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May 8, 1954 

n -

O i l Conservat ion Commiss ion 
State of New Mexico 
Capi tol Bui ld ing 
Santa Fe, New Mexico 

Re: San Juan 28-7 Uni t Agreement 
Rio A r r i b a County, New Mexico 
No. 14-08-001-459 

Gentlemen: 

By le t t e r dated May 6th we t r ansmi t t ed to you 
Pubco Development, Inc. 's Notice of Appeal f r o m the D i r e c ­
to r ' s Decis ion w i t h reference to the captioned uni t . We have 
discovered that through a c l e r i c a l e r r o r the i n i t i a l open f l o w 
potent ia l of the San Juan 28-7 Unit W e l l No. 9 was given as 
768 cubic feet whi le i n f ac t the i n i t i a l open f l o w potent ia l of 
such w e l l should have been given as 768, OOOjcubic fee t of gas 
per day. We enclose he rewi th a c o r r e c t Notice and t r u s t that 
this e r r o r w i l l not unduly inconvenience you and your o f f i c e . 

Wi th best wishes, we are 

Yours v e r y t r u l y , 

TURNER, W H I T E , ATWOOD, 
M c L A N E and FRANCIS 

W i l l i a m G . W e b b 
WGW:ed 

enc 



UN1TSD STATES DfiFARTMJSN? OF TH£ DiTSBlOR 

UNITKD STATES GEOLOGICAL SURV £Y 

a ::• U N I T A G R E E M E N T F O R i m DEV£i-a«»j^eNT A N D 
OPERATION OF THE SAN JUAN 21-7 UNIT AUSA 
COUNTY OF RIO AiJLlBA, STATS Ol* NSW MEXICO 
NUMBER 14-0S-OO1-459, I F F I C T W S AS a r 
JANUARY tf» 1913 

RB; DETERMINATION BY UNIT O^ERATO* ©f* CAPABILITY 
OF PRODUCTIVITY IN PAYING QUANTITIES OF SAN 
JUAN 28.? NUMBER 9 WSLL. LOCATfiD 
SW 4 SECTION 14, T-28-N, R-7-W, N.M. P.M. 
RIO ARRIBA COUNTY, NEW MKXICO 
DATED MARCH 11, 1954 

NOTICg OF APPEAL 

Otsnes BOW Peace Devetopnsent, I M . (N. S. L«), * Nsw 

Mexico corporation, whose office and prfeneipal place of business ia 

located ia Albeenerene, New Monica* a, Weehtef Interest Owuv under 

the captioned Unit Agreement, through Its undersigned attorney* and 

file* this its Holies of Appeal from UM Decision of the Director o£ the 

United States Geological Serrey, dated, April 9# 19S4 aad rsssivsd by 

Appellant on April 12, 19§4» rejecting Appellant's protest of £1 Paso 

Natural Gas C*snpany's Determination, dated March 11. 1954, as Unit 

Operator under the captioned Unit Agreeansnt, that ths San Juan i s - ? 

Unit Well Number 9 was considered oepehle oi producing onitised sub­

stances in paying quantities within the seeps of the captioned Unit 

Agreement aad allegoe the following points ef error relative thereto; 

ALLEGATIONS OT gR3.Qf. 

1. That the Director of the Untied States Geological 



Survey, by hie rejection of Appellant's proteet of tne Unit Operator** 

aforementioned Determination, abused aad violated the authority and 

discretion vested In him by virtue of the terms aad provisions of the 

captioned Unit Agreement as promulgated under the Act of Congress 

of February 25, 1920, 41 Stat. 437, as amended hy the Act of Con­

gress of August $• 1946, 40 Stat. 950, in that the Director failed to 

take cognisance of the fact that ths San Juan ti>T Unit Well Number 9, 

as completed in the Mesaverde Formation with an initial open flow 

potential of only seven hundred sixty-eight thousand (768,000) cubic 

feet of gas per day, is not a well which may he deemed capable of pro­

ducing unitised substances in paying quantities as that term is used in 

Section 11 of the captioned Unit Agreement, and that, by reason of 

common knowledge and experience, the Director knew, or should have 

known, that a well of such character can not be deemed to have a pro­

ductive life sufficient to justify its inclusion in the participating area 

for the Mesaverde Formation established under the captioned Unit 

Agreement. 

2. The Director, in failing to uphold Appellant's pro­

test, has refused to recognise the basic intent and purpose of the 

provisions of the Unit Agreement relative to the disposition of wells 

incapable of producing unitised suhstancss in paying quantities, and, 

in so doing, he has erroneously construed aa meaningless the provi­

sions of the Unit Agresmsnt relative thereto which era an integral 

part of the Unit Agreement as executed by the parties thereto and as 

approved by the Honorable Secretary of the Interior. 

3. By the Director's refusal to affirm and approve 

Appellant's protest, he has abdicated his function as tee protective 

force afforded by the Unit Agreement against the arbitrary and capri­

cious acts of the Unit Operator, and, as a result thereof, the vested 



property rights ol Appellant have been to violate* aa to amount to aa 

unlawful appropriation thereof. 

Premises coasidsrsd, Appeltaat respectfully requests 

that the Hoaorahle Secretary of tee Interior reverse and overrule the 

aforementioned Decision of the Director ef the Halted States Geologi­

cal Survey, dated April 9, 1954, aad instruct the Director to cause 

such notices to he issued as may he proper to effectively reject the 

Determination of the Unit Operator as aforesaid. 

Respectfully submitted, 

TURNER, WHITE, ATWOOD, Me LANE 
and FRANCIS 

/ / 
i 

Attorneys for Appellant, 
PUBCO DEVELOPMENT. INC. CN. i . L . ) 

Copies of the foregoing Notice ef Appeal have been 
mailed by registered mail this 4th day of May, 1954 te the Supervisor 
of the United States Geological Survey at Roswell, New Mexico, the 
Commissioner of Public Lands of the State of New Mexice at Santa Fe, 
New Mexico, the Oil Conservation Commission of the State of New 
Mexice at Santa Fe, New Mexico, all Working Interest Owners within 
the captioned Unit Area and tee Unit Operator under the captioned Unit 
Agreement. 
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D A L L A S I , T E X A S 

May 6, 1954 

O i l Conservat ion Commiss ion 
State of New Mexico 
Capi tol Bui ld ing 
Santa Fe, New Mexico 

Re: San Juan 28-7 Uni t Agreement 
Rio A r r i b a County, New Mexico 
No. 14-08-001-459 

Gentlemen: 

Please f i n d enclosed he rewi th copy of Pubco 
Development, Inc. 's Notice of Appeal i n connection w i t h 
E l Paso Natura l Gas Company's De te rmina t ion that the 
San Juan 28-7 Unit No. 9 Wel l was deemed capable of p r o ­
ducing uni t ized substances i n paying quanti t ies . Such 
appeal has been today f i l e d w i th the Secre tary of the In t e r io r 
i n Washington and copies of same have been ma i l ed to a l l 
in teres ted par t i es . 

Wi th best wishes, we are 

Yours v e r y t r u l y , 

TURNER, W H I T E , ATWOOD, 
M c L A N E and FRANCIS 

By , ' pr.j2&~? • 

W i l l i a m G . W e b b 

WGW:ed 

enc 



UNITED STATES DEPARTMENT OF THE INTERIOR, 

UNITED STATES GEOLOGICAL SURVEY 

R S : UNIT AGREEMENT FOR THS DEVELOPMENT AND 
OPERATION OF THE SAN JUAN 28-7 UNIT AREA 
COUNTY OF RIO ARRIBA, STATS OF NEW MEXICO 
NUMBER 14-08-001-459, E F F E C T I V E AS O F 
JANUARY 29, 1953 

R S : DETERMINATION BY UNIT OPERATOR OF CAPABILITY 
OF PRODUCTIVITY IN PAYING QUANTITIES OF SAN 
JUAN 28-7 NUMBER 9 W E L L , LOCATED 
SW/4 SECTION 14, T-28-N, R-7-W, N . M . P . M . 
RIO ARRIBA COUNTY, NEW MEXICO 
DATED MARCH 11, 1954 

NOTICE OF A P P E A L 

Corns* now Pubco Development, Inc. (N. S. L . ) , a New 

Mexico corporation, whose office and principal place of business 

is located in Albuquerque, New Mexico, a Working Interest Owner 

under the captioned Unit Agreement, through its undersigned attor­

neys and files this its Notice of Appeal from the Decision of the 

Director of the United States Geological Survey, dated April 9, 1954 

and received by Appellant on April 12, 1954, rejecting Appellant's 

protest of E l Paso Natural Gas Company's Determination, dated 

March 11, 1954, as Unit Operator under the captioned Unit Agree­

ment, that the San Juan 23~? Unit Well Number 9 was considered 

capable of producing unitized substances in paying quantities within 

the scope of the captioned Unit Agreement and alleges the following 

points of error relative thereto: 

ALLEGATIONS OF ERROR 

1. That the Director of the United States Geological 



Survey, by bis rejection of Appellant's protest of the Unit Operator's 

aforementioned Determination, abused and violated the authority 

and discretion vested in him by virtue of the terms and provisions 

of the captioned Unit Agreement as promulgated under the Act of 

Congress of February 2$, 1920, 41 otat. 4J?, as amended by the 

Act of Congress of August 8, 1946. 60 Stat. 950, in teat the Director 

failed to take cognisance of the fact that the San Juan 28-7 Unit veil 

Number 9, as completed in the Mesaverde Formation with an 

initial open flow potential of only seven hundred sixty-eight (763) 

cubic feet of gas per day, is not a weil which may be deemed capable 

of producing unitised substances in paying quantities as that term is 

used in Section 11 of the capticeed Unit Agreement, and that, by 

reason of common knowledge and experience, the Director knew, or 

should have known, tent a well of such character can not be deemed 

to have a productive life sufficient to justify its inclusion in the par­

ticipating area for the Mesaverde Formation established under the 

captioned Unit Agreement. 

2. The Director, in failing to uphold Appellant's pro­

test, has refused to recognise the basic intent and purpose of the 

provisions of the Unit Agreement relative to the disposition of wells 

incapable of producing unitised substances in paying quantities, a:^i, 

in so doing, he has erroneously construed as meaningless the pro­

visions of the Unit Agreement relative thereto which are an integral 

part of the Unit Agreement as executed by the parties thereto and as 

approved by the Honorable Secretary of the Interior. 

3. By the Director's refusal to affirm and approve 

Appellant's protest, he has abdicated his function as the protective 

force afforded by tee Unit Agreement against the arbitrary and 

capricious acts of the Unit Operator, aad, as a result thereof, the 



vested properly rights of Appellant have been so violated as to 

amount to an unlawful appropriation thereof. 

Premises considered, Appellant respectfully requests 

that the Honorable Secretary of the Interior reverse and overrule 

the aforementioned Decision of the Director of tee United States 

Geological Survey, dated April «, 1954, and instruct the Director 

to cause such notices to be issued as may be proper to effectively 

reject the Determination of the Unit Operator as aforesaid. 

Respectfully submitted, 

TURNER, WHITE, ATWOOD, McLANB 
and FRANCIS 

Attorneys for Appellant, 
PUBCC DEVELOPMENT, INC. (N. S. L . ) 

Copies of the foregoing Notice of Appeal have been mailed 
by registered mail this 6th day of May, 1954 to the Supervisor of the 
United States Geological Survey at Roswell, New Mexico, the Com­
missioner of Public Lands of the State of New Mexico at Santa Fe, New 
Mexico, the Oil Conservation Commission of the State of New Mexico 
at Santa Fe, New Mexico, all Working Interest Owners within the 
captioned Unit Area and the Unit Operator under the captioned Unit 
Agreement. 



U B C 0 JDEVBILOMI 

A L B I T Q I T E R Q I T E ' , N E W M: x : 2^ 

March 26, 195^ 

Director 
United States Geological Survey-
Department of the Interior 
Washington, D. C. 

Commissioner of Public Lands 
State of New Mexico 
Santa Fe, Hew Mexico 

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

By l e t t e r dated March 11, 195*4-, El Paso Natural Gas Company, 
Unit Operator of the captioned Unit, advised that the San Juan 28-7 #9 
well was completed July 8, 1953,for an i n i t i a l potential of 768 MCFGPD 
and determined on that date that this well was capable of producing 
unitized substances i n paying quantities. The subject well was included 
in the Second Expanded Participating Area, Mesaverde Formation, to be 
effective August 1, 1953-

Although the Unit Agreement does not so state, i t i s generally 
accepted that a well capable of producing unitized substances i n paying 
quantities is one which w i l l repay the costs of d r i l l i n g and equipping 
the well with a reasonable p r o f i t i n a reasonable period of time. In 
the opinion of our company, a Mesaverde gas well i n the San Juan 28-7 
Unit w i l l have to test above 1,500 MCFGPD i n order to be able to produce 
in paying quantities. 

From previous experience, we fin d the cost of completing and 
equipping a well i n this area to be approximately $80,000.00. We have 
found that wells i n this f i e l d normally deliver, into pipelines under 
pressure, approximately 20$ to 21$ of the i n i t i a l potential. Calculations 

Re: San Juan 28-7 Unit, No. l*)-08-001^59 
Rio Arriba County, New Mexico 
NOTICE OF PROTEST 

Gentlemen: 



- 2 -

"based on the $0.12 per MCF price paid for gas indicate that i t w i l l 
take a minimum of seventeen years to recover the well costs alone 
out of production. Such a return of investment cannot be considered 
reasonable. This seventeen-year estimate is based on a f u l l 365-day 
production year. Certain factors which are intangible at this time, 
such as ratable take or proration, could very well add several more 
years to this period. The inclusion of a well or wells into the 
participating area which is not capable of producing i n paying quanti­
ties places an unfair and disastrous burden on those wells i n other 
lands within the participating area and violates the original essence 
and intent of the Unit Agreement. 

Accordingly, we wish to protest the inclusion of the captioned 
well within the Mesaverde participating area of the San Juan 28-7 Unit 
and respectfully request your consideration of this matter. 

Very t r u l y yours, 

PUBCO DEVELOPMENT, INC. 

Frank D. Gorham, Jr. 
Vice President 

FDGJr/FGD/h 
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December 16, 19$2 

New Mexico Oil Conservation Commission 
State Capitol Building 
Santa Fe, New Mexico 

Attention: Mr. Dick Spurrier 

Gentlemen: 

Re: \QaseJiiiP of December 16, 1952, 
El Paso Natural's application 
for approval of 28-7 Unit Area 
embracing 30,68U.?6 acres of 
land i n Rio Arriba County, 
New Mexico, Townships 27 and 28 
North, Range 7 West. 

You w i l l recall that the writer t e s t i f i e d , this date, 
on the case referred to above. Pubco Development, Inc,, a 
New Mexico corporation, i s a working interest holder of Federal 
leases within the proposed unit and i s also the majority 
working interest holder i n State Section 16, Township 27 North, 
Range 7 West (Re: El Paso Exhibit A). To further c l a r i f y the 
position of Pubco Development, Inc., as presented i n the t e s t i ­
mony verbally submitted this date, we hereby submit the following: 

Pubco Development, Inc., believes that the unit agree­
ment as submitted for approval w i l l more properly conserve natural 
resources and i s i n the public interest. 

I t should be specifically stressed, however, that 
Federal Lease 0786UO has not as yet been committed to the unit 
by the working interest holder, Mr. J, R. Sharpe. Since Federal 
Lease 0786UO v i r t u a l l y surrounds State Section 16, Township 27 
North, Range 7 West, there would be no purpose i n committing 
State Section 16, Township 27 North, Range 7 West, to the unit 
and would, i n actuality, be detrimental to the development of 
said Section and would i n no way comply with the stipulated pur­
poses of unitization. 

The Unit Operator, El Paso Natural Gas Company, i s i n 
accord with this contention and has agreed to cooperate i n 
the withdrawal of State Section 16, Township 27 North, Range 7 
"est, i n the event Federal Lease 07861*0 does not become a 
part of Unit 28-7. 
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In that we believe i t to be i n the public interest, 
our company would lik e to recommend that the Oil Conservation 
Commission approve Unit 28-7 with a specific provision, 
however, that State Section 16, Township 27 North, Range 7 
West, be withdrawn i f Federal Lease O786I4.O does not become 
a part of the unit. 

Very truly^-yours, 

Frank D. Gorham, Jr. 
Vice President 

FDGjr sbm 

cc: Mr. W. A. Keleher 


