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/STATE OF NEw MEXICO m:f
fAnnamedbarttulnthefonowing
i  CB%es, and notice !
(Coeo No. 126 - ' the public:,

: consmzz;vzmox |
f By R.R. . ‘
i (8RAL)

PROOF OF ¥ UBLICATION

State of New M .o,
County of San juan—ss.

G. L. Butler

being first duly sworn upon his cath
deposes and says:— That during the
time of the publication of the notice
hereinafter mentioned, he was the

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

Publication Staute of ;. iiex

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

S ¢ |- sRFessty

weeks; that the date of the first pub-

lication thereof was the - 30th_____
s 8

day of ... | Ja'ury ..... 194 .

and the date of the last publication

thereof was the_. 3Qth ____ day of

...... Jaruery . 194?{,‘; that

said newspaper is published and of
general circulation in said county, and
is a legal newspaper qualified to pub-
lish any notice required by law to be
published.

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

legal notice,
ega n();_;i;{}’} \//

Subseribed and sworn te before me

i
- ,; /’
P w1947
LSt P

Notary Public.
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STATE Ch ?.“.T.x’ n=X1C0

il ‘I:i;i FRUTSR S 4 adLiG TALLLL
BY TE OIL CCHSERVALLIN COHMISCLCH
OI TH= STATE OF NiW N0XICO rOR Tils
PURFOSE 0. CONSIDLRINGS

CASE NC. 126
CRUZE JNO. 748

IN THE MATTER OF TnE FETITLICN OF THE
OUT*EBRN UNION PRODUCTION CCVPANY FOR AN
O7ER FIXING THE SFACING OF WELLS IN TiE
KuTZ CANYON-FULCHER BASIN G."LS FIEIDS OF SAXN
JUAN COUNTY (AS THEY MAY BE EXTENDED) ON THE
- BASIS OF ONE WELL TC A DRILLING UNIT CF AP~
PROXIMATELY 160 ACRES WITH SUITARLE PROVIS-
¢ ICNS FCR ANY RELATED MATTERS, INCLUDING
SPICIAL APPROVAL CF NONC }F\,PJ'II G WELL LC-
CATICNS WHERE NZICZSSARY.

ChDZH OF THE COrLiISSICK

BY THE CCiXMISSICNt

VIKREAS, after due notice as rejuired by law the Cormission held a publie
hearing in Santa Fe on February 17, 1948, to consider the petition of Southern
Union Production Company for the adoption oi an order fixing tha spacing of
wells hereafter drilled in the Xulz Canyon-Fulcher Basin gas field, San Juan
~County, lew llexico, and related matters; and

WHEREAS, the Couzmissicn having consider=d the evidence adduced at such

. hearing, pertlnent information otherwise available in the Commission's records,

the statements made and viewpoints expressed by interested parties at or in
connection with such hearing.

FIIDS, from the evidence adduced:

A+ That the rutz Canyon and Fulcner Rasin zas pools are prodactive of
natural gas {rom the Pictured Cliffs sandstione formation, that such pools are
contiguous and from all information available to date aupear to be one con-
tinuous gas producing area or pool in the Fictured Cli’fs sandstone;

B« That such pool has prcduced natural gas for more than 15 years, dur-
ing which time tne average of well~hcad pressures has declined approximately
200 PeSele fauze.

Cs That by reason of rules ol this Po:ti;s
tne pool, of the ;eneral practices o ceriain op

~

policies of the Y. 3. G2nlogical Suvvey, a fairly

ioa sreviously aplicable ic
215005 jn the area and of
wnilorn scacing of one well

i
P 4 P R T I Ak A e Ay yes T T A ey - s AN
E2 140 acver has ner2tolore oravalled Throu nout costo i the m(ﬂ 3

H

Je  Uhat ono o will, dn vi

aiiectivaely drain 1200, ATAD 27 28 the fﬂ,
P PR B - .- P B .
and, accordin iy, at ove > condueive Lo
YL oapd L0 anreseossarid b snd oea e i an

e Lnnt ey wolls nareat oy T "
on oA vt in oL L ol
e DTO teant, ] . “ P <
drilied 2 Wh-noea tioatn, Jor el nnncal nlag ol
ne peolines of arcoertisz should Lo cocouraced whien Net2sLury;
i ST Nt R ST I I R D A g8 b o g -~
ly vwore axtensive than o v odova oo porlion dhinraol;
. _‘:1"2 T TS0 I SRR , s I i P '-'ff,f" ?I in ::,K: 1,7 ,1’ -j”‘_ I
H it o Th ey S e e e L ey Pl e

2

.




de Aty while the Jute Canvon=paisiere acie cas Siebioaas beon corsore
pialie pradactive for Lore Lhian 15 yoars, b has nol beon sasject Lo coop2r-

ative axtion g, vty oor e dndaresh o7 all tie opeeators ov

zoldees within arax Saving that perviods i oadtition, preorecties, nmldings
and/or leases of aop undeternined nurder o) simall lavivwrers or Ioase~halders,
whose btotal acreage is either loss than 109 acrzs ov includes portions of 150-
acre tracts, s:iill exist within tie pool boundaries, as herein defined. ‘the
nuaber of such noldings will be likely to incraase as the pool bosuntaries ars

Y

extended by subsequent drillinc.

¥

LA G

THERZ:ORE, I IS5 OHiinalh that, effective on tne dais of this order, the
following rules and repgulations shall apply to wells hereafter drilled or come
pleted or recompleted to the Fictured CIiff pool in the Kutz Canyon-7ulcher
sasin area, defined below, in addition to e Commission's applicable rules,
repyulations and orders heretofore or nereafter adopted to the exten®t not in
conflict herewith:

Section 1. No well shall be drilled or completed or recomplsted, and no
kotice of Intenticn to Drill or drillin: permit shall be approved, unless

{a) such well be locatzd on a desipnated drilling
unit of no%t less than one hundred sixty {160)
acras of land, morz or less, accordiny to lagal
subdivisions of the United States Land Surveys,
in which unit all the interests am consolidated
by pooling agreement oc othervise and on which
no other well is completad, or approved for
completion, in the poolj;

(L) such drilling unit be in the shapa of a square
except f'or normal variations ir legal subdivisions
of the United States lLands Surveys; and

(¢) such well be located cn its drilling unit at a
distance from the unit boundaries of not lsss
than nine hundred ninety feet (990); provided,
if such proposed new well is to be an offsat
to any then producing zas ws2ll completed in
the pool, or the drilling of which has author-
ized prior Lo the 2ifeciive date of this order,
located on an adjoining wnit in which the in-
terests are not identical with those in ths unit
propossd to ve drilled, such proposed well may
be locakad and drilled offscttin; the existing
well and as close to the common unit bountery
line as the woll to be 50 offset,
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{d) that by reason o tho 1
to be drilled alony ths
vlank of the developad
appears improbable that
aying quantities if th
1, in which case the Co
requirements of Section
extent it deems nacessa

cration o the proparty
southiwest or nortneast
pariion oL the area, it
sas can he produced in
e well conforms to Zection
maission may modify the
1 as to such well to tn
T¥e

Irrespective of such findings, if the Commission shall find that by reason

of all circumstances an exception is proper in the prevention of waste, or
undue drainage between properties, or otherwiss in the exercise by the Comm-
ission of its jurisdiction ovar the spacing of wells or its other powers con-

ferred by law, express or implied.

IT IS FURTHER ORDERED that, in accordance with recommendations of the
Northwestern New Mexico Nomenclature Committee approved and adopted by this

Commission, the Pictured CLiff gas produc
Basin ares, to which this order applies,

ing pool in the Kutz Canyon-Fulcher
is definad to include the following

described land in San Juan County, New Mexico:

Township 27 lorth,

tange 10 dest

Sece 3 W/2
Secse 4 & 5 ALl
Township 28 North, Range 10 West
Secse 7 & 8 ALL
Sec. 15 W/2
Sscse 16,17,18,18

20,21 All
Secs 22 W/2
Secs 27 /2
Secs. 28,29,30,31,
32,33 All
Secs 34 /2

townsnip 28 North,

Zanze 11 West

Secse 9,10,11,12,13
14,15,16,22,23,24,2

Townshi

5,26 AlY

p 25 NWorth, Rangze 11 West
Secs. $,7,8,10,17,13,

19,20,21,22,26,27,2
29 BO,Jl 2’33,34’3

8,

5:
A11

AVU AT ) Doty Al (125 3 el s Teal i
£l a3 dafined or as shall nonfaps o these v ilas and
ra slatiansg provided, cao) Al in so onvont Lo exianded
RRORECTE N B N+ TE RO ST Yoameln et oo oila a4 adg
; B oy S 3 T H VoG \"“‘ Ty [




Fictured Cliffs, provided, further, by order of this (ormission the pool may
te redesimated from time to time g0 a3 to embrace other lands in the vicinity
- which are believed, on the basis of additicnal developments, to be capabls of
producing pas from the Xutz Canyon=pulcher “asin pool, whether or not such
other lands shall have been at one time included in another desiynated fizid

or pool producing from the Pictured Cliffs,

" tntered and adopted by the 0il Conservation Commission this 22 day of June

1948,

STATS OF H:W MIXICO
OIL CONSERVATION COMMISSION

/

CHATRIAN /\
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April 5, 1948

CASE NOe. 126, Southern Union
Production Company.

-

MEMORANDUNM

Testimony shows that in Fulcher Basin-Kutz Canyon,
San Juan County, that there was an orlginal rock pressure
of 585 pounds as of 1927 and 1928. A pressure survey in
1947 showed that the average rock pressure of gas to be
385 pounds, and it i1s indicated that since 1947 test the
gas pressure has declined from the average of 385 pounds,

Certain wells, some of which have been drilled during
recent years, are shown by chart to be below the original
585-pound pressure, but slightly above the 385-pound
average of 1947. Evldence was submitted to the effect
that approximately one-third of the =zas of the field has
already been taken out.

Upon the plat or diaram submibted there are "two
sinks" indicating roughly the two old fields. In these the
pressure ls down to about to 350 poundse. Some of the
recent wells drilled showed the pressure of between 400 and
500 pounds, which 1s below the pressurc in the Feasel Well
to the northwest end of the field which has 585-pound
pressure lndicating that the closely drilled wells has
caused pressure decline,

The petitioner offercd in evidence the results of an




Page 2.
Case No. 126.

Interference test covering seven wells on a 1860-acre spacing
to substantiate claim that there was gas drainage across

160 acres. The test consisted of Walker No., 1, Walker

No. 2, McGrath 1, 2, and 3, Kattler No. 1, and Hudscn No. 2
wells, A1l were shut in for twelve days, then all except
Walker No. 1 were put on production agalnst a line pressure
of 261 P F I. Thereafter, on the following day, the

slx surrounding wells were taken off thr gas lline and blown
to the air, with the Walker No. 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 pressure,
explalined as the normal build up. Pressures on the third amd
fourth days continued this build up. On th fourth day,
the six surrounding wells were put back on production., On
the fifth day, the pressure of Valker No. 1 fell back below

because of previong delave, thus 1

ing prcssuire inter-
ference. The average pressures dropped 1.8 pounds pressure,
(not large vut petitioner urges that in consideration of
other reservolr factors ls concluasive for a material
drainage under 1580 acres)s, The drop-back was about LHwo
pounds, Figurcs submltted were that the porosity of the
Pletured €11 was about 207, estimatsd from about 20 core
sariples. The engineer calculated that under 180 acres under

original pressure of 525 pounds that there was an asproximatbe

1,878,000,000 cubic feects Tre field would not ve 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




Sex L7/
BFFOR™ THE
OIL CONSERVATION COMMISSION
SANTA FE, NEW MFYXICC

State of New Mexico to:

All pamed parties in the following oase,
and notice to the publie:

GASE MO, 126

In the matter of the petition of Southern Union Production
Company for an order fixing the spacing of wells in the
Kuts Canon and Pulcher Basin gas fields of San Juan County
(as they may be extended) on the basis of one well to a
drilling unit of approximately 160 acres with suitable pro-
visions for any related matters including special approwal
of unorthodox well locations whers necessary.

BY MR, WILLIS LEA, Attorney for Southern Union Production Company.

If the Commission please, for the Petitioner we have Villis Lea of Dallas
and Manuel Sanchez of Santa Fe,

This is a petition of the Southern Union Production Company for an order
of the Commission to fix a spacing program in Kutz Canon and Pulcher B:sin,
We have rsferred to them as two fields and it may be two fields, however,
more recent drilling has developed the fact that the fields are contiguous,

I believe our evidence will indicate, for practical purposass at least, the
fields are onse,

This problem of spacing has been handled rather satisfactorily heretofore
because of several well kmown facts, During the war the P, A, ¥, had s
spacing program of 150 acres, and this Commission conformed to it, Prior to
that the activity in the area did not seam to require any particular spacing,
Shortly after the war the 160 acre rule of this Commission aoplicable to that
area was rescinded, with the result that the general spacing rule which I
belisve is 4O acres, with wells to be drilled 330 feet from lease boundary lines,
has prevalled., This is an econmomic problem, We all know in & given reservoir
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; it has developed
sometimes gradually and sometimes rapidly, The facts the Southern Union Pro-

diatine Comnany hae sssmleted cver the ypoars as onc of the oldest opsvalors
are available to us, The Company has made its own study o® spacing and what
is the proper spacing in that area. This is no oil area unlecss you want to

e¢all the oil turned up in ths so-called Farmington series,

It may be one or more of the wells might commercially oroduce oil from
the Farmington, In fact, I know of no well that is producing oll ia this
immediate area, We have a gas problem, e recently enployed Mr, Earl
Nichols <f Dallas to test our figures and reach his own concluslons; for the
benefit of the Commission and others intcoraested as to what is s proper spacing
unit for that fleld., Hils conclusions go not only to the area uwhich a well
will drain, but also go to the questisn of the sconomics of drilling on ths
160 acres as opposed to some smaller snscing univs. T doa't think we have
a pro-ration problem; it 1is not our view to do that, UYe hnave veculiarly a
spacing proovlem,The wells in that area that have besn drilled today haye been
eonnecied with a pipe line, The gas comes to Santa e and Albuguerque, If
there are eny exceptions I don!t bslieve I know of them, and if there are
the wells must be rezently cnompleted and pipe line ¢onnsction In the prosess
of belng nade, As we 2l} rnow, gaa is mainiained and naenssarily so from
other areas; soma of 1t ¢omes from Barker Doms,

-l




(After being duly sworn Mr, Tarl Nichols and Mr,
Van Thompson testified as follows)

MR, LEA:

Mr, Nlchols, state your name for the record.
MR, MICHOLS:
Earl Kichols,

Q. You live in Dallas, Texas?
A. That is right,

Q. VWhat is youwr profession?
A. Petroleum Engineer,

Q. You are actively engaged in that profession at the present time?
That is right, consultant,

Q. For how long?
A. As consultant or petroleum engineer?

Q. Petroleum engineer?
A, Since the first of 1938 - about 10 years,

Q. Yhat has been the nature of your exper ience since 19387
A, 1 spent about three years with Carter 011 Compeny in Oklahoma,
during that time thay put me through the training program -
gasoline plant work, research work in chemical laborastory, field
engineering, office and inventory courses - = little bit of every-
thing, thiy felt a Pstroleum Engineer ahould have, After I left
Carter I worked for Phillips in their research department for a
short while; them with Core Laboratories, Inc., in Dallas, I
worked for them about 6§ years as manager of the reservoir fluid
analysis department,

Q. You have had experience in the study of reservoir conditions?
A, Primarily that has been the biggest majority of my work,

Q. Included the study of reserves and porosity?
A, That is right,

Qs Wnat is your educational background?
A, I recelved my degree from Texas Christian University, major in
vhyslcs and math, a small amount of graduate work in physics from

the Washington University in St, ILouils,

Q. Have you besen employasd by Southern Union Production Company to make «
study of statistics and conditions applieadblz to Kutz Canon-Fulcher Basin®

A, That is right,

Q. Is this the firat time you have bezen emnloyeld by Southern Union Produstiinn
Company?
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A, That i{s right,

Q. Were the Company's dats made svailable to you in so far as they apply
to these fields?

A, Yes, they gave me all their data,

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

A, TYes,
Q. How many wells located in these areas?
A. Approximately 77,
Q. Do you know vhen the first well was drilled?
A, I don't haye that information,
MR, VAN THOMPSON:
The first well was completed in 1927 or 1928,
Q. VWhat would you say to have been the initial field pressure in that area?
MR, NICHOLS:
In the order of 585 pounds, might be some variatinn one way or the other,
Q. 585 pounds Virgin Rock Preasure?
A A, TYes, =ir,

Q. PFrom your atudy of the present conditions of that area what do you find
to bs the arithmetlcal average of pressures pr:sently prevailing in wells
coxpletsd in that area?

A, 4 lot of the work was basad - ,on the last pressure survey of
April 1947, The arithmetic average pressure at that time was 385 pounds,

Q. 4s opposed to 585 pounds originally?
A. That is right,

N, Would you state whether or not the pressure is likely to have declined
under 385 pounds since the last test In April of 19477

A, I think it is reasonable to assume that it would have - yes,

G. In cornection with thess pressures, have you preparad o chari showiag
graphically the initlal field nressure of anproximately 585 pounds ag compared
with the average prevalling pressures in this field by years and also ahowing
the initial well-head preasures of certsin wzlls more racently comoletad in
that area?

A, T heve,
9. Is this the study you rafer t0? (Pressanted charts)
A, TYesz, it is,

Q. Will you nlsage stats whet that neans for the beonellt »f the raosord?




A, This particular compilation of data is divided into two areas,
Kutz Canon and Fulcher Basin. 1In the Kutz Canon field the aver.uge
arithmetic pressure in the wells producing at any given time has

been plotted versus the time In yeara, that {s the lower broken line
near the middle or bottom of the page. The upper dotted line is a
flat line showing approximately the initial pressure of the field,
Betveen these two lines some of the wells have besn drilled later in
the 1ife of the fleld, Some of them have been drilled during the

last year, and the pressure in those wells is spotted in the proper
position, The pressure on those wells does not lie near the 585 pound
but 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,

Q. I= it spproximately ocne-half way between?

A. Yes, DNot any individual well, but groups of wells by average,
and it lies approxinmately one-half way between. There is a definite
indication that in those areas where theses wells have been drilled
there had been pressure decline from the initial pressure, indicating
you had pressure reduction out there previous to those wells having
been drilled, The same would apnly to Fulcher Basin,

Q. What ia the conclusion or conclusions to be drawn from this type of
study?

A, You bhave undoubtedly had, if the initial field pressure over
the area is 585 pounds, and if you have drilled in adjacent areas
since that time it is pretty conclusive you have had pressure
decline in those areas, If you had pressure decline you have had
removal of gas out of there,

Q. What does it mean with respect to the quantity of gas ultimately to be
recovered from one of the wells more recently drilled?

A. The quantity of gas existing in a given unit of the reserwoir
ia proportional to pressure existing on that gas, Whatever your
pressure might be the quantity of gas you will recover is vropor-
tionate to the pressure of the gas exlsting, You would expect lesa
gas from these wells drilled in lower pressure areas,

Q. If you drill a well with initial rock mraessure of 400 pounds you could
compute the quantity of gas which might be ultimately recovered from that
well as opposed to the quantity expected to be recovered from a well having
approximstely the 585 pound virgin field pressure?

A, JYou could,

P Q. In any event, to the extent that your initlal rock pressure in any well
s i is below the initial field pressure of 585 vounds, the quantity of gas to be
recoversd is veaduced?

4, That is right,

Q. Would it be a falr question to ask you If you could e proxinmate by a
fraction of the total raeserves recoverable from a glven spacing unit that
will not bs recoversd beseause of tne lower vressure fron the recently
drilled wells?

A, If the averige pressure is 385 pounds and the initial 585 vounds you

- would have o ratio of 420 o €37 prunds absolute, and would have approximately
1/3 of your go2s having already teen preduced,

-/




Q. That is 1/3 of the gas that orlginally underlay a drilling unit that
has bsen taken out by drilling not on that unit but on adjacent units?

A. That le right,

Q. Have you prepared, Mr, Nichols, what I will refer to as pressure sontour

map, shoving in genersl tsrms at least, the prevailing wellwhead pre:sures in
this field?

A, That is right,

Q. If the Commission please, may we have ldentified as Petitionert!s Exhibits
1 and 2 the schedules concerning which Mr, Nichols has just testified to?

COMMISSIONFR MILES:

You may.
Q. Ve will offer them in evidance at a later time,

May we have sirzilarly identificd as Patitionerts Fxhibit No, 3 the map I
will refer to as a pressure contowr map, dated Jamuary 7, 19487

COMMISSION R MILES:

You may,
Q. Mr, Nichols, I hand you this map identified as Petitioner?s Exhibit No,

3, ard aks you to explain the method of its preparation and give the conclusions

to be drawm from it.

A, On this particular map, I took the pressures existing in April
of 1947 and #7otted them in their proper geographical loeation,
adjacent to the well location, Then drawing lines of squal pree
sures i{n their proper place between these pressure points, we get
vhat we e¢all a pressurs contour map showing the overall pressure
pleture of the area, The outer line is the 575 pound contour,

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

375 pound contour, The immermost further down on the map is the

350 pound eontour, There are two “sinks", and it is rather apparent
those lia roughly in the ocenter of the two old fields, with the
intervening ares having remained undrilled for sometime, It is normal
you would expect in the older areas to have larger pressure declines,

You will notiece also in the new intervening area between the two
sinks. That aink fa auite likaldy due 2 the {5flusncs P

liA ALY Uk T;Taducti'b'ﬁ
from the two older arezs, Another sink is forming in thke upper
northwest ares; that 1s due to the total withdrawals from that ares
teing proportlonately large due to the small well spacing units,

Q, Is it not a fact that the arza on the northwest 4s a2 newer Jovelonod aves?
A, 1 balleve that ig right,
0. Do you have tha dates »n whileh those wells were drilled?

A, Yes, sir, Vaggoner ¥, June 1946, Vagooaer 2, Sapteabor 1947,
Covp AL Sevtembor 1946, Conp #3, Octob v 1947, Vypoe 12 Januavy 1947

Q. 411 fairly recent deilling?
A, That 13 right,

. What ean you gav uwlth reapceh 1o the nrossure in thad aran snrrounding
those wells?

-G




A, You have pressures existiny all the way from 475 pounds to 500
pounds, which is 100 pounis or so lower than *he initial field
preasure, It looks like ths pressure decline there is rather rapid
in that partioular ares,

Q. Are those wells more or less denssly spaced thin the wells further to
the south?

A, I think by observation they are more closely spaced,
Q. Any comparison between the pressure deslines in these more densely

spaced wells in comparison with ths wells to thse south which appear to be
drilled on the 160 acre unit?

MR, THOMPSON:

That last record is in April 1947, andi the majority of them have
completed since that time,

MR, NICHOLS:
Your ' question could be tied back to withdrawals in any area

regardless of the wells, Your total withdrawals on an area
basis would give you an indication,

Q. Referring to this well in the extreme southeast portion of the field, the
Peasel #1, vhat is its original rock pressure?

A. 565 pounds, Some 20 pounds lower than the initial of the field,
Q, Is it very close to any other well drilled in the areat?
A, Ko it i{sn't,

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

A, That is right,
Qe Will you compare that to some wells more recently drilled?

A, The wells in the centar section, drilled a year or so ago, soms of
the Mangum wells, had pressures in April existing between the 425

e men . 1
wound and 450 poumls somtonr,

Q. Those wers initial pressures?

4, Those were pressuresg sxisting in Aoril 1947,

The Mangum “1 was completed in February 1947, and the inltial pressure
was 492 pounds, No, 2 was conpleted in June 1947 at 454 wounds, lo, 3
was completed in July 1947 at 440 vounds,

3. How do you aceount for the fact that those wells had lower initisl pres.
sure than the Feasel lo, 1 well?

A, The drainage Peom these Lwo adjueent areas secalngly had o gresd
effect on this pressure,

0., That 1s vecause production from adjacent wells provioualy 4rilleid had so
requced the pressure in that vi-inity that in the main portion of the fleld
you find lower initial pressures?

A, That is rignt,

. ®

G, Anythine elae in particular £9 be sald apug this map?

e




A, I don't bslievs so,

Q. Mr. Nichols, state whether or not the Company caused to be made an
interference test at your suggestion on six or seven wells drilled in
this area with a spacing unit of 160 acres for each well?

A. They did,

Q. ¥ill you state in general terms how the interference test was conducted
and vhat assumptlons were necessary and what was found as a result of the
interference test?

A, I Ybelieve my letter to Mr, Thompson dated February 5, 1948
will explain that,

(Letter as follows)

*EARL A NICHOLS
Consulting Petroleum Enginser
2C00 Xidwell Street
Dallas, Texas

T3=4422
February 5, 1948

Mr, Van Thompson
Southern Union Gas Co,
Burt Building

Dallas, Texas

Deax Mr, Thompsons

g have received the charts glving the results of the recommended

: field tests, These tests were performed on the Kutz Canyon -

i Fulcher Basin Fisld in order to attempt to establish a positive,
mechanical anawer as to whather pressure interference exists across
160 acre tracts in the abtove mentioned field, It was our belief
that should such pressure intsrference exist between wells now drill-
od on approximately 160 acre svacing, one could accordingly feel that
drainage across 160 acres tracts existed,

wSeven wells whoase approximate spacing are 160 acres per well were
chnaan. They wvara tha SUP Walker #)1. SUP Walker #2. SUP Me Grath

#1, SUP Mc Grath #2, SUP McGrath #3, SUP Kattler #1, and the

SUP Hudson #2 wells, These wells were shut in at noon Janusry

9, 1948 and remalned shut in until 8:30 A.M, January 12, 1948, At
this time all of the wells except the Walker # 1 ware put on proe-

duction against a line pressure of 261 to 270 P,5.1, ga, A%t 9100

A,M, on January 13th, the surrounding wealls were taken off of the

line and blown to the air, the Valker #1 still remaining shut in,

A recording pressure chart on the well head of the Yalker # 1 well
during this t2st reveals the attashed tabulated and gravhieal re-

sults,

—

Pt is o e notleed Ut due Lo the aoraal aycle of atwospherin
temperaturs change during a 24 h:ur period, the temperature effect
on the recording instrument shows a distinctive 24 hour cyele change
on the reecorded pressures, To help elavify this effest, the pres-
sures wvers plotted versus tims of day and this grach 1s inelwled,
Tt w11l be notleed that, irregariless of thease temperzture effects,
the overall surve of pressurss for tiz sceond day lle conslderably
nbave the curve of the pressures for the first day of the sinut in
period, This 1s explained, of course, az teing the normsl builad

un of prassur: due to the well Indne shut in, [Likeulss, the curves
of pressurs for b 3rd and 4tk Jayn Vice rcespecbively higher aach
day, snowlng this ganc bulld up, The surrotnding vwells wera wut on
prouctlon, on the rorning o the Ath day, but thair effect on Wal-
5 S0 in oot alenificantly fodt oat7) the Sthoduy, It will be




poticed that the curve of pressures for the 5th day falls back be=-
low those of the (th day, very definitely indicating pressure in-
terference had reached the Walker # 1 from the outlying wells,

"In order to try to evaluate the magnitude of this pressure drop,
an erithmetic average of the pressures the last 21 hours of the
tests give 2 value of 401, 8 P,S.I. gauge. An arithmetic average
of the pressures 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 seem
like a largs drop, but after consideraing all of the reservoir fac-
tors involved, this is felt to be as large a pressure drop as one
night expect,

"It is my feeling that these tests have conclusively showm pres-
sure interference between wells now drilled on & 160 scre pattern,
It {5 further my foeling that since nressure draw down can be ex-
perienced between such wells, drainage of reservoir material across
160 aere tracts exists under such conditions,

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

Very truly yours,
/8/ Earl A, Nichols

Earl A, Nichols
EAN/1y*
The Chart accompanying Mr, Nichols! lstter was marked for identification
as Petitioner's Exhibit #4,
MR, LEA:
Lets try to identify where these wells are located,
MR, THOMPSON:

Sections 2 and 3, Township 293 Section 34, Township 30, sach in
Range 12 W,

Q. Identify for us on this map the test well - Walker No, 1, outlining
ine spacing unit of Walkur 1,

A, NE/4 Seation 3, 29 N, 12 W,

Q. %11l you identify for us the surrounding units on which the other six
vells sre located?

A, Walker #2, McGrath #3, McGrath #1, Kattler #1, Hudson #2,
Southera nion Productinn MeGrath 12,

N, Your test well is lozataed right in the niddide oY thes: othor unlts?
A, Thnt is right,

Q. Your nrassures were taken on ths Walker No, 1 Well?
A, MR, HICHOLS:

Yos, sir, those adjacent wells had bzen shut in., The pressures
throughout that whole pericd of time vwere messured on the YWalker Yell,




Q. That is, I belleve, without exception 160 acre spacing units with the well
locatsd in approximate center of the spacing unit? The fourth day is the red 1line?

A, That ia right, The fifth day fell below ths fourth day and
in certain pveriods below the third day. The pressure during the
last hour was belov the third and fourth day pressures,

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

A. Approximately 25 hours of the test,

Q. From the time the outlying wells were open to the air, how lomg did {t take
the pressure declisne to be noted in the centrally located test well?

A, The remaining wells were put on the line at 8130 a,m,, January

12th at 9)00 s'clock a.m,, January 13th twenty five hours later,

they vere takem off and put on the air, and there wvas approximately

2, hours remaining in this test,
Q. You resgard the result of this interference test as being significant?

A, I 4o,
Q. _Does it not indicate that not enly did the outlying wells pull down their own
pressures on 160 acre wmits ~ but that the outlying production also pulled dewm
the pressure on the cemtrally located test well?

A, That is right, t
Q. Is mot eash of those wells located on a regular 160 aore tract?

i, That is right.

Q. It is not noteworthy that instead of ocontinuing to build up the test well
pressure not only ceased to build up but in fast declined?

A, That is right, I think it night be expected that the well
would have contimued to build up for some ti-e longer, how long
I don't vant to say, Might be a day or a wveek,

MR, SPURRIER:

How much did 1t drop baek?

]
I3 4
A

e tha awithmatiae] avaraica in the last 21 hours.
MR, LEA:

Looking at this chart I find at the beginning of the firat day a pressure of
approxinately 381 pounds on Walker 41,

A, It varies by the hour, it started at 331 pounds,
Q. At the same hour of the seeond day the well had built up t» 338 pounts,
4, That 1ia right,
Qe Approxizataly 17 pounds builsd un,
That is right,
Q. The same howur the next day 1t had bui’t up tn approxizately /403 pounis,
A, Right,
Q. At the sams hour the fourth day the build up was aprroximabely L07 vounds,
A, Hight,

D
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Q. At the same hour the f1fth day T find e very nnticeable pressure inter-
ferense had been commenced,

A, That is right,
interference began to show un,
after the fifth day,

It was at that hour of the fifth duy that the
Thera was wndoubtedly some affect

Q. From the data available, has it been posaible for you to computs the total
gross number of cubie feet of gas which should be expected to be in the reser-
voir undar 160 agres of land?

A, Yes, it has been, There are certain assumptions one frequently
haz to use, An attempt was made to caloulate the actual reservoir
ges in place from ths avsailable reserwir data.

We had one set of core analysis data on the Cozzens #2 well, This
is certainly a minimm amount of core analysis,
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MK, NICROLS:

Thers was no consideration made as to the permeablility in determining
the effective pay., I presume you arz referring to the thickness data,
It was taken from the various drilling logs available and one or two
electric logs were taken {nto consideration,

The amount of gas - net gas you might expect to recover between 585
pounds and 150 pounds, multiplied by 5¢ per thousand eu,ft, and
alloving for State taxes, royalty and production tax Wrings th: net
down to about 84{% which would give gross income irregardless of time
of about ¥56,000 per 160 scre Woock, That does not give any eonsider~
ation to operating exvense or the present worth of a dollar, 4 lot
of these dollare are going to be obtained a number of years hence,
This i3 simply the gross income minus royalty and tax, The cost of
drilling wells would be roughly $16,000 per well varying from person
to person, That would allow a ratio of dollars returned on your
investment of about 3% to 1,

If you will take 160 acres at the present pressure average of the
field of 385 pounds. The ultimate total income to be recovered

over the years would be $30,000 after deducting royalty and taxes,
but without giving any effect to operating expenses or other factors,

MR, SILVER:

That is assuming initial well-head praessure of 385 pounds would give you
g ratio of about 1,97

A. Yes - it would glve you a ratio of about 1,9 to 1, If we look
at it a8 a 40 acre drilling unit and caloulate the ultimate returns
you might expect ir the order of $14,000 with the initial pressure
of 585 pounds. If the well cost you $16,000 you would be in the

red to begin with, If your well was drilled in an area with 385
pound pressure your total revenue would ve in the order of 37,500 and
your well would still cost 316,000,

MR, LEA:

Mr, Nichols, would you care to express an opinion from the studies made and
data reviewed - whethsr or not one well drilled on 160 acres at aporoximately
the canter could be reasonabley expzcted to drain in this field more or less
than 160 acres or exactly 160 acres,

A, I feel ths matsrial we have looked at here hags shown that the
drainage from onc well is adequate for a 187 acre dblock, You will
bz abls to drain & 180 acre block with ons vell,

Q. Are tnere any Instances wnere the gaz produced from one of thne oldeor wells
in the field excseds &he-£ield-sxeeeds the caleulated iwntity of gas inltially

in place under i&) acras,

A, Therc are savsral woells where botal production to date has already

sither exceeded or vecn very cluse o thoe 3,873,000,9°0 en, £, of
gag in 160 acres, Tho Browning and Stewars No, 4 well han produacod
over 2 billion cubile feeib; that well abill has 305 wounds of pressure

sad will undoubiedly vroduce atill more 7gus,
MR, FHGLIGH:
Yho owns that welly

MR, THRIPLOH

Ve de now -~ Sonth.orn Union rvecently bourht 44 Syon Seowning and

Shtovravt,




MR, NICHOLS:

Angels Peak, the 9-B and 10-B = between the two of them there has
been 2,600,000,000 cubic fest of gas in 160 acres, and one-half of
this is 1,300,500,000 each, whioch is approaching the 1,878,000,000,
Summit K bas prodused 1% billion and the Sumuit #2 has produced
1-1/10 billion, The Cornell wells 3 and 4 have together produced
nearly 1% billion, one half of which for each well is 7/10 billion
vith 373 pounds pressure remaining,

MR, EMGLISH:

Where you are drawing more gas off one well, would that make a difference
in your pressure? Your pressure would be lower than whers you did not
have t0 drav as musch gas?

A. Yes, sspecially if you did not have any gas from other arsas to
help re-build your pressure. Those pressure sinks had beam influenced
from some adjacent areas, This is indieated by the pressure uild-up,
There have been times vhen some areas have been shut in and have had a
considerable build up, indicating you have had pressure build-up from
these outlying areas,

MR. LEA:

In making assumptions necessary to compute the total reserves of gas under
the 160 acre tract you have taken such data as was availadle?

A. That is right,

Q. VWhere assumptions had to be made were you on the long side or on the low
side in making your estimate,

A, I feel in all these estinates ve have been optimistic in making
the necsssary assumptions for computing reserves,

(EXAMINATION OF MR, VAN THOMPSON)
MR, LEA:

Your name 1s Van Thompson and you live in Dallas?

MR, THOMPSON:
Tas, siv,

Q. You sre employasd by the Southern Union Gz Company and the Southern Union
Production Comovany?

A, That 1is right,

Q9. How long have you worked for Southern Union?
A, Sinzs 1937,

Q. VWYhat is your present capacliy?

A. I am Chief Fnginser of the Conpany 1n charge of production for
all properties,

N, Are you familiar with the gaas situvation in Kubz Ganon and Fuleher Hasin?
A, I heve been personally familiar with 1t sinee 1932,

Q. Ia it, at the present time, under your personal suporvislon?



N

Q.

opsn flow capacity, preasures, etc.?

9,

4, You haye heard Mr, Nichols testify, are his findings mede in connection
with the study of this field - have they confirmed or altered your own
conclusions?

Q.

A, Yes, sir,

Are you familiar with the statistics and data in the way of gas production,

A, That is right - our Company has accumulated this information
by years since the beginning . Ve had a practice instituted of

smutting all wells in for a week and took pressures during that

ti.‘ "er y‘r.

Was that the data made available to Mr, Nichols in the murse of his atudy?
‘. !‘s’ 'u.

A, Yes, it has convinced me that on a lot of the vells we have
drilled in the middle of the field on closer spacings we will
never get our money back out of them - it isn't economical,

Did your figures on the total reserves of gas on 160 acres

correspond with the figures Mr. Nichols has given us?

Q.

Q.

A, I would say, if anything, they would probably be a little less,
Your figures would be less than his?
A, Yes, sir,

What experience have you had in connection with unitization or more

simple form of commutization of separately owned tracts?

Q.

Q.

Q.

Q.

MR,

A, Well, during the last 1% years we have unitized about seven

different tracts into 160 acre drilling units, These have included

fee land and federal land, so far they i-ve not included any state

land,
Have you used the so—called short form of sommutization agreement in these?
A, Yes, sir,

Has your experience been satisfactory or unsstisfactory?

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

Have you commutized federal land with fee land?
A, TYes, sir,
How about commutized with federal and federsl?

A, I think we are working on onec at th2 prasent time but 1t isn't
completed,

In general, your experionce has besen good and delay has not been too bad?
4, Right,

LEA:

If the Commission please, we would like no¥w to offer in evidence Oxhibits which
have been 1identified as Petitloner!s exhiblis 1 %o 4 raspectively.

. g B




COMMISSIONSR MIL'S:
Fxhibits received,
MR, LEA:

Mr, Foster Morrell wrote a letter regarding this prccesding in his letter
suggested he would have no objection to the use of it in thia proceeding.
It may be well known that Mr, Morrell, ani{ I presume his predecessors,
have participated to some extent in the 160 acre speoing condition which
generally prevails at the present time,

He writes under date of February 10, 1948 - -

“URITED STATES
DEPARTMENT OF THE INTFRIOR
GEOLOGICAL SURVEY

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

Mr, Willis L, Lea, Jr,

Southern Union Production Company
Burt Building

Dallas, Texas

Dear Mr, lLea:

"Reference is made to your letiter of January 26, enclosing for
our information a copy of Southern Union Production Company's petition
forwvarded to the New Mexico 011 Conservation Commission requesting an
order, after notice and hearing fixing spacing requirements for wells
hereafter drilled in the Kuts Canyon-Fulcher Basin gas filelds, San Juan
County, New Mexico, You requested our opinion concerning the proper
spacing of wells in these fields,

"The essemtial facts presented in your petition are substantiated
by the records of this office, and, accordingly, this office concurs in
Your request for the establishment of a well spacing plan with a miniwum
of one well to 160 acres to promote orderly development without waste in
the Kutz Canyon and Mulcher Basin gas flelds,

"As most of the lands in these fields are public lands of the
United States, it is the desire of this office to encourage uniform and
economic development and graateost uliimete resorvery of gus from these
fields, This can be accomplished only so long as arsasonable profit
ocan be secured from capital invested, Federal leases have been developed
generally on a well spacing pattern of one well to 160 acres, except where
ncegssary to protect properties from closer spacing by offset operators,

"0nly where the market demand and marketing facilities arc unlimited
for continued expansion with the completion of additional outlets or pro-
ducing gas wells can necessary profit bs obtained tn continue development,
These conditions ars not present in the fields under consideration, Hence
the drilling of unnecessar: wells does nnt proportionately increase the
ultimate voluma of gas available for sale but instead tends to reduce the
margin of profit of all wells in the fields and to discourage proper
development of the fields.

"future developuent at a well density consistent with the
majority of past devalonment is essential to prevent injury to
neightoring lesges or nroperties and to protact equities involved,

e




"There is no objection to your use of this lettar in conneo-
tion with your petition to the Naw Mexico 041 Consmervation Commission,
As this office is very intercstel in the subject, I arpect to bes present
at the hearing in 3anta Fe on February 17,

Very truly yours,
/s/ Foster Morrell

FOSTTR MORRELL
Supervisor, 0il and Gas Operations"

no LEA:

I would like to hqye this in evidence as Petitionert's Exhibit No, 5,
I believe that is all we have at the present time,

(Exhibit No. 5 admitted),
DUDLFY CORNELL:

I votldd 1like to ask Mr, Nichols is it a fact that the conelusions vhish you
hgve drawn from your work here would supvort am avplication for pro-ration
of gas in this field on a 160 acre basis just as fully as it does on 160
acre apacing?

A, My oonclusion i3 that there is adequate drainage by one well on a
160 acre bloek,

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

A, My purpose was to determine if adequate drainage can be obtained
by one well, on a 160 acre block,

Q. If 160 acre spacing in this fiecld is used, do you have any suggestions
in handling the present wells on L0 acre svacing?

A. I haye not given the problem any consideration, I think you
will £ind some preceient set up, however,

MR, LEAs

We have always visualized this matter as 2 spacing matter. Fcr that reason
I am sure M, NiGhols uas nol approacued 1L on yiverativn,

MR, CORNELL:

I cannot see how the two problems cuan be separated, I was wondering if you
would ignore the situnation,

Mk, LEA:

I would make a statement - Here 1s the wry we see it, this fleld is 20 years
gld or more, It has been growing anl devoloning by flis ~ad ctarts over since,
but 1t 18 an old field with a rather loose spacing romulation vhich o proe
vailed during nost of the time, It is only natural there have grown up

severa) inequitiss where the spacing of units is too close to larger adjoining
units, I have your situation in mind among others, Pro-ration may have to
come to the Kutz Canon-Fulcher Basin field on a propar pro-ration oroposal, I
can say now my Company will hava no ohjection tec pro-ration but we will be very
much intereated because of the additlonal burden cast uoon ns by oro-ration, and
I think the Commission wlll be very much Iintsrested because of the additional
burden of administering pro-ration,




MR, CORNELL:

You have referred to my own situation, makes it personal - I would like to ask
Mr, Thompson one or two questions,

You have an 80 acre lease on which you have two wells known as the Cornell.8UG
3 and 4?

MR, THOMPSON:
That is right, yes, sir,

MR. CORNFLL:

And that 80 is entirely surrounded by acreage 1 am interestad im,
MR, THOMPSON:
I am not sure it is surrounded on the south,

MR, CORNILL:

Yes, air, How {ar do you think those two wells are diaining?
MR, THOMPSON:
They are draining considerably more than 80 acres,

(CONTINUFD ON PAGE 17)




Yo In this study you say it iu draining across Lae 160 sores, would you
sasy this dralning would go . ~dle fro~ bhe velly

A, Wo, I wouldn't say it is dralnia it Pars That vonld be a sdf
section in each direciion.

we fregupposing 160 acre spuclng, tas dreioage woild jo uscrosg the naxt 40
acres?

A, les, sir.

o 4 well located such as that would at least drain the 40 acres adjoining it
A That is correct,

Qe With an 80 acre lease - 2 = 40 acres on east, mwest, north and south,

8 = 4043 plus the 80 you have, your two wells would be effective draining 540
scres?

A. In the petition we are asking for 160 scres minirmm spacing and the
purpose is to prevent what is happening right there,

Qe I am simply meking a little amgument for this pro=ration; wouldn's it
bs irue those two wells would be draining effective €640 acres?

A, iPosslbly so. e are contending one well would drain 160,

Gs If your spscing rule is oput into effect without proe-ration those two
walls will continue to drain 540 scres.

¥ite LEA2

I don't believe the witness is in agreement with you that the two wells were
draining 640 acres. It is conceded that one well will drain 180 acres,

MR, SILVER:

You make a presumption that Mr, Kichols nas provad that, I don't believe
ths Commlssison has yet admitted that,

¥R, LEAz

My statement was I did not tnink the evidence submitted would substantiate
the idea, or that the witness agreed, thst the ivo wells would drain the
540 acres.

¥Re SILVER:

lio one has admitted that g well would drein the 130,

YR. LoAs

Ge ace willing to grant to lirs Cornell the two ~wells vefercadt o do Jval
Sore Gasn wha B0 zered on which thay are located,

cre ey rooadh oy ey stanesend bivdiag on this Lovidseion,

) T




¥R, CORNELL3

I agree with the witnesses from the stundpoint of the econonics of drilling
these wells on the 40 gcres, but the apacing rule without a follow-up with

a pro-ration order, I think is just doing one~half the job, and creates
additional inequalities. I would like to 3uggest what we need for this
field is a pro-ration order, ratable taking and common purchaser act, I
would like to suggest to this Commission that some leader appoint a committee
to present such legislation for the next legislature, that it be carefully
prepared and operators have a chance to voice thelr suggestions and at this
next legislature all the operators combinsd with their influence, to the end
we do obtain a common purchaser and ratable teking law for gas. I think there
has been changeon some operators in this subject. I think it 2ies into this
application here, ‘

I would 1like to ask another gquestion - Mr. Nichols, with reference to your
interference test of the seven wells, isn't it a fact that the original
pressures on those wells differ and that their open flow potentials are
different.

MR, NICHOLS:

That is right, I am sure it is.

Q¢ Very considerable difference isn't there?
As I can check them and see.

Qs I would like to develop more fully in the economics in those wells, the
smount of gas withdrawn and their open f{low potentials,

A. In the interference test all the mesasurements were made on one well,
the Walker No. 1. Irregardless of the open flow potentials and the
pressures on the surrcunding wells the pressures on this well built up to
the rifth day and then dropped back, The only difference which the open
flow potentiils of the surrounding wells might make would be in the quan-
ity of gas produced from them during the test, which in turn might in-
fluence only the magnitude of the pressure drop during that time,

MR, THOMPSON:

Hudson #R well had an open flow in January 1948 of 560 MCF, McUrath #1 of 418
MCF, MoGrath #2 140 MCF, McGrath #3, 396 MCF - Walker No, 1 584 MCF

Qe I did not have in mind proving anything particularly, but thought that
information should be in the record.

) .
e SILVER:

How are these wells gauged?
HR, NICHOLS:
The walker NWo. 1 well hnd & reconding dnstrunent on tha Joll hoad,

o What kind of rzeording instrament, dead woight?

o

YA TN ES
THGU2E0MN

Mile
Brigtol Spring Gavge —« rosovdiag sougse
Qs Mr, Nichols, you are familiar with spring gauges, 1o your Ruowledys isnlt
it true spring gauges have vardation of five to 10 pounds. In w3z of spring
guages they have to he tested ngalust larger testsd pgauges?

A, That is true in any type of gauge.
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Qe In Sections 11 and 14, township 29 N, range 10 W, wasn't there coasiderable
variation in rock pressure when the wells were brought in7

Ao I think that is brought out in the exhibit showing initial field
pressures and pressures of wells drilled later in the life of the field,

Qe Isnf't it true that the pressure measured on a well is in part functional
of the length of time iz which that well is allowed to remain idle?

A. Your btuild-up time certainly affects the pressure measurements,

Qe Isn't it slso true that the permeabllity changes and that the lower the
permeavility the longer the pressure build-up required to reach stabilization?

A. T am not aware the permeability changes in a given field,

Qe I have the permsability as given me here. (Quoting certain figures noted from
evidence).

Ay The permsadbilities you are reading there are indivudual measurements
on individual feet -~ one sample for each foot. That {s norwal in any kind
of reservoir, Permegbility of a given foot is constant and does not change
during l1ife of the well,

Q Isn't it trus the permeability in this well, which is the only well in the
field that has core analysis, is aot a good test of the permeability?

As In what manner?

Q. In that one well, if the variation of permeability is so great from foot
to foot vertically, then conceiveably the permeability from foot to foot
horizontally is just as great.

A. Getting back to your point, it is true that the amount of our core
analysis data is on the low side. I pointed out early in my discussion
that we hed in that instance a minimum of data, and that we had to assume
certain things - for example the deviation factor,

Qs I have no objections to your deviaticn value,

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

Qe The point I was attempting to bring out was the very serious effedt
permeablility would have on your concept of drainage across 160 acres - I wanted
to point the panner in which they affect that,

Ae I think we can approach it from this angle; the permeability is a
moasure of the rate at which a well can produce; but not & measure oi the
total amount it will produce, Fermeability times feet will be an index
of the open flow, rotentials on every well in the field are not exactly
the saxe,

- -

(e That is exactly vipght,

Hle THOMPSENMNS

e SELNER

Ve have a fisld of our oan on wihich we owi consldsrable part or najority of
acreage in the San Juan Basin that has almost exactly simdlay reservolr condi-
tions. Any decision the Cormisgion imhght weke with rospoct o your field wlll
certainly have a bearing on a field almost exactly like it geologically, 'e
have no opinion as to what the well spacing should be dn this field, e are
only lnterasted in finding out whet the =ost ccononde spacing would be,

g £7




Therefore, we are vitally interested in this case. That will determine what

the economic spacing ia in our field, Therefore, I want to bring out some of the
inadequate data presented by Mr, Nichols, The fact that an additional temt should
be made wnich may aid the Commission to determine the type of drainage on 160
acre specing they would want, but by 160 acre spacing the data presented today,

I do not think is adequate, By meeting with ¥r, Nichols I believe we could find
out,

MR, NICHOLS:

Back to about the last point I made in regard to tetal production from
certain blocks ~ that is based on porosity. It does not tie back into
pernaeability or productivity,

MR, SILVER:
As I stated before, I thought you were over generous in the amount of gus in place,

A, That fact tied with the actual production from some of these wells is
pretty hard to overlooke

MR, SILVER:

Lett's go into the problea of reservoir development — sach well i3 a sink and
each fleld is in itself a larger sink within g known gas area, I think thers are
men in this audience who kmow there have beun wells drilled ocutside this field
which have encountered gas and that gas has been non-commerclal. It is entirely
conceivable this is the only commercial gus production in the area, If you have
a sink here what is the optimum number of wells draining this basin.

Ay That is an economic problem. I think the productivity of the wells is
related directly to permeability, I think the fact that there has been
greater production from these wells on the 160 acre block than the total
original gas in place proves very definitely drainage across thosze areas,

MR, SILVER:

I do not believe this whole heartedly myself, but as a point of reasonable
doubt, Wr, Thompson, you have drilled many wells in the area, the United States
Geological Survey in its professional paper No, 134, by Yr, J. B. Reeside, Jr.,

glves the thicknese of the Picture Cliff sand zone in this zone dbetween 75 and
295 ocmax feat,

LR -

MR, THOMPSON2




Therefore, we are vitally interested in this case, That will delermine what

the economic spacing 1s in our field, Therefore, I want to bring out some of the
inadequate data presented by Mr, Nichols, The fact that an additional test should
be made which may aid the Commission to determine the type of drainage on 160
acre spacing they would want, but by 160 acre spacing the data presented today,

I do not think is adequate, By meeting with Mr, Nichols I belisve we could find
Out.

MR. NICHOLS3

Back to about the last point I made in regard to tetal production from
certain blocks ~ that is based on porosity. It does not tie back into
permeability or productivity,

MR, SILVERs
As I stated before, I thought you were over generous in the amount of gas in place,

As That fact tied with ths actual production from some of thess wells is
pretty hard to overlook,

NR. SILVER:

let's go into the problem of reservoir development — each well is a eink and
each field is in itself a larger sink within a known gas area, I think there are
son in this audience who know there have been wells drilled outside this field
which have encountered gas and that gas has been non-commercial. It is entirely
conceivable this is the only commercial gas production in the area., If you have
a sink here what is the optimum number of wells draining this basin.

Ae That {8 an economic problem. I think the productivity of the wells is
related directly to permeability., I think the fact that there has been
greater production from these wells on the 160 acre block 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 reasonable
doubt, Mr, Thompson, you have drilled many wells in the srea, the United States
Geologicsl Survey in its professional paper No, 134, by lr, J. B. Reeslide, Jr.,
gives the thickness of the Picture Cliff sand zone in this zone between 75 and
225 gross feet,

MR, THOMPSON:

The greoss and effective thickness are two different things.
MR, SILVER:

Q+ We have cored as mich a8 25 Yeet of such sand and found the cors bleeding
gas all vhe way,

MR, THAAPODN e

This appesars i wells of that lLypa as well as sells of thicknesses of 10
and 12 feet,

e BILVER:

. e o o Ce . L
o Yo pet some Lnflux of dralns: > of ras upsapd Teom Lhe Jovey doeoeoililr

¢ TIs it in the lower part?
Mite STILVER:

e Usually it is In the lower part bab you goi slveais of highce sovonabliiiy
with lower permeability,

MRe COITLL:

Jire Hichols, you stated in your oplaloen 72n of the gas underilying 160 acres ~would
o owlbixravn nnder 160 asre spacing = koo ruch do you think uader 40 cere apncingt




UR. NICHILS:

1 I said it was, if we want o0 assume the abandonment pressure of 150#, it would

be 72%.

Qe What would be the recovery from 40 acre block as compared to 150 acres?

A. You would have } as much gas,
Q. How much gas 1s going to be missed in the sand - sporoximately 28% of the gas?

A, It would be the same percentage if your pressure was brought to the same
pressure regardliess of size of the unit,

MR. SILVER:
You could withdraw more gas on 40 acre spacing than 160 acres,

A. That 1is an economical problem, I don't know why you could,
Qe This isn't economics, I am just helping ¥r. Cornell get his point.

Ao TYou could take it to absolute zero pressure tut you would be there
an awful long time,

MR. ENGLISH:

Finishing the wells - the Picture Cliff wells have all got coal and water just
asbove the pay zons. I wonder if it would nmake any difference in the finishing of
the well = if it would make any difference in your pressures, We drilled z well
and got 4 more gas — we cemented off some of that gas, I wondered if that would
make axy difference in your preasure?

As If you cemented the casing above that water it would make some differ-
ence,

Qs Some of these wells you are getting your figures off of ~ if they are wells
of bad completion jobs and have some water in the well bore,

MR, THOMPSON:

We have siphon lines in every one, even then we get pressure that will be
10 to 20 pounds low,

¥R, NICHOLS:

If your well bore goes into the main part of Picture Cliff sand your build=-
up on that well is determined by the oermeability ~ your pressure would be

COLUESSIONER IS

One quesilon was ackeu & did not jgei
Lne ansyer on = someone asksd 1f ib
would ba nore complets veeovery of gao
with 2 well on 40 acyes than 130 acros.

v g
P, LIICHOLS:

If your pressure over ine winle blosk, whethee it Le 40 sr 100 aspros; 1s
drawn dowa to 180§ your gus recuvery peccentage would be the same.vecover,

of gasg fror a 40 acre block would ve 3 of the gas recoverea froan o L0
acre LlOCK,
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Lot me get this question clear - take a 40 acrs uunit ag opposad to a 14D acre
anite KL durlng the corrercially productive 1ifo of this field you wsd ang well
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1= 1t just & question of time?
MR. NICHOLS:

If your pressure is stabilised, if you draw down that whole area to 150#

ths same in any geographical srea, if your complete 40 acre block is drawn
down to exactly 150#, you would geg 4 of what is recoversble on the 180

scre block drawn down to exactly 150#. Those things are true because equal
withdrawals in & given unit will be as your pressure is drswn down; Just

the same in & large area as a small. You will get the gas out one way or the
other, It is this question of drainage from 160 acres being adequate and I
believe it 1is,

MR, LEA3:

Given a reascnable period of time, which might be measured by the economic life
of the field, would your pressure equalisation of 160 acres with one well be
substantially all the way across that 160 acres?

A, 1If your permeasbility from one area to another is substantially the
same, whether foot by foot does not matter - the permesbility times the
feet is uniform geographically, the answer is yes.

MR. LEA:

Would you be able to state from the study of this field and from the data avail-
able that there exists, generally speaking, that type of permeability - are you

satisfied there is drainage across 160 acre tracts by virtue of permeability of
the areaa?

Ae I believe sbout the first thing we introduced was that those wells
drilled later in the life of the field had initisl pressures considerably
lower than the field initial of 585#. Those were taken where they might
happen to hit and have indicated that generally spealking you bave suffie
clsnt permesbility for drainage over large areas,

¥R. ALBERT GREER:

In your first exhibit you have shown thage wells - the new wells coms in
with pressurs between the old {ield pressure and the initial field press-—
ure. In other words, you found a pressure differential which here approx-
imstes 1004, You made the statement that the wells would probably have to be
abandoned at 150# pressure which I assume to be the seven day shut-in press-
ure you have recorded,

MR, NICHOLS:

I do not believe I stated that they had to be abandoned at 150%, This 150#
arbitrarily has been set as vpossible abandonment pressure.

HR. GIEER:

Thare would s3%ill be o prasgsure differontial hobwesn the old rells and
?’i‘ells »

A

e HIGHOLSs
These wells vary rron well to well,  Lven drilled ot 2 [iven than thorg i

as mach as 704 difference from well wo well, [t wonkt depond on

LOra vou
drilled your well,

N

Re GitrR2

Too, ien't the differential increasin;; as the pressure in the old field

decliinss,
My NICHOLS:

3 a0t deciinding by onrecniages.
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MR, GRIER:

At 150# for the fiecld wa moy expect a differential oi 150 or 200#.
MR. THOMPSON:

I don't think there will be any new wells at that point,

MR. GREER:

I was assuming there would be - doesn't that 200# represent additional recov- .
erable gas if the wells had been drilled ou closer specing?

MR. THOMPSON:

If you found & position to drill where that was true - but that would be
uneconomical, don't you think?

MR. GREER:

I think that ought to be decided by the Commission. Approximately 3/4
‘of the gas originally in the place would still be there,

ER. THOMPSON:

This well = & theoretical well - what is the actual pressure -~ 150 plus
2W - - o

MR. GREER:

®Would there be a greater recovery of gas with denser spacing - tnere will
be more, Just how mich you are just about to figure out,

MR. NICHOLS:s

If your pressure is 365§ and initial 600# you would have approximately

61% of your pressure remaining or approximately 1,100,000,000 cu, ft, of
gas. At 150 we have a little over 500,000,000 remaining, which would
amount to a difference of 500 or 600 =million that could bs obtained be—
twesn 365# and 1504,

MR. GREER:

Which represents a very large volume of gas when you consider a large fisld,

m. NICHOI.S!

On & 180 acre block at 5¢ a thousand, it would be about £30,000 derived.
MR. GREER:

If ths operator could reduce the coat from 14 or 15 thousand dollswvs te 10
thousaud dollars he would have a ratic of % to 1 and could do it economice
myn

(e BICHOLSL:

If your drillinz cost could be roducad Lhat greab; laoss cosdiilony wonid
nold true,

iite UREER:

That is one thing possibly an opsralor could doe

ile NACHDLE:

It doesn't prove that cleser spacings would recover more gus -~ if yomr
vressure reduction s such that you have egualizalion of prossuare of 1500

owor Lhe eative area you will recover the sace auount of gas reguardlesz of
well density,

s
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MR. GREER:

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

We have a great draw down but spacings are not changed, The operators
believed they would recover more oil or gas due to the fact that they get
greater production, Draw down of approximately 400# in adjoining wells
that cansed draw-down of 2§ in the adjoining wells was very amall.

MR, NICHOLS:
But is an indication of differential,
R, GREER:

You will have that anywhere in the United States. The question is ons of
how much will it draw down and how much will it affect it,

MR, THOMPSON:

I think these wells shown in the outlying area - ahow that,
MR, GREER:

What percentage?

MR, THOMPSON3

It is 150 compared with 600¢. You are assuming pressure of some theo-
retical amount in the cutlying area,

MR. GREER:

You do not have evidence to support that and we don't inow it will do it,
MR. THGLPSON:

You have got drainage across there.
MR, GREER:

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

is left in the reservoir that you could have produced?

Spacing on 180 acres it would be adjoining wells on your spacinss. %e can
take wells in most of the fields of New lexico and #West Texas and you will
find the same type of pressure interference between wells on adjoining units,
That factor alone is not sufficient evidence, it is a minor important con-
sideration. The well spacing itself - it is going to result to the unrecov-
erable gas and cost of drilling the wells, There is a question 1t irill be a
considerable aqount of zas left,




WRe THOMPSON:

I don't follow yous If you drilled a well on 160 acres - w» are Loin% to

abandon that partiocular well at 1607, you could not possibly have 360/ pressure
inside the unit.

MR. GREER:

Ve are not talking about ncw wells = two or three nmiles in soiw ouses, in
most cases they are off to the sides ~ the average.

MR, THOMPSON:

In some cases they are 160 aocres from the old wells.

MR. GREKR:
When you have that you have no dirfferential at all,
MR. THOMPSON:

All these wells had not besn produced at all when this was taken. That was
a dead seotion, no production beins taken out there at all,

MR. GRVER:e
let's take a olose one - 4157, that is a difference of 60/ on a 160 aere unit,
MR, THOMPSON:

This well wasn't being produced at the time. It had just been drilled. Then
you comnect it with the pipe line it will immediately start declining, You
would have an area of 1/4 or l/b mile - everywherc else where you had a well
comeocted with the pipeline it will be comingz down in pressure,

MR. GRFER:

So would the well drilled five miles away, but how far would it deplete the

area? Mr. Morrell said something about inadequats market for all tic wells

and the drilling of additional weolls would further decrease the Sake fron

any individual well, It was his opinion 180 acre spacing would tend to alleviate
that situation. It agpears toc me 160 acres would tend to agrravate ratcher

than alleviate, There arec a great many wells now drilled that lie on the inside
of enmy pertiscular bloek but the compary drilled the well, which is greater

than 1320 feet from the edge of the lease, T\is well tuen does not force the
offset on the adjoining lease. If the 160 acre spacing is taken up a groatr

rmany rnore offsets will be forced and required tnru is now exisbing inu the field

on 40 acre spscing ruling. I we %&V( this inTormailon sveannked tolday ag
corroct, a nan vould have tho right aud rl»il\ @ To oay wo the land ovacrs -

I do not believe 1 san LCO)?HlPallj drlll Shis sell on 49 o sres - 1% is poasible
heo can unitlzs wiith serooss or ho Wl hava oo reasoanbhle oxouse Por oaot Svilides
a well himscelf, luﬂ acrbu, he nu.lm nodl have Lha cexcase or roneon for otol drilll
the well and you would have additionsl weils drill. vl net Mre:l ov regilred L
think for the 180 zeove spaeliy vwou vagiive o0 30 or 2O o0fgels 1o he A
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to disagree with you.
A, The government thinks this is the loglcal thing to do. It will depend
on how your lease is wriiten up. 1 belleve ihey are fcderal leases in
the Kutz Canon area -~ - =

MR, BHGLISH:

The majority of then,

LR. ORLAR:

I believe this should be taken into consideration.

¥R. THOMPSO¥:

Richols and I checked the amount of gas withdrawals from the two fields for
last year, The average take {rom the whole field was 17% of its open flow.

HR. QRYER1

You feel any wells in those fields would be granted an allowable to what it
has been in the past, regardless of the production and spacing.

R. THOMPSON:3

I did not follow you at all,

MR. GREER:

I believe if you will show the government aoreage in these fields you will
find approximately 1§ or 20 additional locations which will be forced if the
160 sore ruling is upheld,

MR, THO¥PSON:

Wny on 180 if it is not belng forced on 407

LR. GR-ERs

Some of the wells now drilled are more than 1320 feet fron the edge of the leaso,
¥Re THOMPSON:

I beliewe that is a problem of the Univea states ucolopiceal Survuys
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facetious in the least - ir. iichols'
figures were necessarily predioted on 5¢
a thousand but also the prioces were assumed.

2R. CRIER?

Additional recoverable pas left in the ground more from it and possibly additional
wella., Just how much gas would be left is the question.

COVIISSIONBR MILNGS:

The point 1 am interested in is as to the

recovery. It may become more valuable -~ but

the resovery la what I am interested in,
MANUEL SANCHEZ s

Wouldn't your regulations have to be changed then! It is 2 matter to be
considered at the time. Then the time comes if you can recover it below 150G
economioally, isn't that the time tc come in and pass regulations?

L MISSTOMR MILES:

If it could be recovered now tiat would be
the tire to consider it.

iH. SANCHEZ:

Has there sver been any basic figure fixed upon which recovery at the present
time could not be had economically?

I think that varies both with your drilling oost and oporating expense in any
given areas; I think it would be considerably misleading for me t. Try to give
& point such as that,.

R, GRPER:

It 1s conceivable all gas could be recovered on 160 acre basis - 1t is better
for the operators to get topether and decide among themselves as to what they
prefer, Certainly an operator is not going to drill & well cloger thar he feels
he can recover gas economically in and at the gaze time he wo.ld like t> be alle
to drill on asmaller arsa 1f he feels he can.
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from vilde sreas. If the present spaclny rule prevails « [ have heasd some
corznents thai nade me wonder vihiether semsoune would really like 4o sec 240

or 320 aore spacing, but so lon; as bie present 40 acre ruling yrevalls in

these fields some 20 years old - where pressures have declined without

exoeption beoause of adjoining wells - we contend there is ample drainage

aoross 160 acres. 1/5 of the pas has already been taen outs To lcave the
apacing like it ias will peruit or perhaps encourage the drillin; of wells on

& 40 eore baois, and ia sotually golng to reduce the value of gas produced

from that field besocause of additional operating cost, ultimately, tv the man
interested in getting value from that gass My people are convinced we should
have had 180 acres in the field all the time, To & large extent we have, in
fact, operated on the basls of 160 acres; {t is the smmllest aren that we think
1s a proper spaoing unit. It isn't really feasible to try to unitize any
smaller, but if you did you would almost be compelled to gzo to 40 acres. There
might be some gas in remote areas that will never be rscovered but we cannot

see the eoonomics of it., ‘e can see it is liable to permit and encourage the
operators to drill to their own self-destruotions I think we are all interested
in getting the most gas for the least money. Ve wmnt all the ges we can produce
consistently with reasonable inveatment, It will naturally take longer teo pet
that 71 of the total reserves out of one well on 160 acres than it will take
with one well on each 40 aoresj; as preassures get lower and lower it is naturally
going to produce less,

#ith the Southern Union Compressor Station serving this area - it is now some
2000 I - and the gathering lines and with 160 acre apaoing prevailing we aren't
oconcerned about our ability to get the gaasa out of there. There is a definite
danger to anybody owning aud operating in that field under a gpacing rule that
will permit the drilling of wells on 40 acre units, e have just had an example
of it « wo have some wells located on like units, under the rule of the Commission
and don't criticite it. Under your rules, howsver, it was proposed recently to
drill a well up in the neck of three 160 acre units 330 feot from each of them.
Such well would require a 3 way offset and that kind of thing ian't even 40 acre
spacing. We would be forced to pay compensatory royzliy or drill three wells to
offset - I &1 sure my figures are right and the distance between those wells is
only 660 feet. If that is not 10 acre spaocing I am badly nigtsken. It is this
very situation that brought this matter bofore tihis Coxmission. The well was
re-loosted before it was commenced and put in the center of a 160 acre unit,

Yie sincerely have brought this thing to the Comulssion beceause we folt that
something had to be done. Ve are drilling ia an old ares where 1/3 of the pas
iz elready gome. As to the old wellg on amall units, the wells were drilled
properly and lswfully at the time. They are there and if we had it all to do
over again we wouldn't drill them in some casess Vhether that is true with

some other pecople I don't kmow, tut there the wells are anid we camnot do anything
about ite ¥We do know that one well will drain more than 160 acras of lend if
#iven a reasonable opportunity in point af tinma. e appart 1AN anwsn haanaea
that is the generally established apacinge.
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JULGEH SBETH1

On behalf of the Stanolind 0il Company I an inastructed to advise the Coumission
they have no objection, but believe the spacing should be larger than the 160
acres in these pools of gas.

DUDLEY CORUELLs

kre. A. Greer hss been informal chairman of independent opcretors, and he asked
me to ask that a copy of these exhibits be nade available - and that the independent
operators be allowed a rebuttal at the next meebting of the Conmiassion.

MR, LEA1

1 don't know what that means exaotly, but it strikes me a little singular. Ve
wont to the extrems of mailing to each person a copy of our petition with the
suggestion that we exchange information with a view to ending our business
properly at this hearing, I do not comprehend exactly why it should be necessary
under those oconditions - adequate notice has been piven and we had no request
from axyone for information. /e did not hear from Xr. Cornell. Ye are not

denying the opportunity to anyone tc be heard in thie maiter, but I believe the
opportunity hea been pgiven.

MR. SILVERS

I would like to make a statement for my employer. As I said before, we have
no particular deaire about well spacing other than the most economicale e
have a peculiar problem in San Juan Basin oi' having a2 like permeability of
sand struocture, productive areas which are not too well undersitood to the
present day. We do not particularly have any preference in this fleld, we
have a small ancunt of acreasge on which we probably will never drill, We
would like to see, if posmsible, additional date on this field as time goes

on. 3o far as the 160 acre spacing is concerned, it 1s entirely feasible

that a greater or lesser spacing might be desirable. That should be determined
from the economic facsts. We would like to see the data given hsre today given
to us in some form.

COLHIBSINH IR HITLS:

¥r. Lea, you do not feel you can operate
on less than 160 acres from an economiscal
gtandpolit?

M. LEA:

e sincerely think it would bz a nistalte to do ib. Mr, Hichols' fipures assume
216,000.00 cost and a 57 rate on present day conditions. 11 you could find a
spot where & well drilled could produce 535 snd you drill on 40 asres, tho
only thing other than 160 acres that is feasiblc, you would recover only 370
of your invesbrond Jdisregucding onorabing costh ool Jaresavdaing thee fzet that
it would take youw years to do 14 iy, If youw drill oo wedl iU 4007 of prosaurs
you would recover ~ asmwuedng vou hed Bhig Hiad of onnlivion; exacbly ouc=half
sour origiual iLuvestoent.

Y. UHLISH

VYo fellows have boen Gulking on prosoors 211 iy vl s
wi1lions of feel you coild get,
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wells at 318,000.00 a wrll ~ would be almost $38,000,000.00 you would have Yo
spend, It would be irmossible to ever recover the original lavestuent.

MR. LA

My statemont was made on the same assumption, w 400 well could never produce
the same quantity of gas asz a §35; well.

HR. EHGLISH?
You fellows have snything againat ratable taking?
MR, L3A:

Ro., But about & year ago there was a bill appeared - about a year age - and it
was the most immature I have seen. Ii we are going to have one, let's have a
good one,

COMMISSION R MILES:

That was the only bill presented, you had the
aams opportunity of anybody else to present
one. The meeting was called for the purpose
of discussing it and that should not be taken
a8 an example.

MR, LEAS

1 did not mean to suggest that at all, but the fact does remain that a bill was
presented and we thought it a bad one and had to oppose it. Pro«ration may come
to this field, perhaps it should. There are people in the field today that
would be hurt by this. Our cnly question about pro-ration would be the
additional burden ¢n the operators and the Commission.

COLMISSIOHAR MILLS

This is8 a matter to comec befors the Legislature
and nobt this Comnisslons

¥R GRELR:

I would like to request that the Commigsion consider the offsets that will be
required if a 180 more specing ruling is upheld or in deciding on spacing ruling
that they be taken ingbo consideration; and the reason for that being onusidered
I would rerer wu . Tostor Y¥errellls letter in which he remarks about the
market, and the increased nuiber of wells causing the productiou frow sach well

to be so smrll as to make it uncconomical To Arill additional wellge. Also Ule

\ rule & - 40 soras to a undt, and establishing o great number of bad spaced
1 ‘ s oL . . . - -
wlls throughout the fizld, T doubbt that the averase svacing in the fileolad

exgeads 120 peress T do nobv believe the rataining of Lhoe 47 acre sosoiug wals
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In tl:e Fulcher Basin fields, 40 of thie wells on J. 5. land, in nuaber 21 on
U.S. land, 31 on fee land - a total of 2. Xuts Canon is & total of 10,280
acres, of the federal interest represents 36%, of the fee 47, Twenty-five
weolls have been completed, 24 of those 25 wells are on our federal land, with
the control we have under the lease act and federal leases in Xutz Canon, we
have 96% of the asresge developed bty 967 of the wells. Golng back somewhat
into history of the dewelopment, I think the wholse picture is somewhat compli-
cated by the variance of opinions of individuals versus ocompanies which we
always have with us, but our position is one that equity should be provided
regardless of whether the operator is a major company or an individual or
amall company. The facts with respect to development are indiocnted in a wvery
short statement I reported recently to Washington, that during tie past six
years wells inoreaszed frum 8 as of December 81, 1941 in Fulcher Basin only

to 15 as of December 31, 1944 and 51 es of December 31, 13947. A retio of 8
to 51 or over six times increase. The fleld withdrawals during that period
is rapresented by the figures of 1 billion ocu. £t. for 1942, 1.9 billien in
1945, and 2.8 billion in 1547. %That is a ratio of oms to 2,6, We have a
mmber cf outlying producing wells but the number of wells incrensed § times
and the market inoreased by only 2.6 on all wells in the same periods. The
withdrawal per unit decreased.

¥R, ENGLISH:
Have they been taking wll that gas?

A, They have a market for all the gas,
!R, ENGLISH»

If you are furnishing gas from Barker you wouldn't be taking as much pgas from
Fulcher Basin?

R. HORRELL1!

Barker comes into the pipeline south of Kutz Canyon and does not affect the
deliverics in tho Kuts Canyon - Fulcher Basin arca,

Any market from any field will depend on deliverability of the zus from that
field, and deliverability depends on the open flow capacity. You can't get
sway from pressure at the rate to which the wells can get it up.

R, BAGLISHS

it one fime +thay had the same pressure in eash field., You are not poing to
try and tell me there iesn't any more gas than before. How do you know this
Yield won't reach out anid take in o large srzaf
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whether you hurt the reservolr by taldn:; sore le certainly an open questlon,
R, TURRPLLe

It has boen debated for the last 30 years and there haa been wery little proof
otherwise. You are pgetting to the natter of rate at which a reservoir will
re-charge itgelf. If you pull it out too fast when it comes you are going to
have to sit there and wait for it.

VR. GREFR:
I do not believe you could find evidence to substantiate that.
MR, SILVER:

This field and your data given - more gas by harder draws and I believe it
will be substantiated,

¥R, THOMrSOM1

said the average annual take was 17% of its open flow, I don't inow of a
field in the country that is beinz given a dbetter pull than that.

MR, MORRELLa

In the earlier days of development, there were certain spacing exceptions made
before it was determined that a 160 acre spacing was the most economical and
best for the reservoir - at that time by agreement with both Southern Unlon
Gas and Dudley Cornell in commection with the dewvelopment of the Fulsher Basin
field, the only one active at that time - we set up 160 acre units. F.A.W.
had the 840 acre limitation and at the request of Cornell and Southern Unlon
Gas, several 160 acre exoceptions were made.

MR, CUGRNELL:
Southern Union Gas refussed to join with me in my asplication at that time.
MR, MIORRELL

The fact waea that we had 180 aore spacing and the Jil Conservation Commigsion
adopted an order for that field - Order 551 effective in June 1943,

On application from private land operators and after a hewaring of the Comalssion,
the Comnisslon cancelled the order. The Inborstate Compact Unrindssion masde a
recommendation that well spRcing udopiud luelinng t’s‘c war should be osnkimed
wherever feasible to proteot equities. 24 great additional developwent - thig
incrcess from 16 to 31 over a three ysor perlod hins been to a sonsiderable
extent caused by the recent develoyient on orivate louds alowg Uie aniias

Rivore I think they are entitled L5 nll the gos underns atn vholr ground aand
suould be givn conalderatlouo, buk I odontd thu]f hat worcese hould seb o
spacing Cor the entire field. hot the Comdasion coudd do aud siwmild do hos
been pointed out in the testirony, 7uie anly eother thimg I csuld guoe ab wshis
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drilling. e made this as to cash location and wherever e possible loocation
might be we take into considerstior all known facts, If wo think there is
drainage we will call on you to show cause why you shouldn't drill. You have
& chance to show us and if the information is adequate that is all there is
to ite Our office at Roswell has leaned over backwards on the spacing matter
in Fulcher Basin, primarily because of the smsll type of produotion obtained,
To let this thing come to a head where it can get to & point of development -
I have in mind a tract surrouded by four wells, immediately adjoining that
120 on which we have asked Byrd-Frost to drill one well, but if the Commiasion
does not see fit to protect the equity of operators who have already drilled
and allows umneceasary wells to be drilled on 40 sore tracts - - -

YR, BNGLISH:

‘What well i{s that?

MR, MCRRELLS

Thet is the Byrd-Frcat Hudson.

MR, ENGLISH:

You don't ocnsider that a gas well?

MR. ¥ORRBLL1

That i3 & gas well of the type being ocompleted in that field.

If the Commission does not see fit to set up a minimm spasing for that, more
than 40 acres and up to 160, it may become necessary for us to sasentially draw
a fenoe around private operations by requiring offsets wheres we have a blook of
acreage on 160 acre spacing. ‘e don't want to do that, that is false economy.
The testimony presented has ghown thig is more a matter of eoonomics than any-
thing else, I would like to talke exception to Mr. Greer's statements as to

the gas lsft in the ground, T!ere will not be any more gas in the 160 than

the 40, I would also like to correot a statement made by ¥r. Silver - you szaid
you had an identical field.

MR. SILVER:

I meant the geologiocel boundaries - type of formation, are, conditions of
acoumilation, everything but the pressurs.

HRe L0RBLLS
Would you narme thab for the record - the name of the field?
1, SILVERS

Blanco floid ~ tvu srolucing zones, teee Yerde for wihlon a0d loind LooXxoub
sandstone. 4400 feet anl woproxinmutely 5051 feet.
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M. SILVLR1:

I meant what aotion the Comudseion might teake on low permeabllity reservoir,
it i3 eoconomically & marginal reservoilr, has to be produced as suchs e feel
alsoc our regervoir micht be marginal reservoir and will have to be produced as
such. The aotion of the Commission im tais omse will have some bearing on
our field.

MR, HORRELL:
Did you have in mind a spaocing of 160 acres or more.

MR, SILVEIR:

Our pressure is greater. WNe could mot conceivably see less than 320 acre

lp‘ﬂihg.
*R. HORREBLL1

As I recall, the south of your present wells at San Jumn, the river crosses
your strustures on which there is considerable land, The same quostion could
arise in the Blanco area as in Fulcher Basin.

It may be a good {dea to make an application to the 0il Conservation Commission
before it gets out of hand,

R, SILVER:

We feel we cannot digcuss it with the 0il Conservation Commisaion without a
geological survey.

YR, LEA:

Yours is a new field?

¥R. SILVER:

Yo, it i3 fully as cld as Fulcher Basin.
MR. HORRELLs

I would like to menmtion for the information of the Comiission - I think Governor
Uiles mentioned something about 5¢ gas - I think the operators in Fulcher Basin -
Yute Conon shamld feel vervy fortunate that they are receiving 57 mef beocause
there is no other zas produced in the State of liew llexice that 1s metiing op

por mefs The standard price in Lea Counmby - the best you can ret on nornal sale
is 3¢ nef,

I do say, as sbated in thizs letiter, the 160 acre gpaocing is o mwcesanry thiag
to protecs all particy <o hava dvklied selis - Un oroboet thew frem Toaing the
money thoy have invested - the guestiony Uil hure boet asiod Intientos o laek
of kmowledge of whiat may haspen Lu e future on the part of sors individual
operators viho sy be saking investranta wnd end wp in the red. I8 wo have
oparators losing money it is vins o discowwens dovelopooris Uz ownab Lo lesp
oparators on 2 peafilable basls,
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COMUISSTOHR UILNS

They will be considered by the Couslasion and
included in tlhe record.

¥R. LRAS

While all these statemsnts have been nade without the benefit of the testimony
I have some other statements for the record.

One from the Western Natural Gas Corpany expresaing spprowval of the plan, and
one froa J. J. Hudson, There aeerms to be several spots of concern about
exceptions; I zuess we have taken it for granted that exceptions would be
provided by the Commission. There will be and there are situations in which
if the operator can find it economically feasionle to drill he should be
permitted to do mo, on petition to this Commission deseribing what he expecta
to do and be given full consideration whatever spacing unit should be adopted.
That applies not only in the well developed field but in the flanking areas
where open flows and permeability are a little out of the tremd, The ocitizens
from Ffarmington seem conocerned over the statenent in the petition that the
Comnisgionts order should govern the field or aream as it might bs extended.

The only purpose of that is to make unnecessary new orders of the Commission

on acocount of extensions. The Comaisgsion's order should ineclude the ifanediate
gurrounding ares of the field as it is extended} otherwise, it could only be
controlled by repeated orders of the Commission. I did not suppose anyone had
the idea this field would include other developed arems. The Commiasion's
order should have & provision to include this field and exclude other producing
aress, So far as other areas are concerned it strikea us there is not sufficient
information te this Commission or to the operator to know what ls needed, There
is no reason to prevent this Comnlssion from entering, on petition, whatever
additional orders might be necessary.

LR, MORRELL:

Of the wells drilled 713 of the total and 267 in Kutz Canon and 547, 1 believe,
in Fulcher Basin are on Federal land, I would like to add we hare had in the
past several avplicatlions and ome curront for relief an account »f high operating
costs, for relief froa reatels on public land leases from 21.00 an acre to 25¢
an acre, JT1 granting those the Pepartment has recognired the low return. e
have ong by Mr. Carroll and Mr. Carroll has developed his own lease on 160 acre
spacing and still needs reduction on the remhtal,

This increased number of wells and tie arnusl rate of withdrawals at 2.6 billion
for 1947 and estimated for 1948 approxineately the swwe Fifty one zas wells in
Fulcher Basin 315,000 or 316,000 per well for cost of drilling. TYou can edd your
taxes, you would have in the neighbornood of 1,000 B0 51,500 nel puor your, in
the neighborhnod of $100 per month., That is the situation if ou ~et into excess
wells it will continue tc deorcase. Tnstead of 100 to 2150 pir wonih you ot
375 to 2100 por month,
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#R. MORRELLY
I am afraid we would have to differ, anything ils & structure.
#Rs GRAIAM1

What area did the proposed order a ply tot?
¥R, THOMPSONs

Approximate area is desoribed in the application.
COMMISSIONER KILESH

Anybody else any question to ask or any
statemsnt to make?

The Commission is going to take this case
under advigement and wanyone who wants to
file a written statexent to the Commission,
we will be glad to have you do so.
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E1 Fidel Hotel
Albuguerque, New Maxico

Fetruary 13, 1948

01l Comservatiom Commission
Saate Fe, New Mexico

Gentleman:

The writer has made a study of the petitiom of
Southern thion Production Compeny for a spasing order
fixing the spacing of wells hereafter drilled in the
Euts-Canyon-Fulocher Besin gas fields, looking towards
the best intsreat of the United States, the State of
Now Maxioo smd the development of potemtial areas in-
volved. It is my opinion that this proposed progran
ia soumd. No dgubdt, there vwill be instances vhere
exsejtions are wrrmnted, vhich wvould come under the
wise dissretion of the New Moxico 011 Conservation
Commtssion.

Respectfully,

JJH: fr

cc - Southern Union Production Company
Burt Building
Dalles 1, Texas
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UNITED STATES

DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY / )
P. 0. Box 997 /;Z 5/ ;
Roswell, YNew jlexico
Februery 10, 1948
AIR MAIL

Mr. Willis L. Lee, Jr,

Southern Union Production Compeny
Burt Building

Dalles, Texas

Deer Mir. Lea:

Reference is nede to your letter of Janurry 26, enclosing for
our information a copy of Southern Urion Production Comipany's petition
forwarded to the New lcxico 0il Conservation Commission requesting en
order, after notice and hearing, fixing spacing requirements for wells
hereafter drilled in the Kutz Cenyon-Fulcher Besin gas fields, San Juan
County, Yew llexico., You reguested our opinion concerring the proper
specing of wells in these fields,

The essential facts presented in your petition are substentiated
by the records of this office, end, eccordingly, this office concurs in
your request for the esteblishment of a well specing plan with & minimum
of one well to 16D acres to promote orderly development without waste in
the Xutz Canyon and Fulcher Basin gas fields,

As nost of the lands in these fielas are public lands of the
United Stetes, it is the desire of ithis office to encourage uniform and
econonic development snd srestest ultimede recovery of gas from these
ficlds. This can bs accomplisned only so lon: as a reesonsble profit
cen be secured fron cepitel invested. Federal lesses heve been developed
gensrelly on o well specing pattern of one well %o 180 acres, except where
necessery to protect properties from closer spacing by offset operators.,

M1y where the morket demend and merketing facilitics are unlinited
for continued expension with the completion of additionel outlets or pro-
ducing ges wells cen necess:try profit be obtained to continae developicni.
These condibions are net prosent in the fizlds under consiceretion. llence
she drilling of unnecesssry weltls docs not provortionetel; increrse the
ultincie voluue of _as availcble for sale but instcad tends to reduce the
aergin of srofit of el) wells in Lhie fields ond to discourage nronor
develovnent of tle fields,




Future developnent at a well density consistert with the
mejority of past development is essential to prevent injury to
neighboring leasses or propertics and to protect equities involved,

g There is no objcction to your use of this letter in comnec-

tion with your petition to the New 'fexico 0il Conservetion Commission.
As this office is very interested in the subjsct, I expect %o be present
at the heering in Senta Fe on Februery 17.

Very truly yours,

S, it

FOSTER MORIELL,
Supervisor, 0il and Gas Operctions
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1020 North Shipp

Hobbs, New Mexico

February 21, 1948
The New Mexieo 0il Conservation Commission

Santa Fe, New Mexico
Concerning: Brief sulmitted on the behalf of aoms
of the independent operators and small
land owners of San Juan County
in regard to:
Case Numuber 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:
I wish to submit herewith for your consideration in this matter
a few written statements summarizing this case and testimony pertaining
thereto, as I have analyzed it.

1. 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 infeomation has been available only to the Southera 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 smacing ruling in an old field without regard to proration-- or
without a proration ruling—— would, in effect, be a direct contradiction to
the coneception of correlative rights, as understood in the petroleum industry.

For, just as new 40-acre wells offsetting
old wells on 160 acres vould unfairly drain the 160-acre
tract; so would new 16C-acre units be drained by old wells

on 40-acre tracts.

4, The problem of increased vwiells without an unlimited market, and




ALBERT R. GREER
REGIBTERED PETROLEUM ENGINEER
STATE OF NEW MEXICOD

-2~ Brief of case 126

resulting smaller per well production rate as brougit out by Mr. Foster Morrell
of the USGS would, in my opinion, be more likely aggravated by 160-acre units
than relieved; due to the increased number of forced offsets.

5. In regard to the evidence presented at the hearing, February 17, 1948
it was shown that old wells had a drainage influence over extended 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 testimony 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 been proven and communication has been established
between adjoining wells; the Kutz Canyon-Fulcher Basin Field is
not unique in this respect. The same can be shown for most of
the o0il and gas fields now in existence.

(b) In view of this, a decision on a
spacing ruling should be based—not from evidence of commnication
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, Lo perwit later in-
filled drilling on a closer 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 160C-acre tracis are
spotted on 8C-acre patterns. If a rigid center-spot location on
160 acres is required, the only uniforam spacing on infilled dril-
ling for each 160-acre tract would require 4 more wells, or an
average of 32 acres per iell.

From the testimony pre-~
sented at the hearing, it can be seen that an increase in the
price of gas, plus a ‘decrease in the cost of drilling the wells




ALBERT R. GREER
REGISTERED PETROLEUM ENGINEER
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-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 254 more gas can be recovered on the closer
spacing. This same informtion indicates that infilled drilling
of 32 acres per well would probably never be sconomically
feasible. Hence, l60-acre center-spot locations would make
later infilled drilling on individual 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 locating 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 placinz the wells
in the most permeable parts of units rather than rigid center-
spot locations.

It is therefore requested, that in the event the Commission
decides to set a spacing ruling requiring 160-acres per well, that consideration
be given to flexibility of locating each well on its unit: in order that maxi-
mun advantage may be realized from the continuously developed geological and
engineering information; and in order that operators may have the opportunity
to locate their wells on 80-acre patterns if they so choose,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,
however that the entire situation could best be handled by an operators committee
formed by active operators in the area. Hegular meetings could be held and ail
additional information studied and discussed. In the event of failure of such a
committee to bring reasonable agreement arong the operators, resort could be had
to legal action by the 0il Conservation Commission.

Yours very truly,

Albert R. Greer

*The decrease in the cost of driliing would result from improved methods
and competition in drilling as more activity centers in this area.
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FRED FEASEL

LAWYER

FOSTORIA 4, OHIO

March 1, 1948

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

Re: Ilease Santa e (046563
Fred Feasel, Lessse

Gentlemen:

The 0il Conservation Commission of New Mexico
is now considering the advisability of adopting the policy
of only one gas well, centrally located, to every 160 acres
in the Kutz Canyon and Fulcher Basin Fields. If this policy
is adopted, it should mean that no well would be located

nearer than 1320 feet to the property line of any designated
lease.

Anticipating that the above contemplated policy
will shortly become a principle to be followed by the United
States Geological Survey, I request that no one be authorized
to drill on any Federal lands closer than 1320 feet from the
property line of Santa Fe Lease Serial Number 046563, which
is described as follows:

T, 27 N., R. 10 ¥., N.it.7.M.,, New llexico

Sec. 2, Lots 3,4, SaNWL, S5, SINEL,
Sec. 3, Lot 1;

T. 28 N., R. 10 V., N.M.P.M., New lexico
Sec, 32, All:

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

Very truly yours,

Vol & ik

cc: UlaS.G.S-
P.0. Box 997,
Roswell, Yew llexico

U.8.G.5. '
Pederal ‘jorks Building
Vlashington 25, D. C.
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FROM Foster lorrell, Roswell Urffice

SURIECT : Lorse Senta Ve 06563
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NEW MEXICO OIL CORSERVATION COMMISSION
SANTA ¥E, NEW MEXICO

In the metisr of the petition of the Southerm Unian
Production Company for an order fixing the spacing
of wells in ths Xuts Canon-Fulcher Basin Gas fields
of San Juan Coumty (as they may be extended) on the
basis of cne well to a drilling wnit of approxi-
mately 160 acres with suitable provisioms for any
related matters, including special approval of non-
conforming well locations where necessary.

CRIER ¥O.
CASE MO,

WEENEAS, after due notice as required by law the Commission held a pubdblic

hearing in Santa Fe on Pedruary 17, 1948, to consider the petition of Southern
Union Production Compery for the adoption of an order fixing the spacing of
wells hereafter drilled in the Xuts Canon-Fulchexr Basin gas fields, San Juan
County, New Nexico, and relatsd xatters; and

WHEREAS, the Cammission baving considered the evidence adduced at such
hearing, pertinent information otherwime awvailalls in the Commission's recoris,
the statemants made and viewpoints expressed Ly interested perties at or in comn-
nection with such hearing,

FINDS, from the evidence sdduced:

oo/ 15

A. That the Kutz Cenon and Fulcher Basin gas fields are productive of nat-

ook
ural gas frem the Pictured Cliff sandstone formation, that such fielde are con-

tiguous and from all information svailable to date appear to be ane continuous
2as producing area or pool in the Pictured Cliff, with a total of over 75 pro-
ducing gas vells at the present time;

2N B, That such pool hes produced natural gas for more than 15 yeésve, during
which time the aversge of well-hined vressures hes declined to approxiusntely 389
P.S.1. gauge fram an initial field pressure of epproximately 555 P.S.I. pauge,
the difference indiceting the substantial quantities of ges heretofore producsd
from the pool;

C. That Py reason of rules of this Cemmussion previcusly applicsable to the

peol, of the generel praciicess of certalin operators in the ares and of policiss

of the U. 5. Geological Survey {(having Jurisdiction over oll end gas practices




affecting the substantial federal acresgs involved), a fairly uniform spacing of
one vell to 160 acres has heretofore prevailed in the pool;

D. That ane well will, except in unusual instances, economically (and ef-
rootinh)lmn the recoverable gas in an orderly manner from at least 160 acres

N

of the Pictured Cliff pool and, sccordingly, that more dense spacing in the pool
vill, s & general rule, result in(vaste or in wnecessary hazards canduoive to
veste)and wnecessarily inorease the costs of development and produeticn;

E. That, except in uvansual instances, the voluse of recoverables gas in the
pool does not under existing comditions afford economic justification for the
4rilling of wells on wnits of less then 160 acres, more dense spacing being,
therefore, likely to result in retardation of development, premature adandonment
of wells and ir other conditions wasteful or conducive to wveste;

F. That for wells hereefter drilled a general spacing pettern of one cen-
trmlly located well on a wnit 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-asres tracts, for which gensrel spacing pattern the pool-

ing of properties should be encoursged when necessary;

G. That ths gas procductive area of the pool—h/f;;{i;r—bo be substantially
more extensive, in one or more directions, than the presently developed portion
therect;

H. That the definition of the pool, contained herein, is reascnable and 1is

necessary to the efficacy of this spacing order; and

I. That waste will result in the drilling of wells in the pool, as herein-
after defined, unless specizl ruvles a2nd regulations ere adopted for the preven-
tion thereof, and that the spscial rules and regulations provided Lelow syo nsc-
epaary to prevent such waste and hazards conduclve to weste, to protect present

equitles and to provide for the orderly developusni and opsration of such pool,

ag it may ve extended.
TEFREFORY, IT IS ORDERED that, efiective inmedlietely, the Tollowing rules
N end regulatlione shall epply to wells hereaiter cutiorized by the Couatesion o

be drilled or completed or recompleted to the Pictured CLiff pool in the Kutz




-

oo/
Canon-Fulcher Basin avea, defined below, {n addition to the Cosmission's applic-

able rules, regulations and orders heretofore or hereafter adopted %o the extent
not in conflict herewith:
Section 1. No well shall bde drilled or completed or recompleted, and no
Notice of Intentiom to Drill or drilling permit with respect to a well
shall be granted or drilling location othervise permitted to become ef-
foctive, umless

(a) such well be located om a designated irilling unit of not less
then one humdred sixty (160) acres of land, more or less, acoording
to haal subddivisions of the United States Land Surveys, in vhich
mit all the interests are consclidated hy pooling agreemsnt or oth-
ezvise and on vhich no other well is completed, or authorized for
completian, in the pool; 45 rran a5 prsS5sb/E
(b) such drilling unit be,in the shape of a square except for normel
varistions in legal subdbdivisions of the United States Lands Surveys;
md
(o) such well be located on its drilling wit at a dictance from the
outaide wit boumdaries of not less than ssven hvndred fifty feet
w@ 470',‘7-—‘7(750.)} provided, if such proposed new wsll is to be an offset to any
then producing gas well complated in the pool, or the drilling of
vhich wes suthorized, prior to the effective date of this order,

located on an 2d joining unit in which the interests are not identical

wvith those in the unit proposed to be drilled, such proposed well may
be located ard drilled offseiiing the existing wsll and as closc to
the common wnit bonndary line ag the well @ be co offaet,

Section 2. Any provision liersin to the contrery notwithatanding, the Cou-

niesion may, and in proper cuges will, on aotlition or on ites own motlion,

by order entered aiter wnovico and hearin: o the extent reauired by law,
grant excepbloans and psrait drilling lecetlons to vecoms eifective, thers-

vy suthoviziosg thvs drilling ov co wlotion of wolls In the pzol not senform:-




ing to the requirements of Sectian 1 abdove 1if the Commission shall f£ind

that the property sought to be drilled would be deprived of an opportunity
Ahi5 SHAXre of

to produoce gas from the pocl in the absence of such exception, and shall

also find ane or moye of the following conditioms to exist:
(a) that omsclidation or pooling of the property sought to be drill-
od with necessary adjoining land, notwithstending diligent efforts
mde in good faith, is impossidle or imprectical;
(b) that the property scught to be drilled is located within a them
developed portion of the pool and its non-conforming sise or shape
is due to the adjoining developed properties in the pool;
(c) that because of the nature of the terrain, location of the pro-
posed well at a lesser dictance from ane of the outer boundaries of
its drilling wnit shounid be permitted; or
(&) that by remson of the location of the property sought to be drfll-
sd along the southwest or northeast flank of a developed portiom of
the ares; 1t sppears improbable that gas which can be produoed in pay-
ing quantities will be encountered if the well conforms to Section 1,
in whick case the Corpission may modify the requirementa of Seciion 1
as to such vell to the extent it deems necessary; provided, 2t shall
be the general policy of the Commission in any such case to require
the pooling of properties to consolidate interests in at leaat 160

agres if practical L0 dO S0, WNSIROr Or LUL i WIS BLAPS UF & SyussT,

and to require that the well be located, 1f practical to do so, at

lesat thirteen hundred twenty feet (1320') from each otiher vwell com-

pleted, or authorized for completion, in the pool;
t

or, lrrecpective of such findings, if the Comaiseion skall Tind that by

reascn of all cirocumstances en exceptlion is propsr in the prevention of
vaste, hazards conducive to wastz, or undus drainege vstwesen pruperilies,
or otherwise in the exercise by the Commission of ite Jurisdicticn over
the spacing of wells or iis other powers conferrsd by law, express or im-

plied,




The Commission reserves the right to impose any and all reasonadls condi-
tions upon the grenting of any such exception, and to take all other proper
aoctions in the exeroise of 1ts Jwrisdiction over the spasing of wells or its
other povers oamferred by law, express or implied.

I7 I2 TURTEER ORIERED that, in accordamce vith recommendations of the New
Mxios Bomsnolature Commitiss spproved and adopted by this Ccamission, the
Potuved CLiIff gas prodwsing pool in the Kutz Cancn-Fulcher Besin siea, V0 which
Whis order applies, is dafined to inclule initially the following 4eserided land
in Sen Jwan County, Bew Mexioo:

e
ons » 30,

32, 33, 3 AL
Sectioma 19 & 20
Section 31 : &ss%
Saction 35 H & XU
Section 36 :
Sectiom 27 1

1, 12, 13
Beottons & & 24 1 M & SE} W%%
Sestien 1A !

Section 15
Tomehip 29 North, Renge 11 Vest
ioms 7, 106, 19,
20, 21, 28,
29, 33, 3b: All
Bection 6 :
Sections 16 & 26 ari
Seotion 27 1 83 8‘“5
Sectien 35 : & SE;
Section 17 H :g
Bections 30 & 32 : E3 & WL

Townshi 28 North, Range 11 West
“Seotions 11, 12, 13,

1k, ok i oA
Sectime 10 & % ES
Section 22 1 NE
Section 23 POy s O
Section 25 I

Township 28 North, Range 10 Vent
Sections 7, 18, 19,

20, 79, 30,
32, 28, 33: A1
Section 21 RGO
Sectiom 3k 13
- 5 -




Township 27 North, Rangs 10 West

ion & : ALl
S8eotion 3 s W§

or field—in Ahe Pictured CIIIY] provided, ferdher; by order of this Commiusion
the pool may b redeaignated from time to time so as to embrace other lands in
the vicinity vhich are delieved, on the basis of additional developments, to be
caphble of producing gas from the Knt: Canon-Fulcher Basin pool, whether or not
such other lanis shall have been at ons time included in another designated field
or pocl producing from the Pictured Cliff,

Entered and adopted bty the 011 Comservation Commission this day of
» 1948,

Commlasicner

Comni saioner
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VAN THOMPSON= ‘_“__»/qz-ﬂ
" SOUTHERN UNION GAS CO LAFONDA HOTEL

THE PROPOSED 160 ACRES WELL SPACING ORDER IN THE PICTURED
CLIFF FORMATION IN THE FULCHER BASIN AND KUTZ CANYON FI1ELD
IN NORTHWEST NEW MEXICO APPEARS TO BE REASONABLE AND 1S

AGREEABLE WITH US=
WESTERN NATURAL GAS CO W K DAVIS.

WESTERN - ==

NUL=Night Lereer |

| '];Jr]§iljli(:]bjf§?22) | i

JOSEPH L. EGAN -~ e SBQM

L)

of receipt i STANDARD TIME at point of destination

ﬁﬁmmhmm&mmlnddxyletmisSTANDARDTl.HEttmtd“iﬁ-ﬂ-v Time
VAZ12 DL PD=FARMINGTON NMEX 16 300p
CHAITRMAN OlL CONSERVATION COMMISSION=

RESPECTFULLY REQUEST COMMISSION TO REFUSE SOUTHERN UNION GAS
COMPANY 'S REQUEST FOR 160 ACRE SPACING IN SAN JUAWY COUNTY.,
CITUZENS OF TH13 AREA FEEL THAT SUCH SPACING WOULD B3E VERY
DETRIMENTAL TO IMMEDIATE AND FUTURE OIL AND GAS DEVELOPRENT
OF AREA, ALSO THAT NO VALID REASON EXI3TS FOR 150 ACRE
SPACING AT THIS TIWE=

FARMINGTON CHAUBER OF COMMERCE,.

1’50 1 'SO.

1o COMPANY WILL APPRECIATE SUGGRSTIONS FROM IT8 PATRONB CONCFERNING IT8 8FERVICE
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'RICHARD SPURRIERs |
| STATE cAPITOL SANTA FE NMEX= o .

JUST LEARNED OF SOUTHERN UNION HEARING SET FOR 17TH WOULD
. LIKE TO PUT STATEMENT IN RECORD BEFORE ORDER 1S ENTERED
- PLEASE NOTIFY COMMISS |ON= |
- JOHN DEMPSEYs ' an

- . 17.

THR W“PAN'\Y WIlLL APPRECIATE BUGGESTIONS FROM I'TB PATRONS CONCERNING ITE RERVICE




Southern Union Production Conpiig
Burt Bullding
Dallas, Texas

April 6, 1948

Mr. B. R. Spurrier, Secretaxy
Rev Mexico 0il Conservation Commission
Santa Fe, Kew Mexico

Dear Mr. Spurrier:

Having had an oppoartuanity to reviev the stemographic
transoript of ocur February 17 bearing, I wvanted to call to
your attention ome or two minor discrepancies.

At page 3 in the center of the page Exhibit 4 should
consiet of "the chart and data accompanying Mr. Nichols'
letter. . .". I notice that the letter is made a part of
the transcript proper and to camplete the record both the
:ocoapanyine chart and date should be attached as Exhibit

At page 10 the first sentence appearing velow the
appended core analysis information should be amended by
deleting the word "to” so a8 to make the sentence read
“From the data the average porosity i3 found to be 20b."

If you cancur in these corrections, pleese advise me
so that I may make them on my copy of the record. At the
same time pleass call to my attantion any other discrepan-
cles which you observed. '

Mr. Thompsan bas pow returned te Dallas and we sre
trying to got together during the day with respect to re-
vision of the suggested form of order. In any case, we
will expedite our work and let you hear from us as promptly
as pogsilble,

I appreciate the very satisfaotory conference wes had In
your offiss last wesk end tvmat that an avnropriate oxder
can be promptly entered,

¥ith best regurds and thenks, I am

Yousrs

g very wruly,

Willls L. Les, Jr.

VLL: o ,
¢6 - Mr. Georpe Graham




NEW MFXICO OIL CONSTRVATION COMMISSTION
SANTA FE, NE/ MEXICO

In the matter of the petition of the Southarn Union
Production Company for an order {ixing the spacing
of wells in the Kutz Canon and Fulcher Basin Gas
fields of San Juan County (as they may be extended)
on the basis of one well to a drilling unit of
approximately 160 acres with suitable provisions
for any related matters ineluding special approval
of unorthodox well locations where necessary,

ORDFR KO,

WHFRTAS, after due notice 23 required by law the Commission held a pubdbile
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 spacing of
wells hersaftier drilled in the Kutz Canon-Fulcher Basin gas fields, San Juan
County, New Mexico, and related mattersj and

WHYIEAS, the Commission having considered the evidence adduced at sueh
hearing, pertinent information otherwise available in the Commission's
records, the statements u&de and viewpoints expressed by irnterested parties
at or in connection with such hearingz,

FINDS, from the evidence adduced:

1, That the Kutz Canon and Fulcher Basin gas fields are oroductive of
natural gas from the Pictured C1liff sandstone formation encountered at deoths
ranging between 1700 and 2300 feet, avproximately; that such fields are con-

tiguons and from all information avatlable to date apnear to be one continuous

gas producing area;
2, That such area has produced natural gas for wore than 15 years, during
vhleh ti+2 the average of wall head pressures has declined to apnroxioately 385

P.S.I, gauge from an initial fleld ovressure of avproximately 585 P,.S,.1, gauge,

the differenze renresenting the subatantlal quantities o «as produced during
such nsriody
3, That by reason of rules of this Commiission nroviously avnlizable to
the arca, of the woneoral nractiess of cerinin onerators in the area and of
< voliciea of the U, S, Geoloolesl Curvey {having jurisdiction over oil and gasg
practices affecting the substantial faderal ncreag: involved,; a falrly uniforn

spacing pattern of one wall to 107 aerns hrg heratofors vrovatled in the zreag

L




4. That one well will, cxoept in unusual instances, economically and
effectively drain the recoverable éus in an orderly manner from at least
160 acres of the Pletured Cliff and, accordingly that more dense svacing
will, as a general rule, rasult in waste or in unnecessary hazards conducive
to wvaste and unnecessarily increase the costs of development and productiong

5. That, except in unusual inatances, the volume of recoverable gas in
the Piotured Cliff reservoir does not under exiating conditiSns afford
economic justification for the drilling of wells on units of less than 160
acres, more denaobspacing being, therefore, likely to result in retardation
of development,, premature gbandomment of wells and in other c-nditions wasteful
or conducive to waste;

6., That for wells hercafter drilled a general spacing pattern of one
centrally located well on a unit of 160 acres, substantially in the shape of
a square, is reguired to protest the equities of those having interests in wells
heretofore drilled on 160 acre tracts, for which purpose the pooling of properties
should be encouraged vhen necessary; and

7. That waste will result in the drilling of wells in the Kutz Canone-
Fulcher Basin area, as hereinafter defined, unless special rules and regulations
are adopted for the prevention thereof, and that the spacial rules and reg-
ulations provided below are necessary to prevent such waste, to protect nresent
equities and to provide for the orderly levelooment and operation of such areaj

THERFFORE, IT IS ORDFRED that, effective immediately, the following rules
and regulations zshall apoly to wells hersafter drilled or completed or recompleted

to the Pictured Cliff in the Kutz Canon-Fulcher Basin area, defined bslow, in addi-
tion to the Commlission'!s rules, regulations ani orders heretofore or hereafter
adopted to the extent not in conflict herewith:
1. No w21l shall be drilled or co-:pleted or rscompleted, and no
drlilling permit shall be granted or dArilling location otheruise
parcitted to become aeffective, unless
(a) such well be located on a drilling unit of one hundred
sixty (160) acres of land, more or less, according to of-
icial government survey, in which all the Interests are
consolidated Ly posling acreasmont or othervise and on which

no othar Pleture CLLff vel)l 18 loeated or drillings




{b) such well be located at the center of its drilling unit

or at a distance from the center not greater than one-eighth

(1/8) the width of such unit at its narrowest party snd

{e} such drilling unit be in the shape of a square except

for normal variations in land divisions of the governmemt

aurvay;
2, Any provision to the contrary notwithstanding, the Commisaion
may in proper cases by order cntersd after notice and hearing, as
required by law, grant exceptions and permit drilling locations
to become effective, thereby authorizing the drilling or com-
pletion of wells to the Pictured Cliff not conforming to the
requirsments of Section 1 if the Commission shall find that the
property sought t© be drilled would be deprived of an opportunity
to produce gas in the absence of sush exception, and shall also
f£ind one or more of the following conditions to exist,

(a) that condolidation of properties through pooling of interests

in additional land notwvithstanding diligent efforts made in good -

faith; is impossible or impractical,

{b) that the property sought to be drilled is located within

a dsveloped portion of the area and its unorthodox size or shape

is due to the adjacent deweloped properties;

{(¢c) that because of the nature of the terrain, lo;ation of the

nramnaed well at a greater distance from the center of 1ts drilling

unit should be permitted; or

».;" ) (d) that by reason of the losation of the property sousht to be
'I

drilled along tho sciithwest or northeast flank of 2 develoned

portion of the area; it apvears impossible that gas which can be

produced in paying quantities will be encountered if the w211l con~

forag to Sention 1,in walch cnse the Commission ray modify the

requirements of Section 1 to the extent it deems nacessary; provided,
AR it shall be the gensral pollcy of the Conmission in any suzh case

to require the pooling of vropertles tn consolidate interests in

160 acres if practical to do go, whethar or not in the shapa of

a square, and to ceqnire that the vell be lozated at least

thirteen hundred twenty (1320) feet rom the nearest well pro-

ducing from ths Pleturedl CIALF if practical to do so,




The Commission raserves the right to impares reasnnable conditions
upon the granting of any such oxcepntion,

IT IS FURTHER ORDFRED, that the Kuts Canon- Fulcher Basin area which is
subject to this order, herein sometimes termed the “area", shall be thoase
lands in T.308, R 12W, T 29N, R, 12W, T 208, R, 11IW, T 28N, R 11W, and T 28N,
R, 10W, N.M.P.M., which are commonly lmown as thas Kutz Canon or Fulcher |
Basin gas field, or as both such fields, and also all land located within
one (1) mile of any well in such fields which is capable of producing natural
gas from the Pfctured Cliff, including wells hereafter drilled which extend
the gas productive area of such fields; provided that the term "arse® shall
not inelude any lands now or hereafter included ly the Commission in some other
field or fields,

Eatered and adopted by the 0il Conservation Commission this
day of __ » 1948,

CHA TRMAN

COMMISSIONFR

COMMISSIONFR




San Juan County, New Mexioo.

Fedruary, 1948.
0o
The New Mexioo 0il and Cas Conservation Commission.
Santa Fe, Hew Mexiso. N W
. . ,‘ . .
Centlomens~- *

T™he undersigned owners of fee lands situated in Sen Juaa County, respectfully m
subait their opposisica to the graating of the petition of the SOUrHERN UNION PRODUCTION
. CO MPANY, mow pending before sho Coumission, sush petition being entitled.

*In the matter of the petsition for an order fixing the *
spasing o £ walls hereinafter drilled in ths Xats canyoa
and Fuleher Basin Fislds in San Jusn County, AS THEY MAY
R XTSOERD and relaged sasters. * .

(1) We deem the granting of the petition will resuls in a disadvantage %o operators
as a, and %0 the State of Ner Yexieco, and to thwe fee land owners.

E

(2) In perticnlar we opposs any rule or regulation whereunder the piesont Kuts Canyon

3) a the lands in the County ( insluding State lands) are wadeveloped,
doth as to oil and gas.
(i) NMamsrous oil and gas leases have been secured by Major and Independent oparators
ts less than 160 asres.

(5) The State of Now Mexieo has issusd many oil and gas leases, ou state and
institutional lands and many of sush loases are in smaller units tham 160 acres,
80 acres, and 120 acres.
{and the state) will be in the pusition of

(6) The petitioner (The Scuthern Union Produstion Company) who have haretofors

assosiate, under some uaknown to the protestanta. The Southera Maioa
Gas Company is the ealy purchaser of gas prodused in these two fields, and therefore
the two sorparztions have a8 pertains to the preseat disposition and
transportation of gas, and have able {and d0) dictate and fix ths priee

eorpe raticss hame succeeded in getting the gas situation in said two fields in a
ocoadition %0 meet its desires, and now wish an order from the Commission, which
would prevent independent operators from arilling, as $0 units of less than 160
atsrese

(7) The limite of the present Kuts Canyon and Fuleher Basin Flelds should be
definitely determined.
Oas has been discovered in other parts of the County, tc-wit: Several wella pear
Blanso, wella at Rloamfield, at Aztec, and near the atate line to the northe
It should be made ocertain that neither tho petitionsr, or any one elac, might
successfully claim that the Xutz Canyon and Fuleher Basin Flelds be EXTENIED
to ambrace other parts of the Countye

(8) No iule or regulation should be adopted that would interferec or resirict
or votard the development of lands within the Couniy es to exploration, productica
o Gevelomaens of either oil or gas in any part o the County, insorush as thore are sever
sands and Cormations, above and below the picture oliff formation { Ifrem whieh the
petitioner obtains gas)
Wherefore petitionsrs, as protestants, pray that said petition be donisde
Pespectfully submitted,

Heme of land owners Rame of lend ownere
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San :man County. Kew Mexisoe
Fgbruary, 1948«
TOe
Tha New Mexico 0il and Gas Conservation Commission.
Samta Fe, New Mexico.

Gentlemeni~

The undersigned ownsrs of fee lands situated in San Juan County, respectfully sut
submit their opposition to the granting of the petition of the SOUTHERN UMION PRODUCTION
CO MPANY, mow pending before the Commisgsion, such petition being entitled.

*In the matter of the petition for an order fixing the "
spacing o f wolls hereinafter drilled in the Kuts camyon
and Fulcher Basin Pields in Sam Juan County, AS THEY MAY
ER EXTENDED and related mmtters, °*

4

{1) We deem the granting of the petitica will result in & disadventage to operators
sa ®m whole, and %o the State of New Maxico, and to the fee land ownerse

(2) Im particular we opposs any rule or regulation whereunder the present Eutz Canyon
and Fuleber Bamin Fields may be sxtendad

(3) AMajor part of the lands in the County ( including State lands) are undeveloped,
both as to oil and gase

(4) Mamerous oil and gas leases have been secured by Major and Independent operators
embracing units less than 160 acrese

(5) The State of New Mexicc has issued many oil and gas leasesy o state and
institutional lands and meny of such lecases are in smaller units than 160 acres,
m any being for 40 acres, 80 acres, and 120 acres,
The Commissiomer of Public lLands (and the state) will be in the positiom ef
baving issued oil and gas leases, accepting money tterefore and then not allowing
&ovelopment of such leased landse (If a 160 acre unit be adopteds)

(6) ‘e petitioner (The Southern Union Production Company) who have heratofore
developed certain of the lands now within the area of the Xutx canyon and Fuleher
Basin Fields, dispose of natural gas to the Southern Union Ges Company, its
associate, under somes sxrangement unknown to the protestantse The Southerm Union
GCas Company is the only purchaser of gas produced in these two fields, and therefors
the two corporations have a KONOPLY &s pertains to the present disposition and
transportation of ges, and have been abie to (and do) dictate and fix the price 4
of gas produced by independent coperators, and it now appears that said two
corp@ rations hame succeeded in getting the gas situation in said two fields in s
comdition tv meet its desires, and mow wish an order from the Comxission, which

would prevent independent operators from drilling, as to units of less tham 160
acrae

I (7) ‘s 1limits of the present Kntz Canyon and Fuleher Bamin Fields should be
deiinitely deieirmineds

Ges has beon discovered in other parts of the County, to-witi Several wells near
Hlansc, wells at Bloomfield, at Aztec, and near the state line to the mporth.

Jt should be made certain that neither the petitioner, or any ome else, might
o0 succezsfully claim that the Kutz Canyon and Pulcher Besin Fields be EXTENDED

’ to ambrace other parts of the Countye

(8) No ruls or regulation chould be adopted that would interfere or restrict :
or retard the development of lends within the County as to exploration, preduction
, or developrent of either oil or ges in any part of the County, imsomuch as there are several
sands and foruations, above and below the picture c¢liff formation ( from which the
petitioner obtains gas)

)]
Wherefore petitioners, as proiestents,’pray that said petition be deniede

Respectfully submittede
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San Juan County, lew laxico.
feWruary, 1948,

TO0,
The New ifexico (il anad Gas lJonservation
Commission.
Santa Pe, New lexico.
Gent lemen ;

The und:rsigned ovners of fee lands situated in 3an Juan County,
respectfully submit their opposition to the granting of the petition
of Southern Union Production Company, now pending before the Commission
such petition being entitled;

"In the matter of the petition for an COrder fixing the
spacing of wells hereinafter drilled in the Xutz Canyon
and Fulcher 3asin .'ields in San Juan County,AS THSY MY
BE I TESNDED and reloted matters."

gur opxyosition includes the following.

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

2. In particular we oppose any rule or regulation whersunder the
prosent XKutz Canyon and iulcher BZasin fields may be XTZLDED.

3. A major part of the lands in the county (including State lands)
are undsveloped, botia as to oil and gas.

4, Numerous 0il and gas leases have besn secured by iajor and
Independent operators smbracing units less than 160 acres.

5. Thse State of New liexico has issued msny oil and gas leases,
on state and institutional lands 2ndé many of such leases ars
iz smaller units than 180 acres, many being for 40 ac:es,80
acrag and 120 acres.

"he Commissionsr of fublic lands (ani the State) will be in
a position of having issuel 0il =2n 4 gas leases,accepting
mon:y therefor, and then not allowing developement ol such
leased lands. {(if s 160 u:it be adopteil).

0. ‘*he petitioner,who have herstofore develowned certeii 0of ths lanas
novw within the grea of the -»utz Canyon and rulcher 3esin fields,
dosposcd of natural gas to the Southern Union Ges Company, its

S associate,under sone arrangement unknown to vrotestanss.

vrodeced in these two fieldg,ant ther-fore the two currvorations
nave a ICHCTLY as psrtains to the present disvosition and trans-
vortation of gas, awnd have been able to {and do) dictate and
fix the orice of ges produced by inovepvendent orverztors,and it
now gopears that said two corporasr ions mave succesdel in petting
the gas situation in s:id two Tielis i:m o condition to meeb its
desires,ant now visn an order frow the Co misaiion,wnich would
pravert indepsnaent coperators fro: drilling,as to u.its ol less
toan 160 acres.

7. hoe 1iaits of the presant Dutz fenyorn 2ni sulcher Bzsin ficlds

L

AN
- “
should ho definataly detoarnmined.

“ag ha=z bYeen discovared i olher uarts oY the .
cevereal wells nesr Slanco, wvells at loowmlield, =t Lztec, O

county to-vit,

nar the 3tate line to tne norih.
it =2noenld bve maie certain thet neither

P

the relii cner,or any
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ore #lse, 23 kit z2uoccessfully ¢lain it “he ooty Sanyon ond
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I'o rule or regulantion shcrlié he adouted ‘hat would interfere
or restrict cr retard ’r'bbaeveloyerﬂerrt ¢f lands within the
counly as to exploration,vroauction or developement of either
0il or Gas in any part of the county,ineomuch as there are
serveral sands and fornations. above and below the .icture
v1lifZ Jormmtion (fro.: which petitioner obtains gas).

wherefore peti’'ionrs,as rrotestants,pray that said petition
be denied.

:ospectfully submitted.

. - e e e am e =t mm e W e s e cm S L e e e e e e W

~ame of langd, owner.
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UNITED STATES
DEPARTMENT OF THE INTERIOR
GEOLOGICAL SURVEY

P. 0. Box 997
Roswell, New Mexico

April 29, 1948

(e /26
Mr. R. R. Spurrier

Director, New Mexico 0il Conservation Commission
Box 871
Santa Fe, New Mexico

Dear Diok:

As a result of your comment during our brief visit in the
Survey office in Artesia on April 21, regarding the relatively
wide distribution that might be given part of the material
included in the report entitled “Allooation of Gas Withdrawals
Among Wells in the Fulcher Basin Fool™, I reviewsd the originsl
draft of the paper and found that a few minor changes and
revisions would be desirable.

I sm enclosing a copy of the report on which the desired
changes have been indicated by penciled notation (psges 3, 5,
6 and 7, and figure 1) with a request that the materisl repro-
duced for distribution bte conformed accordingly. )

Submission of the edited copy transmitted herewith does not
ohenge or modify in any way restrictions that may have been
expressed by the Supervisor regarding the use or distribution of
the material contained in the draft of the report handed tec you
at his direction when you visited this office several weeks ago,

Please call on me if I can assist you in eny way.

With sincerest regardis,

Very truly yours,

M, A. SCHELLHARDT,
Gas Engineer,
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e e Ommmisnion and fts
Bomoruble Nubeve:

This is a Potition for an oxdey of the Commizsion fixing by appromriate
rules amd regulations the spacing requiremsts applicakle %o welle hereefter
Grilled n e Kutz Cungon gas field and in the Fulcher Besin ges field, Sen
Jun Oswnty, sod related matters. Your Petitionsr, Sontherm Union Produstiom
Conpuny, & surperutisn wuthorized to tremsest dusimsss in Now Maxico, mintains
an offise in Samte Feo at ihe cormer of Maregy sl Otero Strests and an office
ia Farmington.

Putitionsr vould show the Commission as fellows:

1.

™he Ktz Canyon and Fulcher Basin fields are produstive of nmaturel gas in
commroisl quentitios from the Piotured Cliff samdsions formaiien emscwmtered
at depthe ranging Detwesn 1700 and 2300 feet, aprroximately. The fislda ave

moduoing area. T™e term "general aren’ will be used herein to refer to these
A7 f1elds, a5 they may be extanded from time to time, The lands now Jnown or
reasonably regardsd ss proved to be produsiive of naibuwrel gro In comersial
quentitiass from the Plotwred CLIFf are those described in ixhibit A annexed.
Ltooording to rebitioner'u lafoveatlon, there ore now ¢ totel of popragi-
mately 76 wells in the gensnal arese which are productive of natwrul gas fron
the Plotured Cliff. Except for thome very recently completed and 1n the oro-
es6o of bheing connested, each such well ls connected with end producing into
the natwml ges Srensportation systea of Uouthern Union Gas Compeny extending

Srews pas crers o Len Jwan cowmty, Jow Hoxicos, W exinting merkets In Jnnta o,




Albuquerque and elseviere.
3.

Petitioner has been astively engaged for many years in operatiag ite eva
walls and cortain othene in the genersl ares. It hes acowmlated statisties
and othar inforwmation bearing wpom the pexmeability, perceity ané produwsing
charasteristios of the Pletwed C1iff, and from swk imforsstion delisves
that a wll canpleted in the Plstwmed CLiff will in an orderly samer &ruin
e frem not 1ase tham 160 aaves of Ut ferzation] hemce, that msve demse
drilling is wmeesesary and wmeesmamic.

Although there are exceptiens, rreviows Srilling in this avea hes gmmer-
ally esmfucmad %o 160-acre syasing, vith wells lecated substentially ia Whe
osmter of & mait. To seam sxtent this spacing pattern 1s s result of the
fast et &wring Vorld Ver IT the Commissien's spacing rule applisadle t» ges
aveas provided gamarelly for ame well % each 160 acres. 7o scme sxtamt 1t is
4o » the smrent peliscies of the Maited States Geslogicsl Swrvey in its exes-
oiae of Jurisiistisn ewr oil ani get practioss affecking the subetantial fedeyanl
asreage in the sres. v somw extent, mrecver, it is a result of Petitiomer's
own convistions, dased ¢ca the date scowmlated from ite owm and other wells,
and the convietions of certaln other opsralors.

Daowledge of e geneyul area and {ts charscteristics las, of cowres, in-
creased vith axteesions of the proven acreage aad other dovelorommts, artica-
larly iz recemt years. Nusk of this pertinent information has not yet beem sub-
mittad to the Commission in appropriate fore.

L,

The preaent spacing rule applicabls in the genernl sree appears to he con-

talned in Section 1 of Order 637 effesctive March 1, 1645 (the Statewide Order),

'hia FI ” ﬂ - N . %, LS }_‘b_ ‘l“"’j
m wt‘ A X 4 Gt e drte Al {L lu,_( G adrhrnde s’ :
'- ‘ \ £ o4 Y /uJ Wy dreSitey 4pti.
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"1, (a) 1. e s o + Bo well shall be drilled closer to any unit
boundazy 1ins than 330 fect oy less thun 660 Teet from any other well
except upon petitlon, notice and hearing ss provided by law, provided
sach wnrthedox well locetion will create neither wasts nor hasards
conducive to waste.”

T™he precent speoing provision, therefore, would peymit the location, on
Lo-gcore trects, of proposed welle within 330 feet of ary estedilshed drillinmg

wnit, including those i0-scre wnite nov oxisting in the gensrel mrea vhich are




producing gas from one oentrully located well, It is apparent that under present
spscing rulss the recent marked activity and ocompetition for the limited attrec-
tive screage avalladls will result in 330 foot offeet wells in a gas area end,
eomsequiutly, in competitiwe offwot drilling of wmecessary vells -- on wnits
alveady estadlished in addition to those to be sstablished in the futwre. In
this commsctisn it is delieved signifioemt that Section 12, Chapter T2, Laws of
1975 (Sestien 69-213, New Maxioo Statutes iznoteted, 'Al Edition), while 1t is
agplisabls to o1l or oil and gas wells, pxovides in part as follewe:

“We irillisg of wawesssary vells crestes five and other hasaxrds
canfusive 4o veste, i wamessssarily ineresses the yredustism cest of
ol and gae % e opsrster, and thus also wmsossserily insveases the
osst of the yeoducts to the ulttmste conswesr."

I¢ 18 also signifisent that by Sectiom 10 of the same emmctmsnt (Seotion
=211, ‘hl Mition), the Coumission is sxpressly awthorized to make rulse, regu-
1atiens amd crdars fixing the speeing of wells. Noxesver, the Commissiom po-
susets, snd In severul irwtenees has exereised, sutherity to premmigate special
rules and regulations sppliocsdls to a pwrtisular avea of prodwstion.

5.

2y mwepsr ruls, regulation or order of syecial spplication to the Kntz
Canyen-Fulcher Buasin gemersl axea, as {t may be from tims U0 time exterdsd, the
Commission shoulld insngurate snd extoree a spacing program which will soonomi-
eally and effectivaly permit, without umweoessary drilling costis or opsrating ex-
pemees, the recovery of natural gas resasemmbly producidls from that mres. Peti-
tiomer is wwpared to swbiait evidenoe pertinent to 2 proper apscing progrem,

From the informmtion SWLIADI® 0 it rewilisons Wiisves wal,; S=oIpt In wmuewne)

instances, s miform spacing unit of not less than 160 sacres should be provided
with respect to wellas hervafier drillced in the gensrazl aree,

Altention 1s directed to the increasingly coumon practice of wocling lecss-
holds for exploratlon and development, particulsrly vhere amall tructs in gae
arees are lowolved, aud 0 the expeditiows .wthad nov yrovided by opplicable
gtatutes and voguletions for commmitizing redersd oll o jno suieigs Wil odior
lands, Moreovor, the Commilssiener of Fubllc Londe is suthorized in proper canse

W aprrove and conaent to wnitizetion programs involving Slate of Hew kexico

leanes,




VEERXNMCER, Petitioney requeets that the Cosmission, after petice and
hearing &8s required by law and applicable regulatioms, snber iis proper swder
or ordary fixing the syscing of wells hervefter &rilled in the Kets Caxpyon-
Faloher Dasin gmeral area of prodwotien, s it may de from time to tise
exbenied, su the dusis of one woll st spproximately the center of a 160-
esre &rilling mit in svllwtantially the shaye of & sqmre, vith suitadls peo-
visiena fer any velated maitere, inclwling special apprewal, sfter noties
um‘dmmmmwwu-mcw
of avalladle wnits or by the natave of the terrain; and, pmnding final sctica
on swsh regmst, that the Commiseion, ita agnts and ssployess Yefrain as &
mtter of policy from appreving or pernitting to becoms ef'fective sny Notice
of Imtemtion to Drill mow or heveafier om fils with respest to & well in the
gensval ares vhigh does net provide fer the looation of swch well at or with-
1a & eessmabls distames of the cember of its &rilling Wit semsisting of
160 aswes, mure or loss, in swbstantially the shaps of a square.

Fotitionsr hecedy affers to swpply swch inforwation comgerning the sabject
mmther of this appllieation as is awailsdle to it.

Bespecifully swhmitted,
SOUTIERN UNION PRODUCTION COMPANY

\

Ry C_

AT'rxtS'rx

Assxstant ue:r@?l T

VI DFIOLN TS
RERAE 3 AT AGa

OTATE QF DD )
COUNRTY 0F DALLAD %

Reafore me, a Hotary Public in and Vor iellsze County, lexss, persanally
appearsd J, €, =0ID, Viee Prezident of SOUVLTN FTION YOIUCTION COMPARY, 2

corporation, well known to me to be such person and oiff'leer, and he upon oath

T




dnly afuinistered stated thet ho dad read the foregeing petition and that the
fasts therein sot furth are xwe and serrest W the dest of his information
and Selter, and that he had ecnvouted swslh: potition em deilf of said Gexrpora-
tlen a8 it free ani wliwmbtary ast sl doed, pweumt t¢ &u2 suthorisstion.

%oé%%

Sworn to mnd subscrided defore we this 2kth day of Janwary, 1948, to
oaptify vhish vitasss ay hand and sesl of office.

N Commienian Rxpives:

b
. A-r.‘l:A(‘,R!}'m
R
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ALLOCLTION OF CAS WITHDRAWALS ANMONG
T WEILLS I ﬁfl FILCEER BASIN POOQL

By 1. A, Schellhardt

INTLODTTCTION

Tn Fulcner Basin pool is siluated in San Jusa County, Kew Mexico.
veloped area, at preﬂﬂﬂc, Includes lend in the pudlic and pat-
bozories in Te 30 Ney Re 27 VWeg Te 22 Yoy, T 12 V43 and T, 29
¥., % 11 T, Zecords for April 1646 show that there were 20 productive
wells in the pools 15 of which wers on public land and 11 were located
on patented land.

The New Mexico oconservation statutes periaining %o oil and gas
dovelopuent and recovery operations include no stipulations rezarding
ratablo taking of gas from gas pools, Gas wells, however, are not
anepted by the statute anthorizing the Conservation Cormission to

"fix the spacing of wells”, Statutory provisions rogarding the rate
able taking of zas apnly onlv to zas withdrawals firon proreted oll
pools. The State consarvation 1a¢s also empowsr the Counlssion o
require that wells bs oporabad in such manner as o prevent injury to
nelszhboring lesses or proporties, and to prevent underground and sur-
fac= waste of oil end bas. Ovaration of the anly pine lins serving
e T'uloher 3asin pool, however, is subject B> Llie reglalions concorm-
in; rvighis=of=wry” for nipe linwﬂ (CLO sirenlar Yo, lj3$, vage 16) ap-
provad by the Scorstary of €1a Inlerior Yey 7, 1536,  An axcerpt frou
nose regulations follows, "Tr woproving such right-of~way srant it
ghall be specifically stetel Thet such pipe Lline shall b construciod,
sperated, nd tqnin‘*m"]“ £ocortwn earrler avcl Shat She grentee ghall
aceapt, con purch “Cnetion oil
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in suel proportionsl amountes as shall be detarmined roasonubl: by the
Secrotary of the Interlor. Inder the axisting circunsiances nceasures
developed voluntarily and applizd for allecaiing gas withirewals froa
the sroups of wells In the respective land catogories nmmon; the wells
in the respective groups mey be conformed %o principles desired,

Conventvional gas proration practices applied throusnout the
early stages of the development of the natural gas indusiry in the
nany states were predicated upon the "law of cepture", the princinle
adhered to by the courts in remdering decisions regarding the owner-
ship or accumnlations of oll and gas exisiing in or rccoversd from
natural vascervelirs, Proration »mothods that cornforaed to the law-ai~
capture prinociple of recovery operations reguircd consideration of
only one factor, availability, which gworally was expressed in terns
of open flow delivery capacity or "potential”,

The trend of statutes enacted by state legislative bodies in
recent years, however, shows an increasing tendency to regard migra-
tory minerals in place as property susceptidle to the pracepts of
ownership rights accorded to owners of land., The offect of the opera=-
tion of the revised legal oconcept regardin: nroperty ri:nts and the
ownership of oll is evidenced by two ccmmonly occeurring exanplss,
nanely, (1) participation of the owners of small areas, thet often
could not te developed individually for economic reasons, in the reve-
nues derived from wells drilled on blocks formed by the pooling of
sanll tracts to conform to establishsd spacing regulations, and {2)
comnensatory payments made by holders of leeschold rights to royalty
interests on undrilled troctg of'fsat by preoductive units, The cheyg
cconeept reserding praperty rishts end the omnership of »il now hold

B

by & large element of the oil industry s oxzressged by o vun
issued by the Foard of Dirocctors of the AP.I, in 1931, on oxe
from which is quoted as follows, " * * * * * % that it indorss
believes the pobtroloum industry indorses, the principle that each
ovnar of the surface is ontitled orly to his equiteble end ratablo
share of the recoverable 21l and s enersy in the cowron pool in

riion wnich the reoesveratle vescrves andoclying his land
.. N - . S T 1 - .l
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vhe Iatervening poriod shows inoreasing consideration for <
manlnl prineiple of property rijhts and ownership described
statanont quoled in the preccding varagraph. Orders of the
servaelion Comilssion of New lfexico portaining to oil prorate pool
allowables equally among the wells or oil vroductive units therein,
The delivery capacity factor is considered only if wells are incapabla
of producing oil at the maximum rate allocated to the respective pro-
ductive units, Wells not capable of producigg maxi:um allowables ere
clessified as marginal and their alldwablesﬁa determined directly by
productive capacityl®®

: allocation
Pro;ress toward conformation of s eddeeebbteon prectices to the

more rocently developed concept regarding the ovmership of mizratory
minerals, whioh would insurs the diverse interests ressonable oppor-
tunities to recover (not markot) their equitable share of the recover-
able gas in & ocomnon reservolr, laszed behind the advance made by oil
allocation methods toward that objective. Rozulabtory mecasures estah-
lished maximua sllowable delivery rates for natural zas wolls in
saveral states many years before the application of regulatory measwrss
to oll racovery rates beceme ;eneral, The precedents eztablishad by
sarly rejulatory practices have materially retarded the developaent and
application of equitable ellocation measures to natural gas recovery
operations,

GENERAL CORSIDERATIONS

The aveilability of gas from zas wells, usually expressed as open
flow dolivery ratse, served as e ccnventional standard for prescribing
consorvational mesasures and for prorabing narket demend smong groups
of wslls Throughout the hisvory of ;as recovery operations in many
fidlds, Proration measures prodiceted uporn the delivery capascity fac=-
tor warc bonoficiel to the developaent of orderly marketing vprograms
in many fields. A xmowledge of the delivery capacities of individual
wells and of conditiens that Influence the producing characteristics
of individuel wells and of pools as a whole is essential to gas trens-
rmission and marketing economy, Uelivwery capacitios of jas wells how-
ever do not provide & reliable index to the volume of fas in & reser-
¥Oir or To tne volume ol gjas underlying acroa e asccredibed fo individual
wells by dreveiling well spacing programs. Comsequently, thoe dollvevy
copaelty fector is not essentlal to ellocation formulss predicebcd upon
Sho prineiple bhat the owmers of produetive units deovelopsd in eontorme
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delivery onpacliy has not been Coesible physically or coongicelly,
however, throughout the operallve lives of many shallow :cas wells.
Jiffienltics that beset evalueting delivery ocapacities of the deep,
hi, h~precssure gas wells thet rceprosent an inoroasing el ement of over~
all source of supply were discussed in Rureau of ‘lines R,I, 3767, }
loreover, operation of deep gas wells will be considerably more dif-
ficult than shallow wells as reservolr pressures decline and the in-
adequacy of conventional delivery restrictions, es e conservation
measure, will be manifest at considerabtly higher pressurss, Inasauch
as the beneficlal effect of restricted delivary rates on ultimate re-
coverics fron gas wells protably is o direedt result of the corres-
ponding limitavion effected theroby on pressure differeriliels in the
reservoir, it is logical to conelude that pressure could be used ad-
ventaseously for prescridbing conservative operating practices,

Conventional proration mcasnres reduced delivery rates-{rom sas
viclls progressively as open flow delivery rates declined., The de-
croased pressure differentials that prevailed in the ressrvoirs about
the vwells under the decreased rates of ms withdrawal probably were
beneficiel to efficlency of well opsration end to ultimate recoveries
in reservoirs subject to active water encroschment, Conditions ob-
sarved in some pools in which there wes no evidence of water emoroach~-
ment, however, indioated thet woll performance was improved materially
by maintenanocs of relatively hish retes of withdrewal during the lattsr
stases of their operative lives.

RELATIONSITIPS BETWEEN PRECSURES AND CAS
DELIVIRY RATEZ RPOR CAS TULLS

Goneralized reolationships betwesn back pressures at the fasce of
the producing sand, expressed as peroonitazes of the olosed~in pressures,
and retes of gas Jdelivery, sxpressed as percentazes of the alsolute
opon=flow deliveries, for gas wells are shown by the graphs on figurs 1,
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in enplricel equation uxproessing o fundenental rolalicusiip to-
twaon rabg of flow of gas through reservolrs nbo wolls end woll
pressures::./ follows?

QaC (Pfe - ?'2)11
whore

ratce of low of pgas in cudle feaut per 24 hours,

a coefficient,

shut-in formatlion pressure, pounds per square inch absolute,
back pressure at the sand faoco in the well boras in pounds

per square inoh absoluto,

n a an exponent corresponding to the slope of the straizht-line
relationship betweern Q and (Pg® - Pg2) plotted on loparitlmic
paper,

QL
o

o
%)
[}

Linits of the range of wvalues for the exponent,, n, of the sgquation
were discugged in Buresu of !ines fonograph 72/ end in Buresu of Yines
ReI. 3767 Graphe A %o G, figurs 1, represent gemnerellred relation-
ships botween pressures at the face of ths send and rates of gas de~
livery corresponding to values ronging from 1.2 to 0.6 for the slopes
of the reletionsinips determined by plotting rate of gas delivery, Q,
a;sinst corresponding values of the pressure factor, (Pf2 - Pg), on

(8]

The graphs on figure 1 indicate that if wvaluesz of ths slopes of
the rolationships between Q and (Pfe - Pse), or values of n of the

equation for flow, Q = c(?fa - P52>n, dstermined by bact-pressure date
renge from 1.2 to 0.6, baok prassures at the face of the sand corre-
spording to delivories equivalent to 25 per cent of the sbsolube open
flows of the wells range fron wueek 87 to 95 par cent of the closad-in
pressure,  The graphs on fizure 1 show also thet if values of n range
frea: 1,2 to 0.6, vabes of gas delivery at bact pressures oislwmlonh

o 20 pov oaonk af sho closed-in presguros range fron et 13 to 27

! 1, 2 T

pur odb o0 the sbsolube opun«Llusyy dollervics of the wells
. ; i
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4 O“’H L. EGAN

Tha filing cime shows (s the date line on telegrams and dey lettars is STANDARD TIME st poiat of origia. mamhsanul,*mm

VA179 NL PD=DALLAS TEX 24 et
GEORGE GRAHAMATTORNEY OR R R SPURRIER; SECRETARYﬂ'é//A (
OILCONSERVATION COMM] SSION SF=

APPL!GATION FOR SPACING ORDER KUTZ CANYON:FULCHER BASIN
FIELDS OF SAN JUAN COUNTY AIR MAILED TODAY WITH PARAGRAPH
SUGGESTED FOR INCLUSION IN NOTICE AS FOLLOWS’ N THE MATTER .
OF THE PETITION OF SOUTHERN UNION PRODUCTION COMP ANY FOR AN
ORDER FIXING THE SPACING OF WELLS IN THE KUTZ CANYON AND
FULCHER BASIN GAS FIELDS OF SAN JUAN COUNTY (AS THEY MAY BE ?
EXTENDED\ ON THE BASIS OF ONE WELL TO A DRILLING UNIT OF
i~I\I’PROXM!ATELY— 150 ACRES WITH SUITKE?LE PROV!SIONS FOR ANY
RELATED MATTERS INCLUDlNG SPECTAL APPROVAL OF UNORTHODOX
WELL LOCATIONS WHERE NECE SSARY =

SOUTHE M UN]ON PRODUCTION CO WILLIS L LEA JRe

160w

THE COMIANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING TT3 SERVICE




CONFIRMATION

memey \J ESTER™N - e

tasa fullrate telegr sent b the full rate
DAY MGHT CODE MIGHT )
\LETTER LETTER JOBEPH L. EGAN, PRESIDENT ~N LETTER
NO. WDS.-CL. OF SVC, PD. OR COLL., CASH NO. . CHARGE YO THE ACCOUNT OF TIME FILED
Send the following messege, rubject to the terms ou back hereof, which are hereby agreed to
MEXAS TRXAS JANEMY 2%, 19A8

SOUNERAN THICH PRASUCTION CONPANY
Ry ¥illts L. Ies, Jr.

A NEv Telegraph your order for America’s favorite magazines—HOUDAY, 1 yr., §5 ¢ the [ublisbrwil > H
CURTS Post, 1 yr., $5 « LaDIES' HoME JOGRNAL, 1 yr,, $3, All prices U. S. only. No charge  peid for copits nsdosevicusly
YT ATY I for wire. Pay Western Unilon clerk for subscription ar when LIS by publisher. oo a2
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BURT BUILDING

SOUTHERN LINION PRODUCTION COMPANY //
/ [’
ATR MAIL DALLAS, TEXAB

Jenuary 24, 1948

\ \
: ¥ ol .
r " ' Cod
Mr. George Graham, Attorney or i‘ SR SYRER R s
Mr. R. R. Spwrrier, Secretary Pl Yo o L
01l Conservation Commission h‘\‘\ L i
LULOC) Lad u e

Santa Fe, New Mexico
Dear Sir: - -

As we discussed the other day on the telephone, there is
enclosed the petition of Southern Union Production Company for the
Commission's order fixing spacing rules of special application to
the Kutz Canyon-Fulcher Basin gas flelds, San Juan County, as they
may 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 a confirmation copy of our
telegram dispatched today.

Please let us hear from you should there be any particular
incidental subject on which you would like us to be prepared at the
February 17 hearing. It 1s expected that Mr. Van Thompson, our engi-
neer, and I will attend with Mr. J. R. Cole. Because of the interest
which has been indicated in this subject by other operators, it is
not unlikely that several of them will be in attendance, possibly for
the purpose of introducing evidence.

Please arrange for us to receive in due course a copy of seach
publisher's affidavit with respect to the pertinent notice of hearing.

With thanks, we are

Yours very truly,

AN
w0

Willis L. Lea, dJr.
LI TG Generel Attorney
Encls,

cc: Mr, J. R. Cole, Senta Fe
Mr. Van Thompson, Dallas
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OIL CONSERVATION COMMISSION
Santa Fe, New Mexico

IN THE MATTER OF FETTTION FOR AN
ORDFR FIXING THE SPACING OF WELLS
FEREAFTER TRILLED IN THE KUTZ
CANYON AND FULCEER BASIN GAS FIELDS
OF SAN JUAN COUNTY, AS THEY MAY BE
EXTENIED, AND RELATED MATTERS.

No L]

SOUTHERN UNION PRODUCTION COMPANY,

Petitioner
To the Commlssion and its
Honorable Members:

This is a Petition for an order of the Commission fixing by appropriate
rules and regulations the spacing reguirements applicable to wells hereafter
drilled in the Kutz Canyon gas field and in the Fulcher Basin gas field, San
Juan County, and related matters. Your Petitioner, Southern Union Production
Company, a corporation authorized to transact business in New Mexico, 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 flelds are productive of natural gas in

commercial quantities from the Pictured CLiff sandstone formation encountered

at depths ranging between 1T0C and 2300 feet, approximately. The fields are

in eloge vroximity, meay he contisguons end mey  in fact

2T A SRy

ha ecgentlally one oos

producing area., The term "general area" will be used herein to refer o these

flelds, as they may be extended from time to tilme, The lands now xnown or

reasonably regarded as proved o be productive of natural gas in cowrsvclel

guantities from the Pictured CLIfT are those described in Exhibit A annexed.
2.

According to Peltitioner's Information, there are now a twtal ol approxi-
mately 76 wells in the general arca which are productive of natural gas from
the Pictured Cliff. Except for those very recently completed and in the pro-
cess of beilng connected, each such well 1g comnmected with and producing inte
the natural gas transportation system of Southern Unlon Gae Company extending

from gas oreas In Sen Juan Counly, liew lMexico, o existing merkets In Santa Fe,




Albuguerqgue and elsewhere.

3.

Petltionser has been actively engaged for many years In operating its own
wells and certain others in the general area. It has accumulated statistics
and other information bearing upon the permeabilitvy, porosity and producing
characteristics of the Plctured Cliff, and from such information believes
that a well completed in the Pictured Cliff will in an orderly manner drain
gas from not less than 160 acres of that formation; hence, that more dense
drilling is wnnecessary and umeconomic.

Although there are exceptlions, previous drilling iIn this ares has gener-
ally conformed to 160-acre spacing, with wells located substentially in the
center of a unit., To some extent this spacing patiern is a result of the
fact that during World War II the Commlission's spacing rule applicable to gas
areas provided generally for one well to each 160 acres., To some extent it is
dvue to the current policies of the United States Geological Survey in its exer-
cise of Jurisdictt-n over »il and gas practices affecting the substantial federal
acreage in the aresa. To some extent, moreover, it is a result of Petitioner's
ovn convictions, based on the data accumulated from its own and other wells,
and the convictions of certain other orerators.

Knowledge of the general area and ivs characteristics 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-
mitted to the Cormission in appropriate form.,

!Lo

The present spacing ruvle applicable in the general area sppears to be con-
tained in Section 1 of Order 637 effective March 1, 1946 (the Statewide Order),
which provides in pert:

"1. {(2) 1. . . . . lio well shall be drilled closer to any unit

boundary line than 330 fect or less than 660 feet Trom any other well

except upon petition, notice and hearing as provided by law, vprovided

such wmorthodox well location will create neither waste nor hazards
conducive to waste."

The present spacing vrovision, therefore, would permit the location, on
ho-acre tracts, of proposed wells within 330 feet of any estoblished drilling

unit, including those 160-scre units now existing in the generel ares which ere




producing gas from one centrally 1oca§ed woll., It is apparent that under present
spacing rules the recent marked activity and competition for the limited attrac-
tive acreage avallable will result in 330 foot offset wells in a gas area and,
consequently, in competitive offset drilling of ummecessary wells -- on units
already established ‘1n addition to those to be emtablished in the future. In
this connection it is believed significant that Section 12, Chapter T2, Lawa of
1935 (Section 69-213, New Mexico Statutes Annotated, '41 Edition), while it is
applicable to oll or oll and gas wells, provides in part as follows:
"“The drilling of unnecessary wells creates fire and other hazards

conducive to waste, and unnecessarily increases the production cost of

01l and gas to the operator, and thus also wmnecessarily increases the

cost of the products to the ultimate consumer."

It is also significant that by Section 10 of the same enactment (Section
69-211, ‘41 Edition), the Commission is expressly authorized to make rules, regu-
lations and orders fixing the spacing of wells. Moreover, the Commisslon po-
sesses, and in several instances has exercised, authority to promulgate special
rules and regulations applicable to a particular area of production.

S5

By proper rule, regulation or order of special application to the Kutz
Canyon-Fulcher Basin general area, as it may be from time to time extended, the
Commission should inaugurate and enforce a spacing program which will economi-
cally and effectively permit, without ummecessary drilling costs or operating ex-
penses, the recovery of natural gas reasonably producible from that area. Petl-
tioner is prepared to submit evidence pertinent to a proper spacing yprogram.
From the Information aveilable to 1t Petitioner believes that, except in unususal
instancss, a uniform spacing unit of not less then 160 acres should be provided
with respect to wells hereafter drilled in the general sarea,

Attontion is directed to the increasingly cormon practice of pooling lease-
holds Tor exploration and developuent, particularly where small tracts in gas
areag are Involved, snd to the expeditious mothod now provided by applicable
gstatutes and regulations Ffor cormmmwmitlzing federal oll or gos acreage with other
lands. lioreover, the Cormlssioner of Public Iends 1s aubthorized in proper cases
to approve and consent to wnitization programs involving State of liew Mexico

leases.




WHEREFCRE, Petitioner requests that the Commission, af'ter notice and
hearing as reguired by law and applicable regulations, enter its proper order
or orders fixing the spacing of wells hereafter drilled in the Xutz Canycn-
Fulcher Basin general area of production, as 1t mey be from time to time
extended, on the basis of one well at approximately the center of a 160-
acre 4rilling unit in substantially the shape of a square, with suitable pro-
visions for any related matters, including special approval, after notice
and hearing, of umorthodox well locations necessitated by the size or shape
of avallsble wnits or by the natwre of the terrain; and, pending final action
on such request, that the Commission, its agents and employees refrain as a
matter of policy from approving or permitting to become effective any Notice
of Intentlon to Drill now or hereafter cn file with respect tc a well in the
general ares which does not provide for the location of such well at or with-
in & ressonable distance of the center of its drilling wnit consisting of
160 ecres, more or less, In substantially the shape of a square.

Petitioner hereby offers to supply such information concerning the subject
matter of this application as is availlable to it.

Respectfully submitted,

SOUTHERN UNION FRODUCTION COMPANY

{ES Tt

ya 2

Assistant Secrezé;)/‘

VERIFICATION
STATE OF TEXAS )
COUNTY OF DALLAS )
Before me, a Notary Public in and for Dallae Cowaty, Texas, personally
sppeared J, C, REID, Vice President of SOUTHERN UNION IRODUCTION COMPALY, &

corporation, well known to me to be such person and officer, and he upon oath

- -



duly administered stated that he had read the foregoing petition and that the
facts therein set forth are true and correct to the best o1 his information
and belief, and that he had executed such petition on behalf of sald corpors-

tion as its free and voluntary act and deed, pursuant to due authorization.

%CW

Sworn to and subscribed before me this 24th day of January, 1948, to

certify which witness my hand and seal of office.

Notafy Public in“axd for
Dallas.County, Texas

My Commisglion Expires:

Gy
L v : County, Texa:
Hey ol espires June 1, 19, o~

......




EXHIBIT A

Description of lands known or reasonably regarded as proved to be
productive of natural gas in commerclal quantities from the Pictured

Cliff.

Township 30 North, Range 12 West

Sections 28, 29, 30,
32, 33, 3k All

Tovnshlp 29 North, Range 12 West

Sections 1, 2, 3, 11, 12, 13: All
Section 10: Ei

Township 29 North, Range 1l West

Secticns 18, 19, 20,

28, %9, 33, 34%: ALl
Section T: W5
Section 21: W3

Township 28 Horth, Range 1l West

Sections 11, 13, 14, 2k: All

Township 28 Nerth, Range 10 West

Section 19, 29: All
Section 18: W3
section 20: W3
Section 30: &
Sectlion 32: E

UL IV

=1\
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Pleass arvange for us t0 receive in due oourse a copy of each
ing.

Publisher's affidavit with respect to the pertinent notioe of hear

With thanks, we are

Willis Y. Lea, Jr.
WLIAYG Genersl Attorney
Encls.

cos Mr., J. B, Cole, ianwa Fe
Mr. Van Thompeon, Dallas

TIbcLRLy




NOTICE FOR PUBLICATION
STATE OF NEW MEXICO
OIL CORSERVATION COMMISSION
The State of New Mexlco, by its 0il Conservation Commission, heredby gives
notice, pursuant to law, of the following public hearings to be held February
17, 1948, beginning at 10:00 o'clock A.M. on that day, in the City of Santa

Fe, New Mexlco:

Case No.,
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 af San Juan County (as they may be ex-
tended) on the basis of one well to a drilling unit of approximately
160 acres with suitable provisions for any related matters including
special approvel of wmorthodox well locations where necessary.
Given under the seal of the 01l Conservation Commission of New Mexico, at

Santa Fe, New Mexico, on January , 1948,

THE STATE OF NEW MEXTCO acting by
and through its Qil Conservation
Commission

By: R. R. Spwrriex,
Secretary

(SEAL)
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WX MFX1CO OTL COMSKRVATICN CodedIs:.iom
BANTA FF, NV MIXICO

ke wmo., 26
FRERYAS, after duwe notice au required Xy low the Casmiscion held a pubdic

heartng in Banta Je on Pelruary 17, 1983, to consider the petition of Southern

Mnion Proftwrtion Company for e adoption of an onder {ixing the spacing of

vells hareafter 4rilled in the Xute Cammm-Puloher 3usin gas fislds, U-a Jusn

County, Bow Mexioo, s related mttore; and
VIRRTAS, the Comission laviag cconldered the evidomce wdduoed st sueh

hsaring pertinmt informtion othervies aveilable in the Ccomission's recceds,

the statemmnrts mde and viswpointa expressed Iy Interestsd perties at or in com- 1

aveticn vith suoh Bearing, |
7INE, fTum the ovidence adduces:

A. That the Kutt Comon mod Pulohar Basin gme Tlelds are produstive of mat- ‘
wal g from the Plotured ClifY sandetons Zoruation, that such flelde aye om-

tigwons and frum all informetion svallable to date appesr t0 o ons comtinuous \‘
b produning xroe or pool in the Cl{otured ClIfF, with p total of ower ¥ pro- ‘
dwsipg gan wolls st the present tiw
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S

affeating the substamtial fodternl wcresgs IAVOLYd), & fairly uniform spacing of
e wall 0 160 scres Dae Meretcfore prevelled In the poal;

Bs That anw well vwill, exoept in wmusual instanooe, scanomionlly end ef -
footively druin tho recoverudlc gae la an onderly meaner roa at lsast 150 acres
of U Plotwred CUIfT pool amd, sooardingly, that mora dense spaciag in the peal
will, e & geusral rule, result in vusie or in waecescery hstards comfiwsive ¢o
waste and wanecedsarily incresse the costs of developosnt spd profustion;

E. That, exespt in umusoel insteneed, the volume of recoverahls gas in the
poul 4does not undsy existing coditions afferd scopomit Justificetion for the
drilling of wells cn mits &f lose then 102 acres, =ore dense specing deing,
thevefore, 1iMely te vesult iz rewsrdation of developmsat, prewsture abandopment
of volls and ia other conditione wasteful or conduoive 0 weste;

F. That for wells herenfter drilled a genesul specing petiern of ane oem-
trally iceated well em & walt of 160 ecres, substemtially in the shaps of a
square, (s required o prodset the equities of thowe ving intereeta in wells
mretelore drilled an 150-aere tracts, for whish geteral apacing pattaen the poal-
ing of properties should W emoouraged what DeosESRry; X

G, That W a8 prodaciive ava of e poul s likely o ™ subetsnilislly
nore extensive (n one of aore directiinne, then the prescntly developed portim
theweot

B. Tt the dofinition of the pool}, contuined herein, is resacmsdle and 1o

e o rn————

oecsseaYy %o the efficady of this apacing oxdar; and

Ng4o7Ty

y

1. That waeve will result in e drdllin: &7 wlis in e pool, «& bereln
aftoyr defimmd, mloss spocis]l rules 20 regulaivnz urs sdontad Tor e nreven-
tho Shamme of ) T 20 E T L et siagee e s o iadfenn s Dol
samdry Lo oorevent sueh weste o Woowds coriive fo weste, L) osyuetsat sresond

souities ol o peovide Por e o en ) develugmnl o g ernnlin et nosh Lt
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Canon-Fulcher Seain axea, defined below, in addition to the Cwamisaion’s sapplic-
able rulss, regulaticns end Srders heretofurw or heoreafier sdopted to the extemt
not in omaflietd herewsth)
Seckicn 1, Mo vell shall be &rilled or ccapleted or rvcospleted, amd no
Botios of Intatim to Drill ar drilling pex .t with respect tc 2 well
shall W gremded or drilling location ctheywise permitted t0 become ef-
feotive, misas
(a) owch veli de located ot o desigsated drilling wnit of nat lees
then ooe mired eixty (160) acres of lamd, aorw or less, acoocrding
o lognl cubdivisions of the United States Land Surveys, in whiah
wmit all the izterests sxe oomaoclideted ly pooling agresmssnd or oth-
wvies and 0B wiich Do other wel)l is conmpleted, or authorized for
ocoapletian, in the pool;
(3) such drilling unit be in the shepe of a square axcept for normxl
variations in legal suddivisions of the imibved States Lands Uuwrveys;
ad
{c) suwsh weil be located n its drilling wmit at a distence from the
mbeids Wit SGEtariss of 29t lese thom sever huMired Tifty feet
{750'); prowided, 1Y such proposeéd new well is €0 bs uu offwet to sy
then producing gas vell completed in the pool, o the drilling of
which vas suthorised, pricr %0 the effective date of this omar,
looated on an od Jolzing wnit in walck the interesis are rwi identiosl

with thooe in thes mit sronceed %0 e drllled, such ropomed well xy
A e located and drilled offsevtine (he slotin wall aul sk cloe: 1o
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iag to e requiressats of Secticn 1 above 1f the Commisslon shall (ind

that the property senght %0 ¥ 4Arillsd would de deprived of an opportmity
% produce gas from the pool in the abesnte of suck exoeption, and smll

also find ane or more of the following conditions to exist:
(a) dhat coasolidation or poaling of the propery- sought to b érill-
od vith necssemyy adjoining lsd, notwithetanding dilipwmt efforts
mads in good falth, fs fwyossille or lmprestical;
(P) that the proparty sought to be drilled is located within a than
developed portim of e poal snd ite nm-onforuing sise or shape
ins due 0 e ad olning developnd propsrtiss in the poal;
{c) that beceuse of the pature of the terrain, locetion of tae ro- ;
poast wull at a lesser distance from coe of the outer boumdaries of 1
its driliing mit should e rermittad; or
{4) that Wy reasan of the loomtion of the propexty soucht to bedril)-
od along the southesat or northeast flaxnk of ~ developsd portion of
the ares; 1% sppests {mprodadle that as which cen de produosd in pay- ‘
ing quntities vill e encountered if ths well conforms W Sectiam 1, %
1a whicsh soac the Comedeaton mey a0dify the regqulcem % of Heotiam ) '
as to such well to the cxten® 1% Coezs Decessary; provided, 1t shall m
be the gemerel policy of the Comminston in any such case S reguire ’
the pooling of propertles o sonsolidate interecin ir at lesst 160 { '
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The Comission rewssves ths right to fzmpose eny sl sll ressonable oundi-
sione upon e gremting of any sush axceptian, snd Lo tales all other proper
astions ia the exervise of f48 Jwrisdiotion over tiw spacing of wells or 14
other powers ommferyed &y lav, exyreas or iamglied.

IT I FURNDR ORIERYD that, in scccxdamos with recomsadations of the Sew
Maxico Nomnclatwre Comnittes sppyoved and sdopted W this Commission, the
Meotwred C11fT gae prodwsimg pool in the Kwis Camon-Fulcher Besin asea, to vhioh
this erder opplice, is defined to incluis initially the following deseribed land
i S Jum Comxty, New Mexioco:

» »
37, 33, 3b:
Sectioms 19 & 20 : S
Section 3} | & B
Seotiem 35 1 5% & W/
Sectiom 36 :
Section =7 t 834 W
2 Range 1 Vest
s 2, 3, 10,

n’ ‘2, 133 Al
Bestiens b & 2% & 6%
Dedtiom b :

Sectimn 13 L
Borth, i 1l Wost
s 7, 15, 13,

23, 23, 23,

29, 33, 3 AL ,
Section L
Sectiomm 16 & 26 1 oUW,
Section 27 ! G% & B
Sectiom 17 S5 v
Zeotiona 30 & 30 T b N
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Fl Fidel Hotel

011 Conservation Cormission
Senta Fe, New Mexico

Gentlemen:

The writer has made a study of the petition of

- Southern Union Production Company for a specing order
fixing the spacing of wells hereafter drilled in the
Kutz-Canyon-Fulcher Basin gas fields, looking towards
the best interest of the Unlted States, the State of
New Mexico and the development of potentisl areas in-
volved. It is my opinion that this proposed program
is sound. No doudt, there will be instances where
exceptions are warranted, which would come umder the
wise discretion of the New Mexlco 0il Conservation
Commission.

Respectfully,

' J. Hudson

JIJH:fr

cc - Sowthern Union Production Company
Burt Bullding
Dallas 1, Texas

Albuguergue, New Mexico '—553.73 i

February 13, 1948 W pes
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tan Joan County, ow 0. 100a
Cevrunry, 1946,
Ly -
“he j'ew .axligo (il vy Gam Concarvaticon oot
"oxxiasion. ‘ ST B .
santa fa, liow Sa:ico. S T 4
Cen’ lemon Qoo

“he and rsigned o ners of fee lande situated 11 an Juan (ounty,
ro-, sctfully sudbmit thsir ouposition to the granting of the petition
of 300 herm Lnior roduction Commny, now jending before the Commisaionm,
such petition being ent it led;

"Iu the matter ol the potition for an Urdey fixing the
apacing of wells heroinafter irilled i the zats “anyom
And ‘alcher asin lalds i: Jan Juan Tounty AT THY 14
3 TIEDEM snd cel o ted mullorse”

[av)

area oicveloped, botx aa to 0il apru guls
G unero B o0il and gas leases have been mecured by ajor =nd
Indspendent opreratars s~bracingy units lass tharn 160 acres,

B ‘no Jtnte of [lew [arleo has 1’08ed TaRy oll znd gan lez=zse,
¢ state and ias'ituiloral linds  nc wny 9f such leases are
i rrmller unity than 160 ac-eo, any bsing for 40 3¢ a3,k
40798 and 120 atres.

'ha Conmizaloher of -ublliec landim {(sm: the tale!) will be in
a poaition of davin: isaus: oil am & gas lemses,acos . ting
mon ¥ thexsfor, anc then not allowing \avwljgg 2nt o sueh
leased lemds. TI7 a 160 u il ba adonteile . £.s

Lar oasition {ncvlui:s the following,.
le e doon the granting of the etition wiil re-ualt in a
i advrntage to operators an a whole, ~ni to ths itate
of lew l@cleo, and {o the fos lind owners, -
2o 14 martioeular we 0.p0%e wny rala or rogulation vhersand:r the
preaant ‘ats anyon nnid ulchor Jamdr. 7 alds mny be EXTENDED.
3. 1 mator part of the lands $:: ths eounty (!nolading 3tate lands)

O« he pet floner,who have hernt0iore .@veis.ed cerizi.. of iim lidds
nov withtn the area of the suts ‘sr7on ane ulcher asin Ticlis
canrosed of notamml pae to the sautharn dnion Gre Tonpany, its

\‘
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8. 0 rile or regulation shoild be ado;ted that would interfere
or restriet or -etard tix develojencrt of lanie within the
oouniy as to exploration,yrodaction or dews lopement of either
Al or Gas 1:n any part of the gouanty,insocnich aa there are
serverasl sands and for ations. adove and bdelow the . icture
~11€7 forirtion {(iro - which patiticner oblalne gas).

“herefore yetl ionrs,as .rotestante piay that said potition
be dented.
Lospaatfully subaitted.
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NEW MEXICO OIL CONSFRVATION COMMISSION
SANTA FE, NEW MFXICO

-
- e

e AT AL (T

In the matter nf the petitian of the Southern Union
Production Corpany for an order fixing the apacing
of wells {n the Kutz Canon and Pulcher Basin Gas
fields of San Juan County (as they may be extended)
on the btasis of ore well to a drilling unit of
approximately 160 acres with suitable provisions
for any related matters ineluding speeial approval
of unortholdox well locations where necessary,

ORDFR NO,

WHERTAS, after due notice as required by law thc Commission held a publie
hearing in Ssnta Fe on February 17, 1948, to consider the petition of Southern
Union Production Company for the adoption of an order [ixing the spacing of
wells horeafter drilled in the Kutz Canon-Fulcher Basin gas fields, San Juan
County, New Mexico, and related matters; and

WHERFAS, the Commission having considered the evidence adiuced at such
hearing, pertinent information otherwise available in the Commission's
records, the statements made and viewpoinis expressed by interested parties
at or in connection with such hearing,

FINDS, from the evidence adduced:

1. That the Kutz Canon and Fuleher Basin gas fields are nroductive of
natural gas from the Pictured Cliff sandstone formation encountered at deoths
rangirg between 1700 and 2300 feet, anproximately; that such fields are con-
tiguous and from all information available to date apvear %5 be one continuous
gas producing arsag

2, That sueh aven has onroducced natural pas for more than 1) years, during

which time Lhe average of well head pressures has deelined to apsroximntely 385

3
fed

P.S.I. zauge from an taltial fleld oressure of avproxilwately 525 P.8,1, gauge,

such nariods

3, That by reason of rules of bhle Cornviilssion nyaviously aovlicabls to
the area, of the veneeal oractices of certain overators in the arca and of
polictes of the U. S, Goolonierd furvey (having jurisdiction over oil and gas
vrantices 2ffecting tho substantial federal acraaan 1n7017ei9) a fadrly unifors

spredns onbhern ol one voll to 140 neves has horatofove vrovailed dn the ureag




4. That one well will, except in unusual instances, economically and
effectively drain the recoverable gas in an orderly manner from at least
160 acras nf the Pictured Cliff and, accordingly that mors dense svacing
will, as = general rulae, rasult in waste or in wnnecessary hizards e-nducive
to waste and unnecessarily increase the costs of development and production;

5. That, except in unusual instaaces, the volume of recoverable gas in
the Pietured Cliff reservoir doeg not under eiisting conditions aftord
economiec justification for the drilling of wells on units of less than 160
acres, more dense spacing being, therefore, likely to result in retardation
of development, preméture atundonment of wells and in other cinditions wasteful
or conducive to waste;

6, That for wells hereafter drilled a general spacinr pattern of one
centrally 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 the pooling of properties
should be encouragad when necessary; and

7. That waste will result in the drilling of wells in the Kutz Canon-
Fulcher Basin ares, as héreinaftet defined, unless special rules and reguletions
are adopted for the prevention thereof, and that the special rules and reg-
ulations provided below are necessary to prevent such waste, to protect present
equities and to provide for the orderly development and operation of such areaj;

THYRFFORE, IT IS ORDYRED that, effective immediately, the following rules

-y
and regulations shall apoly to wells hersafter drilled or completed or recompleted

to tha Pleturad Cliff in the Xutz Canon~Fuleher Basin aren, defin2d bslow, in addl-
tion to the Comnission's rules, regulations and orders neretofore or hereaftsr
adnpted to the extent not in conflict herewith:
1, o well shall be édrilled ovr copletod or recompleted; and no
ariliing permit 3hall be granted or drilling loeation otherwise
permitted to becoms effective, unless
(a) such well be located on a drilling unit of one hundred
sixty (163) acres of land, more or less, according to of-
fietal government survay, in which 211 the dnterests are

consolidated by pooling agreement or otherwlise and on which

no othor Ploture C14£f well is located or drilling




(b) such well be located at the center of its drilling unit

or at a distance from the center not greater than one-eighth

(1/8) the width of such unit at its narrowest part; and

(e} suoch drilling unit be in the shape of a square except

for normal variationa in land divisions of the government

survey,
2, Any provision to the contrary notwithstanding, the Commission
may in proper cases by order entered after notice and hearing, as
required by law, grant exceptions and permit drilling locations
to become effective, thereby authorizing the drilling or come
pletion of wells to the Plctured Cliff not conforming to the
requiresments of Section 1 if the Commission shall find that the
property sought to bs drilled would be deprived of an opportunity

to produce gans in the absence of such exception, and shall also

find one or more of the following conditions to exist,

(a) that comsolidation of properties through pooling of interests

in additioral land notwithstanding diligent efforts made in good

faith; is impossible or impractical,

(b} <that the property sought to be drilled is located within

a developed portion of the area and its unorthodox size or shape

is due to the adjacent developed properties;

(e) that because of the nature of the terrain, location of the

proposed well at a greater distance from the center of 1ts drilling

unit should be permitied; or
! (d) that by reason of the locatlon of the property sought io be
drilled along the southwest or northeast flank of a developed
portion of the area; it apvears Impossible that gas which can be
produced in payiuz quantitfes will be encountersd L the well eon-
formg to Section 1,in which ence the Commission may modify the
requirenanty of Scoction 1 to the exbent it deems necezs:ry; provided,
1t shall be the general policy of *he Comalasion in any auch case
to require the pooling of vroporties to consolidate interests in
180 acres if wracticzl to do so, whether or not in the shape of
a square, anl to requirae that the well be locsted al least

thirteen hundred twenty (1320) foct from the nearast vell pro-

Tiedne fean the Diatupel 148 10 aeaetizal 4 do o6




The Commiassion reserves the right to impare reasnnable conditions

upon the granting of any such excention,

IT IS FURTHFR ORDFRED, that the Kutz Canon- Fulcher Basin area which is

subject to this orier, herein cometires termed the Marea", shall be those
lands in T,30M, R 12W, T 29N, R. 12W, T 29N, R, 11W, T 28N, R 11W, and T 28N,
R, 10W, NM.P.M,, vhich are commonly known as the Kutz Canon or Fulcher

Basin gas field, or as both such fields, and also all land located within

——T T e

one (1) miie of any well in such flelds which is capable of producing natural
gas from the Pictured Cliff, including wells -ereafter drilled which extend

the gas productive area of sich fields; provided that the term "area® shall
not include any lands now or hereafiter included ty the Commission in some other

field or fields,

Entered and adopted by the 0il Conservation Commission this ‘

day of , 1948.
CHA TRMAN
COMMISSIONTR
COMMESSIONTR
DE L
i
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Suite 17, Radioc Plaza o, .y John J. DPempsey
Telepheones 3083 'S o i Presidemt
o E
Dempsey Realty Company
Santa Fe, New Mexiece
March 3, 1948

Mr. Dick Spurrier
State Geologist
Santa Fe, N. M.

Dear Mr. Spurrier:

I wrote you requesting before a decision was made by the
State 0il Congervation Commiesion in connection with the spacing
requsst in an &rea of San Juan County by the Southern Union Gas
Company, that I would be permitted to incorporate a statement in
the proceedings. I now find that the lande I am developing are
not in the area embraced by the hearing. Therefore, I have no
further interest in the matter.

Thank you /rr xindly.

7
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PROXOSZD ORDE

BEFORE THE OIL CONSERVATION COMLISSION OF THE
STATE OF NEW MEXICO

IN THE MATTER OF A HGARING CALLED
BY TH:S OIL CONSERVATION COLu{ISSION
OF THE STATE OF NEW MEXICO FOR THE
PURPOSE OF COIISIDERING;

CASE 0. 126
ORDER KO. 748

IN TYE MATTER & THE PETITION OF THE

BOUTHERI UNION PRODUCTION COMPANY FOR AN
ORDER FIXING THE SPACIHG OF WELLS IN THE
KUTZ CANYON-FULCHER BASIN GAS FIELDS OF SAN
JUAY COUNTY (AS THEY MAY BE EXTENDED) ON THE
BASIS OF ONE WELL TO & DRILLING UNIT OF AP=
PROXIMATELY 160 4CRSS WITH SUITABLE PROVIS-
IONS FOR ANY RELATED MATTERS, INCLUDING
SPECIAL APPROVAL OF NONCONFORMING WELL LO=~
CATIONS WERS NECESSARY,

PROPOS=D QRDER OF THE COM:ISSIOH

BY THE COMMISSION:

WHEREAS, after due notice as required by law the Cormission held a public
hearing in Santa Fe on February 17, 1938, to consider the petition of Southern
Union Production Company for the adoption of an order Iixing the spacing of wells
hereafter drilled in the Xutz Canyon~Fulcher Basin gas field, San Juen CSounty, New
Mexico, and relatad matters; and

VHEREAS, the Jommission having considered the evidence adducdd at such hearing,
pertinent information otherwise available in the Comnission?s records, ths state=-
ments made and viewpoints expressed by interested parties a% or in comnection with
suoh hearing,

FINDS, from the evidence adduced:

Ae That the Kutz Canyon and Fulcner Basin gas pools are productive of natural
zoec from the Picturad £1iffs sandstone formation, that such pools are contiguous and
from 211 information awailable to date aprsar to bs one continuous gas producing
area or pool in the Pictured Cliffs sandstone;

Bo That such pool has produczd natural gas for more thon 15 yaars, during
vhich time tho awarsge of wellshead pressures has declinzd wpproximetely 200 FPeSels

AV
SR

Ce That by rzason of rules of this Commission previously zpplicavle %to the pool,
of the general practices of certain operators in the arce =nd of policics of the
UsSe Geological Survey, a fairly uniform spaoiny of onc well to 180 @cres hes herc=
tofore prevailed througrout most of the pools

De That one well will, in view of present evidencs, ccononieally snd effectives
ly drein the recoverable ges from at lesst 160 acres of the pool und, accordingly,
that moro dense spacing in the pool mey be conducive to waste and will unnocissarily
inerease the costs of developnent and productions under present cconomic conditions;




~ 7

Do

Be That for wells hereaftsor drilled, a genoral spacing pattern of onc centrally
located well on a unit of 160 acras, substantially in the shape of a square, is ro=
quirad to protect thu equitiocs of those having interosts in wells neretofore drillaed
on 160=acre traocts, for which generuzl spacing pattern the pooling of properties shouls
bo encouraged when necessary;

Fe That the gas productive area of the pool is likely to be substantially more
extensive than the presently desveloped portion thercof;

Ge That waste will result in the drilling of wells in the pool, unless special
rules and regulations are adopted for the prevention thercofy3 and

H, That, whilo tho Kutz Canyon-Fulcher Basin gas ficld has boon commereially
productive for more than 15 ycars, it has not been subjoet to cooporatorse achtion ree
prosentative of the intsrest of w«ll the operatores or lease~holders within the area
during that periods In sddition, properties, holdings and/br leases of any undeter-
mined number of small landowners or lease=holders, whose total acrsage is either less
than 160 acres or includes portions of l60eacre traots, still exist within the pool
boundaries, as herein defineds Furthermore, the number of such holdings will in=
orease as the pool boundaries are extended by subssquent drillinge In recognition
of these facts, the Comnission hereby serves notice that in order to equally protect
the. interest of all property ovmars and leaseholders witnin the Kutz Canyon-Fulchor
Basin pool, exception to the following rulss will be granted iz cascs vhere it can be
demonstrated, by petition md heering, as provided by law, that compliance would
cause undue hardship, loss, or expense.

THEREFORE, IT IS ORDERED that, effeootivs on the date of this ordoer, the follow=-
ing rules and regulations shell apply to wells hereaftsr drilled or coupleted or ree=
completed to the Fictured Cliff pool in the Kutz Canyon=Fulcher Rasin arca, defined
bolow, in addition to the Commission's applicable rulss, rcgulations and orders horce
toforo or hereufitsr adoptsd to the extant nmot in conflict horowith: '

Seotion le Wo well shall be drilled or completsd or recompletod, and no Notice
of Intention %o Drill or drilling permit shall be approved, unl:ss

(a) such well be located on a designatod drilling unit of
not less than one hundred sixty (160) acres of lsid,
more or loss, according to loge) subdivisions of the
United States Lend Surveys, in wnich unit all we -
terosts are consolidated by pooling agrooment or others
viise and on which no other well is completed, or auge
roved {or completion, in ths pool;

(b) suen drilling unit be in the shaps of & square excopd
for normal wvarisbions in legal suldivisions ol the
United 3%¥ates Lands Surveys; and

(6) such well bs located on its drilling unit at 2 distrncs
from the wni® boundaries of not lessthan nine handrad
ninety feet (990); vrovided, if suea provocet n
isto be an offset to eny then producing gas ol
Plsted in the rool, or the drilling of whish &3 a:ihor-
ized vrior to tho effective date of this orier, loeuted
on an adjoining uwnit in which ths intorests svs nol ilden=
tiesl with those in thes unit propossd o be «drillsa, such
proposed well mey be locmtzd anl drilled offscibing the
existing well ard as close s e cormom nnis bow y
ling as the wall to be so offsats




Section 2e
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Any provision herein to the contrary notwithctanding, thse Commissior

may, and in proper cases will, on petition or on its own motion, by order entered
after notice end hearing to the extent required by law, grant exceptions and permit
drilling locations to become effective, thereby authorizing the drilling or ocome
rletion of wells in the pool not conforming te the requiremcnts of Section 1 above
if the Commission shall find thet the property sought to be drilled would be deprived
of an opportunity to produce gas from ths pool in tho sbsence of such oxception,

and shall also find one or more of tho following conditions to exis¥s

(2)

(v)

that consolidation or pooling of the property socught to be
drilled with necessary adjoining land, notwithstanding
diligent efforts mode in good faith, is impossible or ime
praoctical;

that the propsrty sourzht to be drilled is located within

a then developod portion cof tho pool arnd ius non=conforming
size or shape is due to theo adjoining developed properties
in the pool;

that because of the nature of the terrain, lvocation of the
proposeda well at a lesser distance from one of the outer
boundaries of its drilling unit should be permitted; or

thaet by reason of the location of the property fo be drille
ed along the southwest or northeast flank of a developed
portion of the area, it appears improbable that gas can

be produced in paying guantities if the well conforms to
Seotion 1, in which case the Commission may rwodify the
requirements of Section 1 as to such well Tto the extont

it deems necessarys

or irrespective of such findings, if tho Commission shall find that by reason of all
circunstances an exception is proper in the prevention of waste, or undue drainage
betwsen propsrties, or otherwise in the eXorcise by the Coitaission of its juris=-

diction over the
implied,

spacing of wells or its other powsrs conferred by lew, exprcss or

IT IS FURTHER ORDERED that, in accordance with recommendations of the Hew
Mexico Nomenclature Committes approved and adopted by this Commission, the Picbtured
Cliff gas producing pool in ths Kutz Camnyon=Fulcher Basin arca, to which this order
applius, is delined 5o iunclude tho fellowing daseribed 1and in San Jusn County,

New iizrioco:

r
|

Tovmship 27 llorth, Ranze 10 iicst

Suce 4 A1

Scce 3 /2

Tovmship 28 North, Ransc 10 wesh
Scce 16 Sj/@

Suce 186 S, 2

Sece 17 S".}'/{"c, 1.‘-/?,
54C53e 19,1

20, 23 ALY
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Tovnship 28 North, Runge 10 llost

Sece 22 1
Seoe 27 NT/4
Secs 28, 29 £11
Secs 30 u/2
Secs 32, 33 All

- Township 28 North, Range 11 iest
SGOSo 10’11‘12’13

14,15 and 24 A1l
Secs 22 KE/4
Sece 23 N/2 SE/4
Township 29 North, Raenge 11 ilest
Sece 6 ST/
Sece 7 %gég
Secs 17 S/2 s
Socse 18,19,20

21 All

Sece 27 s/2
Seose 28,29 & 30 All

Secs 32 /4
Sece 33,34 A1l

Sece 35 vif2
Township 29 North, Renze 12 Giest
Secse 1,2 & 3 a1l

Sece 4 NE/4
Secse 10,11,12

13 & 14 411

Seces 15 v/2
Secse 23 & 24 L11

Township 30 Horth, Renze 12 Vest
Secse 28,29,30,32

33, 34 ALl
Sece 35 Vif2, SBE/4
Sece 36 si/e

All additional lands located within one-half (l/%) mile of any par® of a drilling
unit established hesreunder which included lanc in the pool as deiiiled ur as 1o amy
be extended shall conform to these rulss and regulations; provided, however, that
such pool shall in no event be automatically extendesd so as %o include any lands
new or hereafter included by the Commission in sowe other producing arca formally
designated as an oil or gas pool in the Pictured Cliffs, provided, further, by
ocrder of this Commission the pocl may be redesignated froam tine to time so as bto
embrace other lands in the vicinby vhich are velieved, on the Lasis of additional
developaents, to be capablse of producinzg jas {rom the Kubz Conyonsi:loher Basin
pool, vhother or not such other lands shall have been at one %ine included in an=
other desiznated ficld or pool producing from the Pictursd Cliflse

Entered and sdopted by the 0il Comscrvation Commission inic 14 duy of limy, 1948,

STATE OF Imd EiI
. OTL CO.ISERVATION 002 I8S5ION
LEA COUNTY OFSRATORS CXI7IITTES
MAY 17, 1948 CHATIC AT
HOBBS, NET 1EKICO
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PROF2SED ORDER

BEFORE THE OIL CONSERVATION COMII3SIOiT QF THE
STATE OF HEW MEXICO

IN THD MATTZR OF A HBARING CALLED
BY THz OIL CONSERVATION COLISSION
OF THE STATE OF NEW MEXICO FOR THE
PURFJOSE OF COUSIDEZRING:

CASE NO. 126
ORDER }NO. 728

IN THE MATTER F THE PETITION OF THE

SOUTHERN UNION PRODUCTION COMPANY FOR AN
ORDER FIXING THE SPACING OF WELLS IN THE
KuTZ CANYONFULCHER BASIN GAS FIELDS OF SAl
JUAY COUNTY (AS THEY MAY BE EXTENDED) ON THE
BASIS OF ONE WBLL TO A DRILLING UNIT OF AP
PROXIMATBLY 160 ACRES WITH SUITABLE PROVISw
IONS FOR ANY RELATED MATTERS, INCLUDING
SPECIALL APPROVAL COF NONCONFORMING WELL L0=
CATIONS WERE NBCESSARY.

FROPOSED ORDER OF THE COMMISSION

BY THE COMMISSIONs

WHEREAS, after due notice as rsquired by law the Commission held a public
hearing in Santa Fe on February 17, 1948, to consider the petition of Southern
Union Production Compeny for the adoption of an order fixing the spacing of wells
hereafter drilled in ths Kutz CanyoneFulcher Basin gas field, San Juen County, New
Mexico, amd related matters; and

VWHEREAS, the Qommission having considered the evidence adducsd at such hearing,
pertinent information otherwise availabls in the Comaissionts rsecords, the state=
ments made and viewpoints expressed by interested parties at% or in connsction vith
such hesaring,

FI¥DS, from the evidence adduced:
A. That +the Kntz Canvon and Pulcher Basin gas poels are productive of natural
gas from the Pictursd Cliffs sandstone formstion, that such pools are contiguous and

from 21} information available to date appear to bs one convinuous gas producing
arsa or posl in the TFiebured Cliffs sandstonse;

B, That such pool nzs producsd natural gas for more then 15 yeoars, during
wiich timz tho aworoge of well-heod pressures has deslinzd o pvoximaiely 200 PeSaTs
gavge.

Ce Tnat by rzason of rules of this Commission previcvsly apilicabls o the pool,
of the gonsral practiccs of certain opercbors in the arca sl of policies of thoe
J»8. Geological Survey, a fairly uniform spaocing of one well t» 13C zeres hos here=
tofore prewvailed throughout n0ost of the pools

De That one well will, in visw of present evidence, cconouically end effectivo=
ly drein the recovorable ges from at lenst 160 smeres of the pool and, accordingly,
that more dens2 spacing in the pool may be conducive to westoc ard will unncc:sserily
incrsaso the costs of dsvslopwent and jroductions under present cuonoiide conditions;
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Ee That for wells horeafter drilled, a gonoral spacing pattorn of onc centrally
located well on a unit of 160 aores, substuntially in the shape of & square, is re=
quired to protect thu equities of those having intorosts in wells horetofors drilled
on 160=acre traots, for which generzl sproing pattern the pooling of properties shouls
bo encouraged vwhen necessaryj

Fs That tha sas productive area of the pool is likely Yo be substantially more
extensive than the presently developed portion thercof;

Ge That waste will result in the drilling of wells in the pool, unless special
rules and regulations are adoptsd for the prevention thercofs ond

He That, while thoe Kutz Cenyon-Fulcher Basin gas field has beon commeroially
productive for more than 15 yoars, it has not besn subjeot to cooperatorse action re=
presentative of the inturest of all the operatores or lease~holders within the ares
during that periods In addition, propertiss, holdings and/br lotses of any undeter-
mined number of small landowners or lease-holders, whose btotal acresge is eithsr less
than 160 acres or includes portions of 160=acre traots, still exist within the pool
boundaries, as herein defined. Furthermore, the number of such 1oldings will ine-
orease as the pool boundaries are extended by subsequent drillinge In recegnition
of these facts, the Comnission hereby serves notice that in order %o egqually protect
the. interest of all property ownsrs and leaseholders witnin thie Kubz Canyon-Fulcher
Basin pool, exception to tha folloving rules will be granted in cases vhere 1t cen be
demonstrated, by petition snd hearing, as provided by law, that complisnce would
cause undue hardship, loss, or expenses

THEREFORE, IT IS ORDERED that, effectivz on the date of this ordor, the follow=-
ing rules and regulations shall apply to wells hersafter drilled or completsd or re=
completed to the Pictured Cliff pool in the Kutz Canyon-Falcher Rasin area, defined
below, in addition to the Comission's applicable rules, regulations and orders heree
toforo or hereaftsr adopted to the extent pot in conflict horewiths

Seotion 1. No well shall be drilled or complcted or rcoompleted, and no Notice
of Intention to Drill or drilling pemit shall bo approved, unl:ss

(a) such well be locatcd on a designated drilling unit of
not loss than one hundred sixty (160) acros of lard,
more or loss, according to legel subdivisions of the
United States Lend Surveys, in which unit all thoe in=
tarackes ara comunlidaisd by pooling acrcenont or othere
wise and on vhich no other well is compleied, or appe
roved for completion, in the pool;

(b) such drillinz unit be in the shape of a sguare excepd
for normal variations in legal subdivisions of the
United States Lands Survsys; and

(o) such well bs located on its drilling unit at z distence
from the unit boundaries of not lesstiun nine hundrsd
ninety feet (990); provided, if such propossd new well
isto be an offset to sny then producing gas wcll con=
rleted in the vool, or the drilling of which has anthor-
ized prior Yo the effective dato of this order, located
on an sdjoining unit in which the intercsts are not iden=-
tical with those in the unit proposed to be drilled, such
proposed well mey be locoisd an!i drilled offssiting the
oxisting well ard as close to the cormon unit boundary
line as the well to be so offscl,e
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Section 2 Any provision herein to tho contrary notwithstandinz, the Commission
may, and in proper cases will, on petition or on its own motion, by order entered
after notice and hearing to the extent roquired by law, grant exceptions and permit
drilling locations to become effective, thereby authorizing the drilling or com=
pletion of wells in the pool not conforming to the requirsments of Section 1 above
if the Gommission shall find that the property sought to be drilled would be deprived
of an opportunity to produce gas from the pool in the absencc of such exception,
and shall also find one or more of the following oconditions to existt

(a) that consolidation or pooling of the property sought to be
drilled with necessary adjoining land, notwithstencing
diligent efforts made in good faith, is impsssible or ime
practical;

(v) that the property souzht to be drilled is located within
2 then developed poriion of tho pool and its non=conforming
size or shape is due to the adjoining developed propertiss
in the pools;

(c) that because of the nature of the terrain, location of the
proposed well at a lesser distance from one of ths outer
boundaries of its drilling unit should be permisted; or

(d) that by resson of the location of the property to be drille

ed along the seouthwest or northeast flank of a developed

portion of the ares, it aprears improbable thet gas can

be produced in paying gquantities if the well conforms to

Seotion 1, in which oase the Commission may riodify the

requirements of Section 1 a&s to such well to the extent

it deems necessary;
or irrespective of such findings, if tho Cemmission shall find that by reason of all
circunstances en exXception is proper in the prevention of waste, or undus drainage
between properties, or otherwise in the exercise by the Comiission of its jurise-
diction over the sracing of wells or its other powsrs conferred by law, express or
inplied,

IT IS FURTHER ORDEKRED that, in accordance with recommendations of the New-
Mexigo Nomenclature Committee approved and adopted by this Commission, the Pictured
€1ifT eas producing pool in the XKutz Camyon=Fulcher Basin arce, to which this order
appliss, is defined to include the following described lemd in San Juan County,
New niexicos

Tovmship 27 Torth, Range 10 ilest

Sec, & A1

Scce 3 /2

Towmship 28 Korth, Range 10 jss®t
Scce 15 S /%

Suce 16 s/é

Sece 17 $ifd, 1i/2
Sucse 19,19

20, 21 All
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Township 28 North,

Renge 10 \icst
i

Sece 22 /B
Seoe 27 N&/4
Sece 28, 29 A1)
Sec. 30 /2

Sec, 32, 33

Township 28 North,

All

Ronge 11 West

Seoss 10,11,12,13
14,15 and 24

Seo. 22

Sece 23

Township 29 North,

All
NE/4
N/2 SE/4

Range 11 ilest

Sece 6

Sece 7

Secs 17

Secs, 18.19.20
21

Sece 27

Seose 28,29 & 30
Seoce 32

Sece 33,34

Sec, 35

Towmship 29 North,

Sii/f4&
Vi/2
5/2 s

All
s/2
All

wi/a
All

W/

Ranze 12 \iest

it &)

Secse 1,2 & 3
Sece 4
Secse 10,11,12
13 & 14
Sece 15
Secse 23 & 24

Township 30 llorth,

AL
NE/A
411
N/2

£11

Renge 12 West

Secse 28,29,30,32
33, 34

Sece 35

Sece 38

£11
vg@? SE/4
Sit/4

All additional lands located within one-half (l/é) nile of any partv of a drilling
unit established hersunder which included l2nd in the pool as defined or as it nay
be extended shall conform te these rulss and rogulations; provided, hovever, that
such pool shall in no event be autonatically extended so as %to include any lands
new or hereafter included by e Commission in sows other producing area formally
desiznated as an oil or gas pool in the Pictured Cliffs, rrovided, further, by

order of this Coimission the pool nay be

ombrace other lands in the vicinty vhich are believed,

developments, to to capable of producing

rcdesignated from time to time so &s Yo

on the wesis of additional

sas from the Kutz Conyonelulcher Basin

pool, whether or not such other lsnds shall have besn at onz tine included in an=
other desiznatoed fiold or poel producing from the Pletursd Clifls,

Entored and adopted by the 0il Comsorvation Commiesion this 14 duny of iiay, 1948,

LZ4 COUNTY OPERATORS COVI'ITTES
MAY 17, 1948
HOBBS, NEJ 1EXICO

iy arn

STATE OF Lp EiIC0

Q1L O0USERVATION COLLIISSION

CHATR AT




Form C-101 NEW MEXICO OIll, CONSERVATION COMMISSION bn oo
Santa Fe, New Mexico : s szmm %&ION

NOTICE OF INTENTION TO DRILL

Notice must be given to the Oil Conservation Commission or its proper agent und approv %

beywins. If changes in the proposed plan are considered advisable, a copy of this notice sho such changes wil :
\ 4 s

instructions in Rules and Regulations of the . N

returned to the sender. Submit this notice in triplicate. One copy will be returned followi
Commiasion

Place ‘ Dada
OIL. CONSERVATION COMMISSION,
Santa Fe, New Mexico,
Gentlemen:
You sre hereby notified that it is our intention to commence the drilling of a well to be known as.._______
I Well No.... ... in
Company or (perator Lease
of See.....oo.. ., T R - N.M,P. M, , Field, .. .. County
x The well is. ... __ feet (N.) (S.) of the_ ... .. _line and. ... ___feet
r f (E.) (W.) of the lineof . .. . ... —
, (Give location from section or other iegal subdivision lines. Cross out wrong
l T directions.)
"‘ If state land the oil and gas lease is No......._____.. .. _Assignment No. ... .__.._.___
If patented land the owner is e —_
Address .. ... )
If government land the permittee is. .
| N Address ...
[ !J | % ! The lessee is.. -
AREA 81 ACRES Address ... .
LOCATF, WELL CORRECTLY We propose to drill well with drilling equipment as follows:. ... ... ...

The status of a bond for this well in conformance with Rule 39 of the General Rules and Regulations of the

Commission is as follows: .. ..

We propose to use the following strings of casing and to land or cement them as indicated:

|
|

Bize of Bize of
Hole Casing

New or : | Landeqd or Backs
Second Hand ,‘ )
L.

Welght Per Fost Vepth

|
!
F
i

f
i
|

If changes in the above plan become advisable we will notify you hefore cementing or landing casing. We estimate that

the first productive oil or gas sand should occur at a dep'h of about . . ... Yeet,
Additional information: rursuant to the Cormmission's Crder Io.  , the doilling unit
for this well is screg, more or less, velng the
- BRI Y|

3 llglL.L o L'l

Approved ... e, X8 Sincerely yours,
except as follows:

(ummny or Oporator

By e -
Position..._..... RS T
OIL CONSERVATION COMMISSION, Send communications regarding well to
By Name . _ . -
Title. . . Address . ... —




SOUTHERN UNION PRODUCTION
BURT BUILDING
DALLAS, TEXAS

May 29, 1948

Mr, R. R. Spurrier, Secretary
0il Conservation Cormission
Santa Fe, New Mexico

Dear Dick:

I will make &an effort to cover the points we discussed on the
telephone with respectu to the proposed form of order in Case No.
126, Southern Uanlon Production Company's application for a spacing
oxder in the Kutz Canon-Fulcher Basin area.

Most important, of course, is the definition of the pool. In
some instances the proposed order expands the acreage over that we
suggested, While the reason for this expansion is not immediately
spparent to us 1t 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 provosed order it would be made appli-
cable also to lands within one-half mile of those spscifically de-
scribed. A close reading of the last paragraph convinces me that
the order, as proposed, would not epply to any land not specifically
described.

The langusge is "All sdditional lands located within one-half
(1/2) mile of any part of a drilling unit established hereunder
which includes land in the pool as defined or as it may be extended
shall conform to these rules and regulations; . . ." Notice that
to be a "drilling unit established hereunder’ the unit would have
to be composed of lands specifically describsd. The order does not
say "All additional lands located within one-half (1/2) mile of any
part of the above described lands'". TFor this reason the suggested
area we described was determined by including each quarter section
offsetting a vroducing quarter section either directly or diagonally;
hence, in order to avoid effect of the order anyone proposing to
i drill a new well would have to jwmw entirely a 160-acre tract flank-
rd i ing the nonvroducing arvea.

Cn the conitrery, your description of acreage would oormit
direct offset drilling in some instances, particularly noticeable
in the northwestern wpart. Surely if the order 1s to accomplish its
result it et apoply Yo lande adjoining those whilch are now deve-
loped., VWhile thers wmay be some instonces in swmich 1t is not neces-
gary o dnclude zcreage offscibting very small wells, 1t cecs to us
that in genersl the acrecge should Le expeadsed to include 1l gquar-
ter sections offzetting producing cuarier sections in any direction.




The last paragraph as suggested by us was Intended to accomplish
automatic extension of the area to which the order is applicable.
Tor examnla; both forms of order describe the SWi of Section 6, T.
29 N., R. 11 W. Suppose that this 1s established as a drilling unit
under the order (as contemplated by Section 1(a)) so as to come
within the intention of the last paragraph. Clearly it would in-
clude "lands in the pool as defined" since all the wnit is initially
defined. Then by application of the last paragraph the remainder of
Section 6 would be subject to the order since all the rest of the
section is within one-half mile of a "drilling unit" established
under the order. Thereafter, if the SE! of Section 6 shouwld be de-
sigrated as a drilling unit, then the pool would be sutomatically
extended and the order automaticallJ applicable to the W) of Sectim
5 and the NWi of Section 8Y The intention here, of course, is to
moke the order antomatically cover extensions resulting from,regular
outward development. On the othsr hand, if before the SW— of Sec-
tion 6 should be designated as a unit the SEi of that section should
be drilled, the order would not auntomatically apply so that its pro-
visions need not be observed unless and until the Commission should
see fit to extend it by supplemental order, redesignating the pool.

Under your proposed form it appears that anyone could drill, for
example, the NE{ of Section 31, T. 20 N., R. 12 ¥., without complying
with the spacing or denslty requirements of the order. Conceivably,
gseverel wells counld be drilled simultaneously or consezutively bvefore
& supplemental order might be entered. Yet, this perticular land is
offset by production three ways. A similar situation prevails with
respect to the SWi: of Section 20 and the SE: of Section 19.

Going now to page 1 in finding D, it strikes us that the word
"may" in the third line should be "will" since the word "conducive"
provides sufficient latitude; moreover, in this same finding that
the words "under present cconomic conditions" at the last should be
deleted since the statement is true under any conditions.

In finding H the sentence bagimming "Marthermare ! ecoms mors of
a Torecast than & Tact. 1 believe the Commission could nrobably say
a5 a fect that the number of such nholdings will b2 likely to Increasc

3
250,

fn - thet the last senbveonce should e
deleted 5 too feacht and glince it cum te con-
strued as an invitation Lo recuest oxcopilons. ITn this conneclion
it geems signiPicant that cveryone }mc:.’n to have any subsitantial in-
tervect in this erca ig apvarently satviefisd that the gvecing rules
nrooossd ars proper mnd economical gound; in other words, that sny

a

opposition to the orogram hses teen “J&HQOHOO. T velieve Van told
you of the expression we r@cplvoi il Greer, Jr. Tharelcrs, 17
enything along thic linec i nrie L definitely seems O us
that 1t should be de-emphasized and considered for what 1t is, l.e.,
an gxeeotion to the rule to be grenbted only in specizl situstions,




The Tact is that by express provisions of Section 2 a great majority
of nonconforming situations are expressly ldentilied and provided for;
hsuce, olher exceptions showld bo fow and carcfully scrutinized ---

certainly not invited. Let's delete the last sentence of E.

In part (d) under Section £ we suggest that the last three words
of the second line be changed to "of the developed,” and that the
semicolon in the next line be changed to a comma so as to preserve
the continuity. At the end of (d) you dropped a proviso we had sug-
gested which seems worthwhile since it affords notice that the Com-
mission does not intend to throw down the bars to anyone desiring to
drill on the flanks. The proviso gives notice of a sound policy of
the Commrisgion, particularly with respect to location of a well at
least 1,320 feet from othor wells. These seem to be minimum require-
ments of which the operators are entitled to be notified.

In the last paragraph of Section 2, beginning "or, irrespsctive
of such findings,” you may want to add back, perheps as a new sentence,
the idea now expressed under finding H that the Cormission will take
such action as is necessary "in order to egqually’protect the interestis
of all property owners and leaseholders within the Kutz Canon-Fulcher
Basin pool" by granting of exceptions ir cases where it can be demon-
strated, by petition and hearing, as vrovided by law, that compliance
would cause undue hardship, loss or expense. Personally, I think addi-
tion of this would be surplus, but it is a matter of preference. We do
feel that exceptlions should not be emphasized or invited.

In the next paragraph beginning "It is further ordered"” the word
"initially" is omitted after the word "include' in the fourth line.
This should be revlaced since it furthers the idea of automatic exten-
sion provided for in the last varagrapvh. Relerring agein to the last
paragraph of the order, it seems to us that the saving of a few words
sacrifices definiteness and clerity in the provisions for automatic ex-
tensions to cover orderly flank development, and that the last paragravh
we suggested should be reinstated with the suvstitution of 1/2 for 3/&.

it 1s provided

To comply with the theory of Section 1(

s S
that the drilling unit be desisgnated, znd to aveid any confusion on an
operator's part, we surgest addition of a new Scction 2 (changing vresent
T ] Section £ to Section 2), as follows:
Ve
7
(Section 2.} n comection with wells

be drilled or goupleted or recorpleicd in
defined or as 1t nay be extended, therc she
Torm €¢-101, "ilotice of Intention to Dri
other required information, o desis A s unils
established herewnder for sueh well, by leg ARY; or

)

on Lo une

tne United Stotes Land Suvwveys, 5 e Tollow!
manner:  "Pursuant o the Corviiuslion's Crder ol ThT, ihc
driiling wnit for this well 1ls _ acres, more or leos,
being the (here decoribe lands cong r the unit) E




Should you want to dlscuss any of these ideas by telephone dur-
ing my absence from town next week, please call Mr. Van Thompson
collect.

With best regards and thanks, T am

Yours very truly,

- . it

WLL: TG
Encl.

cec: Mr. J. R. Cole, Santa Fe
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SOUTHERN UNION PRODUCTION GOMPAN*‘{‘:‘ N :
BURT BUILD!NG B“':"" APR 10 190
DALLASB, TEXxAs b“d’ ‘ ol
VR IR G B B U I B S
April 12, 1948

Alr Mail

Mr. R. R. Spurrier 7 Zé
State Geologist W /

011 Conservation Commission

Santa Fe, New Mexico

Dear Mr. Spurrier:

As previously arranged, I am glad to enclose several
copies of the form of a suggested order which may be ac-
ceptable in comnection with the Kutz Canon-Fulcher Basin
spacing matter. This incorporates scme revision from the
tentative draft previocusly sutmitted. For example, pro-
vision is now made in Section 1(c) for the continuation
of offset rights.

T was prepared to write you at considerable length
about the form of this order or come back out to Santa Fe
for a discussion; however, it developed that Mr. Van Thomp-
son was required to be in Sen Juan County during the early
part of this week and I have arranged with him to drop by
Santa Fe for a discussion with you before 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 eny questions whick arise may be discussed
with Mr. Thompson upon his arrival at Santa in & day or so,
I am uncertaln about the formal matters of heading and con-
clusion and call them to your attention for such adjustment
as you may think advicabdle.

With best regards, I am

Yours very truly,

Willis L, Lea, Jr.

WiL:fr

encls.

cc - Mr. J. R, Cole
Mr. Van Thompson

P.E. Under separate cover I am forvarding two copics of &
map showing the Kutz Canon-Fulcher Basin wells and identi-

fying the state, federal and fee lands, respectively, by dis-
tinctive colors. Please see that Geo., Graham gets a mep.
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BOUTHERN UNION PrRaoucTioN COMPANY
BURT BUILDING
DALLAS, TEXAS

April 22, 1948

W VA2

Alr Mail

Mr. R. R. Spurrier, Secretary
011 Conservation Commission
Santa Fe, New Mexico

Dear Dick:

Confirming our long-distance conversation this morming it has
been suggested, and we agree, that at the botiom of page 2 of the
suggested form of order heretofore submitted, there should be de-
leted the words "authorized by 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 "granted" eppearing in
the third line of Section 1, page 3, should be change to'approved".

As I told you, the reason for including 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.
Yan Thompson) in the Pictured Cliff, thus clearly indicating the
extension of the Pictured Cliff productive area to lands adjacent
to the Hargrave well. I vnderstand 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 sownd and convenient
and workable, that it saves time and trouble, and that it is a
wors mederm approach to gas field extensions; however, if you pre-
fer to follow the practice of periodic supplemental ordess extend-
ing the area, that 1s certainly all right. We think it is iImpor-
tant that the original territory be described, as suggestsed in the
proposed order, sufficiently large to incorporate all possible
direct and dlagonal 160-acre tracts on the flanks of the devebyad
srea which offget 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 & minimum include all
the flenking 160-acre tracts on which wells might be drilled off-
setting present production.




Mr. Morrell said on the telephone the other day that he was
not plessed with the 750-foot provision in Section 1{c), and that
he might discuss it with you. We think there is ample basis to
change this to 990 feet and would, in fact, prefer to see 1t 990
Instead of 750. The present 750-foot provision was suggested in
deference to ideas expressed at and after the hearing. It is
Just a middle-ground approach which does not seriously affect the
160-acre spacing program. Either 750' or 990' or some intermedi-
ate figure will be satisfactory with us.

I urge you to complete consideration of this matter, discuss-
ing it with Mr. Graham and others of your staff, to the end that
it may be concluded without further delay. Should there be any
further questions or problems, please do not hesitate to call me
collect in Dallas, Central-8010, through Saturday, or in care of
the Company's offices at El Paso during the day Monday, as under
those circumstances I will expect to meet with you in Santa Fe at
the earliest convenient time.

Just as soon as T can I will consider the question you asked
on the telephone and give you a memorandum.

With best regaxrds, I am
Yours very truly
/

WCA,
Willis L. Lea, Jr.

WiL:fr

cc - Mr. Van Thompson




April 5, 1948

CASE WOe 126, Southern Union
Production Company.

MEMORAIIDUM

Testimony shows that in Fulcher Basin-iutz Canyon,
San Juan County, that therc was an original rock pressurc
of 585 pounds as of 1927 and 1928. A pressure survey in
1947 showed that the average rock pressure of gas to be
385 pounds, and it 1is indicated that since 1947 test the
gas pressure has declined from the average of 385 poundse.

Certain wells, some of which have been drilled during
recent years, are shown by chuart to ve below the originel
585-pound pressure, but sli htly ecove the 385«pound
average of 1547. Ividence was subtmitted to the elfcct

chat appreximately one-third ol the as of the field has
al:rcady bLeen taxcn out.

Upon the plat or dia ram subniticd there cre "two
sinks™ indicating rousrhly the two old ficzlds. In these the
pressure 1s downt to avout to 350 pounds. Sonwe of the
recent wells drilled stoved the dressurc of boeiveen 4003 and
500 pounds, witichi is belovw the pressure in the Seasel Uell
to the northwest end ol ithe [l¢ld vinlch has 585-nound
pressure lndicating that the closely drilled wiells has

caused pressurce decline,

The petitioncr oficrcd In cevidence the results ol an
’/\\ /,/;f:f'\\\ !' PR 2 N Vo
f' ’1 ARY ‘ / // \1 \‘ E i‘ ) } \\t\\/ /
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Pa;:o Ce
Case No. 126,

interference test covering seven wells on & 1l60-acre spacing
to substantiate claim that thcre vms ges dralnaze across
150 acress The test conslisted of Walker lo. 1, ‘Valker

No. 2, McCrath 1, 2, and 3, Kattler Xo. 1, and Hudson lNo. 2
wells, All were shut in for twelve days, then all except
¥alker No. 1 were put on production against a line pressure
of 261 P F I. Thereafter, on the following day, the

six surrounding wells were taken coff th: gas line and blown
to the alr, with the Welker No. 1 continulng to Ve shut in,
A recording pressure chart on the wellhead of iialker lio. 1,
the shut in well, showed & considerable galn in pressure,
explained as the normal build up. Pressures on the third amd
fourth days contimued this build up. Oon th fourth dsy,

the six surroundin: wells werc put back on »nroduction. On

-G 3 TN rigeas i iy o T T M Ve T 1 ! ke he
TLie ii1iun ARY, Wil PIUUSuiy vl 0ianll 5:0e o 22l hac «1ow

1
NS

¢

because of provious delays, thus indicating pressure Inter-
ference. Tne avecrage preesurcs dropped 1.8 pounds gpressure,
(not large vut petitioner urges that in considerstion of
other reservoir factovs 1s conclusive {or a material
dralnage under 160 acres), The drop-btacit was about two

pounds. Migures submitted were that the porosicy ol the

Plcturcd CLIfT was about 207, cstinated from about 20 corve
~ oz TN Sy o
o AP { YRR SN -
samplesse The ¢n iﬁecr ca éﬁl@ﬁonyrgﬂj uhdqy 160 acres under
~ S Lo h]

. ! . !
orligoinel pressure ol 8350 pounds that therd wias an a rroximate




Page 3. Case No, 126,

after the pressure goes down to 150 bounds, figured about
728 of the initial gas in place




UNITED STATES

DEPARTMENT OF THE INTERIOR Oit CONSfRVAn
GEOLOGICAL SURVEY QANTA gz N COMSISSI0N
[P jra oo
P. 0. Box 997 [ IR =
Roswell, New Mexioo - JuL 6~ 1948 .’n
July 2, 1948 ‘ !

Mr. R. R. Spurrier

New Mexico 0il Conservetion Conmission
P. 0. Box 87.

Santa Fe, New ltexico

Dear Dick:

With your letter of May 13 you forwarded e copy of a proposed order
covering the petition of Southern Union Production Comveny for an order
fixing 160-ecre well spacing in the Kutz Cenyon-Fulcher Basin pgas field
and requested comments or suggestions thereon,

In my opinion the proposed order as drafted is very satisfactory and
should te wvery helpful to meintain and encourage orderly devclopment of

the geas reserves of this field, I offer minor suggestions and chenges as
follows:

Paragraph D, third line, change the viord "may" %o ™would".

Beginning at the end of the fourth line, delete
the words "under present economic conditions™,

Paragraph H, eighth line, chenge the word "will" to "ma&"x
In Sec., 2(d), second line, change the word ™a" to "the", '

In the same line, change the semicolon %o &
comme. o

Tt is my inpression thet section 2(d) would provide for a reduction

in gas allowebls if exceptions were grented to permit drilling on less then
160-acre drilling units,

In view of the recent formulation of the Worthwest New llexico Nomen-
clature Comittee, it is essumed of course thet you will use the name of
that Comnistec in the second linc of the pere-raph beginnins "Tt is further
ordered", also that the definition of the Mutz Cenyon-Yulcher Pasin :as
field will be revised to conform with the definition recomnended by the
seid Yomencleture Comifitee es indiceted on a list recently prepared by
r. Parnos of vour of fice wrich eppesars complete end correcet as to this
ficld,



I regret thet the press of other business haes unduly delayed my
reply to you on this metter. Homwever, I have previously concurred in
the order and discussed these particular changes in personal conferences
with you on June 15, This letter will confirm those statements and may
be filed with your record of the case to show the concurrence of this
office in the proposed order,

Very truly yours,

T, Irennete

Foster llorrell,
Supervisor, 0il and Gas Operations.




3 onomically Jjustiiflablu.

6e li 13 recalized that some ac:ilcn zay e necesvary
to vrotect the investment of oporators who drilled wells on 160=-
acre tracts., It is ;ossible, noweveyr that the ontire altuation
conldé best be lwmndled by an opsraiors comnittes formsd by asiive

ERR )

operators In the nea.  he v ler acelblngas could

3,

ue held and «ll1

addl tiongl (aformation studicd and dlgcusssd, In the event of

4
e

fallure o' cach a comnittes %o Srin:, ressonably & recwnl snong

the operatorg, resort could Le Hed bo lesul actlen by tie G111

Conservallion Commlcoiin.
Yours very truly,
£l & I
/a/ Llvort ‘. roer
Albert L. freer
] Ine deerease In tho cost . wiilling would ces 1t Jrom
improved metiods: end cousgeitrlon (n drillin. zs wore

activity centers in this area.




FROPOSED ORDER

; s
"',1- N y :

BEFCHE THE OIL CONSERVATION COMMISSION OF THE
STATE OF NEW MEXICO

IN THE MATTER OF A HEARING CALLED
BY THE OIL CONSERVATION COIISSION
OF THE STATE OF NEW MEXICO FOR THE
PURPOSE OF CONSIDERING:

CASE NO. 126
ORDER NO. 748

IN THE MATTER OF THE PETITION OF THE
SOUTHERN UNION PRODUCTION COMPANY FOR AN
ORDER FIXING THE SPACING QOF WELLS IN THE

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-
FROXIMATELY 160 ACHES WITH SUITABLE PROVIS—
ICNS FOR ANY RELATED MATTERS, INCLUDING
SPECTAL APPROVAL OF NONCONFORMING WELL LO-
CATIONS WHERE NECESSARY.

PROPOSED ORDER OF THE COMMISSION

BY THE COMMISSIONs

WHEREAS, after due notice as required by law the Commission held a pub-
lic hearing in Santa Fe un February 17, 1948, to consider the petition of
Southern tnion Production Company for the adoption of an order fixing the
spacing of wells hereafter drilled in the Kuts Canon-Fulcher Basin gas field,
San Juan County, New Mexico, and related matters; and

WHEREAS, the Commission having considered the evidence adduced at such

1

{
I

hearing, pertinent information otherwise available in the Commission's records,:

the statements made and viewpoints expressed by interested parties at or in
connection with suck hearing,

FINDS, from the evidence adduced:

A« That the Kutz Canon and Fulcher Basin gas pools are productive of
natural gas from the Pictured Cliffs sandstone formation, that such pools are

contiguous and from all information available to date appear to be ome contine ?

uous gas producing area or pool in the Fictured Cliffs sandstone;

B. That such pool has produced natural gas for more than 15 vears,. dur-
ing which time the average of well-head pressures has declined approximately
200 PeSels gauge.

Ce That by reason of rules of this Commission previcusly applicable to
the pool, of the general practices of certain operators in the area and of
policies of whe U. Se Ceological Survey, & fairly uwifowra spacing of one wall
to 160 acres has neretofore pravailed throughout most of the pool;

Do That one well will, in view of present evidence, scononically and ef-
fectively drain the recoverable cas frox al least 1€0 acres of tha pool and,
accoirdingly, thael more dense spacing in the pool may be conducive to waste
and will wnecessarily dnerease the costs of developrent and preduction wndew
present sconomic conditions;

%e¢ That for wells hereafter drilled, a reneizl spacing pattem of one
centrally located well on a wit of 160 acres, substantially in the shape of a
square, is required to protect the equilies of those having interests in wells
heretofore drilled on l0=-acre tracts, for which peneral spacing pattern the
proling of properties should be encourape:d when necessary;

Fe That the gas productive area of the pool is likely to he sibstant-
1ally wors extensive than the pregently develop:zd poviden Thocsofls




. That waste will resald in the drilling of wells in the gool, unless
special rales and repulations are adopted for the prevention liereof; and

He That, while the iutz Canon-fulcher Basin ras field has been commer-—
cially productive for more than 15 years, it has not been subject to cooper~

ative aciion representative of the interest of all the operators or lease-
holders within the area during that perioed. In saddition, properties, hold=-
ings and/or leases of an undetermined number of small landowners or lease-
holders, whose total acreage is either less than 160 acres or includes port- .
ions of 160-acre tracts, still exist within the psol boundaries, as herein de-
fineds Furthermore, the nurxber of such holdings will increase as the pool
boundaries are extended by subsequent drillinge. In recognition of these facts,
the Commicsion hereby serves notice that in order to equally protect the in-
terest ot all property owmers and leaseholders within the Kutz Canon-Fulcher
Basin pool, exception to the following rules will be granted in cases where

it can be demcnstirated, by petition and hearing, as provided by Law, that com-
pliance would cause undue hardship, loss, or expense. i

THEREFORE, IT IS ORDERED that, effective on the date of this order, the |
following rules and regulations shall apply to wells hereafter drilled or come !
pleted or recompleted to the Fictured Cliff pool in the Kutz Canon-Fulcher
Basin area, defined below, in adaition to the Commission's applicable rules,
reculations and orders heretofore or hereatter adopted to the extent not an i
conflict herewitht

Section ls No well shall be drilled or completed or recompleted, and no
lotice of Intention to Drill or drilling permit shall be approved, unless

(3) such well be located on a designated drillin; 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—
wise and on which no other well is completed, or app=-
roved for completion, in the poolj;

(b) such drilling unit be in the shape of a square except ?
for normal variations in legal subdivicions of the
United States lLands Surveys; and

(¢) such well be located on its driilins unit at a distance
from the unit boundardes of not less than nine hundrzd
ninety feet (990); provided, if such proposed new well
is to ve an oifset to any then producing gas well com=
pleted in the pcol, or the drilling of wnich was author-
ized, prior to the effective date of this order, located
on an adjoining wniv in which tne interestis ars not icens=
tical with those in the unit proposed to be drilled, such
proposed well =ay be located and drilled offsetting the
existing well snd a3 close to the comuon anit boundary
line a2 the woil to be so offsatb,

section 2, A provision hereiln o ine contrvory nolwithsior i, the
Coszalesion may, and in proper caSes will, on patition ov on f avm obion,
by onder enbered after notice and hraring Lo fhie exton., roqonirsd by taw
grant excaphions and peraib drilliayg Jocaitinus w0 bogons ¢ cnive,
oy auitorizing the drilling or cooplation of wells in iy a0
Ly othe reauirzasants of dection 1 whove L0 Ghe Lol 31 3l T
by soughih Lo ve drild 4 ; & coovtann by te prudace
2as dvon the pool in the sun'l 200 fnd oan

0y rmors or e folloving

"

poolinyg of Lhe propariy sowht to

(a) taat consolication or
o

T ope
:essary adjoining land, novwithstanding
diligent arforts wade

praciical;

in zood faith, is lagossible ov in-




(L) tha® the propevty sow it B2 be dellled L5 locatad within
a then devaloped porbion =f the pool and its non=conforminy
zize or shape is due Lo the adjoining develeped properties
in the pooly

(¢) that because of the nature of the terrain, location of the
proposed well at a lesser distance from one of the outer
boundaries of its drilliang unit should be permitted; or

(d) that by reason of the location of' *he property to be drill-
od along the soutawest or northeast flank of a developed
portion of the area; it appears improbable that zas can
be produced in paying quantities if the well conforms to
Saction 1, in which case the Commission may modify the
requirements of Seciion 1 as to such well to the extent
it deems necessary;

or, irrespective of such findings, if the Commission shall find that by !
reason of all circumstances an excepiion is proper in the prevention of waste, |
or undue drainage between propertiss, or ctherwise in the exercise by the !
Commission of its jurisdiction over the spacing of wells or its other powers
conferred by law, express or implied.

IT IS FURTHER CORDEREL th~z', in accordance with recommendations of the
New Mexico Nomenclature Commii:e approved and adopted by this Commission, the
Pictured Cliff gas producing pool in the Kutz Canon-fulcher Basin arsa, to
winich this order applies, is defined to include the following described land
in San Juan County, New Mexico:

Townsnip 27 North, Range 10 Jest
Sece 4 All
Secs 3 /2

Township 28 North, Ranpe 10 West

Sec. 15 SW/é

3ec. 16 s/2

Secs 17 SW/hy W/2
Secs. 18,19

20,21 Al
Township 28 YNorth, Range 10 West
Sece 22 W/2

Sec. 27 N/l

Secs 28,29 A1l

Sec. 30 N/2

Sec. 32,33 ALl

Townsnip 28 liorth, Range 11 West
Secie 10,11,12,10

14,15 and 24 w0,
Sec. 22 Ll
Sece 23 ARSI

)

Lovinsndp 29 [octhy gange L1 dost

3
3ecs 6 Sef
s i ¥
O2C e YRS
Sate 17 sl o
. N YTy oy
J’Jl‘:-'«o l-'), Ll,}-’ WA)
21 AL
sue 21 3/
02C3, 2 ) ;-v';: A- 2’:) .‘l;‘] ]
NN R ot
DT e b Lo/ Ce
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it e 33,)‘} FIRN
gL e RPN
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ZToviaship 30 Lorth, dange 12 Weat
Juese 28,29,30,32

33,34
sece 35 /2,575 4
Sec, 36 SW/L

All additional lands located within one-half (1/2) mile of any part of a

- drilling unit established hereunder which includes land in the pool as defined
or as it may be extended shall coaform to these rules and regulations; provid- !
od, however, that such pool shall in no event be automatically extenfed so as
to include any lands now or hereafter included by the Commission in some other |
producing area formally designated as an oil or gas pool in the Pictured C-if.ts,
provided, further, by order of this Comnission the pool may be redesignated

; from time to time so as to embrace other lands in the vicinity which are be- |
" lieved, on the basis of additional developments, to be capable of producing ¢
~ gas from the Kutz Canon-Fulcher Basin pool, whether or not such other lands

. shall have been at one time included in another designated field or pool prod=-
i uclng from the Pictured Gliffs.

intered and adopted by the 01l Conservation Comnission this 14 day of
May, 1948,

STATE OF NeW MEXICO
OIL < OnbERVATIOI\ CQTHOSSION

CHAIRIAN
iEMBER

Vi

SECRETARY |
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State 011 Censervation Commission
Santa Fe, New Mexico

Dear Sir:

I would llke to state the opinion of this
Company on the petition of Seuthern Union Gas Co. of 160 acre
spacing 1n the Fulcher Kutz Canyon gas field were we have oll
gas leese holdings and have laid plans for dsvelopement of this
property,and now have ohe well drilling.

It is this cowmpanys opinion that spproval of
this petition would greatly hinder operations of the Independent
and sazall operator for the develcpument of gas which is badly need-
eti thoughout the country.ind on a standpoint of conservation ot tne

States natural resoures the fourty acre spacing has proved very
satisfactory. I remain

Very truly yours

s
Presiden



OIL CONSERVATION COMMISSION

SANTA FE, NEW MEXICO

S ray 1948

iire willis L. Lea, Jr.
Attorney 4% Iaw

surt 5uilding

rLallas 1, Texas

Dear “illis:

Thank you very much for your letter of 14 tiay. Your
work and opinions are very much appreciated.

Hope the Order for Case 1206 is reasomble in your
opinion.

Sincerely

VRG:bsp

< ¥ O O




WILLIS L.LEA.JR,
ATTORNEY AT LAW
BURT BUILDING
DALLAS |, TEXAS

May 14, 1048

Mr. R. R. Spurrier,

State Gecloglst

011 Conservation Commission
Santa Fe, New Mexico

Dear Dick:

My absence from Dallas has prevented earlier attention to
your request for my views on the propriety under your statutes
of holding 0il Conservation Commission hearings with only one
member of the Commission present. 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 ultimate-
ly at least two (2) members of the Commission would concur, after
review of the record, in any order which might be issued.

I have given the question considerable study and have, in
addition, asked one of the men in my office, Robert M. Martin,
to go into your question more deevly than I have done. It is
unfortunate that your statute does not make express provision
for the trial examiner procedure since that would clearly meet
your requirements at this time.

For the reasons indicated bpelow I cannot be convinced that
it is safe for you to proceed with the conduct of hearings unless
at least two (2) members of the Cormission are, in fact, present
and acting. hile it is by no rmeans clear that procedure with a
one-man hearing and a two-man oyder is improver, I cannot give
you an opinion that it is good vrocedure and, therefore, must ad-
vise against it.

o

The followins provisions of your statute are significant:

- ' "Two (2) members of the Cormission shall conetitute = guorun
for all vureoses.” (Zmohacis supplied.) Sec. H7-20h.

“The Comnisgion, or eny menber thereof, 1s hersbdy empovered
to subpoena witnesses, to require thelr attendsnce and giving of
testimony tefore it, and to require the productlon of books,

or recorde in cny vrocesdings vefore the Commlsaion.” (Tr-

. - oy - - — e
suonlied.) Seec. 67-20).




V1L T

"Included in the powsr given to the Commission is the author-
ity: . . . to hold hearings . . . " Sec. 69-211.

It is worthy of notice that, while the Legislature made ex-
press provision that one member of the Commission might administer
ocaths or might subpoena witnesses for giving testimony bvefore the
Comilssion, no provision is made for trial examiner procedure, ang
authority therefor must bve found, if at all, in implicatlions of the
Act.

I realize there is, perhaps, as much argument in favor of
propriety of the trial exuminer procedure as there is opposed to
it. Tor example, in Sec. 69.206 we find "The Commission shall
prescribe its rules of order or of vrocedure in hearing or other
proceedings before it under this Act", from which it may be ably
contended that the Commission has authority to set up the trial
examiner 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 may be prescribed by the
Cormission." While I believe the term "manner” must mean a manner
consistent with statutory authorization, I, nevertheless, see the
possibility that your courts might find the trial examiner proce-
dure vroper if expressly authorized by Commission regulation adopted
after notice and hearing before a majority Commission. My associate
here is inclined to the contrary view, and, as noted above, I defin-
itely think it unsafe.

While the trial examiner procedure is widely used, I know of
ne instance of its use in the absence of express legislative sanc-
tion. Tor example, in my own experience the trial examiner proce-
dure is authorized by express gtatute 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 Wational
Labor Relations Act and in various workmen's compensation statutes,
for example, Arizona, Utan and Oklahoma, When so authorized, the
trial examiner may be either a memver of the Commission itself or
an agent appointed hy the Cormicsoicn 10 uvreslide at the hearing.
The doubts in my mind are not disvelled by the cases which hold
that referees or trial examlners act in a auasi judiclal cavpacity,
not in 2 purely ministerisl Tunction. I will not burden you with
the cases, althoush I will be glad to suvply citztions if you are
interested in going deever into the auestion,

I am sorry tnis investigation did not result in wwre useful
information for you, but it Just seems to e that The court counld
very vell dscide for or nge and.,
therefore, 1t i not a sgai Coyour

stotutes.

With best rerards, I anm

truly

cory

o




SOUTHERN UNION PRAODUCTION COMPANY
BURT BUILDING
DALLASB, TEXAS

April 6, 1948

o
=

Mr. R. R. Spurrier, Secretary

New Mexico 01l Conservation Commission
Santa e, New Mexico

I - . 5
P A Pt PP

Dear Mr. Spurrier:

Having had an opportunity to review the sienogrephic
transcript of our February 17 hearing, I wanted to call to
your attention one or two minor discrevancies.

At page 8 in the center of the page Exhibit 4 should
consist of "the chart and data accompanying Mr. Nichols'
letter. . .". I notice that the letter is nade a part of
the treanscript proper and to complete the record both the
accompanying chart and data should be attached as Exhibvit

At page 10 the first sentence appearing below the
appended core analysls information should be amended by

deleting the word "to" so as to make the sentence read
"From the data the average porosily is found to be 20%."

If you concur in these corrections, please advise ne
so thaet I may wake then on my copy of the record. At the
same time please call to my abttention any other discrenan-
cies which you observed.

Mr. Thompson has now returned to Dallas and we are
trying to get together during the day with respect tc re-
vision of the suggested Torm of order. In any case, ve
w1ll expedite our work anc let you hear from us as promptly
as possible.

I apopreciate the very satisfoctory conference ve hal In
i rour office last week and trust that an apvropriate order
cen oz promptly entevred.,

Vith bost regards and thanks, I an

STE\Very tzuly,/v\

/

WLL i
cc - lr. George Granan
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BURU.L T THE
OTL GNSERVATION CO{ISSION
SAUTA FE, NS MOXICO

State of New Mexico to:

A1l namsd parties in the followlng cass,
and notice to the publiec:

GASE NO, 126

In the matter of the petition of Southern Union Production
Company for an order fixing the spacing of wells in the
Kuts Canon and Pulcher Basin gas fields of San Juan County
(as they may be axtended) on the basis of one well to a
drilling unit of aprroximately 160 acres with suitable pro-
visiona for any related matters including speciasl anprowval
of unorthodox well locetions where necessary,

BY MR, WILLIS LEA, Attorney for South=arn Union Produstion Comnany,

If the Commission please, for the Petitisoner we have 'illis Les of Dallas
and Manuel Sanches of Santa Fe,

This is a petiticn of the Southern Union Production Company for an order
of the Commission to fix a spacing propram in Kutz Canon and Fulcher B:sin,
We have referred to thoem as two flelds and it may be twn fields, hcwever,
more recent drilliing has developsd the fact that the fields are contigunus,

I believe cur evidence will indicate, for practical purposes at least; the
fields are one,

This problem of spacing has been handlsi rathar satisfactorily heratofors
because of several well known fsz2ts, During the war the P, 4, V¥, had a
spacing program of 160 acres, and this Commissin conformed to it., Prior to
that the activity in the area did not sesam to requir: any particular spacing,
Shortly after the war the 160 acre rule of thie Comulssion anplicable to that
area was rescinded, with the result that the genaral spacing rule which I
belisve is 4O acres, with wells to be drilled 33D feet from leass boundary lines,
has prevailed, Thiz is an economic problem, 'z 21l know in a glven reservoir
there is only so much gac and only so much can be commerclally extracted, This
field is 20 years old, the first well was drilled in 1929; 1t has developad
sometimes gradually snd sometimes rapidly, The facts the Southern Union Pro-
duction Company has accumulated over the yeara as one of the oldast onerators
are available t5 us, The Company has mado its own study of spacing and what
is the oroper spacing in that area, This {8 no oll ares wnlogs you want to
¢2ll the oil turnad un in the aa=217cd Farminsion norien,

It may ba one or wmors of the wells night comnereially nroduce otl (yon
e i

ths Faralngton, o faet, 0 know o7 wo wnll vt $o svoiucing ofl S hin
Lmmediate avesn, Vo have o poe vrobloa, Ve ecocently enoloyed Mr, Harl

Hflichols of Drllag %o test »Hur Pigures and roaeh hiis own conclusionsy [for the
boneflt of tha Cowmiszion and othore int-roited as to whad Iy 2 proner sonuclay
unit for that ficld, Uiz conclusiong ro not only to Lha aven whish a wvell
vill drain, bun aleo go o tha quoctl-o o0 the sowonisu of deilliag on the
169 aeres as anno b : ‘ cuendia, 4 dhate think e Puve

sopro=ration nroblom;
apacing problea,The wolls
eonnanted with o »ine 1line

thove awvs any excooiione T oaoapdl S2lls

%

du nab, Vo bedo posullariy a

» hawe huen deilled Poday hayxs haooa
Bo Sauta Pooand Mbwopuerauo, |

oo T oTwwrs o they, wad 1Y thers gre
tha wells st e recontiy 2anleted and oive line cornpection in the nrocens

of toing made, A8 wo all oo, pas dg o cetelnad and wazeceaily Ao fros
olhtr avexng some of 3L oo Teoon Dby U g
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{After being duly sworn Mr, Farl Nichols and Mr,
Van Thompson testified as follows)

MR, LEA:

Mr, Nichols, state your name for the record,
MR, NICHOLS:
Earl Nichols,

Q. You live in Dallas, Texas?
A, That is right,

Q. Vhat is your profession?
A, Petroleum Engineer,

Q. You are actively engaged in that profession at the present time?
That is right, consultant,

Q. For how long?
A, As consultant or petroleum engineer?

Q. Petrolsum engineer?
A. Since the first of 1938 - about 10 years,

Q. What has been the nature of your exper lence aince 19347
A. I spant about three years with Garter 011 Company in Oklahoma,
during that time they put me through the training program -
gasoline plant work, research work in chemical laboratory, field
engineering, office and invsntory courses ~ a little bit of every-
thing.they felt a Petroleum Engineer should have, After I left
Carter I worked for hillipes in their ressarch devartment for a
short while; them with Care Laboratories, Ino,, in Dallass, I

worked for them about 6% years as manzger of the reservoir fluid
analysis dspartment,

Q. You have had experience in the study of reservoir conditions?
A, Primarily thnt has been the biggest majority of my work.
Q. Included the study of reserves and porosity?
A, That l= richt,
0, What is your educational ltochground?
A, 1 vegeived my degree Cron Teowns Shristlan Unlvevsity, major In
shysics and math, a small amouat of eesdunta vork in ohysias fron

the Uashineton University ia 84, ifsuiyg,

7, Have you been enployei by Usuthorn Union o naiion Gomrany o ke -
ghudy of statistins and conditions zupliedabls o Yoig Jansn—Mulcher 2asi

:

Lo That ds right,

e Ko thin the Flrat tine vou nove bosn orployel by Sauthorn Ynion Produstion

Conpany ?
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A. That s right,

Q. Were the Company'!s data made available to you in go far 2z they apply
to these fielda?

A, Yes, thay gave me all their data,

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

A, Yes,
Q. Howv many wells located in these areas?
A, Approximately 77,
Q. Do you kmov wvhen the firast well was drilled?
4, I don't haye that information,
MR, VAN THOMPS N1
The first well was completed in 1927 or 1928,
Q. What would you say to have been tha initial field preasure in that area?
MR, NICHOLS:
In the order of 585 pounds, might be s~me variati~n nne way or the other,
Q. 585 vounds Virgin Rock Pressure?
A, Yes, sir,
Q. From your study of the presant conditions of that area what do you find
to be the arithmetical average of pressures pr sently prevailing in wells
completod in that arsa?

A, A lot of the work was based upon the last pressure survey of
April 1947, The arithmetic average prassure at that tire was 385 nounds,

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

3. Would you state whethsar or nmoi tue prensurs iz likelsr *a hawve declined
under 385 pounds since the last Lost in Aoril of 19472

A, T think it 1= reasonable o assume that it would have — yos,

Do In eonmeation viih thess pressuran, hirs yon nroparad 4
gravhioally the fnitial fleld »raesues of averoxbiately 38 sounde g oounsead
with the average prevailing pressuras in this £iad by years and also showing
the initial vellehead praeasuraes of 2evrtrin walls nores regontly 2omolobad iu
et oren?

g, {g this thr ztudy yw refor 2?2 {(Peztonted ehacin)
Ay ¥mo, iv la,

N U111 you nleass state what that means for tne vensiit of the rocordf

Fn
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A, This varticular compilatlon of data s divided into twn ireas,
Kutz Canon snd fulcher Basin, In the Kutt Canon flald the aver ge
arithmotic pressure in the wells produsing at any glven time has

been plotted versus the time in years, that is the lowar broken line
near the middle or hottom of the page, The upper dotted line is a
flat line showing approximately the initial pressure of the field,
Betwsen these two lines some of the wells have been drilled later in
the life of the field, Some of them have been drilled during the

last year, and the pressure i, those welles i# spotted in the proper
preition. The pressure on those wells does not lie near the 585 pound
but batween the 585 pound line and the gverage field pressure, A line
has been drawn through these new wells representing an average of their
pressures,

Q. Is it approximately one-half way between?

A. Yes, Hot any individual well, but groups of wells by average,
and 1t lies approximately ore-half way between, There is a definite
ind{cation that in thosa areas wvhere these wells have been drilled
there had been preasure decline from the initial pressure, indicating
you had pressure reduction out there pravious to those wells having
been drilled, The same would apply to Fulcher Baain,

Q. What is the conclusion or conclusions to be drawn from this type of
study?

A. You have undoubtedly had, 1f the initial field pressure over
the area is 585 pounds, and 4f you have drilled in adjacent areas
since that time it is pretty conclusive you have had pressure
decline in thoss areas, If you had pressure decline you have had
renoval of gaa out of there,

Q. What does it mean with respsct to the quantity of gas ultimately to be
recovered from one of the wells more recently drilled?

A. The guantity of gas exisiing in s given unit of the reserwvoir
i3 proportional to pressurs existing on that! gas, whatever your
pressure might be the quantity of gas you will recover is ororor-
tionate to thz pressurs of the gzs existing, You would expect less
gas from these wells drilled in lowser pressure areas,

Q. If you drill a well with initial rock wressure of 400 pounds you could
computs the quantity of gaas which might be ultimately recovered from that
well as cprosed to the quantity expected <o be recoverad from a well having
anroroximately the 585 opound virgin fleld pressure?

A, TYou ecould,
., In any event, to th2 extent that your Initisl rock pressurs in any well
Is below the initial field pressure of 525 wounds, the cuantity of gas o be

rocoveral ig reduced?

L, That is right,

Q. Vould 1t be a fair question to ask you 1T you eonld a nroxinxte by a
fractlon of the wwtal raservey recovor:pls fron a glven zvacing anit 4hat
will not b= rocoverced bhacauge of thoe iovev oressure v the vocontly

ariltisd vells?
Ao IT the average preascure ls 385 nounds and the initial 585 nounde you

would hava a ratdo of 420 to O pounda abaslute, and would have approxizately
1/3 of your gus having already been produced,

Sy




Q. That {s 1/3 of the gas that origlnally underlay a drilling unit that
has been taken out by drilliing not on that unit but on adjncent units?

A, That 1s vight,

Q. HEave you prepared, Mr, Nichols, vhat I will rafer to as pressure sontour
map, shoving {n general terms at least, the prevalling well-head pre-:sures in
this fie1d?

A. That is right,

Qs If the Commission please, may we have ldentified as Petitioner'sz Exhibits
1 and 2 the schedules concerning which Mr, Nichols has just testiffed to?

COMMISSIONTR MILES:
You may,
Q. Ve will offer them in evidence at a later time,

May we have sinilarly identified as Petiticner's ¥xhibiti No, 3 the map I
will refer to as a pressure contour map, dated January 7, 19487

COMMISSIONR MILESs

You may,

] Q. Mr, Nichols, I hand you this map identified as Petitioner's Fxhibit No,
3, und aks you to explain the mithod of its wreparation and give the conclusions
1o be drawm from it,

A, On this particulsr map, I took the pressurss sxisting in April
of 1947 and spotted them in their proper geographieal loeation,
sdjsoent to the well location, Then drawing lines of equal pres
sures {n their proper place between thsse pressure points, we get
vhat we call a pressurs contour map showing the overall pre:aure
pleture of the area, The outer line is the 575 pound contour,

These are in 25 pound interv.ls 30 tise lnnermost coamtour is the

375 pound eontour, The fmmermost further down on the map is the

350 vound eontour, There are two "sinks®, and it is rather apparent
those lie roughly in the center of th= two old fields, with the
intervening area having remained undrilled for sometime, It is normal
you would expect in the older areas to have larger pressure deelines,
You will notice also in the new intervening area between the two
sinks, That sink is quite liksly due to the influence of production
#rom the two older areas, Another sink is forming in the upper
nortawvest area} that is due to the total withdrawals from that arex
being nroportionately large due to the amall well spacing units,

S F. T# 31U aot a fact that the arsa an the northwsat s o wever develepnd svea?

Ms ¥ bhaligve that i wiehw,

Gs Do you have whe dates -n wnich thosae uells were dritledy

Ao Aesy ale, Uapggonov 1, June 1948, iggoner 2, Teptomber 1947, _

Goonp #1 Yaptaenhse 1926, Cong 43, Ootob-w» 1947, liyonar Y2 Janvacy 197
2, ML Ddrly reeoonk diliing?

Ao Thnt tg ocdphb,

Q. What con you say wivh reapset Lo thr pressure in that aroy surrcounding
those vella?

-

L




A, You have prassuras existin: all the way from 479% pounds to 50
nounds, whlsh is 100 pounda or =o lower than the {nitial fleld
preasure, [t looks liks tha preacsure decliins there 1s rather rapid
in that parifcular ares,

Qs Are those wells more or less dsnsely spiacer thin the wells further to
the south?

A, I think by observat'on they are more slosely sonzced,
Q. Any comparison between the prassura de:lines in the:s more densely
spaced wells in comparison with the wells to the south which appear to be
drilled on the 160 acre unit?

MR, THOMPSON:@

That last recori is In April 1947, and the majority of them have
completed since that time,

MR, NICHOLS:

Your quention could bs tied back to withdraimls in any area
regardless of the wells, Your total withdrawnls on an area
basis would give you an indiocation,

Q. Referring to this well in the extreme southeast portion of the field, the
Peasel #1, wvhat is its original roeck pressure?

A, 565 pounds, Some 20 pounds lower than the Initisl of the fiald,
Qs Is it very closs to any other well irilled in the area?
A, Fo it isn't,

Q. In other words, the Feasel well was drilled sone'distance from the other
vells and you found initial pressure within 20 vounds of the original wirgin
rook pressurs?

A, That is right,

Q. Will you compare that to some wells more recently drilloed?
A, The wells in the center section, drilled a yeur or so ago, somo of
the Mangum wells, had pressures in April existing between the 425
pound and 450 pounds coatour,

L), P, - -~ -
Qe T35 worc initial wrasaurae?

A, Those warn pressures exlating in april 1947.

The Manzum 1 was completed in February 1947, and the inlttal wreanure
wae 492 pounds, Mo, 2 wis completed in June 1947 at 45 »ouvnds, o, 3
vaa completed in July 1947 at 44D pounls,

0, ilow do you account for tha fact that thosc wells had lowver infvisl v ow
qurae than the Peasel No, 1 wall?

fe The deatnige Trom bhese b0 adjaeent areas secalnyly tnd o sront
affeat n this peassave,

e anat s becnuae producting Trom odjseent wells previounaly deillel bl
coduaed the preaurae in that v <dnity that tn ths wrin portion of the Tleld
Yo it tovae dattisl '{\'l,"v;j'ILJU‘!‘()S';’

A, v inowedpng,

Go  Anyling wiac tuooostionae oo v andd alput this wnay




A, I don't balleve szo.

3. Mr, Nichols, state whether or not the Company ciused to be made an
interference teat at your suggestion on six or seven wells drilled in
this area with a spacing unit of 160D acres for each well?

A. They aia.

Qe V11l you state in general terms how the interference test was conducted
and what assumptions were necessary and what was found as a result of the
interfererce test?

A. I believe my letter to Hr, Thompaon dated February 5, 1948
will explain that,

(Letter az follows)

"EARL A NICHOLS
Consulting Petiroleun Inglneer
2000 Xidwell Stirset
Dallas, Texas

T3-4422
February 5, 1948

Mr, Yan Thompson
Southern Union Gas Co,
Burt Building

Dallas, Texas

D-ar Mr, Thompsons

"% have received the charts giving the results of ths recommended
fi{eld tests. These tests wers performed on the Kutz Canyon -
Fulcher Basin Fisld in order to attempt to establish a positivy,
mechznical anawer as to whether uvressurs interferancs oxists across
160 acre tracts in the adtove mentioned fisld, It was our belief
that should such pressure intsrferencs 2xist between wells now drill-
ed on approximately 160 acre svacing, one could accordingly feel that
drainage across 160 aores tracts existed,

nSaven wells whose approximate spacing re 167 acres per well were

shnsen. They were the SUP VWalker #1, SUP Walker #2, SUP Me Grath

#1, SUP Me Grath #2, SUP McGrath #3, SUY Kattler #1, and tue

SUP Hudson #2 wells, Thesa wells wers shut in at noon January

9, 1948 and remained shut in until 8:30 A.M, Jawmary 12, 1948, At

T this tice 21l of the wells excent the Walker ” 1 wer: rut on yro.

' duetion avainst n line vressure of 261 o 270 ¢,8.1, ar. A% G300
Ao, on Janvnwy 13th, oo ovading walls vare taken off of ihe
line and blown to thoe zde; @b Valker #1 «bil) remaining shut o,
A racording vressure ehart on vhe well he:d ol the Valker # 1 woll
during this teat reveils ths atbashed trholabed and gravhical vo.
sultg,

Vi otn oto ho nofileed ansoto the por ot oeclo of
teaporabury changz oir ' ng o 24 e wwrial, b

on the reuny insirument chows a distinetlvz
on the rasovded prezunvas, Te held alarify
sures wer? nlotied versuy thus of lday apd th
It w411 be noticed that, frrapardic
tha overall ~uwrve of prassuras 1o
Above the cuiye of the prassurves 0 Gl
period, This Is explaincl, of cowrse, as
up of pre:sw'a Jue to the well teing shut

LR wsonncle
Loanientorg onfeot
24 hwar cyale chiangs
eftont, the pregs
erach g dncluled,
temper-ture effecis,
2y g eosnaiderabiy

- (O P AP A &
Uoumne anvi

tha

ozl hailad
due, the curves

of pr v Top the 3rd ant ARk days 3o roanooh e aneh
dny, svbag whis comy builid TSIy g S
3 b P gn . B LA 3 i iy - T S
procuctlon, on the moring o7 tha Ain day, Al boon e
\
.

vor B 4 not aipnaifdaantly D20t wntid the Sth o dey, T will be




noticed thut the curve of pressures for the 5th day falls Yback be-
low those of the 4Lth day, very definitely indicating oressure in-
terference had resched the Walker # 1 from the outlying wells,

*In order to try to evaluate the magnitude of this preasure drop,
an arithmetie average of the pressures the last 21 hours of the
tests give a value of 401, 8 P,5,I, gauge, An arithmetic average
of the preasures during the same hours of the preceding day gave
403,6 P,S.I. gauge, This is a 1.8 pound drop, This may not seem
like a large drop, but after consideraing all of the reservoir fac-
tors involved, this is felt to be as large a pressure drop as one
might expect,

"It is my feeling that these tests have conclnsively shown pres-
sure interference between welles nowv drilled om a 160 acre pattern,
It is further my feeling that sinsce -ressurs draw down cen be ex-

parisnced between such wells, drainage of reservoir material acroas
160 acre tracts exists under such conditions,

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

Vary truly yours,
/8/ Farl A, Nichols
Earl A, Nichols
EAN/1y"
The Chart accompanying Mr, Nichcls! letter was marked for identification
as Petitionert!s Exhibit #4,
MR, LFAs
Lets try to identify wherc these wells are located,
MR, THOMPSON:

Sections 2 and 3, Township 293 Section 34, Township 30, each in
Range 12 W,

Q. Idemtify for us on this map the test wsll - Walker No, 1, outlining
the spacing unit of Walker -1,

A, NE/, Seotion 3, 29 N, 12 Y,

Q. V111 yosu identify for us the surrouniing units on vhich the other six
wells are loonted?

o Walker #2, MeGeath #3, MoGrath “1, Savtlar 41, tHuwison 42,
A, Wall ‘2, Melath #3, th =1, ! ; ;
Southern Union Producstinn MaGrath 72,

Ge Your tast well is lozaubed rishit in the milalse of theose othor vriga?
,

4, That is ri:he,

~

. Your wvressures wers Laven on Lo (alker Lo, L Melly

vy TINIYINT AN
A, ity HICIOLS

Yzs, sir, those adjacent walls had been shut in, fhe pressurss

Luroushout *hat Uhnie period o $ino wave menmwred on the Valkar TRl




Q. That is, [ believe, without exception 160 acre spacing units with the well
located in approximate center of the spacing unit? The fourth day is the red 1line?

A, That is right, The fifth day fell below the fourth day and
in certain periods below the third day, The pressure during the
last hour was below the third and fourth day pressures,

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

A, Approximately 25 hours of the test,

Q. From the time the ocutlying wella were open to the air, how long did it take
the pressure decline to be noted in the centrally losated test well?

A. The remaining wells were put on the line at 8130 a.m,, January
12th at 9100 o'clock a.m., January 13th twenty five hours later,
they were taken off and put on the air, and thers was approximately
24 hours remaining in this test,

Q. You rzgard the result of this interference tast as being significant?

A, I do,
Q. Does it not indicate that not only did the outlying wells pull down their own
pressures on 160 acre units - but that the outlying production also puiled down
the vpressure on the gentrally loocated test well?

A, That i= right,
Q. Is not sach of those wells located on a regular 160 acre tract?

A, That is right,

Q. It i# not noteworthy that instead of continuing to buiid up the test welil
pressure not only ceased to build up but {n fact declined?

A. That is right, I think it might be expected that the well
would have continued to build up for some ti=e longer, how long
I don't want to may, Might be a day or a weak,

MR, SPURRIER:
How much did it drop back?
4, About 2 pounds, That 18 the arithmetlecal aver:gs in the last 21 hours,
MR, LFAy

Lookin~ at this chart I find a% the beginning of the first day & vrassure of
approxicately 381 wounds on Walker 41,

A. It varles by the hour, it startad at 321 pounds,

N, At the same hour of thn ssesnd day the well had built wp to 308 psouals,
L, That 1g rvight,

Qs Approximately 17 moundsg bulll un,

Thaet ig rieht,

o, The sare nour the noxt day 1t had bt un 4o speroxionnely 4923 wounis,
4, Right.
Q. A% the ears hour Bhe fourih day ihe bodle unocmn oapovoxiangely A7 oovnds,

A, Right,




Q. At th2 mame hour the £ifth day I find s very notlceable pressure inter-
ferencs had been commenced,

A, That 1s right, It wag at that hour of the £ifth day that the
interferance began to show un, There was undoubtedly some eoffect
after tha fifth day.

Q. From the data available, has it been possible for you to computs the total
gross number of cuble feet of gas which should be expected to be in the reser-

voir under 169 acres of land?

A, TYe3, it has been, Thare are certsin assumptions one frequently
has to use, An attempt was made to scalculate the actual reservoir
gas in place from the available reservoir data,

We had one set of core analysis data on the Cozzena #2 well, This
is certalnly a minimum amount of core analysia,

ERSRUNENI N IF + NITHINED S SRR MAT BN S

Wil d R N R Ly s

Sample Permeability Porosity
Rumber Millidarcys Fer Cent

1 98 18,3

2 92 16,7

3 74 23,3

4 90 18,6

5 102 14.3 > be 208, The connate
6 10 9.8 ity of reservoirs you have
7 51 12,3 [ you have a film of water
8 83 9.6 stone you have some

9 59 17.5 asually referred to as
10 5.5 8,1 ir %o reservoir; the

11 18 20,5 figure , Some reser=-
12 14 19,3 econnate water, An

13 8.6 19.¢ fect used, It varies
L 10 13.3 ome that have 10, 12

15 18 17.7 - {about 59 wellss gives
16 11 16.3 '

17 18 19,1

18 15 10,3

19 FAA 1.5

20 17 18.5 part of the gross sand
21 50 19.2 ?ed. The deviation

22 95 1é.3 tifying some of the

23 113 13.1 2 19 nothing more than
21 340 110 ldeal gas laws, A1l

25 £23 19,5

VA '
32 102 5 12'? ?tunl gas in place
28 15' 18:5 snis, initislly, on

2u.£t, of gas at
wrunorore reserveir initially,

standard condITIOME TXIRTT

“l

w7

That s tho totasl gas in pleee, Halovw = cerbain peassure this ©isid
ewanot vz operated eeonorleally, Vo zel 1t ot 150 pounds, The net

713 that aan ba taken from the reservair Wtwenn 535 vounds and 150

pownds te 5,200,700,000, or aboul 7EE of the Anivial gas ie place,

MR, CASYYLL SILV. 1 =~ Floranc: Comnpany:

Yould you eonsider all of those pormeabliliti=zs as being uibthin the offecstive pay?

-]




2le preszsure inter-

h day that the
1y soms offect

>u to computs the total
ted to be in the reser-

ns ona frequently
aotual reservoir

18 #2 well, This

From the data to the average porosity is found to be 204, The connate
water 18 estinated to be 20%, In the great majority of reservoirs you have
water existing in the reservoir itself « ih sand you have a film of water
existing in and around the sand grains., 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
value of 20% here used 1s a rather conservitive figure , Some reser-
volrs have less and some have considerably more comnate water, An
average offsective thickness of pay section of A0 feet used, It varies
from well to well - some more than 100 fest to some that have 10, 12

and 13 feet} an average o the majority of wells (about 59 wellos glves

a figure of L0 fe=t ei'fective vay,

Q. You refer to the effectivs thickness,

A, That is right, Effeciivs thiclmese ia that part of the gross sand
whieh has poroslity, permeability and gas saturated, The deviation
f&ctov has been set at 9/10 as a mattar of simplifying some of the

caleulations - to explain a little further, that ie nothing more than
*hv amohunt this particular gns varies ‘raw the ideal gas laws, 411
returel gasas deviate some from the {deal larusg

Froz these data a caleulation vas made of the actual gas in plaes
under the initial pressure conditiona of 585 pounds, initially, on
a 10 aers block, Anoroxitmitely 1,373,0072,000 cu,ft, of pgas at
astsndard eonditions existed in 160 asroes of the resevwsir initially,

That s the total gas in plece, #olow o c3rdaln prosaurs fhle fiold
cinnot bu opersted esonomleally, Yo oael 14 a1 150 pourds, The net
a1 that ean o taken frowm the vaseryslr wiween 595 eounde and 150
powda Lo 1,%01,700,000, or ~noah 720 of the Ialedal gon in place,
M, CASMTLL SYIV - Plovego Conrany:
Yauld you esnsidar ail of thoge pormesbllibl s an balng wiihiy the ofTeatler vay?

)




i, NLCHOLS

inere way no consideration made us to th: psrmeibility in determining
the efi'ective pay, I presume you are referring to the thiskness data,
It was taken from the various drilling loys avail=btle and one or two
electric logs were taken lnto consideration,

The amount of gas - net gaa you might expeot to recover between 585
pounds and 150 pounds, multiplied by 5¢ per thousand ou.ft, and
allowing for State taxes, royalty and produstion tax brings th: net
down to0 about 843% which wuld give gross income irregardless of time
of about ¥56,000 per 160 acre Wock, That does not give any consider-
ation to operating exvenss or the present worth of a dollar, A lot
of these dollars are guing to be obtained a number of years hence,
This i{s simply the gross income minus royalty and tax, The cost of
drilling wells would be roughly $16,000 per well varying from person
to person, That would allow a ratio of dollars returned on yvur
investment of about 3¢ to 1.

If you will take 180 acres at the przsent pressure average of the
fleld of 385 poumds, The ulti-ates total {ncome to La recovered

over the years would be $30,000 after deducting royalty and taxes,
but without giving any effect to operating expenses or other factors,

MR, SILVIiR:

That is assuming initial well-head pressure of 385 pounds would give you
a ratio of about 1,97

A, Yes - it would give you a ratio of about 1,9 to 1. If we look
at it as a 40 acre drilling unit and calculate the ulticate returns
you might expect in the order of 414,000 with the initial pressure
of 585 pounds, If the well cost you £16,000 you wuld be in the

red to begin with, If your well was drilled in an area with 385
pound pressure your total rsvemue would be in the order of $7,500 and
your well would still cost 316,000,

MR, LEA

Mr, Nichols, would you care to express an opinion from the stuiles me2de and
data reviewed - whether or not one well drilled on 160 acres at apnroximately
the canter could be reasonabley expected to drain in this fleld xnore or less
than 162 aores or exactly 160 acres,

A, I feel tha material we have lookud at herc has shown that the
drainage from onse well is adequaie {uir n 1560 aviw Lluck, Tou will

bz able to drain a 160 aare hlock with onas well,

Q. Are there any lnstances vhere the eas produced fron one of the oldor wells
in the £i91d exceads the fisld-exessds tho crleulnted avantidy of gaeg ‘nltdally
tn place under 162 acves,

A. Thore are gaverel wolls wnsre tolnal nroduciion oo dats hias adresdy
elthor axcseded or becn very closc o the 1,873,000,970 cu, Lo of

gas in 160 aares, ihe dravming and Shauart Wo, /4 wall hea nvoduned
over 2 billion cuble fecty that well still has 305 mounds of rressure
and will uwndountedly produne stlll mavs moo,

MR, ENGLISH
; .

"o ovhs waat wallly

M, THINPGE3M

Vo do nov - Southrn Uniosa wemently bovghe 14 Jroa Svowming ol
Stewsard,




s, NICHOLS:

Angels Peak, the 9-B and 10-B « between the two of them there hus
been 2,600,000,000 cubic feet of gse in 160 acres, and one-half of
this ia 1,300,000,000 eagh, which 1s approaching the 1,878,00:0,000,
Summit K1 has produced 14 billion and the Summit #2 has produced
1-1/10 billion, The Cornell wells 3 and 4 have together produced
nearly 1} billion, one half of whisch for each well is 7/10 billion
with 373 pounds pressure remaining,

MR, ENGLISH:

Where you are draving more gas off one well, would that make a difference

in your pressure? Your pre:sure would be lower than where you did not

have to drav as much gas?
A. Yes, especially if you did not have any gas from other areas to
help re-build your pressure, Those pressure sinks had been influenced
from some adjacent areas, This i{s indicated by the pressure Wild-up,
There have been times vhen some aress have been shut in and have had a
considerable build up, indioeating you have had pressurs build-up from
these outlying areas,

MR, LEA:

In making asmmptions necessary to compute ths total reserves of gas under
the 160 aors tract you have taken such data as was available?

A. That is right,

Qe Whare assumptions had to0 be made were you on the long side or on the low
side in making your estimate,

A, I feel in all these estinates we hive been optiristic {n making
the necessary assumptions for computing reserves,

(EXAMINATION OF MR, VAN THOMPSON)
MR, LEAs
Your name is Van Thompson and you live in Dallas?
MR, THOMPSON:
Yas, sir,

Qe You are employed by the Southerm Union Gos Conpany and the Southern union
Production Comoany?

A, That 4s right,

Qe How leng have you worksd for Southorn Union?
A. Since 1930,

Q. What is your precent capacity?

Ay ¥ oam Chidel Tnotueer of tho Oowosny la charge of produciticn for
all propertles,

N, Ara you familiar ulth ths gas situvation in Kutz Canon and Fuleher 3aain?
A, I have haen personally {Tamiliar with it since 1932,

De La 1%, at the prezoat tive, unier your pursonil supsrvislon?

R




A, Yes, sir,

Q. Are you familiar with the statistics and data in the wmy of gas prolustion,
open flov capacity, pressures, ets,?

A, That is right - our Company has acousmulated this information
by years since the beginning . e had a practlice instituted of
shutting all wells in for a week and took pressures during that
time every year,
4, Waas that the data made available to Mr, Nichols in the course of his study?
4, Yes, sir,
N, You haye heard Mr, Nichols testify, are his findings made in connection
with the study of this field - have they confirmed or altered your own
conclusions?
A, Yes, it has convinced me that on a lot of the wells we have
drilled in the middle of the field on closer spacings we will
nevar ret our monay besk out of them - i{ isn*t esonomiesnl,

Q. Digd your figures on the total resarves of gas on 160 acres
sorreapond with the figures Mr, Niohols has given us?

A. I would say, if anything, they would probably be a little less,
Q. Your figures would be lass than his?
A, Ies, sir,

Q. What experience have you had ‘n eonnection with unitization or more
siaple form of sommutization of separately ownsd tracts?

A, VWell, during the last 1% years we have unitized about seven
different tracts into 160 acre drilling units, Thesa have included
fee land and federal land, so far they have not insluded any state
land,
Q. Have you used the so-called short form of commutization agreement in these?
A, Yes, sir,

), Has your experience baen satisfactory or unsatisfactory?

1~ 4in . A ... A

A. So far it has wnrked warcv wall 44 bheouty Lilon lone WO gst

them approved,

Q. Have you ecommutizsd fadsral land wlih fee land?
A, Yen,; sir,

A« How aboui eommutized wlth federzl an! fedsral?

A, T think we are warking on ono at tha prosent time bubd 1o lsnlt
eompleted,

D, In goneral, your adoorizace hos boea o) and dolay bag wobh boon Yo bady
4, Right,
M, LEA;

If %ho Comission plesso, ue would like no¥ W0 offor In evidonco Yrnibits -fich
have baen Ldentlificd ac Febiiioner¥s exhiblies 1 to 4 rosncetively,
! J

RER




COMMTIBIUN. R MIL oy

Txhibits reseived,
MR, LEA:

Mr, Foster Morrell wrote a letier regarding this nroce:ding in his letter
suggested he would have no objesction to the use of it in this proceeding.
[t may bes w2ll known that Mr, Morrell, an‘ I presume his predecessors,
have partinipatel to some extent in the 160 aecre specing sondition vhich
geaerally prevails at the present tice,

He writes under dite of February 10, 1948 = ~

“URITED STATES
DEPARTMENT OF TH® INTFAIOR
GROLOGICAL SURVEY

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

Mr. Willis L, Lea, Jr,

Southern Union Production Company
Burt Building

Dallas, Texas

Dear Mr, Leat

"Referance is made to your lstter of January 26, enclosing for
our information a copy of Southernm Union Production Company's petition
forvarded to the New Maxico 0il Conservation Commission requesting an
order, aftsr notice and hearing fixing spacing requirements for wells
hersaftsar drilled in the Kuts Canyon-Fulcher Basin gas {ields, Sam Juan
Coumty, New Mexico, You requested our opinion concerning the proper
spacing of wells in these flslds,

"The esssntial facts presented in your petition are substantiated
by the racords of this office, and, accordingly, this office concurs in
your request for the establishment of a well spacing plan with s minimum
of one well to 160 asres to promote orderly develooment without waste in
the Kutz Canyon and Fulcher Basin gas fields,

*Aa most of the lands in these fialds are public lands of the
United States, it iz the desirs of this office to encourags uniform and
econoxic developnent anl greastest ultimate recovery of gas from these
f1eids, Thls can bs asssmplished only 20 lang se srasaonabls profit
can be secured from eapital 1nvosted Federal leases have been daveloncd
generally on a well spacing pattern of 2ne well to 190 acrass, except wiere
negassary to protest properties from closer spacing by offact operators,

"Only where the market demand and mav! ath; fasllitics \re unlisitod
for continucd exvansion with the eampletion of wddieisnsd sutle PRRER ISR
dusing g13 wells can nevess .ry profit be obtaincd o esntinue df/ﬂlgyﬂﬂﬂbo
These eonditions are not present In tha flelds under eonsideration, Hence
the drilling of wnnesessary wells does not proportionately increasa the
ultimate volumo of gas availabla for szale tut lagtend tends to reduea ths
margin of wrofit of all walls In the Plelds and v dlscourapge proper
developazay of che Mlelds,

" future devgloprnant at, o owall dennlty consistent witn the
majorlty of wast davalonaent is eszontlal “o vrovent Injury te
nelghboring leqges or wropartiss anl Lo protect equltics invelvaod,
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AThere 1is no objection to your use of this letter in connec-
tion with your petition to the New Mexico 011 Conservation Commission,
An thia offise {s very ‘ntaorcstei in the subject, I evpect to be present
at the hearing in Santa Fe on February 17,

Very truly yours,
/s/ Foster Morrell

FOSTFR MORRTLL
Supervisor, 011 and Gas Operations”

MR, LEA:

I would like to heye thia in evidence as Patitioner's Exhibit No, 5.
I believe that is all we have at the present time,

(Pxhibit No, 5 admitted),
DUDLFY CORNELL:

I would like to ask Mr, Nichols 13 it a [sot that the conelusionsz vhiech youn
have drawn from your work here wnuld supnort am sovplication for pro-ration
of gas in this field on a 160 acre basis just as fully as it does on 160
acre sovacing?

A, My oonclusion is that there is adequate drainage by one well on a
160 acre block.

Q. The petition here would really prevent the wells lsing drilled om 40
acres - have ynu given any thought to the wells on 40 scre spacing?

A, My purpose was to determire if adequate drsinage can be obtained
by one well, on a 160 acre block,

Q. If 160 acre spacing in this field {s used, do you have any suggestions
in handling the present wells on 40 acre soaning?

A. I baye not glven the problem any consideration, I think you
will find some preceient set up, however,

MR, LEAs

We have always visualized this matter as 3 gnacing matter. For that resson
1 am sure Mr, Nichols has not approached it on ovro-ration,

MR, CORHELLS

I cannot sse how the lwo problems can be senmarated, T was wondering i you
would {ignors the situation,

MR, L¥As

I would make 3 statement - Here 1s the way we zes 1L, this £f10)7 12 20 years
0li or mors, It has been growing anl develrping by {its and starts cver sincs,
but it ig an old fiold with a rather loose avacing cegulation waieh hin proe-
7ailed during moet of the time, It 48 only natural there have yroun up

apveral dneatdtlios yhwere the soheing of wnits ig o0 close to larger adjonining
unite, I have your situstion in mind among others, Pro-ration may have to
come to the Kuty Sanon=Pulcher Basln field on a propor pro-ration ovroposal, 1T
can say now ny Company will have no _bhjsetion to nrowration but o will ba vary
much laterosted becwuse of tho adiitionsl burdsn c¢ast uvon us Ly oro-ration, aud
I think the Gommizodisn w111 bs very uiich inbterosted beeause of the additional
burden of administering wro-ratinng,




MR, CORNFLL:

You have referred to my owvn aituation, makes it personal - I would 1iike to ask
Mr, Thoapson one or two quostions,

You have an 80 acre lsase on which you have two wells known az the Cornell-SUG
3 and 47

MR, THOMPSON:
That is right, yes, sir,

MR, CORNYLL:

" And that 80 {s entirely surrounded by acreage I am interested in.
MR, THOMPSON:
I am not sure it is surrounded on the south,

MR, CORNTLL: |

Yes, sir, Hew far do you think those two wells are draining?
MR. THOMPSON:
They are draining considerably more than 80 acres,

(CORTINUFD ON PAGE 17)
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we B BIan wbudy pou wes Bboaw dicdutn o wrreas e L3 aereiy waald s
Sey whils dradodng woult oo o ile fras oo s
Ao Iy Lowouldn'i oy 24 0L deadmao oot e ol a0l
seotion ln cach, dJirueiicne
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&

ne SIEBNS08LN, MO0 acre spaciig, Lov drailinago £l o nenaes bhes naxdt 40
ugiasy
.':1. KHS‘ 5.3.2‘.

.

e Aowz2ll loesbl d sucnh 2o Tt would av least draln bie 40 derus sdjoindng itf

)

fis Tiab i3 corvects
wo With an 80 acre lezve = & « 40 acres on cadt, west, uorth wi south,

6 = 40!'s plus the 82 you hesve, your two walls would bLe effective draining oS40
wores?

A, In the petition we are ssxing for 180 acres minliun spacing and the
purpose is to srevent what is happening right thore,

Ge 1 aw simply mokdng o 1itlle ac vt Yor thils pioe=racion) woulda’t id
be trus those two wells would e draining eilfectlive 840 awuyes:

Ae J038iLdy 80. e are conlenilyg vie well would deain 150,

wo If your spacing ruls is sut into elfcct althout pro~rebion those tec
walls will continue to drain 540 scrus.

MRe LZas

1 don't believe the witness is in sgresuent with you
well w

aat il e wolls wore
araining 540 acrcs, It ig concedsd tint onw |y

ain 100 acrus,
B, S1LViR:

You malte a presumption thet ke Jdohols nag proved tiwte 4 doalt
the Comdssion has yei admitted thate

O
=
&

[N

:Li;-l. i):-"}g

Ky stetement was & did not bhdnk the ovidence submitled wouid subslaniicss
the idea, or thet tie wiliess gyresd, that the two wells .ould drain the
340 acrese

e STLVIK:
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¥R, CORNELLs

I agree with the witnesses from the stundpoint of the economica of drilling
these wells on the 40 aocres, but ths spucing rule without a follow—up with

a pro-ration order, I think is just doing one~half the job, and creates
additional insqualities. I would liks to suygest what we need for this
field i{s a pro-retion order, ratable taking and common purchaser act, I
would 1like to suyggest to this Commission that some leader appoint a committes
to present such legislation for the next lsgislature, that it be carefully
prepared and operators have a chance to voice their suggestions and at this
next lsgislature all the operators combined with their influence, to the end
we do obtain a common purchaser and ratable taking law for gas., I think there
has been changeon some operators in this subjezt, I think it $ies into this
application here,

I would like to ask another question - Mr. Nichola, with reference to your
intexference test of the seven wells, isn't it a fact thet the original
presmures oca those wells differ and that their open flow potentials are
different.

MR, NICHOLS:

That is right, I am sure it is,

Qe Very considersble difference isn't there?
A. I can check them and see,

Qs I would like to develop more fully in the economics in those wells, the
amount of gas withdrswn and their open flow potentials,

A. In the interference test all the neasuremsntis were made on one well,
the Halker No. 1. Irregardless of ths open flow potentials and the
pressures on the zurrounding wells the preasures on this well built up to
the fifth day and then droppsd backs The only difference which the open
flow potentills of the surreunding wells mignt make would be in the quan-
tity of gas produced from thea during the test, which in turn might in-
filvence only tis megnitude of thepressure drop during that time,

dR, TIOMPSON:

Budson ¥2 well had an open flow in January 1948 of 580 MUF, doUrath #1 of 416
MCF, MoGrath #2 140 MCF, McGrath #3, 396 MCF - kaiker o, 1 584 NCF

Q. I did not have in mind proving anything psrticularly, bat thought that
information should be in the record,

e SLLVIRS
How are these wells gauged?
Hile NICHILS:
fne vialker Ho. Lowiell nad e recording instrunsndt on the well head,
o hat kind of recording ingtrusment, desd waighi?
Hie LROLPE)Ne
Bristol spring Gauge - recording Zaugs.
Hrs Nichols, you are familiar with spiing gaugese Yo youw knowlodge ifsnié

E ]
T otrue spring gauges have vavistion of five to 10 pourds.,  Gnouss of apring
cuages they have to be tested agalnst larpger tested gaw:ies?

Q
L

Ao Thot ds trae in any btype of pausng.




Ge In Sectdons 11 and 14, tomusiip 28 N, range 10 &, wasn'{ thsre considersble
variation in rock pressure ahen the wells were brought in?

A, I think that is brought out ia the exhidit showing initial field
prossures and pressures of wells drilled luter in the life of ths field.

Q. JTan't it true that the pressure meusured on & well is in part functional
of the length of time in which that well is allowed to remain idle?

A. Iour'build—up time certainly affects the pressure ceasurements,

Qs Isn't it alsc true that the permeability changes and that the lower the
permeability the longer the pressure build-up required i resch stibilization?

A, I am not aware the permeability changes in a given field,

Q. X have the permeability as given me here. (Quoting certain figures noted from
edd.no.).

A+ The permeabilities you are reading there are indivudual measurements
on individual feet - one sample for each foot. That is normal in any kind
of reservoir, <ermegbdlity of a given oot is constant and does not change
during life of the well,

Qe Isn't it true the permeability in this well, which is the only well in the
fleld that has core analysis, is not a good test of the permeability?

A. In what nanner?

Q. In that one well, if the variation of permeability is sc great from fodt
to foot vertically, then conceiveably the permegbility from foot to foot
horizontally is just as great,

A, Getting back to your point, it is true that the amount of our core
analysis datz {s on the low side. I pointed out early in ny discussion
that we had in that instance a minimum of dats, and that we had to assune
certain things - for example the deviation factor.

Q. I have no objections to your deviatlon valus.

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

Ge The point 1 was attemoting to bring oul wesz the very serious sffedt
permeability would have on your concept of drainase scross 180 acres - 1 wanted
to point the manner in which they affect thai,

As I think we can approach it from this angle; the persesbility is s
masure of tihe rate at which a well can produca, at not a mesoure of the
total amount 1t will produce,  Perreabllity times fest will be an index
of the open rlow. Jotentlsls on cvery well in the field are wot exantly
the =anid,

Qe That is exaetly vl hi.

LY R YV Y T
ST, NSO

R - [T N T S T I - R L L LS N s Ty Iy
voald your ol sbobtioar wnnt yow think oiet ons snosains should bt

o ohavo o Sald of onw gon oon WAt v wv conutdecables onvh o or niiordihy of
screage In the Seu Juan Hasin that has aliost ewactly siadler reservoly gondie
tions, Any decision the Cormission ndihl ¢ giih respect o your field il
certoinly have a boaring on o ficdd aloost Dy dddeyr b peodopizallye o6
fave 1o opinton &5 o what ohe woll spacing shioodd Lo in fals field; we are
only interested in finding out wint the ~ovt economie spacing woudd be.
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Therefore, we are vitally interested in this case. That will determine what

the sconomic spacing is in our field, Therefore, [ want to bring out sowme of the
inadequate data presented by ilr, Nichols, The fact tiat an additional test should
be made which may ald the Commission to detarmine the type of drainage on 160
acre spacing they would want, but by 160 acre spacing the data pressnted today,

I do not think iz adequate, By meeting with Mr. Nichols I believe we could find
out.

MR. NICHOLSs

Back to about the last point I made in regurd to tetal production from
certain blocks - thet i3 bused on porosity. It does not tie back into
permecbility or productivity,

MR, SILVER:
Az I stated before, I thought you were over generous in the amount of gsa in place.

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

HR. SILVER:

Let's go into the problem of reservoir development -~ each well is a sink and
each field is in itself a larger sink within & known gas area, I think there are
men in this audience who know there have been wells drilled outside this field
which have encountered gas and that gas has been non-commercial. It is entirely
conceiveble this iz the only commercial ges production in the area. If you have
2 sink here what is the optimum number of wells draining this basin.

A, That is an economic problem. I think the productivity of the wells is
related directly to permeability, I think the fact that there has been
greater production from these welis on the 160 acre block 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 reasonable
doubt, ¥r., Thompson, you have drilled many wells in the area, the United States
Geological Survey in its professional paper No, 134, by lr. J. B. Reeside, Jr.,
gives the thickness of the Picture Cliff sand zone in this zone betweer 75 ard
225 gross feet,

¥R. THOMPSOH:

The grosa and effective thickiness are two different things,

R. SILVER:

Qe Tie have cored as mch as 25 raet of sueh sand and found the core bLleading
s ges all the way,

ORI IR Y PLts N
IRITeN lEL-.’.L)Sl)H(?

This appears in wells of that type 23 well as wells of thiciknuesssg ol 10
aredl 12 feet,

M, SILVERS

e Ycou geb soms influx of drainuge of get usrard from the lower parneability
zones?
Ao s iU iIn tho lower pard?

M. TILVIH:

Qe Usually it is in the lower part bat you gebl strezks of hipher perasability
with lawer psroesbdllity.

Ve, Caditnlls

Ur, Hichols, you stuted in your opinion Tij of the peg underlying Lud scres would
Lo oachiiaram under 160 acre spueing - hovi cach do oyou think vwnlsre 20 acro sousdng?




Uke NICH:LS:

I s8id it was, if we want to ussume the abandonuent pressure of 15C#, it would
bs 72%.

Q. ¥hat would be the recovery from 40 acre block at compared to 160 acres?
A. You would have } as much gas.
Q. How mich gas is going to be missed in the sand ~ aporoximately 28% of the gas?

As It would be the same purcentage if your pressure waa brought to the same
preasure regardless of siaze of the unit,

MR. SILVERS

You eould withdiruw more gas on 40 acre spacing than 160 acres,

A. That is an economical problem. I don’'t kmow why you could.
Q. This isn't sconomiocs, I aam just helping Hr. Cornell get his point.

A, You could take it to absolute zero pressure but you would be there
an swful long time,

MR. ENGLISHs

Finishing the wells - the Picture Cliff wells have all got coal and water just
above the pay zone. I wonder if it rmould make any difference in the finishing of
the well « if it would meke any difference in your pressures. ¥e drilled a well
and got 4 more gas - we cemented off some of that pas, I wondered if that weuld
mke any difference in your pressure?

A, If you cemsnted the casing abowve that water it would make soms dif{fer-
ance.

Q. Soms of these wells you are getting your figures off of - if they are wells
of bad completion jobes and have some #ater in the well bore,

HR. THOMPSON:

Ke have siphon lines in every one, even then we get pressure that will be
10 to 20 pounds low,

MR, NICHOLS:

If jour well Lure yoes into Tne main part of Picture Cliff sand your ouild-
up on that well is determined by the parmeability - your oressure would ve
all right.

COLUESSTIONER HILYES:

One question was asked I did not ged
vhe angwer on - someone askad if ib
vould be more complets reeovery ol ;:uo
with 8 well on 40 acres Lasn L60 seres,

L SLCHDLS

It your pressure over the whole bleck, whcther it be 40 or 160 acees, is
drawn down to 1507 your ;as recevery .ercentage would be the onmg.recovery
of s froa a 40 sers Llock would w2 5 of Yhe cus recovercd trwa o 16D
acrs block,

v e s
1‘;4‘)-; L"J’;:

et ne get this question clear - take a 40 acre unilt as opposed to a 160 acre
unit, If during the cemsereially productive 1ife of this field you had ons wall
on 166 acreg as oppoasd te one on 40 soccs; in $hs conbter of esch vnit, and no
devingge beteeen the undls, would you o able to get froa a 40 aecre tract more
than 255 of what you wonld get out of o 180 acre tract - during tha productive
1ife i the entlrs field, IFor your uitimaic produetlvity ol gus during the
produstive Mife of the fleld would wocovery be mbstontdally groster in the case

of foue wrells agunlly gonced on 160 coecs bhen glbh one o) A Lo coanoar, o
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is 1t just & question of timeY
uﬁo HI(}H\)L)S

If your pressure is #stabilized, 1f you draw down that whole area to 1504

the seae in any geographical area, if your complete 40 acre block is drawm
down to exactly 150#, you would get % of what is recoverable on the 160

acre block drawn down to exactly 150%. Those things are true because equal
withirewals in & given unit #ill be as your pressure is drawn down; just

ths same in a large area as a small. You will get the gas out one way or the
other. It is this question of drainaye from 180 scres being adequute and X
believe it is,

MR. LEA:

Given a reasonsble period of time, which might be measured by the economic life
of the field, would your pressure equalization of 160 acres with one well be
substantially sll the way acroass that 160 acres?

A. If your permeability from ons area to another is substantially the
sans, whether foot by foot does not matter - the vermeability times the
feet 18 uniform geograohically, the answer is yes.

¥R, LEAS

tWould you be able to state from the study of this field and from the dats availe
able that thers exists, generally speaking, that type of permeability - are you
satisfied there is drainage across 160 acre tractis by virtue of permeability of
the areas?

Ae I believe sbout the first thing we introduced was that those wells
drilled later in the life of the field had initial pressures considerably
lower than the field initial of 5854, Those were taken where they might
happen to hit and have indicated that generally speaking you have suffi-
clent permeability for drainege over large areas,

MR, ALBERT GRFER:

In your first exhibit you have ahown these wells - the anew wells come in
with pressure between the old field pressure and the initial field press-
ure. In other words, you found a pressure differential which here approx-
imates 100f. You made the stztemsnt that the wells would probably have to be
abandoned at 150# pressure which I assume to be the seven day shut~in presa-
ure you have recorded,

Hi. NICHOLS1

T da not Belisss I siuwed that they hud to be sbandoned at 1504, This 1504
arbitrarily has bean set as possible abardonment pregsure.

R, ORETR:

Thare would g4ill Lo o prossure JLFerandist bobiogs S olo wodin o sl
wolls,

e HACHHSe
Those wiells vary rromowell Lo wolls  Dvon arilio

].. PRV SN
as ommen ag 70¢ diffveence Tvon vall we wells 08 wonil oo
drs ol your wialle

s v T
RIZONR IR BAC €4

Y60y isn't the diilevential lagroasing as Lhn peecoirs in o bho ola (leld
danlines,

e i
Moa Ui

gpnituds, yesz. v ls onob doslindas by oorooabagoas,



MR, GEEH

At 1504 for the fleld we uay expect a differential of 150 or 2007.
HR, THOMPSON:

I don't think there will be any now wells at that point.

MR. GREER:

1 was assuning there would be - doesn't that 200§ represent additional recov-
erable gas if the wells had been drilled oa closer specing?

MR, THOMPSONs

If you found a position to drill where that was true - but that would be
unsconomical, don't you think?

R. GRRER3

I think that ought to be dscided by the Commission. Approximately 3/4
of the gas originally in the place would still be there,

MR, THOMPSONs

This well - a theoretical well - what is the actual pressure - 150 plus
2004 - - -

Mr, GREZR3

%ould there be a greater recovery of ygas with denser spacing - tnere will
be more, just how mich you are Jjust about to figure out,

MR, XICRHOLS:

If your pressure is 365# and initial 6004 you would have approximately
81X of your pressure remaining or approximately 1,100,000,000 cu. ft. of
gas. it 150¢ we have a little over 500,000,000 remaining, which would
amount to & differwnce of 500 or 830 million that could be obtained Do
tween 365# and 1504,

¥R. QREER:

Which reprssents a very large volume of gas when you consider a large fisld,
¥R, NICHOLS:

Tn & 180 acre block at 5¢ a thousend, it would be about 330,000 derived,
MRe GREER:

If the oparator could reduce the cost fron 14 or 15 thousand dollsrs fo 10
thousand dollars he wonuld huve s robtlo of 3 to 1 ang could do it sconomic~
all}o

i, WICHOLS:

I your Jdeilling cost conld Lo roduecd That pgroat,; those coaditlons would
hold vimue.

MRe GIWER:

Thet 1s one thiag possibly an operator could do.

Ut e XCHOLS:

It doesa't prove that closzer spacings would recover vore gas ~ if your
preygurs reduction Ls ch that you have equalization of pressurc of 1505

oyvar the entlce wreow you il vocover the sawe asount of pno wopnwilogss of
well density.




. pws T o e N S

4, GLFER3

The inforwmation you present here does not substantiate that fact, The
walls open with nost bottom hols pressure and the well you were testing had
& draw down, very small drsw down compared to very many of the oil and gas
fields in ths state.

He have a great drew down but specings are not changed. The operators
believed they would recover more oil or gas due to the fact that they get
greater production. Draw down of approximacely 4004 in adjoining wells
that caused drew-down of 2F in the adjoining wells was very ssall.

MR, NICHOLS:

But is an indication of differential.

MR, GREERs

tates. The question is one of

You will have that anywhere in the United §
how much will it affect it,

how much will it draw down and
MR, THOMPSON:

I think these wells shown in the outlying ares -~ show that,
HR. GRFER:

That percentage?

MR. THOMPSON:

It is 150F compared with 600#. You are assuming pressure of soms theo-
retical amount in the outlying area.

MR, GREER:

You do not have evidence to support that and we don't know it will do it.
MR, THOMPSON:

Jou have got dreinage across thsre.

MR, GREER1

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

is lsft in the reservoir that you could have oroduced?

Spacing on 180 acres it would be adjoining wells on your spacinza., ¥%e can
Luxes weils in most or the fields of Hew Hexico and Rest Texas and you will
find the same type of pressure interference between wells on adjoining unlts,
That factor slone is not sufficient eviience, it is a ~minor important con-
sideration. The well spacing itself - it i8 goirg to result to ihe uarecov-
erable gas and cost of drilling the wells. There is & question it will be ¢
sonsidarable armount of gas lefi,

N Y
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Seve At 9N

1 don't follow yous If you drilled e well on 160 acres - we are going to
sbandon that particular well at 150, you sould mot possibly have 380/ pressure
. GREFRS

Vo are not talking about now wells -~ two or three miles in so.we cases, in
most ocases they are off to the sides - the average.

MRe THOM-8ONS

In scme cases they are 160 aores from the old wells.
B, GREERS

fhen you hawe that you have no differential at all,
Re THUEPBONS

All these wells had not been produced at all vhen this was taken. That wus
a dead sestion, no production being talma cut there al all,

iR, GRER?

Lat's tals a olose one - 4187, that is a differcuce of 82 ° on a 180 aore unit.
#Re THOMPSONS

This well wagn't being produced at the time, It had just been drilled. i+hen
you cormeot it with the pipe line it will immedistely start deolining. You

would have an ares of 1/4 or 1/2 mile - overywhere elso where yeu had a well
eomesoted with the pipeline it will be conming down in pressuroc.

Eﬂc QR‘ER H

So would the well drilled five miles away, but how far would it depleto the

area? Mr. lorrell said somethlng about inadequate markst for all L.c wells

and the drilling of additional wells would further deoreaso the take fyom

any individual wells, It was his opinion 160 aore aspacing would tond to alleviate

that situstion, It s_.pears to me 180 aores would tend to agpravate rather

than alleviate. There are a great -any wells now drillsd that lie on the inside

of sny particular bloek but the company drilled the well, which iz sreater

Than L340 feet from the edge of tha lease. Thig well thon deoes rot force the

oi'fget on the adjoinin; leasee If o 180 aarc soacins Ls baken up & groad

maay mere Lffsets will be forced aad reguirad than is now existing in the Pleld

on 40 acre gpasing rulinge I o twe this coonboed tolay wu

ATy sorruot, & x@n would have Lthe right wd ord the asd omivy -
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to disagrese with you.
As The govermment thinks this is the logiocal thing to dos It will depend
on how your lease is written up. 1 belleve they ure federal lemses in
the Kuts Canon area - « «

M, ERILISH)

The majority of then.

MR. GRIERs

I belleve this should be taken into considerations

M. THOMPSON:

Kiehols and I chwelned tl» amount of gas withdrmmmls from the two fields for
last year. The average taits from the whole fisld was 175 of its open flow.

HRe JRETRY

You feel any wells in those fields would be granted an allowable to what it
has been in the past, regardless of the produeticn and spacinge

MR, THOMPSCI
1 did not follow you at all,
¥, GRFER:

I beliswe if you will show the govermment acreage in these fields you will
find spproximately 15 or 20 additicnal looations which will be foroed if the
160 aore ruling is upheld.

IRe THOMPSCH:

Why on 157 1f it is not beins foreed on 40t

R, ERs

Some of the wells now drilled are more than 1320 feet fron the odge of the loase.
Re THOMPSOH3

- . - a . A« . . ~ EETC PR BPTEN P I B T
L URALABYYE LAV 4P B MIWUATL Vi Wit vilvow

A1 do you mean to gay that the dlglonce of
1320 feat Ly the offseb distwico. 1 5 o
drilling o woll oloser Wwn 1059 vouh o
¥OUr acreuse tnon yoo will be lureed Lo
drill o offaet, = By whwso ralvo o
rosutntlonst ,
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facetious lu the leust - “ir, .louols!
figures wore nvo-gsarily predioted on &;f
2 thousand but alse tue vrioes were assunsd,

MRe GHRLERY

Additional reocoverable pas left li the ground more from it and possibly aiditional
wolls. Just how much gas would be left la the quostien,

CoISSTONTR MIWT3se

The point I am interested in is as to the
recovery. It may beocoms more wvaluable - but
the recovery is what I an interested ine

KANUEL SANCHEZ 1

Wiouldn!t your regulations have to be changed thend ({t ia & metter to be
consldered at the time. 'hen the tine cows 1€ yoii o recover it below 1507
soonomically, isn't that the time to come ‘n and pass resulutiong?

(M%) RENTRITH ML 3

If it oould be recovered now tint would be
the time %o consider it.

1M, SANCHEZ:

Has there ever been any basic figure fixed :ujon which recovery at the presenmt
time oculd not be had econculeally’

Me HICHNLS:

T think that warics both with your drtlling; oost and opsrating exiense {n any
given arsaa; I think it would bo conciderably nicleading for we ¢ Try to give
& point such as that.

vy e
RNe TFAUERM

It is oconceivable all zas could be reocovered an 159 acre basls < it is bebler
for the operators to get togetier a:d decide anony themselvez as to what they
prefer. Certalnly an speraior is not geins to drill & woll closor than he focls
he can recover pes econcmiocally in and abt tho se> dime he o Jd 1idm Lo He able
to arill on guallor aren i he 9913 re o,

e Cormdasloner, U would like $o el o
auagtilon rasarding the prloe oF ag,
Lo the ;urtco or g dn San Juait bouwnby
tho price of gus in tidg penvral wren hrs e
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noares Lo opogalrod Lo ocebedlt wvory sl oon oodeily op
twlce Jdally bag,.., Tor tiw purpnse of oheckin: bne well g to Ao opereting
oun titione  laving onovaacd ap L et Tiedd for o Toro oo LU Lesn Loen oue
view, as uvmcnﬂcr;l by ooro o opotabliona, wo e opcated ;
well to 169 geres - vm Loliove one well will resgongbly o
l("’? C.O¢De AR 3 ve BAn wviewa, no ;
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from wide arease I° the preacont gpaoln:: rule prevails - [ ohwve hoard somc
covonts that juade o wonder vhiother sonooue yvould really 1lke to see 249

or 20 asre apeacing, but so len; aa the proccat 40 aore rullap prevalls in
theose fiolds gome 20 yoars old - where pressures have deolined without
axception because of adjoining wells - we ocontend there is ample drainaye

across 160 acres. 1/3 of the pas has already been taeen oute To leave the
apaoing lilee it is will pornit or perhaps encourage the drilling of wolls on

a 40 aore beslis, sand is aotually polng to roduce the wulue of pus produced

from that field becauge of additional coperating ocogt, ultimately, i~ tiw man
interested in getting value fyom that gass !{y people are convinoed we shiould
have had 180 aares in tie field all the time, 7o & larze extont @ have, in
faot, operated on the basis of 160 aores; it is the smmllest area that we think
is & proper speoing unit. It isn't really feasible to try to unitise any
smller, but if you did you would almost be eompelled to go to 40 acres. There
might be some gas in remote areas that will never be recovered but we cannot

seo the eoonomiocs of ite 'ie can see it is liadble to prrmit and encourage the
operators to drill to their cwn sclf-destructions I think we are all interested
in petting the most gas for the least roreys. e want all the grs we oan produne
consistently with rcagsonable invcstment. 7Tt will naturally take lenger to pet
that T1Y of the total reserves out of one well on 160 acres thaui it will take
with one well on each 40 sores; as prossuros pet lower and lower it is naturally
going to produoce leas.

With the Southers Union Com ressor Station sorving this area - it ig now sorme
2000 4" -« and the gathering lincs and with 160 acre spaocing prevailing we aron't
conoerned about cur ability to get the gug out of there. There is a definite
danger to anybody ovuing ard operating in thut fleld under s spacing rule that
will per-dt the drilling of wells on 40 acre unitse “e have just had an example
of it ~ we have sore wells located on like units, under il rule oI the Comnission
and don't oriticize ite. Uunder your rules, howevor, it was propoged recemtly to
drill a well up in the noek of three 16J acre units 330 feot from eash of them,
Sush well would require a 3 way offset and that kind of thing isn't even 40 mcre
spacing. e wnuld be forsed to pay ocompengatary royzlty or drill three wells to
offset « I an sure my figures are right axd the distanos between those wells is
only 680 feete If that i3 not 10 amore spasing I am badly .iiataken, It ia thig
vory sttuation thet hreusht this oatter bofore Lhils Comnilisions The well wus
re-located defore it wms commensed and put in the centor of & 18D aore unit.

e sinosrely have brought this thing to the Comiiassicn because we folt that
something had to be done. o are drilling in an old area where 1/2 of the ous

is already pone, As to the old wells on aaall units, the wells were drilled
properly and lawfully at the time. They are there awi if we had it all to do
over agaln we wouldnt't drill them in some cases, “hethor thnt is true with

some other people I Jdon't kmow, but there the wells arc and we ca not do enything
about ite e do kmow that ome well wiil draln nmore than 160 tures of lund i
Hived n roayvnadle opportunity in polut of tlres ¢ zugiest 180 aarcn Loow o
that 1o the genorally esiablished spacings
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On behalf of the Stanolind il Cozyeny 1 aa instruoted to advise the Coimission
they haw no obhjeotion, but belisve the spaoing should be larger than the 180
asrea in these pools of gase.

DURLEY ¢ RUBLLa

Mre As Greer hus been informal chairman of independent operators, and hie asked
me to ask that & oopy of these exhibite be made available - and that the independert
operators be allowed a rebuttal at the next meeting of the Commisaione

MRe L:At

I don't lmow vhat that moans exastly, but it strikes me a little singular. e
wont to tho extrere of mailing to esoh person a ocopy of our petitlon with the
sugrestion that we exchange information with a view to ending ocur business
properly at this hearings I do not comprehend exactly why it should be necessery
under those oonditions - adequate notioe hos been riven and we had no request
fyom anyone for infornation. ‘e did not hear Lrou 7. Cornell, e are uod
denying the opportunity to anyone to be heard in this ma'ter, bit I believe the
opporturity has boen givens

R. SILVERS

I would like to malee a statement for my employer. As [ sai:i befors, we have
no particular desire abocut well spucinz other than the most econozical, e
have a pesuliar problem {1 San Jumn Besin of having & like permeabllity of
sand struoture, productive areas which are not too well understooed to the
present day. e do not pertioularly have any preferonce in tiis field, w
have a grll maount of acreage on which we probably will never drill. Ve
would like to see, if possible, additional data on thig field as time goes

ons BSo far aa the 180 acre spacing is soneerned, it 1s entirely feasible

that a greater or lcsser specing might be desirable. That should be determined
from the ecoronic facts. 7 would lixce to sce the data given herc todsy given
to us in sore form.

(A% AT YT 4 Ty 1Y
CoingIss R IS

Hre feom, you do not feel you can opurate
on loszz than 180 meres fron an eocononical
gtandrolnt?

rm Tt" Ly
PR

Ve slnoerely think It would be & mdstalte to do ite fe. Hichnlsz' figures ass e
£18,000,00 coat and a 5F rote on pregeat day conidlious,  If you eould find a
gpot where a well drillad could produoe G357 wil yo. drill en 40 asrss, thoe
snly thiag other Shan 160 acres thot s feasible; o0 roudd resover only 37,
05 your luwaboood Qhurosoedhl o osoretie s ot oans Glsee arding Yhe Fact thab
it wonld take you years o do MU ine T youw dedll e well i th 400 of svssouve
you sould pocovar - agsailiy you hed 5y Kbwd o oncdiblon, exactly oio-nalf
your ovicinal Lrvest ants
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wells at 318,000,000 a well « would be almost 38,020,000,09 you would have to
apends It would be $0osaible to ever recovor the orizinal iavestmnte

JHe LEAM

Wy statement was made on the sane assumption, & 400; well oould never produce
the sae quantity of pas aa a 6357 well,

1Re KHGLISHS
You fellows have anything against ratable taking?
MR LEA)

Hoe But about a year ago there wes a bill appeared - about & yoar ago - ad it
was the most Lmmature I have seen, If we are poing to have ons, let's have o

That was the only bill presented, you had the
sane opportu-'*y of anybody elme to present
onoe Tho meet .ng was oceslled for the purpose
of discussing it amd that ghould not be talwn
a3 an exAmple.

MR, LEA:

I 414 not mean to suggest that at all, but the fsct does rexain that a bill was
presented and we thought it a bed ome and had to oppose it. Proe-ration =y oume
to this fleld, perhaps it should. Trere are people in the field today that
would be hurt by this. Cur only question about prowration would be the
additional burden on the operators and the Comilssions

CIGIINL R HILES

This is & matler to come befer: the loagislature
gl not this Coenlgsivne

MRe GRETRY

I would like to re,uest thet the Commission consider the oifsets that will be
required if & 180 acre spacing ruling is upheld or in declding en spasing ruliny
that they be taln imto considerationy and the reagon for thut belug oosasidered
T would wofor $o M, Posior Morrellle latbar in wiish ha racarks aboub the
market, and the inoreased nunmber of wells sausing the proauction from oach well
to be 8o sall az to maiwe it uneconcnical tc drill additional wellse &ls> Ve
rule 4 - 40 sores to & undt, and eatedblishing & great number of bad apascd
walls throughout the flelds 1 deoubt that the averuse ssacing in the fleld
excaada 120 acreos 1 1o nnd belisve the retelning of the 47 sore sraoivny Wl
Will guo cdditional wolle v the old fleld anless it doos becow eorw oiontly
feagible.
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In tie Fulcher Basin flclls, 407 of the wellsg on Jo S 1lmul, in number 21 on
UsSe land, 31 on fee land -~ a total of 652, Xuts Canon la & total of 10,280
acres, of the federal interest repreasents 987, of the fee 4. Twonty-five
wells have been completed, 24 of those 20 wells are on cur federal land, with
the coantrol we have under the lease act =nd federal leases in Kutz Canon, we
have 9@% of the asreage developed Ly 967 of the wells, Golin: back somowhat
into history of the dewslopment, I think the whole piocture is somewhat ocompli-
cated by the varianoe of opinions of individualuy versus cowpanies which vwe
always have with us, but our position is one that equity should be provided
regardless of whether the operator is a major compaxny or an individual or
sall coxmpany. The faocts with respect to development are indicated in a wvery
short statement I reported reocently to Washington, that during t:¢ past six
yoars wlls increased fyom 8 as of December 31, 1941 in Fulcher Basin only
to 15 as of December 31, 1544 and 51 as of Deocember 31, 1947. A ratio of 3
to 51 or over six times inocrease. The fleld withdrawals during that periocd
is represented by the figures of 1 billion ou. £t. for 1942, 1.9 billion in
1945, and 2.8 billion in 1947, That is & ratioc of ons to 2.6, ¥e have a
numbey of outlying producing wells but the rmmber of wells inorecsed 8 times
and the mariket inereased by only 2.5 on all wells in the szwe pertiod. The
withdrawal per unit decreased.

M. BHGLISM
Have they been taking all that gas?

Ae They have a market for all the zas.
MR. TXGLISHt

If you are furaishing gas from Barker you wouldn't be taking =s mich pae from
Fulcher Basin?

¥Re LORRELLS

barker comes inte the pipeline south of Rut: Canyon and does not alfect the
deliverios in the Zuts Canyon - Fuloher Bagin ares.

Any ge¥iet from any field will depend on deliversbility of tie gus from that
field, and deliverability depends on the open {low capecity. You can'i pget
sy fycm pressure st the rate to which the wells oan get it up.

1Ry RHGLIYHS

At one time they hed the sawe prvsswd L sash Jicid, Yo arg med podne o

try awl tell ma there lantt any wore gags than bofore. ‘liow de you tmow thds
field won't reach out and talo in o large arcaf

.t YAty
e TR NLLY

This s Just arabter of rooord of punt peodnablone Vv poiolow sobie La
that you have groater ineorseged welle than you hove v bho oxkob CHRIE

you will have to divvy wp your moviob.
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whe thor ot hurt the rescrevmly by Lelday noee Lo ceptalidy mn a0 stlone
e 7 ARELIA

It haa boo: debated for the last 3 years anl! there has been vory little proof
otherwise, You are retting to the atler of rabtc at Aich a resorvoir will
re~charge liself, If you sull it cub Loo fnabt whon Lt comes you s ooty to
have to ait there and weit for ite

Re GRVIRS
I do not believe you sould find evidence to substaxmtiatc thate

This field and your dats given -~ uore gas by harder draws uid 1 believe it
will be substantiated.

s [nk SAEIOLT Ry
Re THOMPIOMY

1 sald the avorage anmusl take was 17, of its open flow, I don't lnow of a
fleld in the country that is beiny given o beltor sull than that,.

1R, DRRELLs

In the earlier days of developnent, there were oertain aspacing exceptions nude
before it wus deterninsd that a 180 aerc specing was the wost economical wmd
best for the reservoir - at that time by agreement with both Southern Union
Oas and Dudley Cornell in oonneotion wd thi the development of ihe Fulcher Baain
field, the only one aotive at that time - we set up 180 acre units. PF.A.V.
had the 840 acre limitation snd at the request of Cormoll and Southwer: Union
Gas, soveral 180 acre exceptions were mede.

R, CORNELLe
Southern Union Gas refused 4¢ join with mo in my a plicmilen ab Shat timo,.
R VIRRELLS

The faoc. was that we had 1863 aore gpaoing and tie il Conservutlon Commission
adopted an order for that field - Jrder HE1 effective in Juw 1943.

Cn application from privete land opersbors and aftor o hearing of ¥w Comalssion,
ww Sonmdiozion caneallad tha nrder. The Imbterstatc Cormpact Corvalsslion mede o
recormpendaiion that well gpacing adopbed duringz the war sghould bo omvdiusd
wherever lesslblo to mroteot cyuitics, 4 rrer‘c, alditional developoont - thiyg
inoronse from 16 to 31 AVEr & t"rcc yeeyr period hieg Loen To & r,—uuyleruciez
extent caused by the recest ‘awlogm,w ol v_)!“),?{u,'_! Lmzdv ;.1 sy Bl Andaw,
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drilling. e made this as to cash location nnd whecever a possible lnootion
might be we tale indo consideration &ll known {ustse (I wo think there is
drainages we will call on yew to show cause why you shouldn't drille You have
a chanoe to show us end if the {nformation is adequate that is all there is
%0 ite Our office at Roswell has leaned over backwards on the spaoing matter
in Fulcher Basin, prinarily becaise of tiwe amall type of production obtained,
To let this thing come to a head where it can get to & point of developuent -
I have in mind a trast swrounded by four wells, imedistely adjoining that

120 on which we have asked Byrd-Frost to drill ons well, but if te Commission
does not see fit to protect the equity of operstors who have already drilled

and allows wmeoessury wells to be drilled on 40 acre tracts « - -

R, ENGLISI

Whet well is that?

MR, W HRELLs

That is the Byrd-Frost Hudsone

MR, BLGLISH:

You don't consider that a gas well?

IR, HWORRELLe

That iz a gas well of the type belng oompleted in that field.

If the Commission does mot see fit to set up a minimm spacing {or thst, more
than 40 asres sxd up to 180, it may becoms necessary for us to essentially drew
a foneoe srouxd private operations by requiring ofsets where we have a blook of
sereage on 160 sore spacing., %e don't want to do that, that is false economy.
The testimony presented has shown this is mors a maiter of eeonomics than any-
thing slse, I would like to take exoception to lr. Greor's steatements as to
the gas left in the ground, There will not be any mwre gasg in the 160 than
the 40, T would also like to oorrect a statenont made by ir, Silver - you said
you had an identical field,

MR. SILVLR®

I ssant the geological boundaries - type of formmtion, sze, conditions of
acoumlation, everything but the )ressuwre.

MR, UOORELLS
Would you nane that for the record - the nave of Uhe fleldt
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*Re SILVERR

I meant what aotion the Comaission might tale on low permeability resorvoir,
it {s economiocally a marginal ressrwoir, has to be produced as such. vie feel
also cur reservolr might be marginal reservoir ard will hawe to be produced s
suchs The sotion of the Commission im this case will have some bearing on
our field,

MR, 'WCIREBLLE
Did you have in mind a spasing of 160 acres or more.
MR, SILV Rs

Qur pressure is greator. e oould net oconseivebly see less than 320 acre
spasing,

HRe LORRELLY

As I reeall, the south of youwr present wells at jan Juan, the river crosses
your strustures on which there is oonsiderable land. 7he ssame question could
arise in the Blanoco ares as in fulcher Basine

It may be & good idea to make an application to the Oll Conservation Commission
before it gets out of hand.

R, SILVER)

e feel we cannot disouss it with the il Congervation Commission without a
geclogical survey.

KR. LEAS

Yours 1s a new fleld?

1
R. SILTERY

Lio, it is fully as old as "ulcher Sasine
YR. MORRELLS

I would like to mention for the infomation of the Comaission - I think Covernor
1iles zentioned lomtf»ing aboub 5¢ pas < [ think the operstors la Pulcher Basin
Rutg canon snuuid fecl vory fovdbumata that they m reoceiving 57 wef becouse
there is no otier gus produced in the State of low lexioo thnt is getting OF
por mefe The standard price in lea County - trae ‘w gl vou san b oon norrwl aale
is 33¢ rof.

T do say, as stated in s letbor, the 183 sore gpneing ig o aw m 1Fary 'f.unx
Yo proboot all perbics who hwee delllod wolls ~ to peennk ! wy Tening e
nonoy they heve Invested « the gquestlong tiel huve beg. aalod i:. LLonkou @ 1
of knowledoo of it sy haopen dn the fubae on the pary of sone lvdividund
ocperatora who sy be calddasz bunvoestinents erd end up In to rods 1L w0 have
oparalors l"”hn’ v 5 i gmdaz b odlisenurape dszvelopianis 0wt b log
overators o a oo ,“it‘. Hle haglse
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CoMINESYONR TS

They will be considered by the Cantdgsion and
included in the record.

e LTAS

Vhile &ll theso stateents hwve boen made without the benefit of Liw toesthoony
I have somw otivr stateownts for the record.

One from the Yestern Hatural as Company expreasing approwval of the plan, and
omne from J. Je. Hudscns There seeris to be several aspots of ooncern about ’
exceptions; I guess we have taken it for granted that exoeptions w-:.ld be
provided by the Comaiagion. There will be sud there are situations in whioh
1f the operator oan find it econcuically feasible to deill he should be
permitted to do so, on petition to thls Commission describing what he expects
to do and be given full consideration whatever gpsoing unit should be adopted,
Thet applies not only in the well developed field but in the flanking aress
vhere open flows and permpabllity are & little out of the trendes The oltigens
fyom Farmington seem conoerned over the gtateuent in the petition that the
Cormissionts order should povern the field or ares as it might be extended.
The only purpose of that is to make unneosssary new orders of the Comalasion
on acoount of extensionss The Comuission's order should include the immediate
surrounding aree of the field as it is exteaded; otherwise, it oculd only be
controlled by repeated orders of the Commissions I did not suppose anyone had
the idea this field would inolude other dewveloped areas, Tho Commizsion's
order should have a provisicn to laclude tils fleld and exoclude other produocing
aresas. So far as other areas are conocerned it strikes us tiwere is not sufficient
information to this Comalssion or to the operator to know what ls neededs There
13 no reason to prevent this Cormiasion rom entering, on petition, whatever
additional orders =ight be necessary,

1R, MNARELLa

Of the wells drilled 717 of the total and 287 {n Xutz Canon axd B4, 1 boliove,
in Fulgher Basin are on ederal]l lovd, 7 vould lile to wdd we hawe had in the
past several applications and one current for relief nu: account of high operating
costs, for relief from rountels on public lund leases from 1.00 an aore to 85¢
an acre, In granting those tle Departient has recognized the low roturn. Ve
have one by . Carroll and 'r. Carroll has dewveloped his own lease on 160 acre
specing and atill mweds reducvion on the reatals

This lnoreased number of wells ond dio wnual rale of withdrammls ot 245 billden
Tor 1347 and estimnivd for 1346 uwpproalumioly e swwee  (100F 200 gow wils AR

Tulsner Basim 216,000 or 518,200 sop woll for cost of deillinc,  You e add your
taxag, you woild haww in Lhe nedtonborhsed of TL,070 to (1,007
the neighberhsed of 3100 ey routhe That La the situstion if
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e MURELL
I an afraid we would have to dirfor.-nnwthing is a structure.

“Re GRUAHAYS

Fhat area did the proposed order a;ply to?
IR. THOMPSONS |
Approximate ares i3 desoribed in the application,

COMMISSIONTR WIL:Ss

Anybody else sany question to ask or anmy
statoment to meke? - .

The Commxission ig going to take this case
under edviserent and axyone who wants to
file a written staterent to the Comrdssion,
we will be glad to have you do so.

3T




HOTICK OF PUBLICATION
STATE O LEW MBXICO
OIL COWSHRVATION COMISSTION

-The State of New i‘exico, by its 0il Conservation Cormission, hereby gives
‘notice, pursuant to law, of the following public herings to be held
‘February 17, 1948, beginning at 10:00 o'clock a.m. on that day in the City
-of Santa Fe, New Mexico:

STATZ OF WEW MEXICO TO:

Al) named verties in the following cases,
and notice to the public:

Cage No, 126

i In the matter of the vetition of Southern Union Production

| Campeny for an order fixing the spacing of wells in the
Kutz Canyon and Fulcher Basin gas fields of San Juan
County (as they may be extended) on the basis of one well
to a drilling unit of approxirately 160 acres with suitable
vrovisions for anyrelated matters including special aprroval
of unorthodox well locations where necessary.

iGiven under the seal of the 0il Conservation Commission of Ilew lexico, at
‘Senta Fe, New Mexico, on Jamuary 26, 1947,

7 i STATE OF NEW MEXICO
+ . OIL CONSERVATION COi/ISSION

, Secretary




