the Southern Union Gas Company snd the Southern Union
Produstion Company?

A, That is right,

Q. How long have you worked for Southern Union?
A. Sinse 1930,

Q. What is your po;mt capacity?

A, I am Chief Fugineer of the compuny in charge of producstion for
all properties,

Q. Are you familiar with uu gas situation in Knts Canon and _!‘ulehu' Basin?
A. I have beem personslly familiar with it since 1932,
Q. I- it, at tho present time, under your persomal supervision?

]2
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A, Yes, sir,

Qs Are you familiar with tho statistics and data in tho way of gae produotion,
open flow eapacity, wressures, ote,?

A, fhat ig right < our Company has acocumulated thia {nformation
by years sinae tho heginning . Ve had a practlce instituted of

shutting all wellas in for g waek and took pressures during that
tize every ysar,

4, VWns that the data made available to Mr, Nichols in the course of his study?
A, Yeas, siv,

Q, You haye heard Mr, Nichols tastify, are his findinge made in connasotion
© with the study of this field - have they confirmed or altered your own
conoluzions?

A, Yes, 1t hss convinced we that on a lot of the wells we have
drilled in the middle of the f4eld on cloaer spacings wa will
naver get nuy monsy bsok out of them - 4t ian't economieal,

Q. Did your figures on the total reserves of gss on 160 acres
oorrespond with the figures Mr, Hiochols haa glyon ua?

A. X wuld say; if anylhing, they would pwobably be a little leas,
Q. !’our figures would be less than hia?
A, Yos, sir,

Q. What expsrience have you had in sonnsotion with unitization or more
ainple form of asommutization of separately owned iructs?

A. Well, during the 1ast 1} years we have unitised abou* seven
difrormt traots into 160 aore drilling units, These have:included

’4‘ 1-uﬂ ‘uA Palonal Ynn‘ ' e r-n ‘h.- h.-;-m -u\‘ lan‘nr‘aﬂ qui;a nt:_‘-‘

'Land. Ledaral a, ey have not lnclude

Q. Have you used the smo-salled short form of commutiszation agreenent in these?
A, !..‘. sir,

Q. Has yourkoqurionca been satisfactory or unsatisfactory?

A. 80 far it has worked very well, it hasn't taken long to get
them approved,

Q. Have you commutized federal land with fee land?
Ao Yes, sir, ‘
Q. How about commutized with federal and federal?

A, T think we are working on one at tho prosent time but it imn't
ocomploted,

Q. In gemeral, ypm? sxpsrisnce has been good and delay has not b«n too bad?
_As Right,
MR, LEA;

If the Commission plm ve vould l.tko mow to offer in evidence Exhibits vhich
have been identified as Potitioau-'n exhibits 1 %o 4 rupocttvtly

RERS
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COMMISSIGNIR MILYSt
¥xhibits recolived,

MR, LEAs

Mr, Poater Morrell wrote a letter regarding this procecding in his letter
suggestoad he would have no objection to the use of it in this proceeding.
It may b8 well known that Mr, Norrell, ani I vrasume his predecessors,
have rartioipatel t60 some oxtent in tho 160 nore spacing condition which
generally prevails at the proasent tiae,

He writes under date of Fobruary 10, 1948 «~ =

NUNITED STATES
DEPARTMUNT OF THE THITRIOR
GEOLOGYCGAL BURVEY

r, 0, Box 997
Roawell, New Mexico
Fabruary 10, 1948

Mr, Wllia L, Lsa, Jr.. -
Southsra Union Predustion Company
Bupt Bullding ‘
Dallas, Taxas

Dear Mr, Leat

"Reforance is made to your letter of January 26, enclosing for
ow information a copy of Southern Union Production Company's petition
foruarded to the New Maxico 01l Conservation Commiasion requesting an
order, after notice and hearing fixing speoing requiremonts for wells
hareafter drilled in the Kutz Canyon-Fulcher Basin gas flelds, San Juan
County, New Mexlco, You requested cur opinion conserning the proper
spacing of wells in these fields,

#Tha assentisl facts presented in your petition are substantiated
by the records of this off'lce, and, accordingly, this office conoure in
your request for the establishment of a well spacing plan with a minimm
of one well to 160 acres to promote orderly development without waste in
the Kutz Canyon and Fulcher Basin gas fields,

"is most of the lands in these fields are public lands of the
United States, it is the desire of this office to encourage wnifornm and
economio development and greateat ultimate recaovery of gas from these
fields, This can be accomplished only so long as areasonable profit
can be secured from eapital invested, Federal leases have been developed
generally on a well spacing pattern of one well to 160 aores, except where
necessary to proteot properties from oloser spasing by offaet operators,

"Only vhere the market demand aud marketing facilities are unlimited
for continued expansion with the completion of additional cutlets or pro=
dusing gas wells can necessary profit be obtained to continue development.

' These eonditions are not present in the fields under consideration, Hence
tho drilling of unnocessary woils does not propertionately incresse the
ultimate volume of gas available for msale but instesd tends to reduce the

margin of profit of all wells in the fields and to discourage proper
development of the flelds,

 MPuture development at a well ~‘d¢na1ty consistent with the

mjority of past development is essential o prevent {njury to
neighboring leases or properties and to protect equities involved,.

-u-
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TThere ie no objection to your use of this letter in conneg=
tion with your petitlon to the Houw Mexico 01l Conservation Commission,
An this office {s vary intorsstei in the subject, X oxp@ot t.o ba m'asenb
at the hesaring in Santa Fu¢ on February 17,

Very truly yours,
/8/  Fostor Morrell

[ FOBTFR MORRYLL
L . Supervisor. 011 and Gas Operations”

MR, LEA:

T would 1ike to hoye this in evidense as Petttioner'a Bxhibit No. S
1 baliaeve that 1g all wve havo at the present time.

(Xxhibit No, 5 adwitted),

DUDLEY CGORNELLs

X would.like to aask Mr, -Nishols 1is it a faoct that the conelusions vhieh you
havs drawn from your work here would supnort an application fox pro-ration
of ga® in this fleld on a 160 acre basis just as fully as it does on 160
aore spaoing?

Ae My conelusion is that there is adequate drainage by one wall en a
160 aere blook,

Q. The petition here would really prevent the wells teing drilled on 4O
agres -~ have you given any thought to the vells on 40 aore spacing? -

A. My purpose was to determine 11’ adequate drainage can be obtained
by one well, on a 160 acre block

Q. If 1.60 aore spacing in this Cleld is used, do you have any suggoations
in handling the present wells on A0 aore spaolng?

A. I haye not given the problem any consideration, I think you
will find soms presedent. set up, howsver,

MR, LFAs

‘wa have always visualized this matter ss a spacing matter, For that reason
I am sure Mr, Nichols has not approached it on pro-ration,

MR, CORNELLjy .

1 oannot sse how the twp problems oan be separated, I was vondering 1f you
would ignoro the situation,

MR, LEM

I would meke a statement - Here is the way we see it, this field is 20 years
old or more, It has been growing and developing by fits and starts ever aince,
but it 1s an cld field with a rather loose spacing regulation which has pre-
vailed durihg most of the time, It is only netural there have grown up
soveral inequitiss where the spucing of unite i3 too close to larger adjoining
units, I have your situation in mind among others, Pro-ration may have to
come to the Kuts Canon-Fulcher Basin fisld on a proper pro-ration proposal, I
oan say now wy Company will have no cbjection to pro-ration hut we will de very
much interested because of the sdditiomal burden cast upon us by pro-ration, and
I think the Commission will be very much intu-ut.od because of the nddiuoul

: hurdcn of uhinistu'ing pro-ration, -

15w

W.N.M.C.F. MICROGRAPHICS




MR, CORNFELLs

You have referred to my own situation, makes it perscnal « I would like to ask
Mr, Thompson one or two quostions,

You hsve an 20 gora loass on which you havs two wells known as the CornellSUG
3 «nd 47

- s DA 8 VT

i, RUHISGHS
That fa right, yeas, sir,
MR, CORNFLL3
' And that 80 1ie entirely surrounded by acreage I am interested in,
MR, THOMPSOH:
I am not sure it is surrounded on the south,

MR, CORNYLLs

e A 4t A

Tes, sir, How far do ypu think tiose two wells are draining?

MR. THOMPSON:
They are draiaing considerably more than 80 sores.

PO
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we D s stady you by hb o As dradndin, atross woer D30 derssg would you
say thils dralndag wonld go § wile fron Do wedl.

he Moy L wouldntt say 1v As dealnily; vt Care That woudd o s half
saction in cach diveotdone

Ge dregupponing 180 sero spacing, the dradnnge aodid Lo seross fue next 40

HQrHYY

hoe fuBy 8ile

o A s3ll loosted gueh as Lhal would at leash drain L 40 seron adjoiuing 1e¥

fe  Fimh L9 oriects.
ve uwlth ait 20 acre lesus «» 2 = 40 acros on cest, west, sorth and soutlhy,
6« 4018 plug the 80 you hevae, your two wulls would be offcctive drainiag &40
neras?

Le dn the pestition we are ssiklang Lox 140 sercs minbum spaclng and the
purposs g o prevent what is happanlng rignd thoeree

Go 1 am simply meking a 1itile ampument fur tlls prosvationy wouldnid it
ba true thosae 4w wells would be draining effective 840 acves?

As  Fo38ibly 80, ue ara conteniiag one well would drain 140.

Qe If your gpacing rule is put into sifect without prosration thoge vwo
wells will continus 10 droin 640 sares.

M. L¥As

I doni't wliieve the witness 1s in agrosment with you that the two wells were
draining 840 acress It is conooded that omw well will drain 160 acras.

BB, S51LVERs

You 1muke 4 presuwption thet Ere [owls heg poved that. I don't telieve
the Comaisaion has yet admitted thet. o ,

Mide LiLAS

¥y atetement was I did not think the evidence submithed weuld substantlate
the idea, or timt the wilness syreed, that the two wells would drain the
540 avrevs ‘

M. SILVIRs

Ho one has adiitied that g wolld would drain the 100

HR. LAz

Hg ure willing to grant to Hi, Cormell tho wo wells referped to do drain
wore than the 60 acres on which they are locateds

HRe SILVIER:
You are willing ‘o admit thst the Co;@asiou hag not agreed?
MR, L¥As -

Hr, Silver, I can't nake any statesent binding on this Comnissions
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iRo CORNELLs

I agree with the witnesses from the stundpoint of the economics of drilling
tiwae wells on the 40 aores, bub ths spacing rule without & follow-up with
a pro-ration order, I think is just doing one-holf the job, and creates
additional Anequalitics, 1 whwuld like to suggest what we nesd for thie
field 4s & prao-ration owder, ratavle taking and common purshaser act. I
would 1ike to suggest to thla Comdesion that somg leuder appoint & coumitiee
to present such legislation for the next legislature, that it be carafully
prepsrad and operators have a chanse to volce thelr suggostions and at this
noxt legialature all the oparators combined with their influensce, to ihe end
we do obtain a common purchager gnd ratable taking law Jor gas, 1 think iners
has been chengeon some operators in this subject. I think it $ies into this
application hera,
I would 1ike to ask ancther question - Mr. Niohwils, with reference to your
intexference test of the seven wells, isn't it a fact that the original
gra;sums on those wells differ and that thelr open flow potentials are
ifferant,

HRs NICHOLSS

That is right, I am sure it is,
Qe Very cunsiderable difference isn'ty thera?
A. I can check them and sse,

;o Qs I would like to develop more fully in the sconomics in those wells, the
i : amount of gas withdrawn and their open flow potentials.

3 Ae In the interference test all the measurementis were made on one well,
: the Walker Ro. 1. Irregardloss of the open flow potentials and the
presaures on the surrounding welle the pressuree on this well built up to
the fifth day and then dropped back. 7The only difference which the open
flow potentidls of the surrounding wells might make would be in ths quan-
tity of gas produced from them during the tast, which in turn might in-
fluence only tite magnitude of thepressure drop during that time,.

MR, THOMPSONs

3 Widann #2 wall had an open {lew in January 1948 of 580 MOF. MoGrath #1 of 416
: MCF, Hoﬁ:'ath A2 140 mF, KoGrath #5, 396 ICF - Walker Ho, 1 584 MCF

Q. I did not have in mind proving anything particularly, but thought that
information should be in the record,

HR. SILVERs
How are thsse wells gauged?

MR. NICHOLS:

The Walker No. 1 well had a recording instrument on the well head.
Qs What kind of recording instrument, dead weight?

MR, THOMPSON:

Bristol Spring Cauge - resording gauge.
Q. Mr. Nichols, you are familiar with sprihg gauges. To your knowladzo isn't
it true spring gauges have variation of five to 10 pouxds. In use of apring
guages they have to be tosttd against larger tested gauges?

A, Mtistminanytypoorgmgo.
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Qe In Haotions 11 and 14, township 29 X, ranga 10 W, wasn't there considersble
vuriation in rook pressure when the wells were brought in?

Ay I think thet is brought sut in the exhibil showlay initial field
prossures and prespures of wells drilled later in the 1ife of the fiald,

o Xan't 1t true that the preasure measursd on a well is in part functional
of the lenygth of time in which that well is sllowed to remain 1dley ‘

A.  Your build-up time eartninly affoonke ihe opssmws meazurininis,

Qo fon't 11 aluo true that the pormesvility changos snd that ths lower the
pormeability the longer the pressure uild-up required t reach stzbilieation?

A, T am not awave the poraeabllity changes in 8 glven field,

Qe I have the permeability ag glven me here. (GQuotdng cortsin figures noted Crom
svidence).

Ae The permaabilities you are reanding thexe are indivudual measuremunits

on individual feet ~ one sumple for each foots That is noruwel in eny kind
of reservoir, Pormeguility of a given faa% 18 constant and does not change
during life of the well, ‘

Qe Isn't 1t true the permeability in this well, which is tho only well in the
field that has core analysis, is not a good test of the psrmeability?

A« In what nanner?

B §. In that one woll, if the variation of perme:. Ity 1s oo great from foot
to foot vertiocally, {hen conceiveably the parm: " {4ty from foot to fool
hoxrizcentally 18 Just uas great, ,

A, QGetting back to your point, it is true that the swount of our core
enalysis data 31s on the low side, I pointed out early in my discussion
thbat we had in that instance a minimun of data, and that we had to moeume
oertain things - £or example the daviation facton..

Q. I have no objeotions to your deviation value.

A Along that sams line of thougnt we have a minimum of permeability data
but we used what ws had, xbich is the bert we can do,

Qe The point I was at.tanpting to bring out was the very sericus effedt
permsability would have on your concept of drainage across 160 acres - I wanted
to point the manner in which they affect that,

A, I think wo ocan approach it from this anglej ths permesbiliity is a
measure of the rate at whioh a well can producée, but not a measurs of the
total amount it will produce, Permeability times feet will be an indax
of the open flow, Potentials on every well in the field are nct exactly .
the sane, |

Qe That is exactly right,
MR, THOMPSONs
Would you mind stating what you think minimum spacing should be?
MR, SILVERs ' | | |
eld of we own considerable part or majority of
© acreage in the San Juan Basin that has almost exactly similar reservoir condi-
‘tions. Any decision the Commission might meke with respect to your field will
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Therefore, we are vitally interested in thils case., That will detormine what

the economic spacing is in our fileld, Thorefore, I want to bring out gome of the
insdequate data presented by Ur, Nichols, The faot that an additional test should
be made whioh may ald the Commission to detoimine the typa of drainsge on 160
aore spacing they would want, but by 160 acre spacing the data presented today,

I do not think is adequatn, By mecting with M, Nichols Y believe we covld find
onbe

M. HICHOLG s

BESR Vo almutl o ksl poliil I iede 6 rogiad Lo Wil pivdusbica Jevia
certain blooks ~ that 18 based on porosity. It does not tie beck into
permoabllity or productivity,

YR, BYLVERs
As I stated before, I thought you were over generous in the amount of gus in plsge.

Ae That fact tied with the actual production from some of those wells is
proetty hurd to ovorlook.

HR. SILVERS

let'a go into the probvlem of roservoir development - each well 18 & sink and

each field 1s in itself a larger sink within a known gas areas. I think there are
men in this audience who know there have been wells drilled outside this field
which bave encountersd gas and that gas has been non-commeroial. It 13 entirely
conceivable this is the only commercial gas production in the area. If you have
& sink hevrs what is the optimum number of wells draining this basin,.

A. That 1s sn eounomiv problom, I think the productivity of the wells is
related directly to purmesbility., I think tho faot that there has been
greater production from these welis on the 180 acre blook than the total
original gas in place proves very definitely drainage across those areas,

MR, SILVER:
I do not believe this whole heartedly myself, but as a point of rcaaonablo

doubt, Mr, Thompson, you have drilled many wells in the area, the United States
Goological Survey in its professional paper No. 134, by Mre J. B. Reeside, Jr.,

‘ Klﬂl the thiokniess oi ihe A'ZOTAII'O Uliif sand sone in this mone beiwsen 75 and

225 gross feet,

MR. THOMPSON3

The gross and effective thickness are two different things.
MR. SILVERs

Qe We have cored as mch as 25 loet of such sand and found the core bleeding
ges all the way,

MR, THOMPSON:

Trls appears in wells of that type as well as wells of thicknsases of 10
and 12 faet.

MR, SILVERs

Qe You get soms iuflux of dreinuge of gas upward tron the lower permsatility
sonea?

A, Is it in the lower part?
MR, SILVER:

" Qe Usually 1t1-1ntholonrparthxtyougot atnakaofmbrpmbmt:

with lower por-ubility.

" MR, CORMNELL:

Nr. Nichols, you stated in your opinion 725 of thogu uderlying 160 acres would
ve witixirewn under 180 pors spocing o how mchd_c‘you_think under 40 aors spacing?
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Mite HICHILS:

I u;g it was, if we want to assume the abundonaent pressure of 1604, 1t would
ba T8h. )

Q. H®hat would bo the recovery from 40 aore blook as com;:krod to 160 acres?
A You would have } as muoh gag.
Q¢ How mich gas 18 going to be misaed in the asnd «~ approximately 28% of the gas?

A, It would be tha same purcentsge 1f your preseure nus usGughv Lo the 2ame
pregsure regardless of siza of tha unit,

MR, SILVERs
You could witixiraw more gas on 40 acre spacing than 160 acres,

A, That is an economical problem, I don't know why you could,
Q. This 4sn't eoonomios, I am Jjuat helping M. Cornell gel his point.

A, You could take it to gbsolute gero pressure bt you would ba there
an awful long time,

MR. INGLISHs

Finishing the wells -~ the Plcture Cliff wells have all got sosl and water just
sbove ths pay zone. I wonder if 1t would mske any differencs in the finishing of
the woll - if it would make uny differerc® in your prassurss. Ve drilied & well
and got & more gus ~ we cemented off some of that guos, I wondered if that would
make any difference in your pressure?

A, If you cemented the casing above that water it would make some differ-
eNce. : : .

Q. Some of these wells you are getting your figures off of - 1f they are wells
of bad completion jobs and have come wgter in the well bors.

MR, THOMPSONH:

¥Ke have siphon lines in evei*y one, even then we get preavurs thad will bs
10 to 20 pounds low. '

MR, NICHOLS:

If your well bore goes into the main part of Ploture Cliff sand your build-
up on that well ias determined by the permeability - your pressure would be

sll right,
COMMISSIONER MILES:
One question was asked I did not get
the answer on -~ someone asied if 1t
would be more complets resovery of gas f
with & well on 40 acres than 180 &ores.
. 1
MR, NICHQLS: |

. If your pressure over the whole block, whether it he 40 or 160 acres, is
drewn dowm to 1504 your gas recovery gcmntmmldhothc SARI~T'OCOVEry
of gas from 3 40 acre block would be 3 of the gas recovered from a 160
acre bloak, : '

MR, LBA:

Let me got tils question olear - take a 40 acre unit as opposed to & 160 acre

unit., If during the commsroially productive life of this field you hed one well
00
e

on 160 acres as opposed to one on 40 scres, in the center of easch unit, and
drainage between the units, would you be abls to get from a 40 aare trast mo

than 28€ of what you would get out of a 160 acre trast - during the productive
life of the @atise field, PFor your ultimate productivity of gas during the
productive life of the ‘field would recovery be su : the
of four wells equally spaced on 160 acres than with one well in the center,
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is 1t just a question of time?
UR. NICHOLSa

If your prossure is stabilisud, 1f you draw dom that whole area to 1604

the sane in any geograpnical srea, if your completwe 40 aore blook L& drawn
dowmn to exaotly 160¥, you would gat 2 of what is recoverable on the 160)

acre block drawn down to exactly 160/, Those things are true becuuss equsl
vwithdrawais in & given unii will be ag your pressure is drown downg Just

tho sama in a large area as a smell. You will get ths gas out one way or the
other. It is this question of drainage from 160 acres bolng adequate and 1

believe it is,
MR. LiAt

Given a reasonable period of tims, which might b neasured by the economis 1ife
of the field, would your pressure equalisation of 100 acros with one well be
substantially all the way across that 160 acres?

A, If your permeability from one area to another is substantially the
sang, whether foot by foot does not matter ~ the permeability timas the
fent 1s-uniform geographieally, ths anower is yes,

MR, LbAs

Would you be able to states from the study of this fleld and from the date availe
able that tmere oxists, generally spealdng, that type of permeability - are you
satiafied there is drainage across 160 asre tracts by virtus of permeability of

the areas?

A. I beliove about the first thing we Sntroduced was that those wells
drilled later in the 1life of tha field had initial pressures considerably
lower than the field initiaml of 585§, Those were taken where they might
happen to hit and have indicated that gesnerslly speaking you have suffi-
clent permeability for drainage over large areas,

MR, ALBERT GRRERS:

In your first exhibit you have shown these wells ~ the new wells come in

with pressure between the old field pressure and the initial field press—

ure. In other words, you found a pressure differentisl which here approx~
_imates 100#. You made the atntement that ¢tha welis wonld nwabahly have +o he

sbardoned at 1504 preasaure which I aswume to be the seven day shut-in press-
ure you have recorded,

MR, NICHOLSs

I do not belisve I atated thet they had to be abandoned at 150#. This 1504
arbitrarily has been set as possible sbandonment pressure,

MR. GREER:

There would still be & pressure differential betwesan the old wells and new
wells,

MR, NICHOLS:

These wells vary from well to well, Even drilled at a given time there is
as mch as 704 difference from well to well, It would depend on where you

drilled your woll,
' MR, GRFER;

Too, 1sa't thn differential increasing as t.h- prum in ti» old tiold
deolines.’ ,

MR, NICHOISs

S

Magnitude, yes. It is not declining by percentajpes.
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UR. GRELR:

At 1504 for the fiold we rwy oxpeot a differential of 150 or R004.
M. THOMESON

X dontt think there will be any now wells at that point.,

MR, GRIER:

I was assuping there would be - doesn't that 2004 represent additional recov-
erable gas 4 {ho wells had beon drilled on oloser speoing?

HR, THOMPSON:

If you found a positian to drdll wheve that was true - but that would bve
ungcononloal, dontt you think?

MR, GRRER1

I think that ought to be decided by the Comnimsion. Approximately 8/4
of tha gas originally in the place would still be there,

MR, THOMCSONs

'I‘gé; woll ~ & thoorstical well ~ what is the aotual pressure -~ 150 plus
2 - Ak e

MR, ORKER:

Would there be a greater racovety of gas with densdy spacing - thers will
be more, Just how much you sre just about to figure out,

MR. HICHOLS:
If your pressure is 3654 and initdal 6004 you would have approximately
81% of your pressure remaining or aspproximately 1,100,000,000 ou. fi. of

ges. At 1504 we have a little over 500,000,000 remaining, whioh would
amount to a difference of 500 or 800 niluen that could be obtained be-

tween 365# and 1504,

MR, GREERs

Which represents a very large volume of gas when you consider a 1§rge field,
MR, NICHOLSs

On a 160 scre block at 5¢ a thousand, id would be sbout $50,000 derived,

MR. GREER$

he cost from 14 or 1§ thousand dollars to 10
a ratio of % to 1 and could do it economio~

MK, NICHOLS: .

If your drilling ooot could be reduced that gmt, those conditions would
hold true. ,

MR, OREERs
That ia one thing possibly an oporabor could do,
| MR, NIOEOLS:
It dosma't prove that closer opaoinas would mmr moTe gas
pressure reduction s such that you have equalisation of mom of 150#

mtbmﬁmmmwﬂlnemrtbmmn%of
undmitr.
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Hite GREFRY

The information you present here does not substantiote that fact, 7The
wells opeir with most Lottom hole pressure and the well you were testing had
a draw down, very emall draw down compsred to very many of the oil and gas
fields in tho state,

We have & yreat draw down but spacings are not ohanged. The opsrators
belisved thoy would recover more oll or gaa due %0 the fact that they get
groater production. Draw dowmn of approximately 4004 in sdjoining wells
that caused draw-down of 24 in the adjoining wolls was very small,

But is an indication of diflerentisl, |
1R, OREEAs J

You will have that anywhere in the Undted States. Tho question is one of-
how mich will 1t draw down and how muoh will 4t affect it,

MR, THOMP3ON3

I think these wells shuwn in the outlying area - show that,
| NR. ORRERs }
What percentage? |
MR, THOMPSON3

It is 1504 compaved with 6004, You are assuming pressure of soms theow
reticsl amount in the outlying area.

MR, GREERs - _

You do not have evidence to support that and we don't know 3% will do it,
MR, THOMPSONs |

You have got dreinage soross trare,

MR, QREERs

‘Drainage, but how mioh drainage and at the end of the time how much gas

i3 left in the reservoir that you could have produced? _
Spacing on 160 acres it would be adjoining wells on your spacings. We can
taks wells in most of the fields of New lexicce and West Texas and you will
find the same type of pressure interference botween wells on adjoining units.
That factor alone is not sufficient evfience, it is a minor important con~ -
sideration. The well spacing iteelf ~ it i3 going to result to tls unrecov~
ereble gas and cost of drilling the wells. There is & question it will be a
considerable amount of gas left,
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LR THOMPSDN

I dontt follow youse If you drilled a woll on 180 aoros « we are g,oiuﬁ to
absudon that partioular well at 150, you aould not possibly have 360) presswre
inoide “he wnlt,

e GREFR

“VWo oare not talking about now welle » Gwo or three 1llos 4n sone oases, in
et ongos they aro off to the agidos « the avoragoe

MRe THOMEZONS

In somw cagss thoy -“re 160 aoreg from the old wells.
WRe UREERS

tthen you have that you have no differential at alle
e THOHDPION:

All thooe wells hed not beon prodused at all whor this vmo teken. That was
& dead scobion, no production bLalng taleon out theve at all,

MRe GREERS
let's talo a oloso one ~ 4107, ¢that is a difforence of 80% on a 160 acre unit.

MRe THOMPSONS

This woll weasntt holng produoed at the times It had Just boen drilled. When
you ocmaod it with the pipe lpe 1t will immediately etart deolining. You
would have an ares of 1/4 or 1/2 nile -~ overywhere else whoro you had o woll
i ooymeoted with the pipeline it will be comlng down in pressure.

1R, CGRERR3
So would the woll drilled five niles ¢ » but how far would it deplete the

- D !.\-A. St omnin $ 9 “d;‘l mroradth i vmes -\uw.u& n.r‘-ensa#‘ m:_:dmk P-\’ a"l Hhn aenslVa

e wum ¥ TIWE W - PV wr e gy viw v on b

and the drillino of additioml nlla woul& t‘urthar decreaso the duko fpom

any individual wells It was his opinion 160 aore spsoing would texd to alleviate
that sltuatione It appears to me 160 acres would tend to aggreavate rather

than alleviate. There arc a grest many wellas now drilled that lie on the inaide
of any partiocular block but tho company drilled the well, which is greater

than 1320 feet from tho edge of the lease. This wwll thon does not foroe the
offaet on the adjoining losse. If the 160 asre spaocing is taken up a gread

many more offsevs will be forced and required than is now existing in the field
on 40 acre spacing rulinge If we take this information preasmted today as
oorreot, & man would have the right and privilege to gay to the land ommers -

I do not bellove 1 osn econcmioally drill this well on 40 acros - it is poselble
he ean unitise with someone or he would have a reasonable exouse for not drilling
& woll himself, 160 aores, he would not have ths exouse or reason for not drilling
the woll and you would have additiona) wells drilled mot foreed or required, I
thinke for the 180 aore spacing you reguire noms 30 or 40 offsets in the flold.

MR, LEAS

‘You sssume that if the requested order is cntered, any 160 aore unlt which abuts
& 160 aore unit you have got to have a well drilled on 1t? ,

MR, GR ERs

Ipnmthattobo 80, if the Commizsion passes this ruling. It is now a
40 aore ruling and I belisve it would be the same for 180,

MRe LEAS : -

\q. It’ you are predicting what the gonmnt is going to do that is one thing,
but Lf you are asserting the neoessity for sueh ol‘tmw.nc I wuld be lnclinod

25~
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to digagreo with you,

Ay The goverwaont thiuke this Ls the logloal thing to dos It will depmnd
on how your lengo ia written ups I bveliove they ure federal leassos An
the Xuts Canon ares « « =

YRe BAILISHD
The majority of thens
1. OREERS
7 bolieve this should bo taken into consldorations
Ve THOMESOM®

Niohols and I ohooked the amount of gas withdrawals from the two fiolds for
laat yoars The average take from tho whole field wos 175 of 4ts openu flow.

MRe ORUER®

You feel eny wolls dn thope fields would bo grantod an allowable to what it
hes been in tho past, regardless of the produstion and spacing.

MR, THOMPYIOMS

I did not follow you at alle

¥R, GREBA:

I belisve if you will show the govermsont soreage in these fields you will
£ind epproximately 16 or 20 sdditionel ocations whioch will Lo forced if the
180 aore ruling is upheld.

R, THOMPS8ON:

Why on 160 1f it 1s not being forced on 407

’ ’&R, aR> ‘RR!
Some of the wells now drilled are more than J380 foet from the odge of the lonae.
¥Re THOMPSON3
I beliewe that im & problem of the United States Geological Surveye
¥, BPURRIKRI
Al do you mean to say thst the distance of
1320 feet is the offset distances I Y am ;
drilling a well oloser than 1320 foet to
your acreage then you will be foroed to :
drill an offset, =~ By whoso rules and
regulations? :
MR, GRUERY | a | 4
Mr. Norrell will you contradict or add to that? ' ' :
MR MORRELLS | g |
I would Mke to make my statemsnt &ll at one timse
MR, SPURRIERS
Is 1% reasombdle to

vold
of gas in this erea will remain at 8¢ per
Wmsrumm Iam
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faocotious in tho leoaot «~ v, Hichola!
fipuros wore noocgsnrily predioted on 6y
a thougaud bub alao the prices wore magumad,

M. GREERY

Additional reooverable pgas left in the ground moroe fyvor it end peasibly additional
wallse Juat how rauch gas would be left 1s the quonlion,

COUMISSTONER MILUR)
The podut T oni inturested in iu as to the

recovory. It may boooss wmore valusble - but
the rooovary e wiwt 1 wy fntorastod ine

MANUEL SANCHDZ s

¥ouldn't your regulstions have to be changed then? It is o matter o be

considersd at the time. Thon the timd comss i you onn recovor it below 1604

goonomioally, don‘t that the time to corw in and pass regnlationa?
COVHIASXORAR MILLS e

If 4% o0udd W resovered now that would e
the dlng to consider it,

MRy SANCHEZS

" las there evor been any basio figwre f£ixed upon whioh recovery at tho presont

tine oould not be had eocounomloally’
MRe HICHOLS:

I think that varies both wth your dirllling sost and oporating exponse in any
given aroass X think it would bo oonsiderably nisleading for me to try to give
& point such ac thate

¥Re ORUERM

It is oconveivable all gas could be recovered on 160 aors buals « 1t is better -
for the operators tu got topgether and deoide ariong themselvos as to what they
profor. Cortainly un oporator is not going to drill a woll closer than hie feels
he can recover gas economicnlly in ard at the same timo he would like to be able
to drill on ganller area i he feels he can.

MR, L¥AS

¥re Commigsloneyr, I would like to nake o staterent. Mre Spurrler agked the
gueation regording the prioe of gas, ‘We don't know vhat is going to happen
to the prisce of gas in Sexn Juan Cowtby or any other location, e only lonow
the priocs of gos in this general arwa has inoreasod within the last 18 months’
from ¥ %0 6Z, The conoensus of opinlon among producers is thet the price

_of gas will inoreasze, e all know the value of gas in a glwen ares depends

on mamy factors, not the loast of whioh is the amount of pas aveilable in that
area, I dontt kncw vhethor 150} or 100f or some other figure is ths sbandeciment
pressure for this fleld, hut 1t strikez me that the operating sosts of the producers
or of the gathering company i3 a real aud positive barrier, not culy on the velws
of the gas bubt on the abandomme:nt pressure {or the fields Unlsss I am badly
inforsed, I beliowve Southern Unlon Produstion Company in its operations in this
Xuts Canon « Fulcher Basin area is reguired to visit every well on a daily or
twioe dailly basis for the purposs of oheeoking the well as to its oporating
oondision, Having operated up in that field for a long time it has been our
view, as evidenoed by our own operations, ws have operated on a-basis of one
well to 140 acres « we believe onc well will reasonably and eeononmically drain
160 aares, Anyone iu entitled to his views, and curs should mot weesssarily

-prevail; however, we have gons to some effort to elther sonfirm or modify our

own conelusions and while it is prodebls that in any given peried ysu ean get
more gas out by putting four wells on 180 acres; it iy unwuwm
denfed that you do have d'rainage. counter drainage, oross dro.inage and_ drainage

o
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from wide arveaw, If the presont spmolng rule provalls - 1 have heurd sone
oconsents that mede e wonder whother soweone would ronlly ko e soe 240

or 420 aore apuolng, but so loug v the prosvat 40 were rullng provails in
these ficlda goe 20 yoars old - vhore presourcs hove deoslined withoud
axosption booauge of adjodning wolls - wo contend thoro is wmple dralnage
aoross 1060 across, 1/8 of the gas has already Luen %akon oube To loave tho
aspaoing ke 1% Le will) pormdt or perhars oncourage the drilling of wolls on
o 40 nore basin, aud {8 aobunlly golng o roduce tw valwe of gus prodused
Lrom that £leld besause of edditional oporaving cost, ultinately, to the ran
interontod in getting vulue Lfrom that £ase By people are oonvinoesd wve should

Y £ 1A 2% bt oAb =~ L. ke o vade
hava had 18) naraa 4w hie 81214 231 Lbo Al Ao 1avge oxtont v hewa in

fuot, opara.ted on the basis of 160 ocoress it {u the manllent avoo tr.ut wo think
in o proper spacing unibs I Lfoutt really foasgidble to try to wnltise any
smallor, but 1if you did you would almest be oompelled Lo go to 40 worede Thoro
mlght be some gas In remote arsas that will never be rocovered bubt wa ocanuot

goo tho ccononicn of ite e can eee it 1s lisble to pernit and encourage the
operators to drill te thelyr owm solfedostruetions I think wo sre a1l intorested
In getting the moa% gas for the least money. We want al) the gas wo oun produce
oonsistently with reasonable invesimonts It will natwrally teke longer bo got
bhat 714 of the total reservea out of oune well on X160 pores than it wxn take
with oue well on esoh 40 acres; as prossuros geb lower and lower it is maturally
going to produoce lons.

With the Southera Union Comyressor Station sorving this area - it ig now scre

2000 i1y » axdd the gathoring linos and with 180 aore spaoing prevalling wo arontt

songernzd ebout cwr ability to get the gas out of thore. There is o defintte

danger to anybody owning end operating in thot field under a spaoing rulo that

will peradt the drilling of wells on 40 aore unitee Ve have jJust had an oxample

of 4t » v» have sore wolls loonted on like wunits, under the rule of the Commission

} and don't oritioize it, Uador your rules, howoevor, it was proposed recently to
drill 2 w1l up in the nook of three 140 aore unite 330 foot from eaoh of thone

I Such well would requirs a 3 way oflsst and that kind of thing isn?t even 40 aocre

spacinge Yo would be foreed to pay compensatory royslty or drill three wolls to
offeset « I tin pure my figures are right end the distanse between thoass wells is
only 660 feots If thnt is not 10 aore spaocing I em badly idetaken, 1t is thig
vory eltuation that brought thia matier bofore this Commissions The well was

! re~-loosted bofore it wamsg commonoed and put in the conter of a 160 aors unit,

| Wa aincarely have brought this thing to tho Coinlagion beoause we folt that
gomothing had to be dono, Ve are drilling in an cvic area wiers i/0 ol i gas
13 elready gonee As to the old wells on anall units, the wolls wera drilled
properly und lawfully at the time, They are thore and if we had it all {o do
aver again we wouldn't drill them in some casess Yhethor that is true with

. sows othor peuple I don'$ know, bub there the wells are and we ocnunot do anything

: about it. e do know that one well will drain more than 160 acres of lamd if

given & renraonable opportunity in polnt of time, ¥We sugeest 160 aoros because
that 40 the genoraily establighed specing.

COMISSIONER NILLT¢

, : Anybody olse liko to ask any quoestionst
! : ! (¥o rcupom)

| .

Let we got ono point siraight - us an ovarall
ploture, I was talicdng about tho matier we
wore discussing at that particulur time
pertaining to whether cr not you oould produce
rore. gas from 4 wells on 40 sores osch than

1 woll on 140 acrese

bﬁk LA

I would conoede it is manifost that in the same period of time you dan extract :
more gas on 180 sere tracts by drilling 4 wells than ons wells It is the limiting 3
feator of the open flow, Itunkmmmrunuatmtthnymmdmm P
ges per day with 4 wells than ons, Our problem is to find an optlnwn spasing ¥
' unit being the reasonably adequate and economlcal unit for the f21eldi Yo oerteainly &
”m:uproduoo more gas uJ.Mly froa 4 wells then from ome looam on & 160 5!
acre te
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JULGE SETHY

On bohalf of tho Stauolind 041 Congpany I an Lustructed to advisze tho Cormianion
they have no objontion, but bLelisve the epsoing should be larger then the 160
aoron in these pools of gane

DUPLEY CRUELL

Lre Ao Oruor hus boon informal ohnirman of indepondont opurictors, and ho saked
w0 0 egit that a ocopy of those oxhibitu b nade evatlable - and that tiwe indepoidord
operators be aliowsd e reuubial &0 the next mooting of the Commdaslons

HRe LbAD

I don't know whut thut means exaoctly, but it strikes re o llttle alngular. e
wont to tho extromw of walling to cash porsonm a ocopy of owr petitlon with tlie
gugzegtion that we exohango information with a4 view to ending owr business
proporly at this hearing, 1! do not compreherd exastly why it should be nsosasary
undsr thoss conditions « andoguate netice hos been plven and we had no rejuest
Lrom anyone for information. o did not hosr from Mre Coxnells Ve are not
deuylng the opportunity to anyone to be hoard in this maltor, but T Lelisve the
opportunity has boen givens

IRs SILVERS

I would like %o mweke a gtabement for my omployer. As 1 geid before, w have
no paréioulor desiro eboub woll spaoiag othey than the wost etononiosls e
have & peculisr problem in Sen Juan Basin of having & like pormeability of
gand structure, productive sreas which are not toc well underatcod o the
progent day. wo do not particularly have eny profervendge in this fleld, ve

have & small quount of aoreage on which wo probably will naver drill. We
would ko to see, 1f posaibls, addiblonanl dabe on this fiold as time goss

one 8o far as the 160 acre gpucing 1a oconcerned, 1% ig entirely feasible
that a greatsr or legger apaoing m%ght be desirable. That should e debermined
fyom the econonle faciss o would Ilke to geo the data given hore today glven
to ug in oo forms ' '

COUMISSIONTR MILLS

iy Joa, you do not fee) you ocan operate
on less than 180 aores fyom en eoonomioal
standpoint?

MRy LEA:

e sinoerely think it 2ouid be u ndstake to do {%e lre Niohols! figurvs wsaums
$16,000,00 coat atid & 5¢ rate on pregsent dey oonditions. If you could find a
spob where a woll drilled ocould produce & and you dril) on 40 acres, the
only thing other than 160 mores that is fomsible, you would recover only 8774
of youwr luvestment dimgnrd!mg operating cost and disreparding the f that
1t would take you years to do i% in. If you drill a wll =i th 400} of pressure
you wuld recover « asguning you had this kind of condition, exactly ono-\hslf
your original inwat:wm., .

MR, ENOLISHS

You fellows have been talking on pressure all daw and have ntwr untiomd the
milldons of foot you could gebe

MAWUEL SANCHRZ
~ Mre Nichols gave it in the record,
#R, ENGLISH:
I wuld ke to Jnow about millious of fest of gas.
MR, ;mo'wsom '

The tostimony has developed the net recoverable gas on 160 aares as 1.800.000.@0
fest, If yiu drill on 40 aares and everybody sles doss, your recoverable gas would

hx/n:thn.m area of the presenmt fisld covers %iﬁom'
u-mnunon.mam” % 40 aoves, it would e )
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wolls at 916,000,000 a well «» would be almest 30,000,000,00 you vould have to
apavds It would be 1vpossible to evor rosover the original Investmant,

Wl LAY

My statenwont wue wudo on the anw aspumption, a 4007 woll oould nsvor produse
the Rane quantliy of gaa as a HA0) wll,

M, RIOLISHS
You follons have anything agalnut rebablo takingy
MRa LEA

Hoe Bub aboub a yoar ago thore was a bBill appoared - about & year ggo - and 4%
wns Ww mort Lmanbure I have seon, TL w® are golng to have one, let?y have a
gaod ong,

OOMIISITON R MILYG

1hat wes the only bill presented, you had ths
sans opportunlty of anybody olpe to pregent
onoe Tho mooling wes ocalled for theé purpose
of discussing it anxt that should not bo tolon
a8 an sxenplee

HRe LEAW

Y did not 1mean 30 sugpest that at all, bubt the feot does yemain that a bill was :
z;ea&ntm and wo bhought 1V & hed sre and had to opposge Lit. Pro-ration nay coxe

this field, porhaps 1t shoulds Thers arve psople in the field today that
would ke hurd by thise OCur only question about proeration would be the
additional bwrden on tho oporators and the Comwnlssions

CONMTSHIONER WILEG

By e A

This is & matter Lo coms befors the Loglslature

&aidd 0V nid Cougalaalone

2 s

MRy GREERS

I would like Yo requost that the Oownigslon consider the offsets that will be

required 41f & 100 acre gpaocing ruling is upheld or in declding on speoing ruling
that thoy be talwon into conslderation) and the reagon for Rdwt belng oconsidered
I would refor bo My, Fostor Morrelll's leitisy in whioh he remarks aboub the -
market, amd the inorsased number of wells causing the production from each well

to be 80 waall as to wake it wwoonomioal to drill additional wellss Also the

rule 4 - 40 aores to & unlt, aml esteblishing u great nusber of bed spaced

wells throughout the fieldc I doubb that the average spacing in the field

axoesds 120 aores, I do ndt belisve the retaining of the 40 acre spasing unit

will see rdditional wells in the old field unless it does heoome eoonvmically

feagible,
FOSTER MORKELLs
I wuld like %o olarify the points that have besn raised.

First, in order VYo show the interest that the Federal Jovermsent has in thc
Kuts Cunyon « Fulcher BSagin arees, I have g repared some acreage figuro
consorvative estimute taking im more tnan 1/2 mile from present sxisting wu. -
arrived at a figure of ayproximately 22,6380 acres that oould be oonsidered as
proven preduckions From the scuth end of Jeotian 32 upto Seqtion 19, 30 X,
12 ¥ » of that acreage the federal is 16,200 or 71X, fee land 8400 wores or
20%, According to our maps there are 80 agres of state laud we could mot ged
povesntiage mark one On that proven acreags there have been 77 wells oompleted;
45 on govermmeat lands and 32 ou fee lands, The development, 687 of the wells,
437 for fee lands as esompared 4c 71X of the aereage, broken down to
fields =~ Puloher Basin total i 1z,wo - 527 lands povernment, 487 ru m
m state, ,.
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In the ¥uleher Basin flells, 407 of the wells on Ue &, land, in nwaber 21 on
UeSe land, 31 on fes lond « a totel of 62, Xubs Canon L8 o total of 10,280
sores, of the Podersl lubtorest roprosenta 90814, of the fee 47, Twenby-Lfive
wollya havo been oompletod, 24 of those 20 wolla are on our federal lond, wlth
the conbrol we have undar the leade act ond fodoral leaqes fn Xutg Canen, veo
have 907 of the meroage devaloped by 9G7 of the wollse CGolu; bask somowhat
irto hietory of the daveloprent, 1 think the whole ploture in pomovhng compli-
cated by the vorisnce of opinions of individusls versus couponies whloh we
alwvaya have with ug, bub our poaition Ls one thet equity should b provided
regardless of wheihor the operator is u wajoy company or en individual or
small ocompanye The faots with rogpect to developuent are indiosted in a vory
short staiumwiit I raporied vesputly te Heshington, that during tis past aix
yoare wells inoroassd fyom 8 g¢ oi‘ Dacexbor 81, 1041 in Fulchey bHusin vidy

to 18 aa of Necenber 31, 1944 and 6 as of Lwoeenber 31, 1947, A retio of 8
to 81 or ovor eix timon inorosse. The field withdrawals during that perdoed
iy reprosentod by the figurea of 1 b1llion ou. £t Cor 1948, 1.9 billion in
1045, and 2,6 LAlllom in 1947, That is p rebio of ono %o 2.8, ¥e have a
nuaber of ocutlying producing walls but the meaber of wells increassed 6 tlwwen
and the market inoresgod by only 2.6 on all welle in the saw poriode The
withdyawal por unit dedreesed.

M« BHGLISHY
Have they been taking all that gas?

A+ They have a markst for all the gas,
HR. FROLISHS

If you ars furnishing g&s £rom Barkeyr you wouldntt be teking eas msoh A ‘:rom
Pulohey Baain? ;

WRe MORRELL?

Bapler coras inte the pipanné south of Kube Canyon wnd does not affsot the
deliverios in tho Xuds Canyon - Fuloher Basin areas .

Ay gerREs fvom 2y fle1d will devend on deliverability of the gus from that
ficlg

*and deliversbility depends on the open Clow capasity. 7Tou cain’i gob
=\ !rmn pressure :.h the rate to which the wells oan pet 4% up. ,

MR, h!?GLISﬂ:
At one time they had the same pressure in eash field., You are not going to
ry and tell me there isutt any wmore gas than bofore. 1low do you know this
field won't reach cut and teke in a large srea?
MRe MORRELLS ”
This is just & matter of record of past productions The point we are making is
that you have greater inoreased wells than you have in the market, whish mwans
you will have to dlvwy wp you.r mariort.
MR, BNOLISH |
From what I hear there is a pretty good sise mariet.
MR. G!}RER!

Ian't it maturel for the pressure of gas we *1: to deoline in any gus field?
They oculd hawe taken more gas from time to time by lowering thwir pressure.

© MRe MOURELLS
I don't mow adtout lowered pressure Lnordorto mmuguo It is & matter of

resord in all a: publications that for proteetion of ressrwbirs geas should not

exoved 28¥ of
+ OREERS

flow. Over the years you will fimd that limit is salwtained.

mwuamrttmmnmmumwu omnc'ml
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whethor you hurt the reservolr by taldng mwiv Lo osortainly an open gu -stton.
Ml TFARELLA

It hag baen debeted Cor tro last 30 years anl there has beewn wory Mtile proof
otherwivee You ere gotiing to the 2aller of rote at whilah & resvrvolr will
ro~chiarge Lhaolfe 1€ you 1l 18 cut Loo fast when Lt comes you me golyg Lo
have o olt thero and walt for tte

Hile QREFRS

a8 X aih oo Ben
(2SN

CRSs Lo a2y lru-‘l-: 'khlnla &hg{

1 do net believe you ooidd Tiid &V
Mite ATLYERS

This field and your data glvon - wore gag by harder draws and T belleww 14
will be substmudiated,

IR, THOMPEONY

1 said the cvorags annual take was 174 of ivs apuyn flow, I don?t luww of &
£10ld in the country that is Lelng glven o better pull than thab.

s MORBELLe

in the earlier days of dewlopoend, there wers curtain spasiog excsptlonn nade
before it wug determired that & 180 aore apaocing was the most ecoromioa)l and
bost for tw romervelr - at that tizs by sgreement with both Southwra Unlon
Oog s} Dudley Cormell in osnnestion with the developrent of the Fulahey lasin
fleld, the au&y ons asbive ab thet wWme ~ wo seb up 180 acrs undtse Pehdo¥e
had $he 840 sore limttation snd ab the request of Corngll and Bouthern Union
Gas, soveral 180 aore exceptions were nads.

MR, GORKBELI® :
Southern Unlon Gas rofused to join with me in my asplication st thnt Hime.
MR, MORRELLS -

The fact was that we had 160 acre spacing and the 011 Consgorvution Cormission
adopted an order for that field - Order 881 effective in June 1043,

On applicetion from private land operstors and after a hearing of the Coweission,
the Commission canocollod the opder, The Interatate Compeot Comulesion mede &
regommendation thet well ananing adopted during the war should be contimwed
vherevor {eaaible to protwt oquitios. A grest additional developnant - this
inorease from 16 to 31 over a three year period hee beon to & conslderable
extent caused by the roceut development on priwvete leanda along the Aninay
River, 1 think thoy are ontitled to all the gas undernsath thoir ground amd
should be given considerations, but 1 dontt think that asoreage should set upy
for the entire iold, That the Comnission osould do and ahould dc has
been pointed out in the testimony. The only othoyr thing I could see at thia
time would be by logislation for pro~ration, as Mr. Cornell proposeds Ag I |
understand the petition of the Southern Umion Gas it is £xe dewelojment from |
now o and will not adversely affect sny existing wells up €o this timee 1In
snswor to some of the quostions that have been raised, Mr. Greer has givvn =
some idess, laybe we can get more wella drilled ournlvn. |

IR, BHGLISHs
That ig what we are afraid of.
MR MOTRELLt '

mqmttion or of favts ugmtorotymr loase teorme, Immon privete
lands are more gtrict then on federnl lamds If the operetor does met do what
the omer thinks he should, he can take it into court and you have ¢o drill an
offssts The pudlie lanis lesses sllow considerable discretion - that disceretiom
hinfwnrortboopsmtar. WoumdtyinmwmnMotM

.'_'33"




drllldng. o nade thia as to czoh looation airl whorever a possible looatlon
night bo wo talw Lnto oonsiderotion all kunown footee I wo think therve 1s
drafnage wo will 0all on youto ghow cause w}xy you ghouldn?t Jdrille You hawvo
a ahangy Yo alvw us and 1 the information is adoquate that La a1l there i

to {te  Oux office at ogwoll had learwd over buckwards on the spaolhg mattor
in Fulaelor Dasin, prinarily btocause of the aouall type of produotion cblainede
1o lat thils thing coww Lo & head whero it can got to e polnt of dewelopnont =
I havo in waind a tract surrowsled by four wells Lumediately adjolining that

180 on which m have eeked Byrd-Fpoat to deill one veoll, but 1L %hw Corsslanion
doos not% ace it to grctteot the equity of oporaters who have alrendy drilled

,«Lj{"‘m-ﬂ an AIS -c;&: tr;:tz e m

ant 8llowa woisssosery wells o

1R, BROLISNY

what woll is Hat?

MR, WERELGY

That 1s the ByrdwFrost Hulson.

MR, BNGLISH:

You dontt cousider that a gas well?
¥R, BORRRLLs _
That Le & gas mell of the Lype being coepleted in that £leld.

If the Comnmlseion dces wobt sew x‘iﬁ to sol up a minimam apaoing for that, more
thau 40 aores and up to 160, it pay becoms nmcessary for' us to easentially draw
a fenos sround priviate oporstions by regquiring offusts whero we have a blodk of
asoreage on 160 aore apmoing. e don't want to do that, that ic¢ false economy.
The testimory pressntsed has shown thiz is more a nstter of evconomios than arye-
thing elwes I would Jike to tale exception to Mr, Greert's statomonts as o

the %e 1ot in the ground, There will not Le any more gas in the 160 than
1 mum also 1ike to correct a statemont mdo by ¥r. 5ilver - you said

.t BE
you had aa adsabical o.«wlﬂ-

MR, SILV’ER '

I mant the geologiocel boundaries - type of formation, ege, oconditions of
sooumlation, everything but the pressure,.

R, HORRELLS
Would you name that for the reoord « the mawme of the fisld?
MR, sn.vvm

Blanoo field - tve produsing zones, lesa \m-do formation and Foint Lookout
sandstone. 4400 feobh amd ngpmudmto@ 5061 feeb.

. MORRELL3

- Presaure is sbout what?
R, SILVER:

The pressure is around 1300f, the only dif'tormo, the accumalation 15 eurrents

of the linits of the fleld and their field is not limited by geslogical

- conditions wo much as by escnomieal factors of producticn and dewelopzsnt. W
d limited the sawe wny by esonomie facters of produstion

. and developmente The geological festors closely approximate those im Fulohey




Bl SILVERA

I moant what actlon the Comlusion might take on low pormesbility reserwoir,
1% 18 egononjoally a marginel reservoir, hag to bd produced as wiohs e foel
algo our reservodr might be marglusl reservoir ard will haw to be produced se

guche 7The eotion of the Commisslon ia this oaso will have gois besring on
our fiold,

1598, ] ILOREAN N
Did you have in mind & spaoing of 160 aores or woros

Mile SILVd

Ouy prossure is greater. (e ocould mt oconoslvebly sce loss than 320 aore

| apaoing,
HR, MHORRELL

As I recall), the ascuth of your prosent wolls ab San Jusn, the wlvur orcsses
your gtrusturss on whish there is oonaiderable land. 7The ssaw guoation could
arice in the Blauso erea as in Pulchsr Baalse

It may be a good {dea to meke an application to the 041 Coxmetion Coumt nafon
befors 1b gate out of hand.

iR, BILVERS

e feal we snanot digouss 1t with the 041 Consorvabion Commission vithout e
»geologieal AUTVSYe

R, LEAS

Yours 1s & new field? ‘

¥R. BILVERt

Ho, it ia fully as old ag Puloher Basine

MR. MORRE{-L3

I would like to menmtion for the information of the Comaimsion ~ I think Governmor
Hiles mentioned something about Bf gas « I think the oporators in Fulcher Basin «
Kuts Canon should feel very fortunate that they are reoelving 6¢ rwi beoruse
there is no other gus produced in the State of Mew Mexiao that is pgetting B¢
por mofe The standard price in Lem County - the bost you oan peb on normal sale
is w nofy
I do say, as stated in tiig letter, the 160 sore spascing is & meoessary thing
tu protect all parties who have drilled wells - to protest them fyom loping the
mwoney they have invested = the questions that have been asied indicates a lack
of kmowledge of what mxy happenr in the future on the part of sows jndividual
operakors who may be making iuvestments and end up in Lo rede 1If wo have
operstors losing money it is going to discoursge developaent. 7o want to keep
aperstors on a profitadble besis.

MR, ENILISH: |
If we got 160 sore spasing and if we want to drill a wll in Farmington,
R, MORRELL3 | |
Vouldn's have any effect,

| ‘ COMMI3STONTR HIL®Gs

szono have & question or statonent S0 make?
MR, L. Le STALLINGS: ‘

xmmnbupammmummm-mmmmcow.
would 1ike for them to appesr on the yeoorde i
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- COMMEBRIONIR METHGs

| Thoy will ko counsidered Ly Ytho Comulssion sand
Hnoluded in the rveocord.

| M, LUAS

E hile all these stebozonts hweve hoen made without the bsnolit of the teatimony
I have some other stotomwntu Lor the rocord.

Cne Lrom the Western Natwral Gag Company oxprossing approval of ths plan, end
ot frow Je J. Hudgone Thore seens Lo be goversl spots ol Goicorn atoub
excoptionss U pguoza wo hove taken it for grauted that oxgeptions w»:ld bo
provided by the Commduaion. Thore will bo and there are sltuations i» vhioh
Af the oporater oan find 16 eoconoiiloally feasible to drill he ashould be
permiitod to do 8o, on petition to this Cammisslon desoribing what he expocts
to do and e given full consideration vhotevor apsoing unld ghould be sdopbede

"~ That applies not only in the well dewlo{ca field bub in the flanking siona
whore open f{lowes and permwability are o little cul of the trends The oltizons
from Farmington seem conosrned over the stutswent in itw pevition that tw
Commigaionts order should govora the field or ares ag 1% might be extended,
The only purposs of that is to make unneossuary nsw ordera of the Comslesion
on acoount of extensionss Tho Comadlseslonts order should incelude the lLuwdiate
purrounding area of the field aas it Ls oxtendeds othereise, it oould only be
sontrolled by repeated ordors of the Comlsslons 1 did wob suppoge anyone hed
the idoa this field would inmsluds othor dewwloped mresnss o Comsissionts
order should have a provicion to indlude this field and exolude other produsing
areas. &0 foar as other areas ore voncernsd 1t steikes us thers is not sufflolent
information to this Commiselon or to the operator %o know vhot is noedede There
18 no reason to provent thia Commlesion from entepring, on pebition, whatover
edditional orders might be neocessary,

MR, MORRELLD

- 0f the wells drilled 717 of the total and 967 in Kuts Canon and 847, [ Wliove,
in Fuloher Basin e on Foderal land, I would 1ilw to add we have had in the
past seworal applications and one curront for ralief an account of high operating
sogte, For reliei ivewm rentals on publis land leoses fvam 81,00 en aore to 286¢
an acres In granting thoss the Departuont has redognizsd tho low rebuwrne Ve
have one by Mre Carroll and Mr. Carroll hag developed his own loase on 160 uore
spaoing and still needs reduction on ths rextal,

This inoreassd mmber of wells and the amuwsl rate of withdrawals at 2.6 dillioen
for 1947 and estimated foy 1948 approximatoly the same Fif'ty one gaus wells in
Fuloher Basim 816,000 or §16,000 por well for cost of dpilling. You cmn add your
taxes, you would have in the neighnorhood of 31,000 %o 41,800 net por year, in
the neipghborhood of 8100 per monthe That Lo the situstion if you get into excess
wells it will ocontimw to deoreuse. Instead of $100 to 3160 por month you get
$76 to 4100 por monthe ‘

MR, GORDON®

Byrd-Frost ensourages spneing not loss than 160 aores to the well, but we

are oconocerned with this off'set proposition and also fesl whon the bounduries
of the field {6 reached there should be some latitude given on the loostlon of
wolls less than 1/2 mile if possible, and shculd be & little latitude thore.

R, SILVERS

The geological limitation of the field we have been dissussing will be more by ,.
eoononios than by peclogy. ,

MR, HORRELLS$

I wi 11 say as much.

iR, EWOLISH: /

Aooording to the United States Geologlosl Survey there is mo structure theres
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M. WOTREBLLS
T an afraid wo would have o differ, anybhing 15 & structures
LRy GRATIAMY
What aron did ¢ho propoeod order a ply tot
Gl THOMIIOMHS
Approximate avea io deoaopibod in the epplications
COMIGETURYR ELES

Anybody olge any question to esk 2y any
ghutomont to make :

‘e Comalasion 4n golug to take this oase

ander advisuent and quyons who vants bo
fila a weitten statonent o the Codssion,
wo will be glad %o have you do 80
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HOTICE OF PUBLICATION
STATE OF HEW MEXICO :
011, COLHSERVATION COMHISSTION

. The State of New llexico, by ite 041l Conservation Commission, horeby gives
notice, pursuant to law, of the following publie hearings to be held
February 17, 1948, bepinning at 10300 O'Clor'}’ a.m, on thit day in the City
‘of Santa Fe, lew Moxicos '

STATE OF kW FEXICO TO:

A1) naned parties in the following ceses,
and notice to the public:

Cage llo, 126 _ x

In the matter of the petition of Southern Union Production
Company for an order fixing the spacing of wella in the
Kutz Canyon and Fulcher Basin pgas fields of San Jusn B :
County (as they may he extended) on the basis of one well :
to & drilling unit of aporoxinately 160 acres with sultable §
provisiong for anyfelated matters including special approval

: of umorthodox- well locatione where necessary.

i

%Given under the seal of the 0il Congervation Commission of New lexico, at i

iSanta Fe, New Mexico, on January 26, 1947,

1

STATE OF NEW MEXICO

OIL CONSERVATION COMMISSION

T S T A
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CASE 140 TN MATTER OF PETITICH OF 3U.

mY | UNTON PROD. CO. FOR ORDER FIXING SPACING
| OF WELLS IN KUTZ CANON-FULCHER BASIN

ADDRESS
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