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October 28, 1954 "

Mr., WiLiiam>B.'&acey, Secretary Director
New. Mexico Oil Congervation Commission
Post Office Box 8TL ~
Santa Fe, New Mexico

In re: Case 729 - Concerring Proration Rules for
_the ‘Aztec, Fuldher-Kutz and Scuth Blanco
‘Pictured Cliffs Gas Pools ‘In San Juan
Basin, New Mexico,

It ts the desire of the El Paso Natural Gas Company to make slight
amendments in the rules p”eeented by this Company at the August 18
1954, hearing on the above nentioned matter.

It is considered appropriate to revise RULE 7. A. of the rules
submittzd so as to permit an operator to assign a legal quarter
section o approximately 16C acres as the priration unit for his
well without having a hearing or obtaining waivers, Attached
hereto is a copy of the amended RULE 7. A. proposed by this
Company; ¢1so attached hereto is a copy of page four of the
rqummeided rules on which is indicated 1in red a portion of the.
wording of RULE G which should be omitted. The omitted portion
is not necessary since the wells referred to in said portion are
those wells defined elsewhere in RULE 9 as Class B marginal wells,
and, therefore, are consldered when providing for marginal wells
in the Tule as amendeq.

It is believed that this manner of c¢lassifying mcrginal wells and

providing for the handling of same when calculating allowables is
superior to the manner proposed in the rules submitted by this
Company for the West: Kutz Pictured Cliffs Foul and 1t is recommended
that this be considered when preparing rules for that pool.

EL PASO NATURAL GAS COMPANY

T ermar) Hosctrdl—
F Norman Woodruff

Attach.
FNW: 4
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October 29, 1254

Mr. William B. Macey, Secretary Director
New Mexico 0il Conservation Commission -
Post - Office Box 871
Santa Fe, New Mexico
in re: Case 729
Dear Mr.- Mavey
We enclose the two attochments, amended RULE 7
and page four of the recommended rules, referred

to in Mr. F. N. Woodruff's letter to you dated

October 28, 1954, We omitted these in mailing.

Very truly yours,

Secretary

Attachmento!
RULE 7
page 4

AODRESS REPLY 70!

HOUSTON 2, TEXAS




PRORATION UNITS

e e i, s § 227

; RULE 7. A. For the purgcce of gas allocation in the Pictured
' Cliffs Gas Pool a standard proration unit shall consist of approximately 320 coniiguous

«urfa\ce acres consisting of the North, South, Fast or West half of a section apd being

3 légal subdivigion of the U, S, Public Land Su~veys; provided, however, that an
B L"bpg"e“fﬁtor may elect to assign to his well one half a standard p-oration unit consisting
'c;f a quarter section of approximately 160 acres and being a legal subdivisiun of the

=4 U» S, Public Land Surveys. A g&s proration unit other than a legal half or quarter

section may be formed after notice and hearing by the Commission, or as outlined
in paragrapﬁ B. Any stand:ird proration unit consisting of between 315 and 325 con-
Htvig'm-)us surface acres shall be considered as containing 320 acres for the purpose of
gas allocation and any legal quarter section consisting of between 168 and 162 coun-
tiguous surface acres vassi’g'ned as a proration umit shall be considered a4 ‘conta.in-

ing 160 acres for the purpose éf:gas allocaticn,




which is reasonably capable of handling the type of gas produced by such well. The total allowable
to be allocated to said pool for each proration period aud each mouih shall be equal to the sum of
the purchagers' nominations with any adjustment which the Commission -2y make. The Comnnesic«
first shall determine and classify the ~na.rglnal wells in said pool. :

A well in either of the following categories shall be classified as m-cgiaal:

Class A. Any well whose producing capacity into existing gas fransportation facm i
is less than 138 MCF per day. Such a wéll shall be permitted to produce all its producing
into existing gas ‘zamsportation facilities.

Clags B. Any well which the Commission finds has an actual producing capacity less
than its assigned allowable. Such a well skall be permitted to produce all its producing capacity
into existing gas transportation facilities, restricted only by the allowable it would have been assigned
under applicatlon of the proration formula, .

A well classzﬁed in exther of the martnnal categorxee shall accrue neither underp) oductxon nor over-
production. : .

The alloeation to gaid “N‘l 3hall be divided and allocated a.uxuug me vells aupea.rmg on

"~ each pro"ation schedule in the fo]lowing manner: (1) the sum of the allowahizy fo‘ ali mar«mal wells

Mshaﬂ ba subtracted from the total pool allowablr,, (2) a tentatwe alioc,atloi:\’.o the non-
marginal wells shall be made by dividing the remaining pool allowable among the reum 'ning wells

in said pool in the proportion that the produci of each well's calculated deliverability’ multlphed by
the acreage attributable to that well bears to the sum of such product for all such remaining wells

to be prorategi (3) when the tentative allowable received by a well is in excess of its known produc-
ing ability, that well shall be classified as a limitod well and -1hall have its allowable limited to its
producing ability fcr the period of time covered by that prordiion schedule, (4) the allowable for the
pool remaining after subtracting the sum of the limited allowables of all limited wells shall be reallo-
cated to the remaining wells by application of the same formula, and (5) if such reallocation shall
result in placing any other well within the limited classification, the allowable for the pool rpmo.ming
after subtracting the limited allowables of all such additional limited wells shail be allocatec’ among B
the remaining wells by application of the same formula until no weli nas received an aliowable in
excess of itg lmown produé’ing ability.

Tue calculated deliverability mentioned in the preceding paragraph shall be that de-
Lverability as determined by a test taken in accordance with the provisions of Order No. R-333 or
Order No. R-333A of the New Mexico Oil Congervation Commis«isn or any amendments theieof.
it the time of institution of proration, a cunnected well having n. deliverability tests shall have its
deliverability estimated as per cent (%) of its ihres hour initial potential pending
completion of its deliverability test. A temporary allowable shall b2 2ssigned such woll using the
estimated deliverability in the allocation formula until the deliverability test is taken, at which
time those previous allowables granted the well by use of the estimated deliverability shall be re:-
vised by use of the actual calculzied deliverability. In like manner the estimated deliverability
for a well that is connected during the period beiween the end of onc annual deliverability test and
the beginning of the next annual deliveruhility test shall be determined and used for proration
purposes pending the completion of the deliverability test for such a well.  After the well is con--
nected, the operator may elec’ to test the well in accovdance with the procedure prescribed in
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October 29, 1954

Mr. William Macey, Secretary,
011 Censervation Commission,
State of New Mexico,

Sarta Fe, New Mexico.

Re Case Number 729
Vulcher-Kutz, Aztec and South Blanco
Pictured Cliffs Gas Proration
San Ju¢n and Rio Arribva Counties,
New Mexico.

Gentlemen:

New Mexico Western 01il angd aas Company 1s the owner of
2 substantial interest +n at least five Pictured Cliffs Formation
zas wells lying within the presently delineated or proposed deiinea-
tions of the captioned Pictured Cliffs Gas Pcols, and in add’tioa,
is the owner c¢f approximately twenty-five thousand aores of 0il
and Gas Leases considered potentially rroductive from.the Pictured
Cliffs Forma‘tion within such Gas Pools, and has actively partici-
pated in the hazrings of the 01l Conservation Commission held in
Case Number 729, or August 18 and 19, and October 14, 1954,

Based upon New Mexicp Western 0il and Gas Company's par-
ticipation in th: subject hearing, it is such company s observation
that the testimony introduced by the varicus witnesses therein is
essentiaily deficient in substantiated evidence of drainage by the
wells presently produelng trom the Pictured Cliffs Formation within

nese Gas Pooly, It has likewlse been the observation of New Mexico
Hestern Oil and Gas Company that no accurate reserve data has been
introduced upon which a precise determination of economically re-
coverable reserves underlying these pools may be based., The faillure
of the various witnesses to introduce such testimony is apparently
based, not upon any intent to conceal informstion from the Commi- -
ssion, but rather upon the non-uniformity of completion techniques
used over a number of years in completing wells in these Gas Pools,
and due to the wide variance of the producing life of the wells
situated therein. It is apparent that as -f the present date,
sufficient time has not elapsed to secure sufficient production
history ¢ permit the accurate completion of préessure decline
curves, ana t3 thereby determine the contemplated prodvcotive life
of the reservoirs. However, it 1s apparent Lo the undersigned,
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Mr. William Macey Page Two October 29, 1954
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New Mexico Hestern 01l and Gas Company, that- the calculated de-
liverabi"iuy ‘of each well situated within these fields is sus-
ceptible of accurate and precise determination, and that the
o L “delliverability, as so calculated, takes into consideration and
i e lzives the proper weight to porosity, permeability, net pay thick-
' : .\fneas, ‘reservolr pressure and open flow capaoity, ‘ail of which
ractors, together with 2 consideration of acreage, are considered
by the majority of the witnesses testifying before the Conmission
an” essent;al in determining the recoverable reserves.

W e e

We belizve that a proper proration formula should be
adopted by the Commission that will enable =ach well to produce
currently its assigned allowable, and to ultimately produce the
gas underlying the lease upon which it is situated, and thereby
preveltit the waste of the natural gas resources of the State of
NeW’Hexico, and at the same time, foster the economic progress

A Flhhn vt Ao AL omnreva 2 o~ [ X R, “ MAawd Aan Aot Fal &'
i Wit IMCgidn unQer QiSCusSsSidliie. Wit a8 N8W MEXICT wmeSUSin Vis

and Gas Company has not been operating *n the area under con-
sideration for an extended length of time, it nevertheless believes
that based upon its experience, and based upon the experlence of
other operators in the field, that the most fair and equitable
proration formula is one which allocates to all non-marginal :
wells an allowable in the proportion that the product of each i
individual well's calculated deliverability and acreage bears i
to the sum of such product for all non-marginal wells in the :
field. We believe that a well which is not capable of producing

. its assigned allowable should be classifled as a marginal well,

] and same should be allowed to produce all gas which it is capable

of producing into existing pipeline facilities.

JESTIRIVP R
STUUUIRP TOMVIRPHNI ST SNTITE I
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New Mexico Western 0il and Gas Company desires to
endorse the proposed rules and regulations for the allocation
and production of gas from the various Pictured Cliffs Pools
under consideration which have been advocated by El Paso Natural
Gas Company, with the exceptlon that the historic spacing unit
for Fictured Cliffs gas production in the subject pools of one
hundred sixty contiguous surface acres should be adopted as the’ :
standard proration unit. It is the belief of New Mexico Western :
011 and Gas Ccmpany that the testimony presented to the Commission
at its recent hearings relevant t> a larger aliccation unit has
been singularly inconclusive and has not demonstraicd aiy necessity

LA I My

R e

New MExXico WESTERN Oli AND GAsS COMPANY




Mr. William Macey Page Three October 29, 1954

o SR RS

Aok

for changing the hilstoric spacing and allocation units,

We believs that until sufficient pressure decline data

<or controlled interference tests have been conducted in the subject , .
_ pools that the one hundred sixty acre spacing unit for Pictured j . '%
! : Cliffs Formation jas wells in these pools should be retained as ' o

the standard proration unit. With *his exceptlon, New Mexico :
Western 01l and Ga3 Company concurs in the recommendaticn of El
‘Paso Natural Gas Company that the ruleés and regulations hereto-
fore presented by El Paso Natural Gas Compaay be adopted by the
Commisslon. :

——

i Yours very truly,

AL | : | . NEW MEXICO WESTERN OIL AND
o] GAS COMPANY

BVW

WGW: bb

R s aree )

cc: Stanolind Oi1 Company
3outhern Union Gas COmpany' : A
Aztec Oil and Gas Company o T

_ Delhs 0il Corporation
Pﬁbco Develonment Co., 1nc.

Skelly 011 Comfany

El Paso Nat"ral Gas Companyﬁ

O

New MExico WESTERN OIL AND GAS COMPANY
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IL AND GAS BUILDING
T Y. Ty E()RT W(DRTH. TEXAS
JAMES K. SmrmH 3044 ,
DIVISION ATIORNEY October 26, 155k

Statement of Stanolind 011 and Ges Company - .
In re: Gas Proration - Fulcher-Kutz (Pictured
Ciiffs) Pool - fase No. 729.

011 Gonservgféion Commission

of the State of New Mexico :

Sante Fe, New Mexico RN
Atteniion: Mr. W. B. Macey, Secretary and Director |

Gentlemen: ‘

Ip accordance with the suggastion of the Coi!mission, we ars gutwitting here- "
in a vritteri statement with reference to the ﬁroration of gas and the allocation fac-
tors to be used in the Fulcher-Kutz (Pictured Cliffs) Pool. »

Having in mind fhe mandatss of Section 13b of the Conservatics Act ; 8B
amanded, the testimony presented by Stenolind 0il end Gas Company showed that the

| Tulcher-Kutz (Pici_:ured C1iffs) Pool is one common source of supply and that communi-
cation exi‘sts throughout the field. Qur data reveal that one well will efficiently ‘
and econoa:lcally drain 320 acres and that tkere would be no signifiecant difference
in ultimate recovery from a lease or tract drilled to a density of one well to each
320 acras compared to thav vhich would be obtained if drilled to a dsnsity of one
vell to each 160 acres. We have demonstrat;ad, in light of this fact, that the drill-
of an sdditional well on & 320-acre tract is unsound economically and thet, there-
fore, the optimum proration unit should be 320 acres. Moreover, a 320-acre prored_;j.on
unit, as we conceive it, would provide for those areas in the 'field which are slreedy
developed on a spacing pattern of less than 320 acres and would also provide an in-
centive for future exploitation in the undeveloped portions of the Tield vhéi'\ re-

cwwerable reserves are indlicated to be relatively low.
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01l Conservation Commission »
of the State of New Mexico -2 - Octobrr 26, 1954

In recommending a proration formule, Stenolind has considered the pré;visions
of Seci;ions 13a and 12c of the Conservation Rct as amended. We have prcéented evim
dence to show that a definite relationship Goes exist vetween the ability of a well
to produce and the recoverable reservos. This was shown by a series of maps and
graphs relating to the various factors which combine to determine the recoverable re-
sarves and those factors ‘irhic'n affect the gbility of a well to produce. Our evidence
showed that variations in these factors exist and tkat these variations affect both
the recoverable reserves and the deliverability of the wells in the field. %ur
testimony indicated that greater reserves lie ::ear‘ the cénter of the fZeld where Afl:he
wost productive -irells are also located. The evidence showed that there is a deirease
in ;fecovera'ble reserves and in deliverabiiity of the wells as you proceed froz.:i"the
center toward the periphery of the field. Hhile there is a definite felationship

between recoverable reserves and the ability of a well to produce, there is some evi-

- dence to 1-dicate that it is not a perfect straight-line relationship.

’;'We h.avlié , therefore, recomaended a formula _'of‘ 75' per cent acreage x deliver-
gbillty / 25 per cert acreage, with the additive acreage {actor included to compen-
sate foi:-these ohseved &eviationfs. The ,acreage' Tactor will also give additional
consideraﬁidn to t;hose operators who have previously drilled wells in the TielAd on
é spacing pattern of 16" acres 6r'1ess. We submit that this formuls is a reasonable

one and ¥1il resuit in ~he most equitable distribution of tie allowakle among the

wells in tkis €ield.

We have recommended a minimum allowable for this pool of 100 MCF per well per .

day, which is calculated to be the ability of the well to produce at a line pressure

equivalent t~ one-half of the average field shut-ir casing pressure determined from

the last preceding annual deliverability tests. Without such a defined basis, the

B




;
f 01l Conservation Commission
of the State of New Mexico -3 - October 26, 1954
' £ mere provisiou of a minimum allowable has little or no meap"*.};.“
g |
i We, therefore, urge the Commission to adopt the rules as proposed by Stanc- :
i ' o
lind 0il and Gas Company, & copy of which rules is a part of the record of this case. :
Respectfully submitted,
JAMES K. SMITH
Division Attorney
STANCLIND OIL AKRD GAS COMPANY
E .,
| JRT:ch |
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Iud.j } {01 ) "BOX 1360 :
£y 5. y ALBUQUERQUE, NEW MBX1ON
‘4
October 29, 195k

Re: Case No. T29
-Fulcher-Kutz, Aztec and
South Blanco Pictured
Cliffs Gas Proration ~
San Juan and Rio Ariiba
Covnties, New Mexico

Mr. Williem Macey, Secretary

.01l Conservetion Commissicn

State of New Mexico
Santa Fe, New Mexico

Gentlemen:

Pubco Development , Inc., is the operator or has a working interest in
seven (7) Pic‘bured Cliffs formation gas wells lying within the presently delineated

_ boundaries cf the captioned Pictured Cliffs gas pools, and, In addition, is the

owner of a substantial amount of acreage considered potentlally productive from
the Piziured Cliffs formation. Our company has actively participated in the hear-
ings of the 0il Conservation Comnnssmn held in Case No. 729 on August 18 and 19
and October 1k, 195k.

It is the opinion of Pu?oco ‘Development, Inc., +ha.t ipitial potential or

deliverability is the only factor known for every well completed in the subject

fields which is directly related tc the recoverable gas reserves. All subsurface
geological and engineering information developed by Pubco Development, Inc., has
shown & direct relatior tetween well deliverability and reserves situsted uader
the well. Core analyses taken by the company in the Pictured Cliffs formation. in
several wells have shown varied amounis of connate water, total effective net sand
porosity, anfl ‘permeability, all of which are integral parts of reserve evaluation.
Deliverabil: Ltle"‘ have teen &vtimated by the company with extreme accuracy wvhere
the recoverable rcserve components, such as total effectlve net sand and porosity,
have beep determined by use of cores a.nd/or electric lecgs. The deliverability of
each well situated within these fields, as calculated under the present formula of
the Caraission, adequately takes into consideration and gives proper weight to
reservoir pressure, open flow capacity, porosity, permeability and net pay thick-
ness, all of which are considered essential in determining recoverable reserves
under a particular tract of land.

In t¥he interest of avoiding waste and protecting the rights of all
interested operat.rs, and to protect the incentive and investment of those who
through careful se.ection and operation have obtained betcer than average recover-
able reserves, Pubcy Development, Inc., submits the following individual well

Lo b oVt s s A e AR 4 s 1
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“ N.M. Oil Conservation Commission . -

Re: Case No. 729, etc. -2-

October 2G, 1954

formula for consideration and adoption vy the Commission:
Well Allowable = Deliverability X Acreage Factor X Proration Factor

Where: Deliverability is determined ander rules promulgated by
the Jil Conservation Commics:on

‘Acreage Factor = Acres in well site
160

Proration Factor = Market in MCF
Sum of deliverability of alil weJ_ls

With the exception of Rule No. 7, discussed-below, Pubco wisheés to concur
with and endorse the rules and regulations proposed by El Paso Natural Gas Compaay
for the allocation and productlon of gas from the various Pictured CLiffs pools
described above.

Rule No. 7 of the proposed rules of El Paso Natural Gas Company advocatos
a standard proration unit of 320 contiguous surface acres with an allowance of five
cortiguous surface acres, plus or minus. It is our company's position that the
historic spacing unit of 160 contigucus surface acres should be adopted as the
standard proration unit for Pictured Cliffs gas 1"roduction in the subject pools.

The testimony presented at recent hearings of the Comission to the effect
that 1 well will draln any more than 160 surface acres has been so inconclusive that

a standard: roration unit based upon any other unit than 160 acres would be arbitrary

and. capr:.ci\ uS.

Unbil sufficien_t data or cortrolled interference or pressure decline
tests have been ccnducbed in the subject pools, it is owr belief that tae 160-acre
spacing unit should be adopted as the séandard proration urit.

With the e >tion noted above, Iubco Development, Inc., concurs in the

recommendstion of X1 Paso Naturai Gas Company that the rules and regulations here-~
tofore presented Ly ‘that company be adopted by the Oil Conservavion Cormissior.

Yours very truly,

5 PUBCO DEVELOPMENT, 1NC,

, _ : ) ;
| BY)W(
DWR:ml . W. Reeves, Prgsident

7
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"’KELLY OIL COMPANY

W, P. WHITMORE
CHIEF PETROLEUM ENGINEER

. PRODUCTION DEPARTMEMT
J. 8. FREEMAN TULSA 2, OKLAHOMA G. W. SELINGER
R PRORATION ATTORNEY

YICE PRESIDENT
J. H. MLCUELOCH

_ October 22, 195‘& .7 CHiEF CLERK

v .
Governor Edwin L, Me¢nem, Chairman
Executive Office, Capitol Building . :
Santa Fe, New Mexico ﬁ p S 3 :
s Fe, B S 3 g
Land Commissioner E, S, Walker \p > g?m ;
P. 0. Box 791 . 503
Sants Fe, New Mexico 9 ™, I3 !
. A A E $o<
Mrc W. Bo Hacey . . g Exgm |
0il Conservation Commission & L v
P. 0. Box 871 £ 3
i
;

Santa F=, New Mexico

SSEIN

Re: Case No, 729
Gas Proration
Pictured Cliffs Formation

San Juan Basin

Gentlemen:

Operators at their election have been given until November 1
to file written statements, briefs, or otherwise with the New Mexico
0il Conservation Commission in Case No. 729 involving proration of gas .
in the Pictured Cliffs Formation of three fields in the San Juan Basinj. . i
namely, Astec, Fulcher Kuts, and South Blanco. ;

We desire to avail ourselves of this opportunity, aad are
herswith attaching statement on behalf of Skelly Oil Company which is
in oprusition to the use of deliverability in the allocation formula
and advocating the establishment of allowables on a unit basis, or

in the alternative for a formula of acreage times pressure, We
believe, however, that the Commission should provide for an allocation

formila of unit allowable based on the size of units estaolished for

(RIS

the field.
Xo“/ very tmiy
GWS: dd eorge (ﬁ Selinger

ce: br., J. N, Dunlavey

%




CASE NO. 729
STATEMANT ON BoHaLF OF
SKELLY OLL COMranY

At the outset we have stated cur position as being thut the Commission should
continue its time honored practice of prorsating oil and gas, oy both, on the basis
~of unit ellowables; that is, establish the sise of the units and allocate on the basise
of 100% surface acresge, As an alternative, however, should the Commission ghange
fror such a policy, we suggested the use of pressure in the forimila as acresge times
presasure. -

The Commission has patiently sst through several deys of testimony and we have
coms to the conclusion that no one has presented sufficient reasons to the Commission
for changing its policy acd prorate gas on the basis of deliverability. In fact,
angone that has resosmeanded deliverability in the formula were quick to say in the
same breath that it should be modified by surface acreage.

It constantly has been brought to the Commission's attention that the more
you got away from the 100X acreage unit basis, which is bayond any shadow of a doubt -
the sasiest and most practicable and what is more important the only formula that can
be put into operation immedistely, the more complicated bscomer the administration,

What are the objections to deliverability? Well, the record spegks for itself:-

l: On page 12 of tr&na;ript El Paso's witness statod that “deliverabllity
tests on scme wells are made after several months production and sume with sevoeral
years production.® :

2, On psge 19 of trunscript El Paso's witness stated that “where no actusl
deliverabuity test was taken on & well, then an sstimated onc would be used.”

3. On page 37 the witness stated that "in Astec Pool only 51% of wells have
had actual deliverability tests.® In Fulcher Kutz only 20% of wells and in South
Blanco only 40% of wells have had actual deliverabilities,

4 4. On pege 42 the witness testified as to impossibLility of sutablishing
lismediute proration using deliver=Lility in the formula.

5. On pages 56-57 the witness admitted that the basis of deliverasbility is
dependent on the line pressure of eech( purchaser, wnich pressure yaries.

6. Complications of & deliverability formula is immediately noted by the
requiremant that a minimum mugt be established and in the recomsendation of El Paso
two different minimums (page 49 and pages 69-72 of transcript.)

7. The time of 28 days required to take a deliveresility test for esch of
the wells involved indicateas quite a lengthy period for the large number of wells to
be tested,

What are the advantagoen of 100% acreage nnit basis:

1. Simplicity in administration on the part of the state.

2. OSlmplicity in the understanding on the part of the operator without the
use of cxperts with their slide rules,

3. Such proratisn formulae cun be put into effect immedjstely.
Ls No minlmum need be established.
As an alternative, should the Commission desire to ghangs into & formuls

other than 1004 acrcage unit basis, then what are the advantages of pressure alone
over deliverability?

{
o« . , .
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BEFORE THE

®il Tonservation Conmnission
SANTA FE, N:cw MEeXico

September 15, 1954

ewmey m aa Le : ’
i o .'.:"*"""""‘"M“ﬁ'hvnﬁu,*.ﬁ.‘ e
. .

: "IN THE MATTER OF:
: Special Hearing

CASE No. 729 (Cont'd., )
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“a
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’

PO RO R DU
.

TRANSCRIPT OF PROCEEDINGS

+

»
H ADA DEARNLEY AND ASSOCIATES
..' COURT REPORTERS
: RooMs 105K, 106, 107 EL CORTEZ BUILDING
3 TELEPHONE 7-9546
. i ALBUQUERQUE, NEW MEeXico
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. BEFORE THE «
OIL CONSZRVATION COMMISSIOHN
Santa Fe, New Mexico
September 15, 1954
SPECTAL, HEARING
- - - - es am Sy a» ey e o - - - - - - - a, &S a = W= v )
IN THE MATTER QF: )
Special continuétion for presentation ; o N 729
of testimony relating to gas-pool de=- ) a?g ‘O;d’)
lineation and definition, gas pro- ) ont'd.
ration units and related matters affect- )
ing and concerning the Fulcher-Kutz - )
Pictured Cliffs, Aztec~Pictured Cliffs )
and South Blanco-Pictured Cliffs Gas }
Pools in San Juan and Rio Arriba =~ )
Counties, N, M. Wi )
BEFORE:
Hororable Edwin L. Mechem
- Mr. E. S. (Johnny) Walker
» Mr. William B. Macey
o | REGISTER
’i Barton W. Ratliff Skelly Oil Company Tulsa, Gklahoma
- H. L. Beckmann "Humble 0il & Refinery Midland, Texas
T : A. A. Phillips Humble 0il & Refining Co. Albuquerque, N M,
| J. J. Smith 'Stanolind 0il & Gas Co. Ft. Worth, Texds
- F. Norman Woodruff E1l Paso Natural Gas Houston, Texas
W. H. Van Hook Magnolia Petroleum Co. Lovington, N. N.
Keith L. Wernick - Pubco Albuquerque, NiMa
Forrest G. Déniell _ Pubco 4 Albuquergne,N,.¥.
Po T. MCGr‘ath . Uo So C‘o Ss Farmington,“.[‘ﬁé
Zlvis A. Utz  N.M.0.C.C. Santa Fe, N.M.|

ADA DEARNLEY & ASSOCIATES
COURY REPORTERS
ROOM 105-106, EL. CORTEZ BLDG.
PHONES 7.9845 AND 5-9846
ALBUQUERQUE. NEW MEXICO
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TRANSCRIPT OF HEARING

MR. MACEY: The meeting will come to order, please., The
case on the docket this morning is Case 729, pertaining to the

Fulcﬂer-xutz, Aztec-Pictured Cliffs and South Blanco-Pictured

Cliffs Gas: Pools. | : ' ,

i e MR

L Lan @

"®ITTS: The staff has not, Mr. Secretary, been able to

prepare and Complete its testimony on waste and non\ratablértake
in the PictufediCliff Pools. Thetefore, we request that we be
allowed to postpone our testimony until sometime during the month
of Ortober.

MR. MACEY: You are requesting a continuance to October?

MR. KITTS: To October.

MR. MACEY: Is there an objection to the continuance to

sometime in October?’
MR. KELLAHIN: I have no objection to the continuance,

however, I understand the October hearing will"be?held in Hobbs.

I woﬁid suggest that this not be put in with this, because some of
us would have a considerable distance(to travel and some of us
would prefer to have it held in Santa Fe.

MR. MACEY: We realize that, and we saw the possibility of
needing the continuancé and have§arranged to have
14th of Oétober, which is a Thuréday‘ In view of yOUF stateme§t§\;

‘is there objection to the continuance of the case to October 1L4th?

If not we will continue the casc. Mr. Utz, in connection with

that, do you think you will be read'r on October 1l4th?

5 MR, UTZ: I think we will, Mr. Macey. I can't make a defiw
i i

" nite promise, but T believe we will be ready.

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 108-138. .. CORTEL BLOG.
PHONES 7-9645 AND 5.9546
ALBUQUERQUE, NEW MEXICO

this room for the-




Ky SR T

S R Tk

Prd

STATE OF NEW MEXICO

‘foregoing and attached transcript of proceedings before the New
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MR. MACEY: I. ro objection the case will bhe continued to

October 14th. The hearing is adjourned.

(Whereupoﬁ Case 729 was continued to
October 14, 1954.)

ss.

Al

COUNTY OF BERNALILLO

I, ADA DEARNLEY, Court Réporter, do hereby certify that the

Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a
true and correct-record to the best of my knowledge, ékill and |
ability. | | o
. Iﬁ WITNESS WHEREOF I have affixed my hénd—and notarial seal

this 23rd day of September, 1954.

.S

“Notary Public, Couft‘&éporter

My Jommission Expires:
June 19, 1955

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 108-106, El. CORTEZ BLDG.
PHONES 7-9645 AND 3.9546¢
ALBUQUERQUE, NEW MEXICO
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BEFORE THE

®il Conservation Conunission

SANTA FE, NEW MEXICO

IN THE MATTER OF:

case No. 729 Regular Hearing

TRAMSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURT REPORTERS
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Does anyone have tettimony to present in 7297

BEFORE THE
~ OIL CONSERVATION COMMISUION
Santa Fe, New Mexico
July 15, 1954
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IN THE MATTER OF:

Application of the Commission, u'on its own
mot.ion to consider an order promulgating rules
and regulations affeeting and c¢concerning "
tha Milohar<Kutz-Picturad Cliffs Gams Pool, the
Astex-Pictured Cliffs Gas Pocl, and the South
Blanco-Pictured Cliffs Cas Pool situated in
San Juar and Rio Arriba Counties, New Mexico.

Case No.
729 :

The matters to be conaidered in the above=

acyltd cess will pertain to gas-pool delinea-
tion and definition, gas proration, gas well.
‘pacing, gas well allowables, gas proration wiits,
and ralatcd matters, affecting and concerning
the Fulcher«Kutz - ﬁieturcd Cliffa Jas Pool, and
the uth Blanco-Pictured Cliffs Gas Pool in

Sln Juar and Rio Arriba Ceunties.

‘--d-h---------&-.o--v»-----

|
%
|
;,
)
a
)
|
|

. ©. 3. (Johuny) Walker
Mr, R. R. Spurrier
TRANSCRIFT_OF_HEARTNG

MR. SPURRIER: The nest case on the dockst is Case 72p,

MR, MACEY: Mr. Spurrier, on behalf of the Commission staff

we feel that the case should be contined until the month of Augusty

However, we feel that very carcf il study sheuld be made in the
meantis.e regarding the pool delineation of the gas pools that are
listed in this case and we understand that there has already been

quite & bit of work done by the induétry, but: it 48 not completes

as yet. [ reel sure ths; evervcons will @grr.d with me That tna eass
ADA DEARMLEY & ASSOCIA"'ES
STENOTYPE REPORTIE™T
ROOM 106-106-107 EL CORTEZ BLDG.
PHONES 7-9645 AND 3.984¢
ALBUQUERQUE, NEW MEX(C\J
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“should be

thoroughly studied before any evidence is presented to

the Commission.
MR. SPURRIER: Is vhere objection to Mr. Macey's motion?

If not we will contiﬁue the case to August 18th.

[Ny adalal

STIIL OF NEW MEXICU

COUNTY OF BERNALILLO

\
7
t 88,
)

I, ADA DEARNLEY, Court Reporier, do hereby certify that the

attached transcript of proceedings before the New

foregoing and &
on Commission at Santa Te, New Moxico. is a

Mexice 01l Gemwnti

true and corrtct record to the best of my knowledgs, skill and

IN WITNESS WHEREOF I have affixe

d my hand and no‘#ari’ai seal

this 17th day of July, 1954.

My Commission Expires:
Jum 19, 1955

| _ I

ADA DEARNLEY & ASSOCIATES
STENOTYFE QEPORTERS
ROOM 105-108-107 EL CORTEZ BLDG.
PHONES 7-9643 AND 5-9848
ALBUQUERQUE, NEW MEXICO
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BEFORE THE OIL CONSERVATION COMMISSION OF
THE STATE OF NEW MEXICO

- , BEFORE THE
IN THE MATTER OF THE APPLICATION OF olL CONSERVAHSE!WC%%E%SION
TEE OTL CONSERVATION COMMISSION ON- 7, SANTA FE, UBIT Mo,
ITS OWN MOTION FOR AN ORDER PROVIDING to._L
FOR PRORATION OF GAS IN THE FULCHER-

KUTZ (PICTURED CLIFFS) POOL, SAN JUAN 'y /7

COUNTY, NEW MEXICO
ORDER OF THE COMMISSION

yor m Ve a3
BY THE COMMISSION:

This case came on for hearing at o'clock a.m.; on

s, at Santa Fe, New Mexico, tefore the 0il Con-

servation Commission of New Mexico, héreinafier’ referred to as the

- "Commission".

NOW, on this day of » 19, the Comuission, a
quorum being present, having considered the testimony sdduced, the
exhibits received, the statements of interested parties, the official
records of this Commission, and other pertinent data, and being fully
advised in the premises,

FIRDS:

(1) That due publiu notice of the time and place ~f hearing
and the purpose thereof having been given as required by law, the
Comrmission has .]urlsdlctlon of this cause and the subject matter
thereof.

(2) That the Commission, for the purpose of preventing rastis
and for the protection of correlative rights; should issue an ¢rder
to provide for a definite method of allocating gas between proratlo"
units in the Fulcher-Kutz {(Pictured Cliffs) Pool.

IT IS THEREFORE GRDERED:

That special pool rules applicable to the Fulcher-Kutz (Pictured .
Cliffs) Gas Pool, be, and the same hereby are, promulgated as folicwss =~ <

RULE 1 -- PRORATION UNITS

A. For the purpose of gas allocation in the Fulcher-Kut: (’ic-
tured CliJfs) Zas Pool, a standard prora’ion unit shall cecuisist of between
315 and 325 contiguous surface acres schstantially in the form of a rectangle,
which shall be a legal subdivision of the U. £. Fublic Land Surveys; pro-
vided, however, that 2 proration unit not conforming to the above requirements
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may be formed after notice and hearing by the Commission or as outlined
in paragraphs B or C Below. Any proration unit containing less than 215 acres

" or more than 325 acres shall be a non-standard unit and its allowable shall

be decreased or increased in accordance with the allocation formula. Any
standard proration unit consisting of between 315 and 325 contiguous surface
acres shall be considered as containing 320 acres for the purpose of gas
ailocation.

B. Upon compliance with Rule € below, an operator may, without
notice and hearing:

(1) Drill and/or produce wells on a standard proration unit
in conformance with applicable spacing rules for the Fulcher-Xutz (Pic-
tured Cliffs) Pnol; or -

’(?)””urli; anu/ox produce & well on a legal guarter siction
consisting of 158 to 162 acres in conformance with appllcable spacing
rules for the Fulcher-Kutz (Pictured Cliffs) Pools or .

(3) Produce all wells existing as of the date of this brder on

 a standard proration unit; or

(4) Produce all wells existing as of the date of this order on
less than a standard proration unit; provided there is insufficient
acreage available to be attrlbuted to the well or wells to form a standard
proration amits ;

PROVIDED, HOWEVER, that in each of the four cases mentioned above)
the allowable for each well shall be decreased piroportionately in accordance
with the allocatior formula applicable to this pool.

C. The secretary of the Commission shall have authority.to
grant an.excepiion to Paragraph A without notice and hearing where apvlica-
tion has been filed in due form and the following facts exist and the
following provisions are complied withs

(1) The unorthodox size or shape of the iract is due to a varia-
tion in legal subdivision of the U. S. Public Land Surveys; or
(2) Application has been filed in due form and the follow1ng facts
exist and the following provisions are complied with:
(a) The acreage assigned the non-standard unit lies wholly
within a 1ega1 section. ,
(b) The acreage 3551gned the non-standard wnit is adjacent ‘o
or contiguous with the gcreage containing said well.
(¢c) The operator making application for such exception to
Rule 1A includes with such application:

1., waivers from {a) all operators owning interests in the
half section in which any part of the non-standard gas proration wunit is
sitvated and which acreage is not included in said non-standard gas proration
unit; and (b) all operators owning interests in acreage offsetting the non-
standard proration unit; or

2. a list of names and addresses of all operators outlined
in paragraph 1, together with a stipulation that proper notice has been given
s2id operators at the addresses given amd no objection is received by the
Commisslon from such operators within 20 days after the Commission receives
such azpliczation.

(d) The entire non-standard proration unit may rpasonablv be
nresumed to be productive of gas.

RULE 2 At least 30 days prior to the beginming of each gas proration
period, the Commission shall nold a hearing after due notice has been given.
The Commission shall cause to be submitted by each gas purchaser its "Preliminary
Nominations® of the amount of gas which each in good faith actually desires
to purchase within the ensuing proration period; by months, from the Fulcher-
Kutz (PchL‘ed Cliffs) Gas Pool. The Commission sh2il consider the "Preliminary
Nominations" of purchasers, actual production, and such other factors as may be
deemed applicable in determining the amount of gas that may be prodaced without
waste within the ensuing prorativn period. "Preliminary Nominatlons™ sh2ll be
submitted on a form prescribed by the Commissiorn.

“ D =




RULE 3

Each month, the Commission shall cause to be submitted by

each gas purchaser its “Supplgmental Nominations™ of the amount of
gas vhich each in. good faith actually desires %o purchasa within. the

a8 was -—

ensuing proration month from the F\ﬂ.cher-}(utz Gas Pool. The Cormission
shall hold a public hearing between the 15th and 20th days of each
month to determine the reasonable market demand for gas for the en-
suing proration month, and shall issue a proration -schedule setting
out the amount of gas which each well may preduce during the ensuing
proration ‘month. Includeé in the monthly proration schedule shall

be a tabulation of allowable and production for the second preceding
month together with an adjusted allowable computation for the second
preceding month. Said adjusted allowable shall be computed by com-
paring the actual allowable assigned with the actual production.

Tn-tha-evant - tho allowable-assisnad-1a oraatar. +'hg~n tha actual nmﬂun- L
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tion, the allowables assigned the top allowable umjbs shall be reduced
proportionately, and in the event the allowable assigned is less than
the production, then the allowables assigned the top allowable units
shall be increased proportionately. "Supplemenial Nominations™ shall
be submitted on a form preseribed by the Commdssion.

The Commission shall include in the proration sciiedvle the
gas wells in the Fulchcr-Kutz Gas Pool delivering to a gas transporta-
tion facility or lease gathering system, and shall include in the
proration schedule of this gas pool ‘any well which it finds is being
unreasonably discrimn:\ted against through denial of access to a
gas transportation facility which is reasonably capablie of handling
the type of gas produced by such well. The total allowable to be
allocated to the pool each month shall be equal to the sum of the
supplemental nominations together with arny adjustment which the Com-
mission deems advisable.

Marginal wells are defined as wells not capable of producing
in excess of 100 MCF per day. In calculating the capacity of a well
to produce, the average shut in pressure of all of the wells in the
pool; as determined by the preceding years's deliverability test,
shall be divided by two, and each.-well's ability to produce against
such pressure shall establish its capacity tc produce. All wells

capable of prcducing in excess of 100 MUF per day shzll receive an

allcwable of at least 100 MCF per day.

) The allocation to a2 ool remaining after subtracting the
capacity of marginal wells and assigned ninimum allowables shall be
divided and allocstod ratably among the non-marginal units in the
pool on the Sollowing basis:

A. Seventy-five (75) per cent of such remaining allowable
shall be divided and allc=ated ratably among che non-marginal wells
in the proportion that the product of the deliverability and acreage
assigned each well for proration purposes bears to the summation of
the products of these factors for all such non-marginal wells in
the pool.

B. Twenty-five (25) per cent of such remaining allowable
shall be divided and allocated ratably among the non-margin~i wells
in the proportion that the acreage assigned each such well for
proration purposes bears to the summation of acreage assigned all
such non-marginal wells in the field.




RULE )

Underproduction: The dates 7200 a.m., January 1; and 7:00 aeme,
July 1, shall be known as balancing dates, and the penods of time bounded
hy thes? dates shall be known as gas proration periods. ~The amount of
current gas allowable remaining unproduced at the end of each proration
period shall be carried forward to and may be produced during the next
succeeding proration period in addition to the normal gas allowable for
such succeeding period; but whatever amount thereof is not made up within
the first succeeding proration period shall be cancelled. If at the end
of the first succeeding proration period, a greater amount ¢f allowable
remains urproduced than was carried forward as underproduction, the amount
carried forward to the second succeeding period shall be the total under-
production less the amount carried forward to the first succeeding peried.

. T
J.J. Lu H.Pyu'dl.b uxd.o bu.bu buutinuud w.xuc.n.p&uu.u\.va.uu haa LGDMJ.UOd

from inability of the well to produce its allowable, it may be classified
as a marginal well and its allowable reduced to the well's ability to
produce.

RULE 5

Overproduction: A well which has produced. a greater amount of
gas than was allowed during 3 given proration period shall have its
allowable for the first succeeding proration period reduced by the
amount of such overproduction ard such overproduction shall be made wp
within the first succeeding. proration period. If, at the end of the
first succeedlng proration-period, the well is still overproduced, it
shall be shut in and its current mont.hly allowable charged against said
overproduction until the well is in balance. If, at any time, a well is
overproduced an amount equaling six times its current monthly allowable,
it shall be shut in until it is in balance.

The Commission may allow overproduction to be made wp at a
lesser rate than would be the case if the well were completely shut
in upon a showing at public hearing after due notice that complete
shut in of the well would result in material damage to the well.

RULE6

: 1 oo
No gas well ‘shall be given an all owable until Form C-104 and

Form C-110 have been filed together with a plat showing acreage attri-
buted to said well and the locations of 3l1) wellis on the lease.

RULE 7

Allowables to newly completed gas wells shall commence on the
date of comnection to a gas transportation facility, as determined from
an affidavit durnished to the Commission by.the purchaser, or the date
of filing of Form C-10k and Form C-110 and the plat described above,
whichever date is the later.

RULE 8

The monthly gas production from each gas well shall be metered
sepnrately and the gas production therefrom shall be submitted to the
Comnission on Form C-115 so as to reach the Cormission on or before the
twentieth day of the month next succeeding the menth in which the gas was
produced. The operator shall show sn such report what disposition has
been made of the gas produced. The full production of gas from each well




shall be charged against the well's allowab’” ¢ regardless of what disposi-
tion has been made of the gas; provided, however, that gas used on the
lease for consumption in lease houses, treaters; combustion engines and
other similar lease equipment shall not be charged against the well's
allowable. R

RULE 9
. The term "gas purchaser" as used in these rules, shall mean any
"taker" of gas either at the wellhead or at auy point on the lease where
connection is made for gas transportation or utilization. It shall be
Jhe responsibility of said "taker" to submit a nomination.

DONE at Santa Fe, New Mexico, on the day and yéar hereinabove
designuted. ,

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

EDWIN L. MECHEM,; Chairman

E. S. WALKER, HMember

W. B. MACEY, Member and Secretary

'.uﬂvzﬁ‘:‘ﬁ'ﬁm Lo
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"$tanolind Oil & Gas Co Exhibits CASE 729
Avgust 18 1954




- PERPUR. - — S STHTIR
o N e \
{
Lo
‘ " E
\
A ¥
v
«
'
“r
4
i
i .
' 1
i i
i
l
1
' o
I
“
; ; s
i i
' / ¥
1
¢
<
3 K
.
.

A I o S ST TSR N 1
{-.CASE 729 - Hearing Ociober 14, 1954
_“ ~ OIL CONSERVATICK COMMISSICN SXHIBITS .

i et A e g AR ST MRS S sne a1 Gk s ey Lo e . e
. y o S, . . ! .

!




BEFORE THE

®il Gonservations Tommission
SANLTA F:. New Mexico

IN THE MATTER OF:

casE No. 229

TRANSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURT REPORTERS
RoomMs 105, 106, 107 EL CorTez BuUILDING
TELEPHONE 7-9546
ALBUQUERQUYE, NEW MEXIcO




BEYORE THE

OLL COUNLERVATION COMMISSION

STATE OF NEW MEXICO
Santa Fe, New Mexico

Special Hearing
October llp, 1954

REGISTER

" - Name

Representing

Address

A. M._Wiederkéhr
H. L. Beckmann - |
J. K. Smith
William G. Webb -

S. V. Roberts

George V. Selinger
Barton W. Ratliff
Jason Kellahin
Elvis A. Utz

P. T. McGrath

‘JeM.Stricklin:

L. D. Galloway

A. J. Dudenhoeffer
Ben R. Howell

Dan Nutter

¥, €., Barnes.

Souihern Union Gas
Humble Oil & Refining
Stanolind 0il & Gas Co.
Delhi 0il Corp., Three
States Nat., Inc., Pabco
Development, Inc., New
Mexico 0il, Inc., Jonngo
0il, Inc.

0CC

Skelly 0il Company
Skelly 0il Company
Loﬁry 0il Co.

MIOCC -

U.S5.G.S.

Bl Paso Hatural Gas
El Paso Natural Gas
El\Paso Natural Gas
El Paso Hatural Gas

GCC

Independent

 Aztec, N. M.

Dallas, Texas
Midland, Texas
Ft.Worth;Texas

Dallas, T=2xas

n

Tulsa, Okla.

Tulsa, Okla.

Santa Fe, N.M,
Santa Fe, N.M.
Farmington, N.M.|
Farmington, N.M.
Farmington, N.M,
Farmington, i¥.bid
El Paso, Texas.
Santa Fe, N. o

b X4

Santa ¢, . M

ADA DEARNLEY & ASSOCIATES
CRTFNOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-669%
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in TMEEMTTM{OF:

"THE application ol the 0il Conservation Commission

upon its own motion to consider an order promulgating
rules and regulations affecting and concerning the
Fulcher Kutz-Pictured Cliffe Gas Pool, the Aztec-
Pictured Cliffs Gas Pool and the South Blanco-Pictured
Cliffs Gas Pool situated in San Juan and RlO Arriba

Counties, New Mexico. CASE 1O,

The matters to be considered in the above styled case
will pertain to the gas pool delineation and dfinition,
gacs pro-rationi gas well spacing, gas well allowables,
gas pro-ratlon units and related matters aftectr. ; and
concerning the Fulcher Kutz~Pictured Clififs Gas Pool,

the Aztec-Pictured Cliffs Gas Pool, and the South B]anco—
Pictured Cliffs Gas Pool in San uuan and Rio Arriba
Counties. -

BEFORE:

E. S. (Johmy) Walker, Commissioner
William B. Macey, Member cnd Secretary

TQAVSCRIPT OF HEARING

COMMISQIONmR HALKER' The hearing will come to order. The .

case on the ddcket this morning is Case 729.
MR. KITTS: 1Itad llk° to have both Mr. &Arnold and Mr. Utz

sworn, please. (Witnesses swo“n.)

E. C. ARNOL D,

having first ﬁeen duly sworn, testified as follows:

DIRECT EXAMINATION

By: MR. KITTS:
Q §ill vou state your name, please.

A E- C.;‘AI‘HOld-

Q And you are employed as a geologist by the Oil Conser-

vatiov, Commission, Mr. arncld? A
9 dnd where is your place of employment?

o ., 7

i District three office in Aztec, Iew bexico.

m31 - - 2
inat is corredce.

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW ML LICO
TELEFHONE 3-005 1




- . 3 You have testified previonsly before this Commission as
Q;“' a geologist, have you not? A I Haves

3 Are the witness's qualifications acceptéble to the =
Commission?

COMMISSIONER WALKER: Any one object to the witness's

ISRl Yo SR LI

qualifications, if not, they will be accepted.

MR, KITTS: Mr. Arnold, have you made a study regarding
the geology and gas production of the FUlchér~Kﬁtz-Pictqred
ﬁ Cliffs Pool, the Aztec-Pictured Cliffs Podl and the South Blanc&-
‘f ‘ Pictured Gliffs Pool? | A Yes, I have,

Q In this cOnnéction you have prepared, I believe, what
has beex marked Commission's Exhibit No. 1, a contour map of
these pools, is that correct? '

R A Yes, that is correct. o _
:? - Q Would &ou go to Exhibit 1 and explain what that portray%,

the scale and data and so forth?

A EBxhibit No. . is a map of the Pictured Cliffs Pool in

the San Juan Basin, the contours on herc are pressure contours,

i the interval being 100 pounds per square inch. All the avail-
able ghtit in‘éressure information which we had in thé-Commissioﬂ’s
'%L files was put on this map and contoured. These are all original
z initial shut in pressures, in other words, the pressure taken

at the time the well was completed. Not all the pressures on

! : this map correspond to the contcurs of the drawing. One reason
Tor thatfis that they are areas In the old Fulcher Katz Pool
where recent completions show initial shut in pressures on the

order of 150 pcunds lower than the original shut in pressures

‘ ADA DEARNLEY & ASSOCIATES

v STENOTYPE REFORTERS

g ALBUQUERQUE, NEW MEXICO
TILEPHONE 3-6691

%
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~wh1€ﬁwhas been produced from that area OVer a period of the last
20 years. |

Q What is the contour interval there,>Mr. Arnold?

A The contour interval ig 100 pounds Per square inch,

Q Would yéu point out the contour intervals, I don't

believe the people can see them?

A Yes, this is the 400 pound contour, 500 pound, 60g peund

3%. I have also disregarded Some pressures for the reason that

the.length of time Shut?in did not, Ccorrespond. 'Iﬂ‘ather wégab,
48 hours. Later it was changed to Seven days, so I have also
small wells so have low pressures,because in my opinion they

didn't have time te builg up to their maxim&m Pressures, What I

have attempted to do is contour what I considered the original

ly be drawn, 7T have used that irformation along with log infor

mation on the margins, dry holes which have been drilled, to

attempt to determine where the permeability barriers are between

Q Ir. Arnold, what do Thesc variances in Pressure indicate
to you?

&  They indicate Just as I have said in various areas, what

within thoge areas, Thét;isﬂprObayif“duetoﬁﬁé”amonhtvof gas

I found here is 1,039 pounds, the lowest is just undep four hundrg

some of the earlier wells were not shut in gver a cJupie of days,

kept that in mind in contouring these Pressures., Also, some have

initial shut in pressures to be. The reason that I did that was

to try to determine where the boundaries to the oil should,properu

‘the various Pools and have drawn the boundaries with that in mind

%

-’

ADA REARNLEY & ASSOCIATES
STENOYYPE SoionTERS
ALG‘IQUERQUE.' NEwW MEXicoO
TELEPHONE 3-6691
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I considered to be low permeability aveas which is where the pool

should be separated, there are wvariations within the same pools,

N L

however. In order to make a -- TO drFaw Conclusiciis you canncs

tie preasure alone, however, pressure does help in the determin-

ations.
Q Well, on the basis of your study, Mr, Arnold, do you have
any recommendations to make as to the pool boundaries or delinea-

tions?

P g —— vy

A Yes, my recommendations for pool boundaries are shown by

these lines on this map.

RS

Q Which podl is that you are poing to now?

there is a permeability barrier lying in this area.

; A This is the Fulcher Kutz Pool, this is fhe west Pictured
i; Cliffs Pool (indicating), this is the Aztec Pictured-Ciiffs Pool, .
3 Xj\ : this is the South Blancb-Pictured Cliffs Poeol, this is a new pool

: gfs ’ ‘winich I recommend be ¢alied tiis Fulchcr Kutz 269 pool,}ggrtheast

. ;; - edge of the Fulcher Kutz Pdol I have reduced the pool boundaries.

St ii I have done this from a combined study of pressure, dry holes

b | ?; which have been drilled along the edge of the Fulcher Kutz Pool

x | ;E which were originaily in the Fulcher Kutz Pool which indicate that

Indicate what area there, you say in this area. o X

Q

A On the northeast edge of the Fulcher Xutz.

Q Northeast‘edge‘of‘Fulcher Kutz? |

A We did when we reduced the Fulcher Kutz Pool in this area,
it Was necessary --

Q@ In the northeast area?

i -- to place several wells in the Azbtec Area which had
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originally been in the Fulcher Kutz Pool, the Aztec Pool was
eﬁtended in this area.

Also, on the south ond of the Fulcher Kutz, Fulcher Kutz
boundary orlrlnally came almost across Township 27 north, rapge
9 west. Based on the study that I have made I think that the
east portlon of tnls township should more correctly go in South
Blanco, as I have shown Here. Also, the. size of these wells and
erratic pressures indicaté that there is a permeability barrier
probably in this afea extending on through.

Q Well,'delineate the area for the record. |

A Through the centralﬂpart of Township 27 north, 9 west,
extending northwesterly between the boundaries as shown. One
other change: which is.made is on-the south side of the South
Blanco Pool, originally these wells as shown here in Township 25
north, range 7 west, were included in the South Elanco Pool. On
the basis of the study that I héve made I believe now that there
is a permeability barrier extendiﬁg southeasterly across the
south half of Tanéhip 26 north, range. 7 west, which would

separate these two pool.

¢ The Sel-ﬁ Blanco and that new poel, is that rlghtf
& And the new pobls.
Q Which is --

A Which is Fulcher Kutz which I recommend be called Fulcheq]
Kutz 257 Pictured Cliffs Pool. For the same reason I have estab-
lished a new pool in these three towaships which would be 25
north, 8 west, 26 north, 8 west, 26 north, 9 west, which I recom-

mend be called the Fulcher Kutz 269 Pictured Cliffs Pool. The
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‘boundaries except that I have made two small extensions which will

Exhibit No. 1, Mr. Arnold?

. west, however, the two closest wells on those two pools are

rcasva that I vrecommend that these be called Fulcher Kutz Pools
is because it appears that eventually this trend will extend ’
across this area._wﬂowever, there have nct been eough wells drill#
between the south end of Fulcher Kutz and the north end of the

new pool to substantiate connecting with them at the present timed

I have made no changes in the West Kutz Pictured Cliffs Pool

be advertised for the next hearing.
Q West Kutz Pool is not included in the scope of this
hearing? C A No, that is right.

Q You have anything further you wish to say in regard to

A 6he other thing, it also appeared possible that the
Aztec Pictured;Cliffs Pool, the South Blanco-Bictured Cliffs Pool.
will eventually be connected in this area, |
Q Which area is that?

A Which is the north end of Township 27 north, range 9

approximately 2-1/2 miles apart and the initial potentials are
196'MCF, 175 MCF, which indicates -~ which doesn't indicate at
the present time that the permeabilities will be very high in
this area. Therefore, I think we should wait until further
drilling has been done in sections five and six of 7 north, 9
west. 1 believe that ié all I have to\say about this.

@ You have also preparéd, I believe, Mr. Arnold, what has
been marked Commission’é Exhibit Ho. 2.

A Oh, Ne. 2 is a description of the pools as indicated on
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- Q Well, will you explain the -~ how this exhibit was pre~

this map.

Q- And it relates directly to Exhibit 1, does it not?

&  That is right.

Q And this was also prépared by you?

A TYes, sir.

‘Q Now Mr. Arnold, you have also prepared what has been
marked Commission's Exhibit ilo. 3, is that correct?

A Yes, sir.”

Q Will you explain that exhibit, please?

A Exhibit No. 3 is a plat of an area in‘the Aztec;fictured
Cliffs Pool in township 30 north, ranges 10 and 11 west on which
we have made a reéerverand productioh shudy; Two cross-sections
were constructed across this areca using electric logs as indicated]
by the lines A-A' and B-B'. Exhibit No. 5 is a =~ no four, first,
is section'A;A' Which is a nbrth_po south cross-section across

this area. B-B' is a west to east cross-secbion across this area.

pared and the;data used?

A This exhibit waé prepared for tne purpose of determining
~ net pay relaﬁionships between these five wells. Electric logs
frem the Commission's files were used. The method that I used
in»determining that pay was as follows: First I determined what
the shale line was on sach }og, that is the pcrtion of this self
potential curve which is farthest to the right. I have determined
that from a sample exanination compared with logs runring in the
same hole ~- in the same well. After determining the shale line

on. each well, I then took the values of maximum self potential
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well shewn in the Exhibit 5 are the same wells, are they not?

:here, that is the ELl Paso No. 1 Kessler.

variations in the saundstone on =sach well. I averaged thesc
values, took 50 ber cent of that value and plotted it on cucn
well log in the proper place, The assumption behind that was
that the maximum variation in self potential represented the highy
est permeability, this represented the shale line, at a value
of approximaﬁely 50 per cent of that value.l assumed that the
permeébility would become questionable. This is based also upon
some ‘studies of care analysis value logs which I have made.

Q. Mr. Arnold, at this poiﬁ£ for the information of the

Coﬁmission, the center well shown on Exhibit 4 and the center

A That is correct, that is the well shown in the graph'

Q What is your refereﬂ;e'line there, is that what you
call it? . 4

A The daﬁum is sea level plus 4,000 feet and the horizontal.
séalefiéw5n¢;fooﬁ equalled one;half mile. Using thes method that
I hav; just d;scribed I arrived at the following net pays on
these welIs:; On the E1 Pasc No, 1 Lloyd in the northwest of 24,
30, 11, 23 féet; the El Paso No. 1 Kessler, qorﬁheasp of 24, 30.

north, 11. west, 36 feetj the El Paso Nc, 3 Schumaker, in the
southwest cof 18, 30; 10. =~ 30 north, 10 west, 28 feet; the El
Paso No. 1 Murphy in the southesast of 24, 30,narth,bll west, 23
feet, and the Axtec 0il and Gas Company No. h9,.southeast of 13,
30 north, 11 west, 35 feet.

Q Mr. Arnold, nel pay is one of the factors used in deter-

mining recoverable reserves, isn't that correct?
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‘A Yes, thut is correct.

Q You have any further testimony you wish to give on
Exhibits 3, 4, and 5 at this time? |

A Wo, I don't believe so. |

Q And these were -- ezach of ‘these exhibits were prepared by
you or under your direction?~, |

A Yes; sir. |

Q All right,'Mf, Arnold, passing on to Exhibit No. 6, will
you state to the Commission what that is? '

A That exhibit is a plat of an area in the South Blanco-
Pictured Cliffs Pool in township 26 north, rénge 7 west, upon
which a similar étudy was made. Four wells were used in this areg
those being in the Sameimethodkéf deﬁerminingrnet pay was used as
I have previously described on Exiibit Hos. 4 and 5%

Q You are now makingjréfefence to Exhibit No. 7, is that
correct? “ _

A }That is right. Exhibit No. 7 is the cross-sections as
indicated bykthe line A-A' on Exhibit Wo. 6. The net paye as I
have arrived at them are as follows: King Loéke Petroleum
Company MKL 4-11, in the éouthweét section 7-26 north, 7 west;
King Locie Petroleum Company MKL €-13, northeast section 7-26
north, 7 west, 40 feet; King Locke Petroleum Company. 1 MKL in
the southwest of section 5-26 north, 7 west, 39 feet. Now this
well -- _

Q Which well is that? ' A This log was
taken from a Mesa Verde well which was a 200 feet offset.

Q WWill you identify that for the record, where you said,

-
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A The MKL number one is a 200 foot offsct ~~ 200 offset
to the MKL No. 2 which was the Pictured Cliff well which was used
in our reserve determinations. I did not have a log on the No. 2
MKL, therefore, it was necessary to usc the No. 1 MKL due to the
fact that it was only 200 feet awav I felt that it would fairly
represent the pay for that quarter section. -

The fourth well is the King Locke Petrole:m Company MKL 4;15
northeast section 5-26 north, section 7 west, 30 feet,

Q Mr. Arnold, did you study any core data to determine
porosity»and connote water in any of theﬁé‘wells,'that is the
wells covered by Exhibit 4, 5, or 72

A Yes, core data used in connéction with Exhibits 4 andkS
in the Azbec Pictured CLiff Pool came from the El Paso Natural
Gas No. 1 Forrest in the northwest quarter of section 35, 30
north, 11 west, 133 feet of total section was cored in this
area. Only 24 feet in this particular well showed permeability
of greater than zero zero. Therefore, I have used those2h feet

in arriving at an average porosity, an average connote water

~ value to be uvsed in our reserve study across the area as shown.

The average porosity which I determined from this core analysis
was 20.5 per cent, fhe verage connote water value 43.7 par cent)
the average permeability 1.05 millodorcies.

Q That is the only core analysis that you had available,
is that correct?

A Yes, thét is the only core analysis which I had availablg

to study for that areca.

Qg All right, in the other area of the South Blanco-~Pictured
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Cliffs Pool ar~x shown on Exhibits & and 7, aid you have core
analysis, a core analysis available there?

A Yes, I used the King Locke Petroleum Company No. h-11
MKL, in the southwest secetion 7-26 north, 7 west, the total core
in this well was 21 feet and 19 feet of this showed permeability.
The average permeability for this 19 féet was 243 Hd. Ti
average porosity was 20.6 per cent. The average connote water
53.9 per cent. Those are the values which we have used for cal-
culating reserves in the area as shown on Zxhibit No. 6.

Q Is that Phe’only core analysis thai you had available for
that area? ;‘ 7 ‘A Yes.
Q Aﬁd you applied that data on all the other wells covered

' by Exhibits 6 and 7, is that correct?

A That is right.

Q So that those factors being constant could not change the

ratio.; between the net pay?

4 No, tﬁey would not;

Q fDo‘you have anytiing else you wish to say concerning
Exhibitsfé or 77

4 o, I don't belicve so.

Q Thosefexhibits were likewise prépared by you or under
youu directioﬁ, Mr. Arnold? A That is correct.

ﬂR. KITTS: We offer in evidence Commission's Exhibits 1
through 7,-inclusive.

COMMISSIONER WALXER: Any objection to the exhibits being
admitted?

WITNESS: This is Exbirit No. 1, No. 2 was the pool descrip-

tion, this is Ho. 3, 4, 5, 6, and 7 (indicating).

F ™
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is that right, 100 pound intervals, from your study of the area

COMMISSIONER WALKER: If there are no obdjectiony the exhilbits

will be admitted.
MR. KITTS: That is all I have of this witness.
COMMISSIONER WALKSR: Any questions of the witness?
| CROSS ~EXAMINATION |

By: MR, SELINGER:

Q Mr. Arnold, I want to call your attention back ‘to Exhibit
1, which is your -~- call your attention to Exhibit 1, which is
your bottom hole pressure contour map.

A This is not a bottom hole, this is shut in well.

L2

Q Oh, shut in wéll pressure contour on the 100 feet interval

based on pressures alone, you are able to ascertain that the
division betﬁeen the variéus pools outlined on this map, is that
correct? _

A No, I don't believe I testified to that éxactly. I said
that I used these pressure contours in c¢onjunction wiﬁh thelogs
to determine where these boundaries should go.

Q And your study has indicated then, from your pfessure
study, that the lines you have indicated'surrounding the varias
pools are the boundaries and that would be your recommendation as
to the Commission that the pools be definedas you have indicated of
Exhibit 1, is that right?

A It is my recommendation that the pools be shown as out-
lined on the Exhibit No. 1, ves, that was not based altogether
upon the pressure study.

Q But insofar as your Exhibit 1, that is based on a 1U0

s
ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEN¥ MEXICO
TELEPHONE 3-6691
3 — o R T e L o e Mt e




14

o

TN

g

pound pressure intervals?

A The contours on this map are, yes.

Q Well, how did ycu arrive at these neavy black lines sur-
roundingweachré?WPherf;Qldsvthen?

A Well, in most cases by proven production. There was no
problem where there was a wide non-productive area separating the
two producing areas. The only place that you get into difficulty
is where the two producing areas approach each other, that is
where in some cases I have used pressure to help to determine
ﬁhere to draw thase boundaries. In other words, in this area
rightrhere(indicating), rapid pressure built up across this town-
ship indicated to he that probébly this was one reservoir and
this was another reservoir. |

Q You mean the Fulcher Kﬁtz and the South Blanco were each
two separate reservoirs when you say this pool and that pool, you
are referring to the FulCher Kutz and the South Blanco?

A That is right. |

Q Now in answer to a question of counsel with respect to
Exhibits 2, 3, 4, and 5, you stated tha®t net pay was a factor
in determining recoverable reserves,.do you recall that answer
that you gave him?

A Yes. |

@ Normally which would have the higher pressure, a thick
pay oxr a thin pay?

A I am not sure that pressure would be affected.

Q You say then that the pressure of a thin pay would be as

equal as the pressure of a thick pay?
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A I believe so, there are =-- I think that the size of the

vell, the method that the pressure was taken, the length of time
shut in all affect those pressures, all right. That is why it is
almost impossible to use pressure alomne but I think that if a
small well is given the necessary time to build up the maximum
pressure that it would probably equal the large well.

Q You mean a small well, what basis do yocu use a small well,

in what way, as to pressure, as to pay tuickness or as to -~

A No. \

Q =~ or deliverability or as to overflow 6apacity, what do-
you mean a esmall well? ‘

A As to open fldw capacity which can also be related to
deliverability. | 7 o

Q Well, I will ask you again then, Mr. drnold, a well with
an extremely high open flow, would it likely be that the pay is
thin in ﬁhat sort of a well?

A DNo, it prcbably wouid not .

- Q Most likely, all other factors being equal, the largér op:n

flow well would nofmally have a larger pay thickness thdn a well

with a smaller open flow generally, with all otper factors being -
equal? |

A I believe that the largest factors in determining ;he‘
size of a well is the permeability, you do not necessarily fave
to have a thick pay section in order to have a high permeability
in part of that section. In other words, 1 think it would be
possible for a well to have an average total net pay thickness but

to be a larger well because of the fact that one portion of that
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“retpay nad substantially higher permeability.
Q Well, Mr. Arnold, do you give, as a geologist, do you give
any effect to setting recoverable reserves to pressure at all?
A Yes, we do.
Q How much weight do you give as a geologist tc pressures
in determining recovery reserves?
A Well, I bélievg that F—
Q Can yoﬁ give us any relative amount in your co»=ideration?
A I think that ordinarily reserves and pressure are directly]
related. A -
MR. SELINGER: That is all. Thank you.
COMMISSIONER WALKER: Any other questions of the witnecs?
CROSS ~EXAMINATION |

By: MR. WIEDERKEHR:

Q In response to Mr. Selinger's last question, you stated,
I believe, that you thought pressure and reéerves were directly

related?

3

is what I stated, ycs.

ha

ct

A

Q If pressﬁrg and reserves are directly related then, how
would you consider sand thickness and reserves?

A They are each a factor which are used with other factors
in determining reserves.

4 Well, don't you think that sand thickness would have more
affect on your reserves than pressure in the field that we are
talking about? In other words, is thers not a greater variation
in sand thickness through out the wells which we have under dis-

cussion than there is in pressure?
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A Within specific pools, ves, I believe that is true.
Q So in the pools then that we are talking about this
morning, then actually youtd:-have to say that the sand thickness

of the variaus wells would have considerable more affi:ct on the

reserve of that well than the pressure?

A Yes, sir, at any rate for a loéal aréa such as for which
this study was made.

MR. WIEDERKEhR: That is all. Thank you. ‘

COMMISSIONER WALKER: Any other questions of the witness?
If not, the witness méy be excused. |

| {Witness excused.)

COMMISSIONER WALKER: Take a five minute recess.

(RECESS) N

COMMISSIONER WALKER: The hearing will come to order. - Mr.
Kitts, will you call vour next witness.

MR. KITES: Céll Mr. Utz.

having been previously duly sworn, testified as follows:

DIRECT EXAMINATION

By: MR. KITTS:
Q Will you state your name, please.
A Elvis A. Utz. '
Q Mr. Utz, you are employed as a gas engineer for the 0il
Conservation Commission? A That is correct.
Q You have testified ovreviously before this Commission as
a-gas grigineer? A Yes, I have.

Q Are the witness's qualifications acceptable to the

~-
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- Commission?

COMMISSIONER WALKER: Any objection to the witness's qualifi=-
cations? IXf not, they will bec accepted.

MR. KITTS: Mr. Utz, have you made a study of production and

deliverability in the three gas pools under consideration in this |

case?
A Yes, I have and I made made the study of Fulcher Kutz,
South Blanco and Agtec-Pictured Cliffs Pools of the San Juan Basin

This study includes every well in each of these three pools for

whidh production was reported to the 0il Conservation Commission fo:

a period from three to twelve months of the year 1953. In other
words, wellkswith:only'one and two months reported‘production were
n06>i£clud¢d in the study. The purpose ofAthi§kstudy was to
determine whether or not these wells had been Eéoduced rateably
during the year 1953. This study was made by analyzing the pro-

duction purchased by each pipeline company. The wells connected

. to each pipeline was grouped by companies and celiverability

groups or according to the well's ability to produce and this

analysis daily-éVerage production psr well and daily average load

_ factors per well were employed.

Further study was made for more local areas of these pools

“in which the ratio of recoverable reserves to production was used.

4 third phase of our analysis will show the effect of the 256G
pound per square inch absclute deliverability pressure limit now
ordered by New M:xico 0il Conservation Commission order R-333-4

which pressure limit is used in the back pressure formula. ‘The
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Cliffs, the South Blanco~Pictured Cliffs and the Fulcher kutz~

back pressure formula being used to calculate a wellts deliver-

ability to a back pressure other than the back pressure at which
the well was testnd.

Q Have you finished your statement, Mr. Utz?

A Yes.

Q Mr. Utz, you have prepared éértain“exhibits in connection
with the study, did vou not, will you proceed first to Exhibit.
No., 82 A Yes, I will.

Q ‘And that was prepared by you, Mr. Utz?

A Yes, it was partially by me and under‘my supervision.

The graphs shown are for three different pools, the Aztecd-Picture

Pictured Cliffs. I will take up the Aztec Pictured Gliffs first.

Q Being Exhibit No. 8. ‘

A Yes, this being Exhibit No. &, the vertical scale on the
graph is from five~§er cent. to 100 per cent, this beingrthe load
factors in per cent, the same scale is shown on the rignt hand
side of the graph. The center scale is average productiecit in
MCF per day ?er well. Across the horizontai scale on the left
hand side cf the graph we have letters of the alphabet from A. to
G., each letter represehting an operating company. Onthe right
hand side of the graph or BExhibit 8, we have numbers from one to
eight, each number representing deliverability group. In other
words, group one is a deliverability group from zero to 10O MCF.
Group two is from 10X MCF per day to 200 MCF and thus on up the
scale to group eight being from 70)L MCF to 8C0O MCF, Coming back

to the left hand side of the graph, we have one sids of this for
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pipeline A, which .s on2 purchasing pipeline in Azbtec-Pictured
Cliffs and pipeline B which is the other purchasing pipeline in

Aztec-Pictured Cliffs, being rather difficult to analyze pipeline

- & since they only had one well. If I wmay say so, there wasn't a

deliverability test made on the one well, so it is rather difficul
to anal?ze the two pipelines in this particular pool. However, we
do have -enough information for pipeline B in order to show the
picture.

Continuing with the left hand side of the graph, you will

note the blue curve. This'blue curve represents in percentage

the producing load factor for each of the operating companies.

I have chosen to call this the production load factor because it
is arrived at by calculating or it is calcul;ted from the monthly
production for 1953 for each well which was reported to the 0il
Conservation Commission. In other words, it expresses in percen-
tage what the well did produce as compared to what it could have
produced based on the highest productive month. To be possibly
more explanatory, this was arriVed at by dividing the annual

production for each well by the highest month's production times

‘the number of months that well was on the line.

The red curve expresses in percentage what I have chosen to

call the deliverability load factor. These load factors were

"~ calculated on the basis of the 1953 deliverability tests on each

well that was reported to the Commission or ecach well which wa:
tested in 1953 as compared to the daily average production for
ecach well which was tested in 1953, To show that possibly a 1littl

more clearlv, I have used the red and the blue circles, the red

W
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circles indicating the average daily well deliverability for the

respective company, the blue circles indicating the daily average
production for the average well for each of the companies, these
red and blue circles veing on She horizontal MCF per day scale or
the vertical MCF per day scale. In other words, the red deliver;
ability load factor curve shows a percentage relationship between
the red and blue circles. The green curve shown at_the bottom

of the graph is the daily average production for each compan&
based on every well reporting productioﬁ for two 6r more months
during the year 1953.

Q Daily average production per well?

A Daily average production per well in MCF. You wili nocte
that these curves vary considerably and they joggle up and down,
they are not a smooth curve, not only the production load factor
curve but the deliverability load factor curve and the daily
average producticn curve. I will return to that shortly.

| Over on the right hand side of the graph since we only had
one pipeline whiéh we could properly analyze we, therefore, only
show curves for that one pipeline or pipeline B. The upper blue
curve is the deliverability load factor vs. deliverability groups,
the groups being shown by numbers at the bottom of the graph.
These delivercability load fzccors were arrived at in the same
manner previously explained except that the wells were grouped
by deliverability groups rather than by operating companies.
In other words, we wanted tc determine hew the deliverability
load factors ran according to the ability of the well to produce.

Trhe bobttom blue
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able or wasn't rateable, had the take been rateuble according to

" between, these curves would not have been jagged st.ch as they are,

curve ou the right hand side of Bxhibit 8 shows the daily averase

which reported deliverability tests in

1953 vs. the déliverability gfoups.

Q@ What conclusions have you come to, if any, Mr. Utz?

A By analyzing the results of the study made regarding
production load factors; deliverability load factor, daily average
production, I have come to the conclus’on that the production
by companies as well as by deliverability groups was not rateable

during 1953. Further, to explain why I don't think it was rate-

some predetermined rateable take formula whether it had been

straight acreage or 100 per cent ‘deliverability or anything in

Had it been on a deliverability basis of some type, the deliver-
ability load factor curve and the production curve shoﬁld have bees
flat. In other words, the lcad factors for each well should have
been neariy the same. Had it been on 100 per cent acreage basis,
since the Astec-Pictured Cliffs is developed on 160 acre spacing,
the green curve would also have bsen relativeiy flat, The only
deviatioh from being flat or horizqntal would have been due to
margin ofrwells, of course. In other words, giving other wells
in the field a production that margin wells could not producec in
order to meet allowables or the demand,

Going now to the right hand side of Exhibit 8, the deliver-

ability load factor curve hers would also have been flat indicatin{

that each well had been produced at the same load factor had the
pipeline companies considersd the ability of the well to produce,

as can plainly be seen, it is not flat, nor is 1% even a smootn
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curve. Had these wells been produced according to their deliver-

ability, this production curve would also have been a smooth
curve, lowever, it would have been gradually sloping upward as
the ability of the well to produce increased.

Further cdnclusion, as explained, I do not believe that the
production from Aztec-Pictured Cliffs during the year 1953 was
rateable in any sense of the word,

Q You haQe also prepared Bxhibit ¢ and 10, which wevwill>
consider together, relating to the South Blanco;Pictured Cliffs,-
is that correct?

’A That is correct.

Q And you prepared those or supervised the preparation?

A They were prepared with my assistance, you see, ExhiBit
9, which is the deliverability load factor and production study
for the operating companies and the deliverability groups for
South Blanco-Pictured Cliffs Pool is exactly the same as I just
explaihed for Aztec~Pictured Cliffs, the only difference being
the pool and the we.ls, of course, used. A4s previously explained
the blue curve is the production load factoer curve, arrived-at
as explainéd before. The red curve is the deliverability load
factor curve arrived at as previously explained and likewise the
red curve =--

Q Green curve.

A Green curve, 1 am color blind this morning -- green curve
is arrived at by using all wells reported, reporting production,

Exhibit 10 is the analysis of MCF per day against delivert

ability groups for all wells reporiing proiuction -- reporting
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nis pool. The red curve being pipeline
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deliverability
i and the blusg curve being pipelinc Be

Q Explain the dotted red lines and blue lines on both of
those exhibits?

A Yes, bthe dotted portions of the curve sndicabtes that there
were no wells in that group or in petween the solid line and the
next change in curves Tn other words, on mxhibit @, there were
no wells'in groups six, seven and groups nine and ten, to indicate

there were no wells in that group we dotted the curve -= dashed

the curve, rather. " However, on South Blanco~Pictured Cliffs, we

had two pipelines purchasing from enough wells, enough companies
that we could anayze the rateable take siﬁuation as not only
within the pipeline,‘as betweenApipelines. As previously explain+
ed, if thé'take had been rateable these curves,'deliverability
curves ==~ deliverable and load factor curves and production load
factor curves would have been relatively flat for each pipeline.
The green curve OT the produéiﬁg daily average production per
well curve would also have been relatively flat, whereas -= OTF

over on the rigiht hand side of Exhibit 9, the deliverability load

factor curve for each company should have peen, had they been

prOduced according to the well's ability to produce,’practically

flat.

You will notice that there is considerable difference =-

there 1is considerable jaggedness in the load factors, as well as

the difference in the load £actors bebween pipelines. This 1is

also true ©n t,he left pnand side of the chart, where we compared

cach operating companys LInhe conclugion 1 come to from Bxhibit 2,

is the same +that 1 arrived at for the Az%ec-Pictured cliffs or
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‘direetion, is that correct?

Bxhibit 5, the take was not ratcanle betwcen cowpanies, between
deliverability groups, nor was il ratcable between pipelines.
The same conclusion is arrived at from BExhibit 1G, however, I
must admit that that shows a little more promise because the curvd
do coincide fajirly well but had these wells been produced accord;
Jng to their ability to produce, this curve would have been a
gradually increésing curve rather than a straight line,

’ Q Passing on now to Exhibits 11l and 12, Mr. Utz, those

were likowise prepared by you or with your assistance and your

A 'That is correct, yes, sir.

Q &nd they relate to the Fulcher Kutz~Pictured Cliffs?

& That is-éorfect, Exhibits 11 aand 12 portray ﬁhe resﬁlts
of the same type of study as made for Aztec-Pictured Cliffs and
South Blarco~Pictured Cliffs except that they are for Fulcher
Kutz-Picturedicliffs. Again I doubt that it is necessary at this
poeint to éxpiain the graphs. 1 hope we are all familiar enough
with ihem to realize what they show, so I will just go ahead with
the conclusions.

The production load factor curve again being the blue curvé
and the red one again being the deliverability load factor, the
green one the daily average productioan for all wells reporting
for more than two mouths in 1953, As may be seen, these curves 4
are extromely jagged. Therefore, I do not believe that the take
from Fulcher Xutz within the pipeline or between pipelines 4 aud
B was rateable during 1953. The same conclusion is arrived at on

< H
l.

the rirht hand side of Exhibit 11, where we show the deliverabili
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load factors vs. the deliverability groups. These curves also

gce all over the chart, the red curve being tﬂcrdéliQerabiiity o
load factor of pipeline A&, the blue curve béing the deliverabilit
load factor for pipeline B,

On Exﬁibit 12, we again show the relationship between daily
average production and deliverébility groups for all wells reportJ
ing deliverabilities in 1953, the blue curve being pipeline B
and the red curve being pipeline A, Again we see that the curve
is anything but a smooth curve or gradually increasing curve as
it would have bgen if the groups and wells had been produced
according to Cheir ability to produce.

Q Dces that conclude your comments on that?

A I would like to point out that this ‘incre‘ase —

Q Referring to'Exhibiﬁ 32

4 In the production on Ekhibit.S, the lowsr green curve,
was not so much due to cémpany‘E’having a higher deliverability
as shown here as it was that company E's deliverability 1osc
factor was higher. The reverse of that situation is true on
Exhibii 11 for the Fulcher Kutz Area. The high point in the daily]
average production curve for company D is not as high as it should
have~been had the wells been taken more in accordance with their
ability to produce. In other words, the load factor is lower.
That is about all I have to say about these exhibits, I believe.

Q I believe, Mr. Utz,-you have some preliminary testimony
in regard vo Exhibit Ho. 3, have you not previously testified on
3 and 6?

4 Yes, that is correct. As previously explained by Hce.

H

P
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Arnold, Exhibi% 3 shows the plan of cross-secticn for a local

rea on Aztec~-Pictured Cliff's Pool or cross-sections of plan A-A?
and B-B'. You will note that the wells used in this cross-section
are colored. A reserve was calculaced for each drilling tract,
in other wﬁrds; a reserve is calculated for each well, based 6n th#
amount of acreage assigned tc that well, not only with reserves
calculated on the red squares but for the green squares. I believke
Mr., Arnold took care of the core analvsis that was used and ex-
plained the core analysis that was used in calculating reserves,
recoverable reserves for these'drilling tracts. This well is
located here and was the closest known corc of any value to the
area. The results of this deliverability or reserve production
study is shown on -« |

Q- Exhibit 13.
A -~ what I believe will be called Exnibit 13, the right
hand chart on the ¢pposite side of the I"O0lle \

Referring now to Exhibit 6, as previously explained, this
shows the Cross-section écross South Blanc¢o-Pictured Cliffs Pool,
the local area of that pool. The reserves were calculated from
the nearest known core data for each of the four wells or in
other words, reserves were calculated for cach of the drilling
facts Shown ir red and green. The results of that study, explaint
ed from Exhibit 6, are shown on what will be called Exhibit 14,

t 13 shows graphically the 1953 production vs. recoverable

'-Jl

BExhib
reserves for a local area in Aztec-Pictured Cliffs Pool, the local

arca being that area shown on Ixhibit 3. The upper wellheads or

its, as I might call them, shows

"
K,
Q
=
('f
!
0
| oad

wellnead illustrations o

14
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the daily average production for the Kesslee Noo 1 and cach of
its four offscts, the scale, the vertical scale being oneinch to
100 MCF per day, daily average 1953 production. The production
from the Kessier No. 1 being 660 MCF per day; the Nye No. &4
bg%pg 440 NMCF per day, that is for the number of months on which
production was reported, 19533 the Murphy No. 1 daily average
production was 143 MCF per day; the LloydNo. 1 was 102 MCF per
day and the Schumaker No, 3 was 50 MCF per day.

The cubes shown just below the wellhead illustrations repre-
seut the reserves, calculated recoverable reserves for each of
these drilling tracts, the scale being one cubic inch for each
25,000 MCF reserves at New Mexiéo‘standard~condibions. The lower
graph or perhaps I should more properly state the reserves calcu-
lated, the recoverabie reserves calculated for Kessler No. 1 was
1,230,240 MCF for 160 acre tract. The reserves calculated for
the.Nye No. &4 was 1,196,000 MCF fér the 160 acre tract. The

reserves calculated for the Murphy No. 1 was 785,920 MCF for the

160 acre traét. Th~: reserves calculated for the Lioyd No. 1 was

795,920 MCF for the 160 acre tract. The reserves calculated,
recoverable reserves calculated for the Schumaker No. 3 was. . .
941,850 MCF for the 157.5 acre tract.

The lower part of the chart shows by use of red bar graphs
the percentage by which the producih:ion ratio exceeds the reserves
ratio;éomparing the Kessler well to each of its offsets. To go
furbther into that, comparing the Kessler well production with the
¥ye No, I production, we have a prodguction ratio of l.454 to one.

Gomparing bthe Kessler's reserves to the Nye No. 4 reserves, we
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‘the same scale -- again the well neadiliustrations in the upper

h)

have a reserve ratio of 1.02€ o one, the production ratio exceed-
ing the reserves ratio by /4l./) per cent. Comparing the Kessler
well to its offset, the Murpny No. 1, we have a production iratio
of 4.475 to one and thé_feserves ratio of 1.565 to oﬁe, the
production ratio exceeding the reserve ratio by 155.9 per cent.
Comparing the Kessler well to the Floyd well, Floyd No. 1, the
producticn ratio is 6.27h to one and the reserves ratio is 1.565
to one, the production ratio again exceeding the reserve ratio

by 305.8 per cent.

Further»comparing the Kessler well with its offset, the
Schumaker No. 3, we have a ﬁfbduction ratio of 12.306 to one and
a reserve ratio of 1.306 to one, the production reserves exceeding
the reserve ratioc by 845 per cent.

Q Mr. Utz, what conclusicns can you come to after analysis
of Exhibit 137

A» The oﬁly conclusion I could come to, based on my calculated
reserves, these reserves being calculated on the best available
core information, the production being from -- reported préduction4
is that if the well calléd the Kessler No. 1 is produced as it was
in 1953, thé drainage is almost certain to occur in éarly years.

Now turniung to Exhibit 14, is the results of the 1953 pro-

-4

duction vs. recoverable reserves..'r the South Blanco-Pictured
By 4%\ :

W . . .
Cliffs Pool or for that local ate: sin South Blanco-Pictured Cliffs|

Pool as shown on Exhibit No. 6, again the well head indicate in

part of the graph show the daily average 1953 production in the
vertical scale of one inch equals 100 MCF per day, the cubic

blocks or cubes on the next, below the well heads being in the
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‘as explained at the outset of my testimony, this exhibit ULeing

head shutin pressure or more exactly the seven day well head shut

Q Mr, Utza, werce Exhibits 13 and 14 prepared under yourJt

direction?

& Yes, they were. I give credit to ifr. Dan N¥ntter for the
artistry. : f

Q I bélieve you élso prépared what has been marked Com-
missién's Exhibit No. 15, Mr. Utz, was this prepared by you or
under your direction?

A Yes, this waé prepared by me.

Q Explain that, please.

A Well, this is the third phase of our ratceable data study

Exhibit 15, order R-333-A of the 0il Commigsion statesg that the
deliverability pressure for the Pictured Cliffs formation chall
bé 50 per cent of the seven day shut in pressure and the maximum
of 250 pounds. - In other words, when the seven day shut in pressur
exceéds 500 pounds, the deliverability pressure remains at 250
poﬁnds. The vertical scale on this graph being the caleniated

deliverability in MCF per day, the horizontal scale being the well]

in pressure'in pounds per préséure absolute per sduare inch absol~
ute. ‘ 7

Tn order to use actual flow information for drawing the blue
curve, I used a well with a very low shut in pressure, the well
ased being being the Cousins No. 1, Southern Union Cousins No. 1,
the location I don't recall and I doubt if it is important. How-
ever, the flow, shut in pressure was 339 pounds per square inch ar

the calculated flow at 50 psr cent of its shut in pressure was 14t
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MCF. Using that same flow information, I used the by pressure
formula and increasced the soven day shut in pressure which also,
of course, increased the delivarability, calculated deliverabilty
of‘that well, which resulted in the blue curve as shown here,
for shut in pressure from your 339 pounds seven day shut in up to
1,000 pounds seven day shut in pressvre. As may be scen the -
deliverability increzses as the shut 1in pressure increases. You
will further note that using a straight 50 per cent of the seven
day shut in pressure curve is a smooth progressively increasing
curve up to 1,000 pounds. The red curve represents the results
of using the 250 pound deliverability pressure limit. You will
note that at 500 pounds shut in, 250 pounds being 50 per cent of
500 pounds shut ih,-the deliverability curve deviates from thek
smooth 50 per cent curve énd‘farther, the higher the shut in
pressure gets the farther apért the red and blue curves become.
The results of this deviation from the blue curve in per-
centage for different pressure is as follows: 550 pound shut in
pressure the difference between the 250 pound limit and the
straight 50 per cent deliverability pressure curve is 4.2 per
cent. 1In other WOrds; 250 pound limits calculates 4.2 per cent
higher as 750 pounds seven day shut in pressure the 250 pound
limit curve or the red curve exceeds the straight 50 per cent
curve by 15.6 per cent at 900 pounds shut in pressure. The 250

pound limit curve exceeds the 50 per cent curve by 19-1/2 per

ct
[¢8]
»
[¢)
4]
[

cent and at 1,000 pounds the 250 pound limi
50 per cent curve by 20.8 per cent.

Wow I made this study becauss I felc that maybe the limitati¢ns
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of deliverability prossurc.was not greater. After making the
study I have come to the conclusion that it is not rateable. I,
therefore, recommend that the Commissicn revise order R-333-4A
to say that a straight 50 per cent of the seven day shut an
pressurc be used as a Jdeliverability pressure. ﬁ

Q Mr. Itz on the basia of your study of these three pools,
you believe the potential pru.iuctivity in each of these pools
exceeds the reaSonébie market demand for gas?

A In other words, you are asking me, I believe, if I inter-
pret your question correétly, as the deliverabilities of each of
these three pools exceeds market --

Q No, the potential productivity.

A Yes, I am sure that it does.

Q And on the basis of your study, you believe, that pro-
ration is necessary in each of these poolé? A

A Yes, I velieve that it is in order to have rateable take

among the various wells within the boundaries of each pool.

MR, KITTS: May it please the Commission, we offer in

evidence Exhibits 8 through 15, inclusive.

COMMISSIONER WALKER: Any objection to the exhibits? If not,

they will be admitted.
MR. KITTS: That is ali I have of this witness.
COMMISSIONER WALKER: A?y other questions of the witness?
NROSS-EXAMINATION

By: MR. GRANIER (Southern Union Gas Company):
g HMr. Utz, I was a little bit lost occasionally in your

tesbimony as between reserves and recoverable raserves., iere
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- were down to the 100 pounds well head regardless of how long it

these figures over here recoverable reserves as represented by

the cubes in Exhibits 13 and 14 or were those recoverable reserves
or were Lhey reserves or just what were they?

A They =-- all rescrves spoken of in the testimony that I
gave is considered by me to be receverable reserves down to 100
pounds well head pressure.

Q In other words, your assumed abandonment pressure of 100
pounds --

A (Interrupting} Well head, yes, sir;

Q ~- well head. Now in determining the recoverability of
these reservés, have you given any consideration to the perme-
ability of thé structure underlying these wells insofar as that
permeaﬁility might affect the wells ability to producerwithin an
economically reasonable period of time?

A& 1In making this study, I did noﬁ determine time &s an
element. |

Qg Sc¢ that even if it t0ok —-

A (Interruptiﬁg) kIn other words, I used exactly what the

wells produced in 1953 as compared to what the recoverable reserve

took to gét those reserves out.

Q It made no difference whether it would take two years or
200? |

A In other words, I assumed it is not up to me how the
pipeline is going to operate its pipeline in order to recover
t' ose reserves.

9 So that by using the term recoverable raserves you are

S

not using it or stheweptine to nse it sypnonymougly vrith econcinicall
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1y can be varied to a certain extent by the way the pipeline ... ..

- . ’ ) 2
that you hadn't said. Now turning, sir, to Exhibits Nos./9 and

recoverable roserves?

A No.
Q Now turning --

4 {Interrupting} I would like to point out, nowever, that

the production from thesc smaller wells may be varied and undoubte

operates. In other words, by lowering pipe pressures or by reworlk

ing the wells, if the opefator 50 desires, and that is the regason,
that is something I have no control over whatsoever and that is
the reason that I did not include time as my recoverables reserve
study did.

Q I was merely trying to find out what you'd said, not all

11, on each of them there is, I believe, a green line along the
bottom portion of it, is that right?

A You are referring to =-- |

Q Yes, sir.

A -- the green line on the left hand side of it?

Q Does that répresent average deliverabilities per well by>
operators; is that-- '

A (Interbupting) No, sir, the>green line represents the
daily average production for each company, what it actually did
produce. In other words the companies -~

Q (Interrupting) Daily average production per well by
operators? A That is right.

@ By producing companies?

& That is right, that is correct.

o
.

Tow—ia-drawing that line, did you give any effcct _to the
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average deliverability of those wells so that if the éverage
deliverability was high the position of the line for any operator
would be higher or lower than it wculd have been otherwise?

A  Drawing the green line, you ars inguiring --

Q Yes. In other words, you didn't take into account in
drawing the line, did you, what the deliverabilities of the wells
were, you just said, this is the average per well per operator as
it happens to come out?

A Thg green line'represents only what the wells actually did
produce, no regard was given to deliverability other than the
higher‘deliverability wells produced some more.

Q Yes, naturally the highér'deliverability Qeils - well, I
wouidn't say that. Well, now the only time that that line would
be straight as between all the operators then would be if each well
were producing exactly the same amount,kis that correct, sir?

A That is right. |

Q And if that were so the ratio of productiop per well to
that well’é deliverability would have aArather sizeableﬁariance
as between weils and between operators, would it not?

A It certainly would, it would be virtually straight acreage

production.

Q Be virtually
and goes up and does
taking as between we
out the other lines,
show that but I am t

A Vell, 1 tnin

will shswoerr yaur gue

--- the mere fact that the line is,jagged
doesz not show that there is non-rateable
1ls of like deliverability, does it, leaving
I appreciate that some of them might tend to
alking about the green ones only?

., Mr. Oranisr, that the mere fact -- well, I

shion this wave: It need not sivy but it may
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If not, the witness may be excused.

show that the load factors were different.

Q You Jjust couldn't tell much about it though from that one
study alone, you would have to take it in conjunction with others
to arrive at conclusions respecting ratioc of production to calcu-
lated -deliverability?

& That is righﬁ; that is shown by the other curves.
MR. GRANIER: Thank you. -
COMMISSIONER WALKER: Any other questions of the witness?

(Witness excused.)

COMMISSIONER WALKERﬁ Anyone have -any statements to make
regarding the -- or that you'd like to read into the record or
make for the record? ‘

MR. GRANIER: Will written statements be accepted?

- COMMISSIONER WALKER: #ill the lst of November as:far as time
is concerned be sufficient for you to get your written opinions
in? Any other comments, questions, etc.? - If not, the Case 729

will be taken under advisement.

— et m— moe wT W e s - e o
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STATE OF NEW MEXICO | |
. SSse
COUNTY OF BERNALILLOS

f2idbhocl e s

I, MARGARET McCOSKEY, Court Reporter, do hereby certify
that the foregoing and attéched transcribt of pfoceedings before
the New Mexico 0il Cdnservation Commissicon at Santa Fe, New
E*' . E_ : Mexico, is a true and correct record to the best of my knowledge,
skill and ability.

IN WITNESSIWHEREOF I have affixed ny hand and notarial seal
this 18th day of October, 1954. ) .

P

ic-Court Reporter

My Commission expires:
August 15, 1956,
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RO S SUNRUSIIPRIROE Y

.. .___ BEFORE THE
OIL CONSERYATION CUMMISSION
Santa Fe, New Mexico
June 16, 1954

IN THE MATTER GF:

The application of the 0il Conservation Com-
mission upon its cwn motion to consider an
order pve~ulgating rules and regulations
affecting and concerning the Fulcher-Kutz-
Pictured Cliffs Gas Pool, the Aziec-Picturcd
Cliffrs Gas Pjol, and South Blanco-Pictured
Clirfs Gas Pool situated in San Juan and Rio
Arriba Counties, New Mexico.

Case No.
729

Saeget” N gt s et N St ot e s “ssn? et

BEFORE:
Honorable Edwin L, Mechem

Mr. B, S. (Johnny) Walker
Mr. R. R, Spurrier

TRANSCRIPT OF HBARING
- MR, SPURRIEA: Now, in Case 720, Mr. Macey I think vas a
recomaendation following the note that you see at the beginning of

this case. _ ,
MR. MACEY: In connection with Case 729, the advurtisement

in the case was for the 16th day of June and we fully intend to
advertise the case to be heard the same time that the other cases
regarding proration in the San Juan area, on the 21st of June.
Thersfore, I would like to move that the case be continued to June

218t, in order that we can obtain testimony at that time.

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ROOM 105:108-107 EL CORTEZ BLDG.
PHONES 7-9€435 AND 5-95486
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MR. SPURRIER: Is there objection to Mr. Macey's motion?
If not wve will recommend ibai tiie cass

(Recess.)

CERILIFICAIR

I, ADA DRARNLEY, do hereby certify that the above and fore-
going transoript of:proceedings before ths 0il Conservation
Commission on June 16, 1954, in Mabry Hall, Santa Fe, New Hexico,
is a true anad correct record to the best of my knowledge, skill

and ability.
Dated at Aldbugquergue, New Mexioco, this 19th day of June,

Notary Publio

My Commission Expires: ,
June 19, 19585,

1964,
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BEFORE THE

®il Tonservation Commission
SANTA FE, N:\i\( MEXIco
Auenes 1%, 19514

IN THE MATTER OF:

case No. {22 - Rezular Hearing

TRANSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
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REFORE THE
OIl. CONSERVATION COMMISSION
Santa Fe, New Mexico
Augvst 1&, 1954

IN THE MATTER OF:

Application of the Conmmission, upon its
owr: motion to consider an order promul-
rgating rules and regulations affecting
and concerning the Fulcher-Kutz -
Pictured Cliffs Gas Pool, the Aztec -
Pictured Cliffs Gas Pool, and the South
Blanco-~Pictured Cliffs Gas Pool situated-
ir San Juan and Rio Arriha Counties, New
Mexico.

The matters to be considered in the above
styled case will pertain to gas-pool
delineation and definition, gas proraticn
gas well spacing, gas well allowables, ga
proration . units, and related matters,
affecting and concerning tne Fulcher-Xutz
Pictured Cliffs Gas .Pool, and the South
Blanco-Pictured Cliffs Gas Pool in San
Juan and Rio Arriba Counties.

Case No. 729

R Ve o I NI 77 A s W e P S PP N U

- s G WAl e en ew am @n am W aw Sy @ a3 m e W W W e ww e

BEFORE:
Honorable Edwin L. Mechen

Mr. E. S. (Johnnry) wWalkecr
Mr, William B, Macey

TRANSCRIDPT OF HEARING

MR. MACEY: The next case on the docket is Case 729. Does
anyone havekany testimony to offer in fase 7297

MR. HOWELL: Bl Paso Natural Cas Company has some testimony
to offer, we have some., Porhaps we can take a short recess.

(Recess.) -

MR. MACEY: We will come to ordor,

ADA DEARNLEY & ASSOCIATES
STENQYYPL ARPORTEAS
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F, NORM AN WOODRUFF,

called as a witness, having been {irst duly sworn, testified as
follows:

DIRECT EXAMINATION

By MR. HOWELL:
Q Will you state your rame to the Commission?
A F. Norman Woodruff.

¢ Wnat is ycur position, if any, with El Paso Natural Gas
Company?

A I am a Petroleum Engineer in the Reserve Contract Section
in Houston.

Q¢ Have you testified previouély before this Commission,
giving your gualifications and training as an engineer?

A I héve.

MR. HOWELL: Are the witnesses qualifications acceptable as
an expert withess? |
MR. MACEY: They are.

Q Mr. Woodruff, what is éhe rature of the studies which you
have made, or supervised in the making, with reference to the
Pictufed Cliffs. Pools in San Juan Cbunty, known now as the South
Blenco-Fulcher-Xutz and the Aztec?

A Our company makes continuing studies of these pools, since
they are-sources of gas to supply our requirements. In an effort
to better show the Commission both the pool delireation and. an
effort to estaBlish appropriate means of allocation, we made studieg
and have exhibits on the board showing iso-potential evaluations,
that is we have plotted on .this map ==

4 (Interrupting) Will wou go there and mark as El--Pase
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Natural Gas FXhit

~r

;iv No. 1, the map that yon are referrirg to and

shen refer to it as Exhibio Mol 172

(Marked El Paso Natural Gas Company!
Exhibit No. 1, for identificatiotn.)

Q Will you state how that map was made and whether it was
madevunder your supervision and direction or not and what is shewn
on Exhibit Number 17 |

A It was made under my supervision and direction. On this
maP is shown the initial potentlal for each of the Pictured Clif
Wells whiich were completed and for which tests were available, as
of July 1, 1954. Then we have contoured this map on Jlres of
equal potential. The yellow color represents, cr 1ncludes, all the
wells with initial potentials less than 500 MCF per day. The blue
color includes all wells in the initial potential of 50C MCF to
ore million cubic feet per day. The pink, one million to two
million; the light green two miliion to four million; and the
orange, four million or more.

Q Does Exhibit Number 1 then reflect along contour lines the
initial poﬁenbials of‘the presently completed wells in these three

fields, as well as in the West Kutz Field?

A It does, as of wells completed July 1, 1954.
Q Did you mark on this Exhibit Number 1, any dry holes or
have you placed on that Exhibit any evidence showing pinch-out of

the sands- at the edge of the [ield, or separation, or corridors

O

which may exist between the fields?
A Yes, we have. We have indicated by cireli ing in red dry

holes drilled in tris area which went to, or are through the

Pictured 0liffs Formation. The 4ry holes are plugged and avardoned
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wells, the wells that 1id not make commercial producers in the
Picbﬁred Cliffs portion. We find that corridors are apparent, as
exﬁibited tv dry holes beuwcen the West Kutz, Fulcher-¥utz Filelds,
between the Fulcher-Kutz ard Aztec and Fulcher-Kutz ani South
Blanco Poofgiﬂéndicated throughout the most of the entire corridor
the separaticn by plugged and abandoned wells.

Q Did you also prepare a map which contains your reccmmenda-|
tions as to the boundaries of the several pools that we have
mentioned?

A Yes, sir, I have.

Q@ Will you mark upon that map, El Paso Natural Gas No. 2°?

o7

{(Marked El1 Paso Natural GCas Company'{
Exhibit No. 2, for identification.)

Q Will you state to the Commission how that map was prepared|
what was the data used in preparing theﬁmap and the basis of the |
conclusions as shown by Exhibit Number 27 |

A Outlined in a heavy red line on Exhibit 2 are our recommenged
‘loutlines of Pictured Cliffe Pools in the San Juan Basin.. Also
shown, circled in red, are those dry and abardcned or plugged and
abandoned wells which so far as our records reflect, have had &e
indication: of shows of gas in the Pictured Cliffs Formation. There

are also shown wells, half circled in red, for which some show of

gas was indicated in the Pictured Cliffs Formation.

Q@ Have you plazed on Exhibit No. 2 any pressure data?
A Yes, we have. We have shown around the extremities of
each of the recommended pools, pressures, initial pressures recordeqd

for wells., Those pressures are indicated in various colors. We

have pressures of three to four hundred pounds in red; four to five
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hundred in blue; five to six hundred in dark orown, Wﬁich or: the
map looks very much like black; six to seven hundred orange; seven
to eight hundred, purple; eight to nine hundred, lighﬁ brown; nine
hundred to 1,000, green; and 1,000 to 1,100, dark gray.

Q Does that Exhibig No. 2 also show the outlines of the pools
as presently delineated?

A Yes, it dOéS‘ Such outlines are shown in dark, or heavy
pencil lines.

Q" Would you point out, referring to the pools By name, any
significant changes in ﬁh,?pool delineations that you wish teo
rzcommend as -a result‘of your studies?’

A Yes, sir, T wiil. Presently, as presently shown or recog-
nized by the Commission, the Aztec Pool encompasses this area out-
lined with the dark pencil, heavy pencil mark (indicating), which,
as may be seen, is in the northern extremity of the Aztec-Soutﬁ
Blanco trend. The southern extremity, the Commisgsion recognizes
the South Blanco Pool which covers this area outlined with the
heavy pehcil. In‘between the presently designated South Blanco and
Aztec Pool is a portion ofrthe Fulcher-Kutz, or which is presently
designéted as Fulcher-Kutz. This present designation;of Fulcher-
Kutz goes 1in thié mahner, encdmpassing a portion of what we
wou ld caf’?ﬁhe’South Blanco Pool. Development in the middle portiorn
of the Aztec-South Blanco trend has been very sparse, making it
very difficult to pin-point the point of separation between those
two pools. We do find corsiderable pressure variation between the

extremities, of approximately LOO pounds, increasing from the north-

Mo

~Aan_af +the
s A~ AP AR

wesh—portion of the Aztec Ficld to the Southeast-pors
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South Blanco.

we have shown a line geparating our recommended limits of
Aztec and South Blanco Pools. This line is leccated in a sparsely
devéioped area and it is nct proven by dry holes. There is indi=
cated that thers may be an expected pressure differential between
welis in the Aztec portion of the South Blanco portion, of approxi-
matel : 100 poundssa weil being drilled on South Blénco, approxi-
mateiy 100 pouﬁdé greater. Subsequent development may indicate a
need for moving that line one direction or the other. |

Q So that line of, that line whicii divides the Aztec from
the Soﬁth Blanco in your recommendations is a tentative line and
subject to change ag more information becomes available, you think?

A That is correct. I.believe that for the preseunt, for gas
proration purpeses, this line may be used as a separaﬁion between
the two pools without causing any ineguities. :

Q I believe4you have removed from the Fulcher-Kutz Pool some
of the acreage to the south and %o the east there, and have found
the existence ¢f a corridor becwéen the Fulcher-Kutz and the Aztec

and Soutn Blanco. What is the basis for making that separation

A May I ask if you refer to this seﬁaration between Ranges 9
8 and 9, in this general area? .

Q Which you are now indicating on Exhibit Number 2?2

A Yes, sir. We have recommended that separation based on all
studies made. We have based it both on the dry-holes or abandoned
wells there that were not commercial producers. We have based it

on differential in pressures noted for initially recorded pressures
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of individual welis. We find that there is approximately 200
?ounds variation between the average well in the Aztec Pool and a
well in the Fulcher-Kutz Pool. Similar differences were noted in
the soﬁthern portion of the Fulcher-Kutz Pool and the South Blanco
Pool, which indicates to us a separate pobl.. It is also indicated
by-erratig pressures which we attribute to very poor permeability,
permeability also being the governing factor in the importanb
characteristics of other wells drilied both wiZhin the corridor and
the other pools adjacent to the corridor.

We also méke continuing studies, as best we can, .of the
iﬂaisop&chﬁs,based on various-means of logging. Of those wells
whichrhafe 1ogs available, we pick net effective pay, then, based of
that information we make isopachus maps, that being thé‘maps of |
equal net effective pay, thickness. That tvpe of study also indicates
the corridors that we have found to exist, because of Dpressure
differential between the fields and because of the fact that in
the coiridors there are wells that were dryv, or which produced such
small volumes of cas that they could not be made commercial pro-.
ducers.,

) Q@ Do you have any other statement or recommendation tc the
Commission with reference to the poocl deiineations?

A T would say that the condition discussed as separating the|
Fulcher-Kutz Pool from she Aztec and South Blanco Pools also exist
between the Fulcher-Kutz and the West Kutz Pool to the southwest.
There is good indication of separation in all areas except in the
vicinity of the southern border of Township 27, Range 10 Yest.

G 27 North, Range 10 West?

A 27 North Range 10 JJest whers wWae have
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"1 It is indicated both by pressures and by the producing character-

‘hot gone as far towards the extremities of the pools as the Commiss=~

sections. These wells have very poor producing characteristics.

istics that it is an area of Vegyriéﬁubérmeébility; ‘While definitd
separation is not indicated by dry holes in that particular area,
we believe that because of th=2 low permeability conditions, that
effective separation exists, and for proration purposes these
fields should not be cored to be connected at that point.
Q@ Does that cover in brief yoﬁr studies and conclusions in
reference to pool delineation? ;

A I believe that it does.

Q I sﬁppose you could come back and sit down, or do you
prefer to stay there?

;_A Let me carry on a little furthgr; The boundaries which

‘Bl Paso Natural CGas are racommending for most of the pools»are ‘
comparable to the boundaries presently recognized by the Commission

By 1ookiﬁg at the map vou will notice in many instances we have

ion has presently recognized as being within the pool'boundariés.

We have limited dvr pool to the presently developed area.
The>oﬁly major difference being that portion:of the presently
designated Fulcher-Kutz Field,whid;Teel shéuld be designated South
Blanco.

¢ What studies does the company continue and have been made
under your general direction with reference to reccverable reserves
in the Aztec, South Blanco and Fulcher=-Kutz Fields or Pools?

4 TIn an effort to be able to supply to the Federal Power

Commission reserve and deliverability studies of other wells under
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A g e

|presently recommend that they be delineated, or with reference to

contract which K) Paso owns in theso Pictured ClLiff Pools, we make

P

_ A&t e _al ..t A o o oy 3 ;. T v e VoL P
COLvatiday, Suilfiies in an etiLor, Lo now wnai Lhe reserves aro,

@ What s L(he number of wells and how many does El Paso own,
and what information do vyou have as to each of these pools in turn?

A For the Aztec Pool, as of August 1, 195k, there were a
total of 100 wells. Xl Paso owns 51 of these wells. Our records
show that we were connected to 99 of the 100, the Southern Union
Gas Company being connected to the other well.

sNCL

Q

At that point, is tha. “with reference to the pools as you

the poolé as presently delineated by the Commission?

A4 It is with reference to the pools that I recommend.

G The data which you give reflects your recommended pools
as yoﬁ re commend them today?

A Yes, sir, that is correct.

Q Will you pass to the other two pools?

A As of August 1, 1954, in the South Blanco-Pictured Cliffs
Pool ;here were 159 wells. 52 of these wells were owned by El Paso|
a total of 104 were connected to El Paso, 52 were connected to
Southern Union Gas, and we showed three to be unconnected as of tha{
time. In the Fulcher-Kutz - Pictured C1iff Pool, as of August 1,
195h there were 270 wells, 51 Paso had full interest in 53; partial
interest in one well, total wélls connected to El Paso, 73 total
connected’to Southern Union Gas, 190, unconnected, six.
. As %o =ach pool, have you rmado studies to attempt to
determine the ret effective thickness of pay in the Pictured Cliffs

sand?
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A Yes, sir, for wrgvy well thas we have a log; we have

~ttempted te pick the net effective pay.

Q0 Approximabely how many wells 1n each pool do you have logs

A Irn the Malcher=-Xulz Pool we had 79 logs. In the Aztec Pool

3

we had L0 logs, in the South Rlanco Pool we had 101 logs.
Q Did you also attempt to corralate the log with such cores
as you had available for analysis? |
A TYes, sir, we set up a basis for picking the net eilecilve
pay.. Lo settiﬂg up this basis we gsed the core analyses available
and used the micro~log available, vwhich we were very fortunate in
having in this poel and which we consider very good in picking pay.
We also used the drillers' logs as well as the indications on the
electric logs themselves, to set up a basis for pickingineﬁ»efﬁeco~
ive éay. From this basis we picked net effeect.ve pay on.all wells
for which we had logs.

Q@ PDid ybu consider all the information which you hagd avail-
able and could gather on these varicus wells?

A 1 did.

3 Did you reach a conclusion as to the net effective pay on
each of the wells for which logs were available?

4 Every well that had a loz with wnich any net eflfective pay,

ble was studied.

o

sh

b

or pay indication was distingu
5 Did you take these studies and correlate the studies, your

1

studies of net effective pay with the initial potentials of

+

these
same wells?

A  ¥¢ have done so.

ADA DEARNLEY & ASSOCIATES
BTEROYYPE REPORTERS
ROOM 108-106:107 EL. CORTEZ BLDG.
PHONES 7-964% AND 5-9540
ALBUQUERQUE. NEW MEXICO




e ”T:WM :

Fal-1 3
£ ¥
p1roe v

5 Neferving

waieh T will ask YOu

axhibit No. 37

MR. SELINGER:
MR. HOWELL:

A 1T we £ail to nave €

bhem.

Q Will you'sbate bre

{flected on your chart, ghich
A Yes, sir, T wille

nere,

gather the data shown

ecach well having ne

tted the averase in

have plo
of th

the average thickness
iy Number 3, for bae

wells with an average

pptential of 186 MCF. For

nine wells with an average

+o 30 fool jnterval

v :
D tential. For the 30 o
wells with averaf

D S el L
inherva

+a 50 fool *

£ae 40

R

¥

otential of 1,1l
whieh hai init

-~
rg Toren ce

4 R S
3 LG

to identify ¢

1 wonder if those of

Certainly,

ifly the rule

t effective pay W

ivial potential of

: zero O 10 ?o

we nad 1

ge intiﬁal‘potenﬁ’a‘

31al potenti

to the Aztac P

Loloc. Pool, TRV
i1 Pdso‘ﬂatural nas Company's

a5

a

w]l Paso Natural Gas Come

(tarked
pany's Exhibit No. 3, for jdenti

Fication.)
s may have A copy?

s available.

as many &
1 will be glad to furnis

~ough copies,

s ‘of. your studies as re-

is xhibit No. 3?
has been jone Lo

al of

indicating what

First,
we havé~takeﬁ the initial pohenti
iﬁhin ten foon intefvals. e
e wells against

as shnown on ©1 Pado's

Lhos

at intervale 30 thnat,

ot inyerval we have three

thickness of ffve:foot, and averag !
the ten to 20 foo# snterval we had
jnitial p@tential of 297THMCF3 for the 20
initial

> wells with 958 MCF average
+ isopachus {nterval we had 13

LO feco
¢ 1,150,000 cubic

o

1 we hal b%o wells with average

For the interval 50 %0 4G . footl,

521 of 2,299 MOF.

col, d4id you reach any conclusy~
-

S

——————

Lo uin
Ev & ASSOCIATES

——————————
ADA DEARNL

STENOTYPE I;tFOR\’!RS
6107 EL CORTEZ alL0G.

648 AND 5-9346
UE, NEW IAEXICO

ROOM 10810
PHONES 7-9
ALBUQUERQ




12

1on

ini

ct

4%
chne

e

A8

to relatvionship between deliverability or inivial rotential

one hand and recoverabple reserves on thie othor?

A

n

between
Wevﬁave
ability
|characteristics of a well

to initial reserve, you must have the conditions all as of a common

G

time that you have been able to select as a common time when this

informatior would be available?

A

<

‘fter several months preduction or several years production?

a

stween

the initial potentials?

A
A

ve would estimate would be the initial deliverability of the well an

the initial potential of the well, no: volumewise but percentagewise

This graph indicates almost a straight line relationship
net effective pay and the initial potentials of the wells.
used initial potertial here because we do not hava deliver-
of all wells as of & commor. time. To be able Lo relate the

R

to the characteristics of another well, of

Is that the time of the iritial potential test the orly

That is correct.

s, the deliverability tests on some wells are made

pe

That -

ﬁl
o
fia

- ~ 4 ) ‘v s
s correct, they vary accordingly.

What study did you make with reference to the comparison

actual deliverability as reflected by producing records and

We find that there is a very good relationship between what

o

e figure, as to the Aztec Po6el?

What 1s thst percenrtac

I3 3

o he 14

&
o
cr

For the Aztec Pcol we have Ffourd the nercoent

S

verzoility of an average w21l ir the Aztec

e
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wells Initial Potertial?

A That is ar average. Ve do find there are instances where
it varies to one side or £hs other of that lu:p}rcent.

3 In connecticon with the Aztac Poql did yoil make any studies
tc determine the numbeir of veli which were unable to deliver as
much as IOC,OOO cutic feet of gas a day?

A Yes, sir, we have.

§ How many wells are there in that category?

A We found that both krown deliverabilities, and I will re-
fer to those deliverabilities which are acquired as a result of
these commission required tests, the caiculated deliverabilities
and estimated deliverabilities which were arrived at by determining
the percentage relationship of deliverability with the initial

potentials of the wells in various initial porertlal ranges, and

taking that percent and muIﬁiplying times the initial potentail of

the wells for which we had no deliveratilities,then adiihs those indicatdd or

éstimated’deliverabilities to those¢, that we had krown deliverabili-
ties tests less than 100, we came up with L2 wells wiéh deliverabil
ities less than 100 ¥CF per day, 49 of the total wells in the pool;
& What is the acbﬁal experience in operating when leaving a
well flostings on the line ani opesn, . agairst operating condi-
tions as theyvexist? Is tﬁe well's actual deliverability under

Y,

“he theoretvical dsliverability or

0

field corditions rore or less a

calculated deliverability?
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Kutz,.

(Marked El Paso Hatural Gas Company's
Exhibit No. 4, for identification.)

=4
of the wells from which you had computed net pay thickness?

A Yes, sir, we have.

G Will vou mark that as 1 Paso Natural Gas Exhibit No. 4?2
5 Yes, sir.
ixhibit Ho. L, state what the chart shows]

And referring to

>

A It shows that for “he zero to fer fcot isopachus irterwval 1

14
Yine, tnh that is nob ordinarily tho onoo.

G From the experience ¢f the cgompary in oparating in this
area, would vou expect that ir aiddition to the LD wells with delivele
ability of less thar 100,000 per day there may be other wells which,
uﬁiéf actual field conditions, will not be adble to make lO0,000‘per
day average?

A Yes, T would expect it to ke a considerable number more
that could not, under actual field producing conditions, produce
as much as 20 LCF per day.

Q Ir order to save time, I think I will hold a portion of
the testimony back until we have put in the basis as to each pool.
iday I ask this, have you reached a conclusion as to each of these
vools, as to the proper basis for'préséribing an allocation fdrmﬁla?

A Yes, sir, I Have.

Q Is that hasis th= same on each of the vools?

It 1is.
MR . HOWELL:» We will come back to that after we have'put
in the facts as to the other pobls. Let us refer n§W‘to the Fulcher-

Q@ I will ask if you have prepared a chart showing the averaggs
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ThHer: wWars Lwo e
oaer dav; for the 10 to 20 isovuchus interval, 13 wells with arn
averare initial vetential of WA MOR ver dav; 20 to 30 isopachas
interval, 40 wells with ar averaze of Q50 MCZK per dayy 30 to 4O
foot isopaéhus “-interval, 1t wells with an averase initial poten-
tial of 1,175 MCF ver day; 40 to 50 isopachds interval, seven
wells with an average igitial pctential of l,él} MCF per day, and
for the 50 to 40 isopachus - interval, turee wells with an average
initial potential of 2,781 MCF per day.

Q@ Does that chart retflect this information as to all wells
for which vou had it available, or couldjcompute the sand thicknessl?

A Yes, sir.

Q What is'your conclusion with reference to the result of
this study as to a Z‘elatibns‘rf‘?_f) baotween tha initial votential and:
the recoverable reserves in the Fulcher-Kutz Fool?

A - Fere we have indicated an almost straight line relatiénshi
between net effective pay and the initial potential of the well.
While net effective pay is only one of the factors entering into
the reservs calculatioﬁ, it is my opinion that,.due to the close
almost straight line relationship that we have, that the other

factors ertering into the reserwvs calculetions,though varying within

the well,bore of the well, are not the most influential factors
in determining reserves. I believe that the net effective »ay is

ind indicated here as the most detentive factor. For - that

picked =&
reaser: L bBeliceve thet the rslationship here also holds for the

reserve vhich can be calculated under tnese conditions.

Is that statement wnich you have Just made zlso true as

-
[
Sou
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t.o the Aztzc and to the South Blunco Pools?

A Yes, that is right.

3 What study did you make to determine the relationship
between the initial votential and the deliveravility of wells in
the Fulcher=Kutz Pool?

A Similarly, as I attemptéd to explain awhile ago, we knew
deliverabilities of some of the wells and we estinated deliver-
abilities for those wells that we did not have deiiverability Lestg
on. We find that for the 53 wells that had deliverability tests,
that a 13 percent relationship between initial deli#erability and
potential shiould be proper. : ;\M‘ 

§ That is betweer deliverabili.y and snitial potential?

A Yes, sir.

& What studies did you mdke to determine if there were any

new wells ir the field that could not produce as tuczh as 100,000

sut had a deliverability of less than that?

cublc feet per day,

4 In leading up to the answer, in my last answer I

indicated we had taken deliverability tests of the wells and

estimated those for which we had not. I was leading up to the

answer to the guestion which he just asked, of what number of the

s

wells do we consider nave deliverabilitlies of less than lO0,000.
We find that at least 130 wells of the 270 wells in ths pooi; or 48
percen car te expected vo have calculat=d deliverabilities of less
thare 100 BCF pef day. |

& I think the record is:straighc on that, but as I understarn
vour testimory now, vour vercentage figure of deliverability is

L]

basad upor actual deliversbility tests and not estinaterl

L]
W

A Phaot is nsorrect,
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o IL g wvorrr estimate of Lhe vunber of wells in the

o ’with»é deliverabilitvy of less than 100,000 that is vased upon sne
) actual deliverability where tested and the estisated where you do
not have an actual deliverability btest?
A That is correct. '
4 Before I vass the Fulcher-~gutz Ficld, is there anything
elsé you would like te put ir the record with refersance to your
studies of this particular field? |
A Here again, as we indicated in the Azfec Pool, I think
there will be considerably more wells than ihdicated by the percent
stated,‘Whiéh will, ‘under actual producing practices, have deliver-
abilities to existing gas transportation facilities of less than
lGﬁTMCF per day.
| @ Is trere anything else with referencé to: the Fulcher-Kutz
- |Field?
A T believe not.
‘ Q@ Did yoﬁ~make a similar vlat, with réference to the South-
<Blanco-Pictured Cliff Pool; as to the wells upon whiéh you had
2stimates of net sand thickness? »
MR. HOWELL: Mark Zxbibit 5.
Q@ I asked if you mads a similar study and graph for the
South Blanco Pool? |
A Yes, I have.
MR, HOWEZELL: Would you mark that?
(¥Markeda Z1 Paso Natural Gas Company's
ixhibit No. 5, for identification.)
- 4  Referrirg to .0 Paso Namural Gas Companv's ixnivit No. 5,
alesasa state Lo Lhe Comgission what the chari shows as to that study.
-
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A

ltestified tn today, what conclusions have you reached as to the

A For the z2ro Lo ten foot isopzchns intervai, we had two
wells withn 2un average iritlal potential of 104 MCF per day; for ting
10 to 20 foot isopachus  interval we had 15 wells with 515 MCF pext

1
day saverace initial votential. For the 20 to 30 foot isovachus

irterval we had 39 wells with an average initial potential of 1,08}
MCF ver day; for the 30 to 40 foct iscpachus interval we nad 37

weils with an average initial potential of 1,919 MCF per days; for
thé LO to 50 foot isopachus  interval we had sever wells with an
avéfage initial potential of 2,396 HCF per day and for the 50 to
60?foot isopachus interval, one well with an initial potential
of§l8,025 MCF per day.

: L What bdnclusioﬁ do you draw from these studies as to the
rélationship of sand thickness in this field and initial potential?

’ A I have drawn the conclusion that there is almost a straigh
iine relationship between increase in the net effective pay and
:ﬁe initial potential of the wells.

@ Referring now to all three of the pools which you have

pibper method of allocating to each owner, or operator of a well, a
fair share of the recoverable reserves underlying that acreage?

A ?irst; I velieve thatb proper proratiorn should be based »n
Qermitﬁing each individual operator to obtain his reééverable re-
Serves uﬁderlying his tract, I think that we have been able to ghoi
vhe wzll, as shown by the calculated
deliverability, reflects rescerves underlying,recoverable reserves

underlying eachindividual tract. The deliverability so calculatad,

is besed upon, and irfluenced by the various factors which enter

¢t
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into the reserwve calcoulation, other Lhan acrecase. Consequently
itsAuse is a sood comparison of reserves rewaining recovaorable to
one well as couspared to the reserves recoverable to another well.

I recommend for an allocatior formula in each of these pools, 10C
percent acres times deliveravility. The deliverability being that
calculated deliverability required by the Commission.

test has not bsen completed and you don't have ﬁhat as to a parti-
culer well?

A I would recommend that pemding the completion of the
deliverability test that the Commission estimate the wells deliver-
ability, as a percentage of its initial potential and allocate gas
to that well, based on that estimated daliverability. t such time
as the actual deliverability test has been completed, then I woull
recommend that the allowables assigned the well be adjusted in accox
kance with the actual tested deliverability,

¢ I believe wuwe Qmitted to nave you tesitifly a3 to the vere
centage of initial potential which your studies of deliverability in
L he South Blanco Pool showed to exist.

A That is correct, we have not done so.
2 Would you please state whatr you found as to that percentage
A I found a percentage relationship of 13.2 percent between
Heliverability and initial potential for the wells in the South Blan
Péol.

¢ Also, I believe w2 omitted Lo have you testify as to the
wraber of wells in the South Blanco Pool which are cavable of

elivaerings less than 100,000 cubic Teet per day.

Q VYhat would you do in the instances in whic¢h a deliveraoility

d=-

-3

)
o
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 PBeliverability into existing pipeline facilities of 100 MCF or less;
‘|should be placed in a marginal category and be permitted to produce
':leach day its capaecity into existing pipeline facilities so 2s to

Cgive it a maximum opportunity to - be a commercial well.

. fin allocation of gas in excess of its achual producing ability, it

:phould be vlaced in & marginal category and its ailowable nlaced zas

ZOroducing in excess of 100,000, is unable to make its allowable?

‘Hould you rlace that in the same ca

;] el A . - Y e $e 5 PO . [T o N . N TR BRI
A vie fird that elther Mrown or estimnatoel cdieliverabhilities

for wells,which show 63 of the total of 159 wells in the Sonut!
Blanco Pool, having calculated deliverabilities of less than 100
¢ With reference to all three nools, lir. Woodruff, what
would be yolur recommendation as to the proper method of handling

Eal

T thnese

o}

these wells vwith the low dz2liverabilitices, ziving each
wells the maximum opportunity for the operafor and owner to recover

nis investnment?

)

A I believe that in each of these pools, a well havinz 2

Q  What would you do with the wells wnich have 2 theoretical
deliverability, but under practical field operations are unable to
make the allowable that might be allocééed_to them?

A My marginal well classification would be determined by the
wells actuall | producing ability into existing gas transportation
facilities, so that if its  allowable, caiculated by use of the

Heliverability as determined by the Commission reguired test, result

its producing cavacity,

“hat would 1 do wiith any wel wnich 1though capabl b
! ould you do wiih any well, which, although ¢ ie of]

&2

led

egory?

ed .

A Yes, sir, I think that it oroparly shonutd he in 2 marsinal
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catezory, and [ have indiecated in the rnles Lo be recommended Lo
tre Commissior two maryinal catecories for wellsg ard manners for
handling such wells.

< Have you prepared some vrcposed rules and rezulations for
nse in cach of these Pictured Cliff Pools?

A Yes, sir, I hae.

MR. HOWELL: %Will you mark one copy as %1 Paso Natural

Gas Exhibit 67

(Marked El Paso Natural Gas Company's
Exhibit No. 6, for identificatien.)

Q Will‘you state to the Commission, referring to Exgibit &,
will you state what, in general, these rules propose?

A Yes, sir. These rules are similar to the rules recommendeq
by El Paso and 6thers,for use in other pools considered‘in the
San Juan Basin, as well as the rules presently used in;other vools
présently being prorated in New Mexico, so that'mahy of the pro-
visions are more or less what have been standardized, as of this
time. The important features that I.think should te pointed out
would be of the proposed Rule 3 on Page L.,

g Rule 9 on Page L7

A Yes; sir. Starting at the end of the first line on Page
L, "The total allowable tc be allocated to said pool for‘eachigro-
ration plriod and each menthn skall be equal to the sum of the
vurcheser's nominations, with any adjustment wnich the Commission

may make. The Commission first shall deternine and classify the

3
D
i

marginal wells in sald pool., A well in either of the following

=t

- - categories shall be classified as marginal, Class A, anv well whose

producing cavacity into sxisting gas transportaticn facilities is le
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1

than 100 MCF ver day. Such a well shall be permitted to prodjuce al
its producing capacity into existing gas transportation facilities.
Class B, any well wih ch the Commission firds has an actual producing

capacity less than its assigned allowable. Such a well shall t

[}
[¢]

permitted to produce all its producing capacity into existing gas
transportation facilities, restricted only by the allowable it would
have beern assizned under application of the proration formula. A
well classified in either of tne marginalrcategories shall adcrue
neither under-productionror ove.=production.”

& Will you explain your reason for adding that to the rule?

A In order that the total field demand may be allocated in
such manner that it may be produced. Excess allowable should not
be allocated to wells which are incapable of producing it.

Q@ If you allocate allowables to wells that aren't producing
it, is it then possible to meet market demand?

A No, sir.

Q Does this provision as to’'the marginal wells furnisﬁ'a'
practidél means of ailowing the wells to pvroduce all it can make
ahd still not disrupt the purchase:s demands by aécumulating under-
broduction? |
A It does.

Q Without reading this, suppose you Jjust state then your
reconmendation és to the manner in wnich the allowable four a pool
sould be allocsted among wells in that pool?

4 T telieve, possisly, Mr. Howell, in order that it may be

-3 . en e .3 . . e % -7
best undarstornd, that =he riext caragrach srhould be read.
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5 e -1l 1 oyt TR : ey 3 M T . . A . oy 4
A "Phe al0hcatieos of gt need shall e AT il oo 0osllocane

amorie the wells appearine o:n tz2ch proratior schedule In Lae 70

Lhe Tollow-
<

ine marner: (1) the suw of 2 1llownbles for 211 marsiral wells

and ol wells fourd by the Commissior to have ©» actaal prodiucing

s

capacity less than the assizned allowable shall Le subtracted Trom
tﬁe total pool @llowable, (2} a2 tansative allocatior Lo the non-

marginal wells shail be mzde by dividir: the remainine pool allow=
able amorc thevremainihg wells irn said pool in the proportion that

Ph ]

the wioduct of each well's calcuilated deliverability multiplied by
the acrease attribatable to that well bears to the sum of such
’product for all such rehaining wells Lo be prorated, {3) when the
tentative allowable received by a well is ipr excess of its known
producing ability, that well shall be classified as a limited well
and shall have its allowable limited to its producinsg avility for
the period of time covered by that proration schedule, {4) the
allowable for the pool remainins after subtractins the sum of the
limi;ed allowables of all limited wells shall be reallocated %o the
reéaining wells by application of the ssme formula, and KE) if such
reéllocatiCn shall result in placing any other well within the
limited classification, the allowable for the pool remaininz after
subtracting the limited allowables of all s:uch additional limited
wells shall bhe allocaited amor:; thne remzirins wells by applicahioh
of the samé formula until no well has racsived an allowéble'in
excess of its Xrowm producing abilitﬁ." |

1

% Im vour opiricorn, would the application of these proration

n1lt in each owner receliving an

rules which vo: have su
allocatior %hat corresponded to his recoverable reserves under his

57

LT

v

cra

A
j9

§
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A T helieve that withir rouson 19 would do so.

5 VR, HOWELL: Je cffar Sxhlpits 1 thro ol & in evidence,

i o MR. MACEY: TIs theres objection to the Introduction of the
exhibits ir this case by Il Pase Molural? IF not they will be
raceived in evidence.

t Is there any’fnrther statement, Mr. Woouruff, thal you
would care to make or this that I may have overlooked in directing
questions to you?

k‘ } A I can think of nothing else at this time, HMr. Howell.

s MR. HOWZLL: That is all we have.
*‘ ‘ ' MR, MACEY: We will take a short recess.

(Recess.)
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A I made no S
believe that the rules

those wells wouid get en

acreage attributable tc them.

g I appreciate that aspech

thinking of was not how muc

well, bot whether or not new

going to be necessary

position at the present t ime?

that

x

A I think, certainly,

here that 1t should be set out in

prior tO the institnution of these

come ir and hoid special pool re

tract upon which Shey
rule

i‘f.‘!‘.*}] or of t,hese 1 'S e

~

ADA D

pecific‘refereu
will provide, bV their

allowable based on,

h,acreage was to be at
applications to

uynder your rules,

a
ware drilled,

e ———

EARNLEY & ASSOCIATES

o of the witness?
MR. GREINERL 1 nave 3 [oevie
VR, MACEY: re Creineie
¥R. GREINER: A 5. Greiner, gouthern Urion Gas Companye.
; CROSS EEAEIEATION
By MR. GREINER:

Q Mr. woodruff, do your rules, as recommended to the Commiss
jon in youf gxhibit 6, I believe 1U wWasS, make any orovision 2s to
the status of wells which were drilled on unorthoedox spacing units?
That is Lo S3Y, drilling units of. less than 160 acres at a time
prior toO the day when 160-acre spacing was first put into effect
6y Commission Order. in this area?

n Greiner. I

és to that, Hr.
verv nature, that

in this instance, the

of it, Mr. woodruff, Wwhat I was

tributed to such a

the Commission was

e their

in order to validav

is not clearlv stated in

if it

such rules that wells drilled

rules should not be reguired to

rin in order to ralidate tne

under rules prior O the insti-

e
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¢ Ir other words, in

rules, whether or noft it is

draving up your rules, vour orovosnd

so nrovided, you did rot intend bto

have drawn?

recommend to the Commissior that individual hearines, such as we

L3vd ]
often hear in this room, be necessarily held in order to zet L -an

)

into good stacding urder your rules, 1is that éorrect?
A That is correct,
¢ Referring to your Exhibits 3, 4 and 5, I believe vou Leostip
fied that veour studies indicaned, and these charts presented, what
you termed an-almost straight line relationship between the initial
potential of the wells under study and the recoverable reserves
underlying sucﬁ well tracts, is that correct?

2

A  Yes, sir.

Q That is, to say, iritial recoverable reserves not present

A That is correct, and your statement is generally correct.

& Wasn't your pﬁrase ahralmost direct relationship?

A Yes, between the net effective vay and the initial potentigl
of the well, which I then went on to explain caused the relationship
to be almost the same for reserves.

P

% In other words, this is matching net sand thickness agains

L

initial potential, original initial potential?

A That is correct.

Ay

C On these three exhibits. are 211l the circles indicating tn

averages of vour wall gzroups exactly on the straight lines which yo&

A No, sir.

e

e There is deviation in the case of practically every one of

- . z A4 Xy
trose cireles, is thers not, Mr. Yoodrufl?
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‘or do the iso-votential lines that yvou have drawn cut through 160-

- {shew is merely 2 relationship between initial potential and sard

A In many instances, ves, it could be somewnat due Lo the
choice of the pluace to draw the lire. lHowever it very closely

tralgnt=-line relationshio.

approximates the

N

G There are more voints off thar there are on, are there nod
on each of thew?

A ‘t'hat is correct.

Q What, in your ovirion, causss these deviatiors?

A There may be varying féctors causing it, Mr.. Greiner,

Certainrly it could be the other factors enterirg into the reserve

Q@ You have not made studies, I gather, as to variance or
consistency within the three fields here under consideration, as to

these other factors?

o 23

No, sir, I believe it would be impossible to do that.

@ Referring to your Exhibit 1, the isopotential map of the
three pools, does that map indicate that for each of the 160-acre
units surroundiné-each of the presently drilled wells that there
is an egqual initial potential, probable initial potential assigned
to that acfeage?' That is to say, is it set up in léQ:agre blocks

acra drilling tracts?

2 )

A4 I am sure there are instances v

®
]
D

it cuts through.

p—

G In vour opinion, ir these 160-acre drilling tracts, is the

sand thickness of each identical throughout?
P ¥ 3 Y . 1 N < - 3
A L aouct: tnhat it 1s.

U  In other words, assuming that there is some relationship
. ’ v

betwezer initial potential and sand tnickness, what yov ars able to
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method of stimulation used on the wells completed in thess jools.

that correct?

A That 1is correct, being the eonly informatlon that we krow #f

the tract assigned to that well.
% So, it does not give us any information as to the outlying

areas of the 160-acre tract away from the well-bore?

A No, sir, it does not.

hove

Q Are you sufficiently familiar with this area to know
whether any of these wells are stot, or have been shot after they
nave first been brouzht in, in an effort to increase their initial
potential?’ |

A I believe in almost every instance there haé bean some

Q Have cthese stimulatory efforts been sucecessful?

A To varying degrees, yves.

Q In other words, some have been more successful than cthers
in some wells they have worked better than others?

A That is correct.

@ Both on an absolute basis and a relative basis, that is td
say, relative to what the initial potential had been before shqotiﬂ
and treating?

cecause of not xnowing exactly what your quast

FY

A I hesitaie,

+

means.
b Wrat I was getting at, say, & well which bafore shoohing

1itial potential of 100,000 a day, it might be

&
€20
I}
3
=t
¢
[

would have
ircreased to as unch gs 500,000, ould that be within the rance,

el ares e e ep 4 ele | T P S R N Pt koAt ; FRSEY
and yel wo omisht have nad snctncr which had an initial potential

[ Vv

S

PJO
Q
o}

of 400,000 a iav ard it was ivcrsassd to 1,000,000, In that cass,
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P
the absolute 1ifference on the onw hand was 4,000,000 ard the other
600,000, so, 17 there was an abzolnte ﬂiffﬁrghéé;éhﬁ yet the
relative difference between the two is gnite different, in the
opposite direction. That is bé say, Hhe cne had been increased by
some four times and the other by some two times, I believe. I have
forgotten the exact figure I used. Is that correct?

A That is correct.
Q Did this increase,' . initial potential increase recoverablle

reserves underlying the tract?

A Tt is my opinion that it did increése the recoverable re-
serves underlying this tract, that being those reserves recoverable
within the time that ve willi have demand for the gas from these
pools.,

Q What is that period of Sime?

A I cannot express ir years the veriod of time,-but we must
be able to supply the market demand, else we do not keep the market
demand. »

Q If a second well had been drilled on this 160-acre tract,

we will assume, the same initial potential of the first,.

having,
would that have resulted in this tract having twice the recoverable

¢t

reserve that it had when only one well was there?

A  Was vour question, if an additional well was driiled on
the same tract?

¢ Suppose wez get a 500,000 LCF well, or cubit foot well on
160~acre tract, We then come in and drill znother ore right beside

it or s short distance away, aril it comes in with an equal initial

34

nrotential, wou'd ve, by she drillines of the second well, have

By - ) 4 « o - -~ .
doubled the recoveratle resarves underlyving the 160-acre trach?
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4. No, we wouldnti..
« Does nol that, tner, vend Lo indicate Chas somelning other
than purely initial potentials or the related factor of deliver-

avility which rrows out o7 much tae same Tactor as initial potert-

-~

ial, does that rot indicate that, scmething clse needs to be con-.

sidered, merely than the initial potential or the deliverabilities
of the wells?

]

A Yes, sir, it does.

& Would acreage ss ar additional element in ar additive type
formula? I am not asking vou now with respect tro any varticular

percentage of acreage, but weculd the presence of an acreage factor
ttend to bring the data based purely on deliverability more nearly

into line with probable total recoverable ressrves thaé if we had

left it purely on a deliverability basis?

A I doubt that it would, Mr. Greiner. You fail to consider

I velieve, in your questions -of me, &t at d

eliverability alone is

not what is used irn the allccation formula. T said, ieliverability

related between the well's recoveravle to one well and the reserve

recoverable to cne well and the reserve recoverable to another well

I have alsc included as a multiplying factor the acreagse attributab]

to that well. Under iritial conlditions vou mav drill a well on
each acrs and get the same initial potential, Bub alfter the well
had produced, we fird tratl its initial potential, or as these wolls
produced we would fird that the initial potential of those wells
depleted much faster thar the initial petertial would have depleted
nad there been only ore well on Lhat tract,

N ey T =33 PR N B W Sl Lo R LAt T e Ty M

o 10, 4 Thlnra, dre piaging LocC wCO embrasis on oy L8887t

| e
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question, ¥Whit I was bagsinz that on.was eather the facy that woo

b

have herce 2dmiicted vacilances 1o sandl Lrickresy and presumsbly also

in the other factors affecling deliveravility within 14C-acre drill

ing gnits ard, therafore, is it noit reasonable Lo suppose that some
sort of an averaging factor misht well be worthwhile, since or the
average these tracts will probably tend to approach the rormal in
their outlying areas rather than deviating nmore widely frow it?

A I do not believe that such an averaging factor would be
approﬁfiate, Mr. Greiner.,

Q -As far as you are willing 2o go is, then, | gzather, that

you are not Dprepared to state that deliverability'-is the perfect

test, but you don't think we can improve on it by adding any acreagé
factor alene, is that correct, as opposed to merely a multiplier?

A I believe that essentially stales my belief.

MR. GREINER: Thank vou, Kr. Woodruff.A

MR. MACEY: Any further guestions of the witness?

MR. SELINGER: Mr. George Selinger. I would like to ask
a few questiocns,
By MR. SELINGER:

Q@ Ore question with respect to #Exhibit 6, which is vour pro-
posed rules, will vou get that before you?

A Yes, sir.

& On Rule 2 vou nrovide for a 4drilling urit of 160 acraes and
in Rule 7 for alloéation, vou nrovide for a 320 acrs unit, iould
bou kirdly explain to me and %re Commission and anvbody elsa, is it
kowr irtention to vrovide a drilling unit of 1£0 acres ani ar 2allp-
catior unit of 220 =eres?

A It s oy drntentior no vermit the dArilling of wells or itracts
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as small as 160 acrese Tubw-

- {Ivterrupiing) And by vour Riie 7 yon will reguire such
units of less tran 320 acres (o have %o come ir and hawve a hearing
and got an exemption, cne way or tne otrer? |

A I do not belicve that the rule so vrovides. It was my
intent ir writing the rule, to permit a well to assizn up to 320
acres, or arproration.gnit, but Lo prevent the drilling of wells
or tracits less than 150 acres.

& It is your intention then to require 160 acres for drill-~

ing a well, but before you can zet an allocatior formula and an

(4

allowable under any allocation under 160 acres ybvnwould have to ge
an exception? |

/ MR, HOWELL: I dontt tnink the question is anythine but
arg?mentative. In Lea County vou have established s proration unit
of 640 acres. You have permission to drill on 180 acres without
the necessity of coming in for a special hearing, and there is no
more reason to beljeve that ir the San Juan with an allocation
unit of 320 acres and a drilling unit of 160, vou would have to ask
for special heafings»than exists in Leza Countv. I think that is
the intertion that the rules are ‘intended to prescribe.

¥R. SELINGEZR:; You zare in error ir the 160 asres in South-

east Hew Hexico, we d0 rot nave to get>an axception at all.

| MR, HOWELL: That is correct, urless in is an urerthodox
urnit.,  Yhere this rule sars 320 it says 3L0 orescribed, and that
aralocy ir the Lea Jourty rules is the same, that thers is roe necess
for havine a special hearing or mebtirs an
arorthodov locabtior tfo 4rill orm 150,

rem

Ny TR NTAT - N SR fal Ay . 4 “ e v s [ ~vs e g
7. SELINGER: [ subpit to the Jommission t-at the rulos,
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e Arilline unit, Rule 7 regiires 320

permits 160 acr

an that. I was merely

oy yemr ceyye §ode Y -
arwoanivi o Less b

witness wnetner he intended that, He

said he -does. That don't have to argue it

any further:. I just wisnh to point that out to the Jomrission.

Q& Now, Mr. Greiner questicned you witlr respect to your

+h

curves, your Bxhibits 3, & and 5. Do you have them before you?

A Yes, T have then belore me.

¢ Will you look on your kxhibit 4 and 5, and will you tell

.

the Commission wherc vour starting point is for your curve? Exhibi

4, for example, wherc do you start

vour curve?
A Bxhibit 4 refers to -~ which pool, the Fulcher-Xutz?
Q Your point of origir is what I am inquiring about, as to

oo 7
[

your acreage. Where does that start on your acrea

A On the particular interpratation of vroper curve here it -

would starf somewhere in the vicinity of, I would say, three. Did-

you say acreage?

") Yés, your thickness?

A Net offective pay would ‘ve someﬁﬁere in the viéinity of
three feet:

C If you had a well with thres feet of net sffective pay,

L4
H

would it have 2 potentials

e curve

A It very well would be possible, MHr. Selinger.
Tl vy na . e s . C o ‘
more wroperly could have been drewr naving the line originate 2t

zero thickness and zerc initial potential,

G Mr. YWoodruff, is tnat the customary way of starting the

point of origin of thesa ith zaro net effective pay and

Curves v

zoro potential?

A\
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A 1 ¥now of ro customary way of dolr: i, o interproted
the appropriate lines to draw throush these voints ani they fell
as vou see them indicated con these curves,

£ Also, with respecht to 5, where does that point of origin

of that curve show up on vour avararse thickness?

I bzliecve it would be right at zero thiclkness mni zero

initial petential.
i Your Exhibit 5, the South Blanco -~ Ne, that is Aztec, I
am talking about South Rlanco. #shere is your voint of origin of

that curve?

A Tt wéuld be in the vicinity of four feet.

& Would that four feet of net effective pay’have a zero
potential?

A I do not know.

Would it have it or your curve?

S
A

Yes, it would indicate that such a well having four foot
net effective pay would have zero potential.
&  From your study of the field, would you say that there are
wells in

Ysuch the South Blanco~Pictured Cliffs that have four feet

of ret effective pay with =

- 4 T weuld not believe that ¢ +21ls completed, I

£ net aTfec

rt o 2
ive pay. I question whether these walls that ware completed,
which are represented by that voint, the two wells having an
average of 104 MJF ger day would btz commercial, in my way cf think-
ing.

. But, vou shéw or: Ixhidbit 5, which is the South Zlance, two
wn1ls wich five Teont of nou 2ff2ctive vay that doss not feollow our

Cr
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|net effective pay as'having a potential of 160,000 cubic feet, is

vy e

origindl thrree nour taverrage colbestial of zero, is thal corracy?
The f.-;o:ﬂi Ve a ca}ézici?;}.’ of ome hundred souwn odd bt ousard cubice
feet, is that correété

4 1 dontt beﬁieve your statement i; correct,

& You stated?xith resnoct to Lhese three --

A (Interruptifg) Excnse me, Mr. Sélinger. I do not believe
your statement is a %orrect indication of what I said. I am not
sure whether what ycu stated was correct or not.

Q Wwell, ir. ﬁbodruff,'you are the dxpert. You drew up these
curves, and we will iet the record snow wiether they are drawn up
correbtiy or not. Wé will let it go at that. Now, the interval

from thése Exhibits 3, 4 and 5, take, for example, Zxhibit 3 to

start:with, that is four Aztec., On that Ixribit you show five feet
thaé coﬁrect?
?Al My figure réflects 186,000 cubic fect for the thrae wells,
witn thickness be weén the zero and 10 isopachus‘intervals. .
Q 1856, you say?
& Risht.
Q “What does thé 15 foot show the potential to be?
A 297 WCF.
3 Trat is . a difference of 111,000 cﬁbic feet, is that correc
A Yes, sir.
¢ ihatdoes yourﬁZS oot interval show?
i It shows ar averaze initial potential of J5¢ KCF.

The difference netuweern 255 and 297 is how much of a

L7

A I suzuracted it to ks 5A1.
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& Without gzoing throush all theae ten fogot intcrva}s,'wéu}d
you tell this Commission whether or not tle difference in the open-
flow potential capacities of the various classifications, forkS,
15, 25, 35, 45, 55 have the sams difflerence in potential, or do
they vary?

A  The vary.

& Do they vary conéidevably?

A What do you mean by considerably?

-

Q Do they vary as much as a miilion cubic feet in a potentia
from one classification to the next? Take your L5 foot interval,
for example,'what do you show the openflow potential on‘that L5 net|
feet of pay? | :

A 1,115 MCF.

;

1,1152

> &

Yes.

G Vwﬁat is your 257

A 2,399 MCF.

Q@ What is the difference between the two potantials?
A 1,28k,

Q A million two hundred eighty four thousand?

4 Bighty four.

@ All right, what is the figure, the difference between
two million, three hurdred rinety-nine, and one miliion one hundred

fifteen?

]
)
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§ Do you have that much of a differerce in any other of

>

the average pay ULhilcknesses?

A I ao rot believre that we do.

Q Hew do you account for tﬂéfﬂvariation in potential, as
compared to each ten foot interval oh&your net effective pay?

A As previously»testified to, I attribute that to probably
be caused by the influence of the other factors entering into the
reserve calculation.

Q What other factors influence that? Which 1s the greatest
factor that is known in the common allccation factors of any formul

A What do you mean by that? |

8 Well, in a gas allocation formula, what factors do you

take int6é consideraticn?

A Well, properly, or ideally vou should allocate the gas
with relation:to recoverable reszarves.

Q T am talkine about an allocatiorn formula, what factorc do
you consider ir an allocation formula?

A The factors which you believe will best resﬁlt in alloca-

tion to each individual well, the reserves recoverable under hthe

|tract assigred that well.

Q You zake irto consideration the acresage irn the formula?

A- Yes.

& You take into consdieration the net =2fTactive feet of pay?
A Yes, sir,

3

¢ Do you taxe inte consideratior the potential?
AT

No, sir,

Do you tak%e intc consideration pressure?

ADA DEARNLEY & ASSOCIATES
STENOTYPI. REFORTIRS
ROOM 105-108-107 £L. CORTEZ BLDG.
PHONES 7-9645 AND 3-9546
ALBUGUERQUE, NEW MEXICO




A 'Yes, sir,
§ How do you take into consideration the pressure in your |
formula here? |
A The deliverabilities calculated for the various wells, or
for a well, will vary as that well's pressure varies. Consequently,
pressure is considered in this allocation formula.

Q@ In order to take your deliverability and make your calcu-
lations, you must take your pressure, is that correct?

A In calculating your deliverability you must use pressure.

Q Among the other things under the statute which the Com-

mission is required to look intn besides waste and recoverable re-

serves is the minimization of drainage. How have you taken inte
cohsideration such minimization?

A I believe that any formula, that as nearly as‘possible
allocates to each well its recoverable reserves ﬁill come nearest
to preventing drainage between tracts that are not compensated by
compensatory drainage.

9 In making your study on these three fields, I believe the
actual deliverabilities were taken on; approximately, a third of
the wells in each of the groups? 7

A 1In the Aztec.Field there was 351 percent,.in the Fﬁlcher—
Kutz there were only about 20 percent, inthe South Blanco there
were about 40 percent. |

Q@  They vary from 20 to 51 percent, is that correct?

4 I believe that is correct.

@ Your study included the logs of wells for which there was
logs available, i3 that. correct? A That is correct.

4 Can you tell us whether or not the operators in drilling

) ay thicknesses of the formation?
these wells, penetrated %l]i;} D%/f\.m&ll_lsev GPA SOCIATES
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e et by

|determining factor in ascertaining reserves, is that correct? T

iy

4 There way bo some inscanrces whoece She antire pictured

01iffs formabion was rot penetrated. § Shink 7n aimost avery
instance you may expect that it went through thé entire Eesa'Verde
Pay, such is my recollectior.
¢ Your recollection 1s that --
- MR, ﬁOdELL: The_éichured Cliffs, you mean ==
Q The Pictured Cliffs. Your ﬁestimon? was that the entire
Pictured Cliffs was logged, penetiated by the wells and logged?
A  For the most part of the wél]s, that is correct.
For the :majority o, the wells on vour study?

Q
A Yes,’
Q

‘T believe you said that the net efféctive pay is the most

have that written down, I just want to be sure that is correct.

A T believe thét to be correct in:thege pools.

Q@ Do you have the net effective pay of%ali of the wells in
eaéh of ﬁhese three fieldé? ;

A No, sir, but I had the net effective! pay for all of the -
wells,that and any other data, otﬁéf than preésure, thét may be
determined. |

Q@ In the‘Azbec there were LO out of the hundred wells, is {h
correct?

A Yes, sir.

@ Ir the South Blanco there were 100 oqt of the 15972
A"iOl out of 154 walls.

& Out of 154 wells., In the ¥3lcher Yutz it was 79 out of

18
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A That is correct.

¢ MNow, aside from your 10%5 and y§;r>déliverabiiigiés;rwbdh
other factor, of the factors we were balking about in an allocatlion
formula, do vou know on each ana evary unit in the fielﬁé Without
any calculation or without any éxstmb]:at’ims what krown faefor o
you have available to you, as ﬁhe fields exisi today?

Initial potentials and initial pressures.

=8

Do you have the acreage krowrn also?

> &

Yes, sir.

1

How accurate are yourfinitial potentials, by that I mean,
were titey full 24 hour tests or were they a. shorter period and a

calculates 2L hobhi' potential?-
A You are referringz to initial potentigl test?
Q Yes. -
A They were all three héur initial potential tests, taken ir|
accordance with the rules and gegulations of the 0351 Conservation
Commission.

3 Are they taken regularly or just initially?

A Just initially.

N !

e How

v

'e)
(%

-y

old are the wells that are producins in each of these

three fields, what is the discovery date of each of them, if you
have them available?

A T 4o have that. The Aztac Fool was
1941, the Sonth 3laico Poel was discovered in Jurne, 1951, the
Pulcher-Kutz Pocl was discovered in two separate areas which ars
row consider2d as cne, the Zutz-fanyon portior was discovered in

1{0“Ov At T :nﬂil
aALgcoveradl 1In APl

[0

.= ~ 1y > iolekel T A3 S = o S re
veher of 1227, the [milcher Tasin portion wa

o

D S S e
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3
:
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of ] ()3’; .

G Vithout goines into too much decail of the previons gnas-

tions ard arswars thal we hal orn a previous hearing, I Just want Lc

roughly brine your nmind backto that series

with respect bto the other pool in the Rlanc

Mr. Woodprulf, how lo you test ascertain the reserves under each

tract and under a field?

A 1 believe by the pressure decline nethod.

Q In order to --

-

A (Interrupting) May I claborate on

of qu

o Fle.

that

decline versus cumulative production method.

aations and answard

ld. As an engineoﬂ

)

to say, the pressurn

Q@ I will ask you whether or not you have had sufficient
enough production in these three fields to make calculations, using
that superior method?

A T do not believe so.

Q Vhy is that?

4 Bocause the dafa is not available upon which such a compu-

tation can be made.
Q You mean you dc not have the accumulated production?
A We do have accumulative production,

7Tl

wny is it that you are unable o make such caleniation?

)

A  Because w2 do not have adequate pressure history to make
such calculation,

LY . .-

W JO yOou Know The original prassure ol each obf thne Lnrea

Al 1 o

4 Ve have fair indication of wnat 1L was.

.. o~ o . N R _ i " .
« 2 the tating of the grassures today, can you ascertailr
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the decline from the original pressure of each well?

A Yes, Sir.r

3 Would you not he éblo to ascertain the reserve that way?

A Oh, I wuld question the accuracy of that, having only
one point to determine such a reserve caléulation on,

Q What do you have that is more accurate, from the informa-
tion that you have available, now, to determine reserves?

A I consider that tiie deliverability tests that are taken,
both as influenced by the pressure declire which has been experienced
and the variations in pressures, 'due to variations in cumulative prdg-
duction for the various wells within a pool, as well as being influ{
enced by the other factors used in reserve calculation. I consider
that as a more appropriate ﬁeans offrelating reserves between wells
at this time.

Q@ You mean thenm that in the Fulcher-Kutz, with only 20 percent
of the wells' deliverability being ascertained, you say that is a
more accurate method of &etérmining-the reserves and allocation for-
mula which will give the prdper reserves to each operator?
A I don't see that the percentage is a factor to determine it
there. I think, and my estimate was based not on the relation of
the 20 percent to the whole 100 percent, but to the 20 percent, the
corresponding data known on that 20 percent. I think it gives a
reasonable indication of relation between reserves and the instance
which I have plotted here, initial potential.

2 You mean you are going to use the information you gained
From 20 percent of the wells to average it for the entire 100 per-

cent pf the wells?
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A T am going Lo muse the dats accerued for each frxdiviinal wel
to determire what that well's allowable should Le.

Q  If over two nmindred siellst deliverabilities have not bheen
ascertaired, how are vou going Lo determine its proper share of an
allowable?

A By taking its deliverability?

&

Are we in a position to take those immediately?

A Yes, they are presently being taken.

O

How long does it take to take a deliverability test?

e

Oh, --

1

(Interrupting) - Under the rules prescribed bty the Commissi

| Q bn,
E I will confine it tothat?
A I bhelieve it takes five weeks.
P ﬂQ And do you believe then that the Cormission would te in a
g position to institute proration, based on the dellverability, where
? ever two hundred wells have to take the deliverability test before
; a proper relationship of reserve can be ascertained?
A T didntt understand youf questioﬁ.
Q@ I will put it this-way. How 1oﬁg would it take the Commisf=-
B jion to institute prorationing, by taking the deliverabiiiby of the
reméining wells in the Fulcher-XKutz, how long +will it tak. 270 well$?

A‘ ibbelieve the ﬁest period terminales at October 31st of
this year, at which time it is oxpected than all tests will be
completed. ;

Q So, then, under your recommendatidn, it would be probably
the first of November tefors you could accurately nhave the delivere-
abilities of gl tne 270 wells in the ?uléber—ﬁuuv9

‘ ADA DEARNLEY & ASSOCIATES
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G r. Woodruff, you were present, were you not, at a previou
héaring in whiéh we recommended 100 percent acreage times pre%sure,
o another pool in the Planco Field, were you not? " -

A T was presentvwhen that was recommended for the‘Elanﬁo-
Mesa Verde Pool. A

Q@ %ill vou tell this Commission why acreage times%presﬁure
cannot ve used as an allocation formulé for the Pictufed301iﬁfs?

A I wouldn't say that it couldn't be used. :

"Q It could be used equally well as the deliverabiiityi

A I do not believe so. |

Q Vhy?

A Because I just got through trying to explain to you; Mr.
Selinger, it includes only one of the factors entering fnto éhe
reserve calculation where the deliverabllity incluucs nﬁt oniy one
féctor; but it also is influenced by the other factors énzerfng
into the reserve determination. |

Q You mean then that vour decline.in pressure frém yoﬁr

. o ) originals : :
nitial, known initial for each of the 3/. pdols and your pressures

e

which you are going to take betwaen now and Cctober, that dec¢line

B

cannot be applied {er an allocation formula?
A T don't see how you would applv a decline in pressure to
an - allocatior formula.

&% Do you rave the pressuras at all times that deliverabilite

43
A That is correct, or it probably will Le that tige Lafore
we nave them, Tt is nossible to accrue thom prior Lo that time,
thne
but under/present schedule set out that probably will be the time
at which they are all available. 3 . :
~ I
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ies were %Laken on?

A Yes, sir.

& You havre those pvoints., How many points do some of the
wells have on the pressure determination?

A One.

 You mean that a well that was, no wells &}
points of more than one point, is ﬁhat wnat you are saying?
4 They have Onevfldwing and one shut-in pressure.

Q How many deliverability points do you have?
A

One.

&

You say that the‘delivefability is far and superidr than
the pressure point?
A That is what I said.

Q@ Now, in answer to a question from ir. Howell, you said

that?

velieve that the allocation

A In such words, ro. I do

4

férmula reconmriended will more nearly pefmit the production of the
demand exbressed than‘any other of the aljocation formulas that I
am presently familiar withn,

@ Will any other allocation formula fulfill the market
demand for each of the respective pvools?

A Conceivably all of them covld f1fill the market demand.

But, ¥ consider that it will be fulfilled, vou micht say, with the

Ay L i, ~

greabtz2st 2882 ==

hat have pressude

recommnended 100 percent acreage times deliverability. Do you recall
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whose solicitation you were looking out for.

2 (Interrupting)  Lasc Lo who?

v

A Well, I will start out like this. You may start out witi
100 percant acreage ani we ara speaking herc of ease of determining
the allocation to be assizned to each irndividual well, by applica-
tion of an allocation formula so that the total market demand maj
be allocatéd where it can be producedg

Q lMr. Wobdruff,lI wasn's tryiné to embarass you, I was try~
ing to determine whethef you meant ease on the part of'the?pipeline

purchasers, Lo get their amount of gaQAthat they seek., That is whg

mean?

(]

A I think that it will be ease for both. I wasn't hecessari
embarrassed, I was just trying to explain somethings

Q@ I wasr't trying to trick you. I was trying to determine

A I am looking for the reasonable means of allocating gas
in these pools.

t easier to administer or 100 percent acreage than on

te

Q Is
100 percent acreage times deliverabiliﬁy?

A No, sir. | '

'Q You ﬁean there is no more calbulation than 100 percent
deliverability?

A Did you rot as me whether or nect chers would be more ease

e {(Interrupting) On the part of the State?

4 (Continuing) -- on calculating on 100 percent acreage than

s deliverability? T say no, there will

It

on 100 percent acreaze tim

not e,

iy s S~V . I i S - e - 3= T 2. 3
¢  You mearn talting the toval numbar o wells and Afviiing ig

cr

1y
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into the allowable and then taéiﬁg the delive;ébilities' tests an&h
exstropolating your percentage of potential, that doesn't put an
additional burden-on the State in administering gas proration?

A uI believe we are discussing market demand améng the wells
in such a manner it can be fulfilled. |

4 We are talking about ease of administration on the part of
the State. You said it was just as easy one way or the other.

MR. HOWELL: Just a moment. What Mr., Woodruff stated, and
we object to‘your questioﬁ, what Mr. Woodruff stated was that in
order, in the first place he stated that an allocation formula
should beAdesigned 80 that each operator could meet the market de-
mand, the market demand should be met. He stated that it was easier
in administering it, to administer a formula based on deliverability
which he recoemended than a formula based upon 100 peréeht acreage,
which you asked the question about. I am sure that Mr. Woodruff
would be happy to explain to theiCommission, and you, in detail the
reason he says tmt. |

MR. SELINGER: 1 am not stopping him if he wishes to do
that.

| Q@ The only thing I want to get down is the ease. I want to
know the ease fbr wvhom? We were progressing to ease on the part of
the State invadministering gas proration., That is the point we
régched;

MR. HOWELL: Thaf is correct.
A My statement ﬂow is going to be pfemised on the ease in
calculating allowables for wells, so that the total field demand may

be allocated in such a manner that it may be produced. If you allo-

cate on 100 percent acreage basis and give each well on the same siz
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tract the same allowable you will Tirg shal many of the wolls canng
produce the allowable assirned. You will then have to restrict
those wells to the allowable which cney are capavle o producing,
recalculating the allowable for the wells that are not in a marsing
cabegory. By marqinél I mean the walls Lhab were restricted to
their producinz ability, and in recalculating their allowable you
assign the remaining total market demand, after having subtracted
the allowables of the marginal wells,

gfter reallocating your demand in that manner, you again
have wells assigned allowables in excess of their producing abilit&

Similarly those wells are restricted to their producing ability.

Their allowables are subtracted from the remaining market demand.and

then ﬁhe mquet demard remaiﬁing after subtracting their allowables
are distributed among’the remaining non-marginal wells under the
applidation of‘the allocation formula. After assigningrallowables
in thét,manner, those wells which have allowables in excess of thei
producing capacitylwill have their allowables restricted to their
roduding capacity and the whole vrocedure will be gone through
again.

It is almost a never ending procedure in trying to get all
wells that have, it is alrost a non~ending procedure in trying to
acsign allowables to wells in the proportion that tney can produce
ani not have allowables assigned to them in excess of their pro-
ducing deliveratility. The nearer you get to the 100 percent
acreaga, the more acute is the difficulty in assigning the alliow-
able without having to have the reallocation many times. The

allocation formula is, the greatzr ease will be in the 100 percent

o

h)

]
Uh

zllocatior “ornila. Tha ~wraabtar sass thar vou will rave 3r assiconi
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he allowatles, because by utllizing deliverablilivy, you start off
assi~ning wells allowables more nearly capable of whar they are
producing, particularly in these Pictured CLifD Pools thab we have
under discussion. I think that any formula that you institute, afte
going through all of thesc steps thal you would have to go through

to get the allowable assipgned o wells that couldn't produce it
would end up very nearly with assiznment oi allowables of the
nature you would have by initially having an allocatlion formula of
100 percent acreage times deliverability.

Q Are you through?

A I believe so.

§ Will vou turn te your Rule 9? Do you not do the same pro=-
cedure in your Rule 97 |

A wWell, I am sure that you do.

Q Let me ask you this, with respect to your 100 percent
acreage, under such a formula you do not have two different types o
classes of marginal, you just have>one, and that is all wells
unable to make their assigned allowable are considered not top
allowable wells, is that corrsct?

A No. I believe that under any type of allowable you wduld
have both categories of marginal weils.

G - Do you have that now in your gas wells that'are now
Do you nave apy marginal wells?

prorated in New liexico?

A Tes, sir.
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prorated fields of Southeasi Lea Courty.

I

L
0N

it tobl morc correct Lo say tnat Lhoy ars elthor top
allowablc wells or not top zllowabic wells?
| A If you ﬁesife to express it that way.

3 Taat sort oﬁ fornula, you have only two types of wells.
Under your formula you have three Lypes, the top allowable wells,
the Class A margihél%wells and the Class B marginal wells, 1is that
cérrect? ]

4 Yes, sir, that is correct.

‘Q? Now, you stéﬁed on direct exanination that in the Aztec
Pool {here were 49 we?ls 6ut of the hundred who have a deliverabili
‘of less than 100,000 kubic feet, is that correct?

A Yes,~sir. :

Q Under any allocation formula those 49 wells arc just out
ofthe picture as far as proratica is concerned, isn't that corrsct?

A No, sir. ;

2 Why rot? -

A - Because they%ﬁ ¥y receive an allowable by application of
an allocation formula@which would be less than 100 NCF per day.

‘Q You mean youéare not classifying wells with a deliver-
4ability of lO0,000'cuﬁic feet or less, as a marginal well?

A .I an classiffing it as a margiral well, prior to any:
application of an allocation formula., Tnat is the difference bus
twaen the rules propesed herc and the rules proposed elsewhere.
We hava thai larse groﬁp oi wells which I classify as marginal,

Y

aink should not have their allowables restricted because

K
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o
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G Iv o would te tne 47 wells ol Lhe W0 1o Lhe Azuoe, ds
that correct?
A Yes, sir.
& Now, 100 percent acreare, tiney wouldn't be prorated wethern
woulé%bﬁey?
e, N ‘
;3??§gre they would be prorated, initially.
‘ Q'TYou mean that the market demand of the Fulcher-Kutz is
less than 100 times 100,000 cubic feet?
A Did you say Fulcher-Kutz? We were talking about Aztec,
and T will be glad to answer your questior as regards either one.
Q Ve will look at Aztec. There are 130 wells of the 270
that have a deliverability of 1css‘than 100,000 cubic feet, is

that correct?

Aztec Pool.

G I was correct in the first place, there were L9 of éhe
100 wells in the Azsec that have deliveragbility of iéss than
100,9007 |

A That is corrsct.

TMore dAid vaon
snere 4ld you

.

R
¢
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£t this 100,000 figure

>

Iy

A I thought that figure was a reasonable limit below which
yvou would not restrict a well's allowadle.
& Would vou recommend to this Commission that the 100,000

v

eet ba a minimum for gas wells in these three fields, im the

bty
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1107, urnder any alioccation formula?

o
<

1

A T would racommend that anv well with « prod:cins ability in to
Kk . Y

existing @s :rarsportation facilitizs of 100 MCF or less, be placed

A  No, sir. Let me answer your question, the question on thel
» »

»
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capaciuy.

¢ Leb's start with that Lasis then. The 42 of the 100 wells

in the Aztec Fool having a deliverability of less tran 100,000

cubic feet, which vou recommend be & minirium or marginal allowable,

those wells would not%be prorated under any allocabion formula?
& They would be prorated under any allocation formula,

initially until you féund that their allocation was in excess of

1
I

their producing ability. It could be done with 100 percent acreagse

R T
CALT K

Lx

times deliverability fermula. t 1s reasonadle to place tho

wells in a separate cdtegory, so that each time we calculate the
allowable we wontt have to run through thosz wells I classify as
marginal. e can set ithem off to one side and not have to consider

them every time.,

% In the Fulcher-Kutz, 63 of the 159 have a deliverability of
less than 100,000 cubic feet. Is your answer the same with respect

to the wells in that field, 63 of 159’ the Fulcher-Kutz? The

3

v

oubtn Flance nas 120 wells of the

[ €]

-~
=

-

South iPlanco, I am sorry. Tt

270, is that corrsct?

A The South Blanhco Pool has 53 wells of the 159 with ro estid

mated deliverability of 1

ss than 1C0O [iCF,

D
o]

4 Your answer would be ths sare with respect tn theose wells

that you zave to the other?

3 To set 130 of:the 270 in Fulcher-¥utz, your answer would

2

s :
A TYes, sir,
e QDY T AN oy b 4 =~
‘?,o Y aad x;Gq"): mkd, 18 '.i&].o
et D WA CRY . any furnrer Gru-“st‘:nr-q of the witrngg® e
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MR. STANLEY: You touched upon a subject which will be very

important and will be kicked around, I think, not only in the San
“Juan Basin, but also in Lea County. I believe that if you refer
to the record, you have stated that shooting a well, or any type
of stimulation increases the reserves. Is that true?

A ‘I consider that in most instances stimulation increases
the recoverable reserves to a well.

By MR. GRENIER:
Q Before the well was drilled at all Mr. WOodruff,‘Weré

there any recoverable reserves under that tract?

A No, sir.

Q Your concept of -recoverable reserves is only what will
‘come out of the well and has nothing to do with what is under
there in the first place, is that correct?

A Well, certainly it considers at first you had gas in place
which would be recoverable if you éompleted a well there, without
completing a well certainly you would have no recoverable reserves)

BY MR. SMITH:

Q Isn't it also true that after a well has been stimulated
that it has a tendancy to buck the line preséures and thus produce|
é greater volume of gas for a longer period of time before abandon-
ment than a well that has not been stimulated? |

A I believe that is correct.

Q From that standpoint also, you get gas that will not be i
{recovered by the well, will not be abandoned as quickly?
E A That is correct. i

FER. KELLAHIN: Jason Kellahin, representing Lowry 0il Company.]
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Q Mr. Woodruff, there are some wells of rather higﬁ initial
potential in the South Blanco Pool, are there not?

A Yes, sir. ,

Q Do you know what the top three might be?

A 1 do not have that information ready, available to me. I
could get it for you.

Q Would you agree there are some wells with eight million
feet or thereabouts?

A Yes, sir.

Q They are averaged in there?

A Yes.

Q Do you know what the sand thickness on those wells is?

A I answered without thinking. I can't»say positively
whether those wells are included or not and they would not have
been included until there had been a log on that well. I am not
prepared to state at this time which wells we had logs on and
which were considered. I mean I am -- I do not have the informa-
tion before me here.

Q Your Exhibit Number Five, the highest you showed was
approximately two million?

A I show as an average fer seven wells within the isopachus
interval 40 to 50 feet, 2,396 KCF. |

Q Those wells don't appear on your exhibit except as an
average on wells which are possibly tremenduusly low initial po-
tential, is that correct? -

A This figure on this graph, Exhibit Five of El‘Paso, re-
flects the average initial potential of the seven wells.

Q That is designed to show the relationship between the
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initial potential and the nefvpay thicknesé; is that not correct?

A ‘Yes, sir.

Q Is that the purpose of the Exhibit?

A It is the purpose.

Q Under your allocation formula you QOn't average, do you?
In>other words;'a well of high deliverability*woﬁld hdve a high
allowablé than wells of low deliverability would have,}is that
not correcthQ | | |

A Well, the deliverability, I believe would be commensurate
with the net effective pay and the other factors entering into
the reserve calculations.

Q If your wells of high botential Qere included, say for

where is your relationship between the pay thickness and the
deliverability? ‘

A Well, first, Mr. Kellahin, I did not say that they were
in there, being unable to tell you which individual wells.

-Q You are not certain they are?

A I can't say'now'what the net effective pay for the wells
which are referred to as having high deiiverabilities in the
vicinity of eight million cubic feet woﬁld have in net effective
pay.
| Q But assuming that you did inclu&e it in here, you dont't

know as I understand it, whether you qia or didntt, but assuming

- ithat you did, is there any relationship between your allowable
?you are going to grant those weils and the allowables which are
?going to be granted the wells of low deliverability in the same

ipay thickness? Where is the relationship between reserve?

example, there are included in the seven wells that you have here -
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A You are attempting to relate reserves to the sihgle factor

which I have used here. There may be other factors entering into
the reserve calculation.

Q That is the only factor that is used here?

A That is the only factor used here.

Q You do admit that these wells are in existence, whether
they are on this chart or are used or not?

A Yes, sir.

Q That situation would exist?

A What situation?

Q The situation of the high potential wells getting a high
allowable under your proposed formula and low potential wells

getting avlow allowable?

A Yes,

Q Regardless of pay thickness?

A No, I wouldn't say that is true.
Q You wouldn't say that is true?
A No, sir. ‘

Q You don't know the pay thickness of those wells, is ﬁhat
the reason for your answer?

A I do not know the pay thicknesé of those wells. I do not
have it here available before me. Were the net effective pay not
in proportion, had the well been included in there, that would

not necessarily mean that the reserves underlying that well»waé

not greater in comparison than the reserves underlying a well with

lower deliverability.

- Q@ Are you familiar with those wells?

:
i
i

i
|
i
i

|

A I am generally familiar with them. _ |
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- No, sir, T do not.
You don't know?

No, sir.

O O > O

If there were fracturing then would that alter yaur estimate
| as to the reserves underlying that well, based on deliverability'
or initial potential?

A I think we would have to know the nature and extent of
the fractures to be able to answer that question properly.

Q But if such a situation existed, wouldntt it be proper to
use some oﬁher factor to equalize it?

A Not necessarily. |

Q -Now, in conhection with your proposed rules, Mr. Woodruff,
I believe Rule Nine, in defining your allocation formula, I be-
lieve you arrive at Class A and Class B wells, one being marginal
and the other limited, that is the general statement of it, is it
not?

A No, both Class A and Class B would be called marginal.

Q You arrived at that definition, you determined what con-
stitutes a marginal'well bj the ability to produce into an exist-
ing facility, is that cofrect?

A Yes, sir.

Q Does that take into consideration, Ir. Woodruff, the fact

that more than one pipeline is operating in a given pool at dif-

ferent pressures?

A No, sir.
Q That would result in an inequity, or a double standard i

i then, would it not, in defining what constitutes marginal wells

S i
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{ higher pressure. If that is vhat you have reference to. However,

'such a manner that it can obtain the gas allocated to its wells,

! otherwise that gas which it cannot produce because of existing

and therebyvgiving it a marginal allowable?

A 1 think the standard would still be the same, however,

for one pipeline company you might have a different condition pre-

vailing as from another. As far as the definition, -
Q (Interrupting) As far as the definition is concerned, I -
| agree with you, but as far as the practical application of that
definition, woﬁld it not result in a double standafd within a
single common source of su?ply?

A It could result in wells which could produce into one

pipeline being unable to produce into another pipeline which had

in my opinion, in setting up rules, the Commission must set up
rules which are not based on‘the pipeline pressure of one pipe-
lihe'éompany‘or the pipeline ppeSsure of another pipeline company,
and must prorate the gas among the wells. Then it is up to the
pipeline company itself to operate its system in such a manner
that itwcan obtain the gas allocated tb it for its wells.

Q Wouldn®t that result in two wells of the same producing
capacity, one connected to one pipeline and one té another pro-
ducing unequal amounts and Being allocated unequal amounts’under
your rule?

A Well, yves, it could. However, the ability of the pipeline
company to meet its market demhnd, or a pipeline company would be

able to meet its market demand only by operating its pipeline in

(duce it and the operator then would suffer --

pipeline pressures will be reallocated to the well that can pro-

e e e e e L]
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Q (Inte;rupting) You have no j provision on your marginal

wells for allocating under- production or overproductlon?

A Well, the marginal wells are neither capable of maklng upr
overproduction or -- well, they are not capable of making up under-
production because £ “y are assigned an allowable equal to their
producing ability.

Q Their producing ability measured by the pipeline into
which they are prodvcing?

A That is correct.

Q That is an additional factor which makes an unequal situa-
tion.

A Iibelieve that you are correct, there is an unequal situa-
tion there.

Q Mr. Woodruff, I would like to go back to the Exhibit Five
again and ask you one further question. In your -- just take that
seven wells, that 45 pay thickness, do you know whether you in-
cluded in there‘the wells with eight million cubic feet r>tential,

or wells with four million cubic feet potential?

A I cannot say which wells were included in there.

Q You dontt know what --

A (Interruptlngj I do not.

Q If your figures reflect it, Mr. Woodruff, that you did
include eight million, four million cubic foot wells, then in that
event two wells of the same pay thickness, one would get twice the
allowable as the other under your formula, would it not?

A I believe that is correct.

Q Didn't you say that your reserves were based essentially

on the net pay thickneQSV
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A I think tliat reserves are based on all of théwf§E€3F§W~MWM]

entering into reserve compilations.

e Q What other factors?

Pressure, porosity, interstitual water.

You haven't considered that in your formula?
No, sir. |

Don't you propose deliverability as the sole factor?

> O » O >

Yes. I started to answer no, which would have been im-
proper in that deliverability is influenced by those other factors
entering into the reserve calculation.

Q But if you just take your deliverabilities with the same
net pay thickness and the situation that I outlined, and eight
million cubic foot well and four million cubic foot weli,‘ohe
well is going to get twice the same allowable as the other, al-
though ihey have the same pay thickness?

A They would under that example, but that does not mean that
théy would necessarily have the same reéerve. ] |

Q You don't know whether you included such wells or not,
do you?

A I believe my answer was no.

Q@ You do know "that such condition does exist, don't you?

A T believe.my answer to that was also no.

¥i. KELLAHIN: Thank you.

FR. MACEY: Are there any further questions of the witness?

ir. Utz.

IR, UTZ: I have a question of lir. Woodruff.

’gz MR, UTZ: i

d . . i
: ~ . ettt . . i
E Q Referring to your ZIxhibit Two, which is your recommendation

e e . P R — e J
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{as they are definitely proven to be in one of the presently desig-

fSouth Fulcher-Kutz or something, because they are not now close

for nomenclature, I notice in the area of 26 North, 9 West, Sectiomns

13, 14, 15, extending almost parallel down to 25 North, 6 West,

pipeline. What do you propose to do with those?

No. 2; those are the recommended limits of the Fulcher-Kutz and
South Blanco Pools. We have not included any of those wells in
any of the presently designated pools becéuse they have not pfoven
to be in any one pool by production. We have our thoughts as to
which pool the majority of the wells should be in. It was our
thought in leaving those wélls out that they should not be pro-
rated until such time as additional development had definitely
indicated which pool they should be included into. Leaving those

wells out, I see that no inequity will exist because at such time

nated pools, they can then be allocated and prorated as being in
that pOOl -

is established?

should be in an established poél?
desired to put them in an established pool, we might call this

enqugh to that pool to be definitely known to be in the Fulcher-~
Kutz Pool.

in the vicinity of Section 5, you have some wells on your map whicl

=4

are producing wells, some of which I know are producing into a

A Those are the wells which are found on 1 Pasot's Exhibit

Q You are actually recommending no proration until the pool

A That is correct.

Q Did you believe that when a well is producing that it

A I do’not know that that is necessary, Mr. Utz. If we

— e e )
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-Md I take it that you—;6ﬁi&m;éébﬁﬁénd-iéaving them out
rather than to establish a temporary pool until such time as they
are proven in one trend or another?

A That would be my recommendation. I think that no injury
or inequities would exist'because of that.

iRe UTZ: That is all I have.

MR. MACEY: Anyone else? 1If there are no further questions,
the witness may be excused.

MR. SELINGER: On behalf of Skelly 0il Company, we wish to
state to the Commission that we feel that it sheculd continue its
time-honored‘practice of prorating oil and gas, or both, on the
basis of unit allowables. However, if the Commission desires to
deviate in such a historical and satisfactorj practice, it favors
. an allocation formula of acreage times pressureland the s'ggestion
that all the rules put forth by El Paso as Exhibit & is satisfac-
tory, except Rule 9 on page three, and in substitution thereof,
we wish to put into the record an amended Rule 9 as Skelly's
Exhibit 1, ahd I might say for Mr. Howell's benefit, and for Nr.
Grenier and the dphers who were present aﬁ the Blancoe Mesaverde,
it is the same rule that we advocated as Section 4 of our pruposed
rules. We merely changed the pool name from Mesaverde to Pictured
Cliffs. |

MR. MACEY: Are you sure that you are talking about Rule 9

as proposed by El Paso?

| MR. SELINGER: Page 3, Fage 4, Rule 9, and we have put it

‘on three-quarters of a page.

! ' ) S MR. MACY: You subscribe to the provisions of Rule 7-A?
i
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Mr. SELINCER: We have no objections ifvthey desire to have
one hundred percent, or half a three hundred twenty acrebuhit. We
pointed out in our cross examination that we think it is rather
unusual tc have a drilling permit for a unit of 160 acres and
allocation formula of 320 acres. We think that is rather unusual,
but we are perfectly agreeable to going along on an allocation
formula of 320 acres. We think that is rather unusual, but we
are perfectly agreeable to going along on an allocation formula
1ikg that if the Commission desires to adopt a 320 acre alloca-
tion‘formula. We think the betteér practice woula be tao have Rule
2 and Rule 7 coincide. We have no objections particularly. Qur
only objéction goes to Rdle 9 of thélpfoposed rule.

MR. MACEY: We will adjourn until 9 o'clock tomorrow morning.

I
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MORNING SESSION
THURSDAY, AUGUST 19, 1954.

MR. MACEY: Meeting come to order, please. Before
we begin today's proceedings, yesterday afternoon, Mr.
Woodruff hadra map similar to the one on the board there --
off the record.

(OFF THE RECORD)

MR, MACEY: Mr. Grenier, do you have some testimony?

MR. GRENIER: Yes, we do. Mr, Weiderkehr.

MR. MACEY: Mr. Walker, swear Mr. Welderkehr, please.

MR. WALKER: Is that the only witness you have?

MR. GRENIER: Yes, sir,

A, M. YEIDERIKEHR
the witness, having been first duly sworn, testified as
follows:
’ ‘ DIRECT EXAMINATION
By: MR. GRENIER:

Q kplease state your name for the record?
A A, M, VWeiderkehr.

Q@ By whom are you employed?

A Southern Union Gas Company.

Q In what capacity?

A Manager o the Exploration Department.

Q Have you testified on previous eccasions before this

Commission?

A I have.

o
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MR, GRENIER: Are this witness!'s qualifications accept-
able to the Commission?
MR, MACEY: They are.

Q Mr. Welderkehr, what is the interest of Southern Union
Gas Company in the Pictured Cliffs Field which is the subject
matter of this hearing?

A VWell, in the Fulcher-Kutz Field, Southefn Union has no
wells. We are connected to quite a number of wells, and three
of our partimlly owned subsidiaties, Arnigle Peak, Oongress and
Summitt have 20 wells in the field. In the Aztec Pictured Cliffs

Field, Southern Union has a few wells and other wells we have con-

| tracted for gas, even though at the present time, that gas is go-

ing to El Paso. I think Southern Union is taking gas from only
two wells in the Aztec-Pictured Cliffs Field. In the Souta Blanco
Field, Souther Union has only some partial interest wells but we
2re connected to quite a number of weils &s a gatherer and trans-
porter of gas, ‘

Q@ Now, referring to the first, to the Fulcher-Kntz Fiela,

you mentioned that Southern Union had three subsidiary companies

- which owned and operated sdme.wells there. Can you give us some

indication as to“approximately how long those wells have been
producing, when did production begin from them?
A As was indicated yesterday, ihe field was discovered in
1928 and some of these wells were drilled from 1928 on up to date.
Q@ Now, that drilling then was done at a time prior to the

initiation of the present 160 acre spacing rule, is that correct?

A It is.
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A
160 acres attributable to them?
not necesshrily one of the guarters.
A Yes, I have.
’ A Yes, it has.
Commission may see it?
—

Q@ Have you made any study of whether or not all of these

early drilled wells are in fact located on 160 acre units or have

A I have made such a study and there are quite a number of
wells drilled many years, some of them on as little as 40 acres
when that was the spacing pattern generally accepted. There are
other wells that were drilled haphazardly through the section
and it would be impossible to set out a 160 acre drilling pattern
for those wells. Then there are quite a number of pool units com-

prising 160 acres but also comprising various parts of a section,
Q@ Have you reduced your findings to map form?'
Q Has that Exhibit been marked Southern Union Exhibit No. 17
Q Will you place it on the board there behind you so that the

A I don't think anybody can see it, it is so small,

Q@ Now, what areavis covered by this map, Mr. Weiderkehr?

A The aréa covered by this-- well, actuaily, the area we
are primarily concerned with, Township 28, 29 and 30 Nortk, Ranges
11 and 12 West. This area is what was known as the 01d Kutz
Canyon and Fulcher Basin Field, initially. Wells in this area
were drilled starting back in 1928 on up through the 1930's and é
few wells have beén drilled in recent years, Wells that were

drilled since the initiation of 160 acre spacing units were possib-

ly set out on a quarter section. But due to the fact that many
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years ago, there was no spacing pattern, there was considerable .
amount of fee acreage involved. We have gqulite a number of wells
that are drilled either on 40 acres or 80 acres or in instances,
160 acres; but these 160 acre units do not conform to the normal
quspter section. I would like--

Q@ (Interrupting) have these,ieither undersized drilling
units or unorthodoxly located drilling.units been indicated on
the map?

A Yes, they have.

Q How?

A Vell, actually Southern Union éubsidiary companies were
placed on here, outlined in red and colored in red and then teo
facilitate this hearing and since we are taking gas from wells
connected to Aztec 0il and Gas outlined in orange, the unorthodox
units being produced from wells owned by Aztec Oilwand Gas Company

Q Vere those wells formerly owned by Southern Union Gas
Company?

| A Most of those wells were at one time, a lot of them wers:
drilled while Southern Union, while Aztec was a wholly owned sub-
sidiary of Southern Union. As a matter of fact, I think half of
them were drilled in that category. A

Q Or prior to the time Aztec 0il and Gas Company was formed?

A Right.

Q Noi, you were here yesterday, I believe, when El Paso
Natural Gas Company presented a suggested set of rules and regula-~
tions for these gas pools? |

A Yes,
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of waste that new hearings be held, as possibly contemplated by

Q@ Do you recall théir Exhibit 6 and the provisiohs there

for 160 acre spacing?
A  Yes.
Q@ Vould you feel 1; appropriate or necessary in the interest

of conservation of o0oil and gas in this state and the prevention

these El1 Paso suggested rules, in order to validate these c¢ld
unorthodox drilling unit s? ‘

A I think that that iould be a waste of both the Commissiont'5
tiﬁe and the operator's time since in those instances these units
have been formed and are alréady pooled and it would be quite a
problem to'dissoive the pooling units that are already formed énd
approved and recreate new units in wells drilled back in the
1920's and 1930's.

Q Now, assume a proration unit as suggested by El Pase of
320 aeres, would one of these 80 acre drilling uaits, for example,
receive a full allowable if'there is any acreage factor in the
forrula adopted? o

A No, I do not, would not recommend that these units be gi-
ven an allowable in excess of the normal allowable that would be
calculated under the formula, I don't advocate giving a 40 acre
tract on allowable equal to that granted to én'l60’acre tract, but
I do feel though we éhould net have to come back bhefore this Com~
mission and ask for exceptions on each of these individual tracts.,
I think under the circumstances this Commission should approve the

units aiready formed prior to the present anticipated order and

let us go ahead and produce those wells, using What acreage is at+
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tributable to them or any acbeage in the future that might be ad-

ded to it.

€ You are then suggesting what has been referred to as a
"grandfather” clause validation, is that correct?

A That ié correct.

Q Now, you were also hére yesterday, were you not, when the
witness for El Paso Natural Gas Company was recommending a formula
based on 100 percent acreage times delivefability?

A Yes, I was.

Q@ Have you made any studies of these three fields in an ef-
fort to inform yourself as to their producing characteristics
and to enable you to express an opinion, informed opinion as to
the proper allocation formula that you would recommend in these
fields?

A I have studied the deliverability characteristics of the
wells and I would recomnmend a formula as has been stated before,

I don't know what is entirely cerrect, I doubt if anybody glse
does, I have my ideas as to what would be an approach to a good
allocation formula for these fields. o

& Based 6n the studies which ybu have made-- will you de-~
soribe those studies a little bit more fﬁlly to us, you say you
studied the deliverability, what have you done?

A I have taken the deliverability test information that was
available and appiied that information on the map and hﬁve studied
logs of a good number of the wells and have come to the conclusion
that in general, there is a relationship in these Pictured Cliffs

Fields between net sand and deliverability or initial potential.
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ability of less than 150 MCF per day be permitted to produce into
the line everything it could?

A Up to its capacity, yes.

Q It would not be assigned an allowable of 150 MCF, if that
were in fact greater than its actual deliverability?

A No, it would not. - |

Q@ Do you have any other comments or recommendations to make
to the Commission regﬁrding proration techniques or formulas which,
in your opinion, are necessary or»should be adopted in these areas?

A T would 1like to recommend to the Commission that they give
due consideration to the pool delineations as set out by Mr.
Woodruff in his Exhibit. I agree with him that it is practisally
impossible to divide the Aztec-Pictured Cliffs and other Blanco-
Pictured Cliff's pools at the present time. Our pressure history
shows there should be a division in there and I suggest they take
. the division as he has set out, use it for the present time and
when more developments aloﬁg that dividing liné take place, possibﬁ
a new field boundary should be set out.

Aiso,in reference the pool delineation, I feel that the area
in question yesterday which encompasses Township 26 North, Ranges
8, 9 and 16 West, where there has been considerable amount of deve-
lopment recently that we have no justification bf putting that
area in any pool at the present time. The Commission would have
two alternativés; if they deem it necessary to prorate that field,
it should he set up as an independent field, temporarily, I do be-

lieve the future development will show it ties to one of the other

fields and I suspect it will tie into the Fulcher-Kutz Field. We
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know the general trend in this San Juan Basin is a northwest~seuth

east trend, and from the development of this area, I say the
chances are pretty high it will eventually tie into the Fulcher-
Kutz. At the present time, wevhave no justification for tieing
those two pools together. /

Q Now, also yesterday, we heard a statement by Counsel for
Skelly 0il Company, in which he reiterated his recommendation
made in the Blancevuesaverde hearing for the tformula based on
100 percent on pressure times acreage. In your opinion, would
such a formula as that provide a proper allocation basis for gas
in these fields?

| A I think that a formuia.such as that would be out of the

question, in that to make that formula work, we would have to have|

approximate stabilized pressures, We found in years of running
shut-in pressures that it is necessary oftentimes to sut these
wells in for as much as six to eight weeks and sometimes longer,
to reach a stébilized pressure. Pressure actually has nothing to
do with sand thickness, it is one of “the factors in reserve
caleulations but it is not the major factor. Pressure is taken
into emnsideration in deliverability and, personally, I do not
think a pressure times acreage factor would be a wise allocation
formula fﬁr this field.
Q@ Do you have anything further that you would like to state
to the Commission?
A I believe not.
MR. MACEY: Did you offer your Exhibit?
MR. GﬁENIER: e would like to offer Southern Union's
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Exhibit No. 1, in evidence.

MR, MACEY: Vithout objections, it will be received. Any
questions of the witness?

By Mr. MACEY:

déd, do you feel that the minimum allowable will promote the deve-~
lopment in so-called marginal areas that if you didn't have the
minimum allowable, you might not get that development?

A 1 feel this, that is quite likely that would happen, Any
operator who does not anticipate sufficiant allowable of land to
pa¥ out a well is not likély to go in and spend his money to drill
such a well. I feel in setting a minimum allowable, we will see
de#elopnent«in areas that possibly would not be developed under a
formula that gave no minimum allowable.

Q Then, I take it that you feel that the combination of your
recommended formla of 75 percent acreage times deliverability

and 25 percent acreage, ﬁlus 25 percent acreage together with jour
Pinimum allowable will protect the correlative rights of every one
in the field, in these fields?

A I think it will do as good a job as any formula we might
have. We are going to have exceptions to any rule. There are a
ew exceptions pointed out yesterday in the South Blance Pool,
Ehére you ha?e extremely high productive capacity wells., Those

are few and far between and, personally, I don't know how you can

et away from that, under any formula. ©Overall, I would say 90
ercent of the wells would be protected by the formula we have

ecommended.,

Q@ In connection with your minimum allowable that you recommen

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ROOM 108-108-107 EL CORTEZ 8LDG.
PHONES 7-9645 AND 5-2346
ALBUQUERQUE, NEW MEXICO




| 73

Q Did yocu, I may have missed this in your, in the question-
ing, did you recommend that & 320 acre proration unit be estav:~
lished?

A VWe made no such recommendation. I do feel that if an
operator thinks he can drain 320 acres and that if he believes
he would he spending money unnecessarily to develop on 160 acres,
that should be his perrogative. I would say that in certain

areas very definitely one Pictured Cliffs well can drain the

160 acfas and will go one step further and suggest any time 320
acres vas to be assigned to a Pictured Cliffs well, that should
be_aftef notice and hearing, since it would be conceivable that

a part of that 320 acres might not be productive. I think the
norsal unit allowable should be 160 acres but under, after notice
and hearing that 320 acres should be allowed, if thé area can be
proved to be producfivé.

Q And if the well can drain --

7 A Yes, and I think that can be shown probably by its produc-
ing capacity. Now, Interfield wells, I think, wells with lines
wholly within a pool, and not being on the edge of the field, I
think those wells could be granted a 320 acre spacing unit auto-
matically. But I do feel an} time you get on the edge of a field
and start aliowing 320 acre spacing, that some hearing should be
held on it, \

By MR. SMITH:

Q Mr, Weiderkehr, don't yor -think that if the Commission sets

the field limits, that as long as the Commission has made that

detormination that it would be possible to have a 320 proration
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unit anywhere within the field limits as so delineated?

A I don't agree. Quite often the field limits in the past
have encompassed an area that now seems not to be productive.
They have a policy, I think now existing, to extending the field
boundary out a mile and in a lot of places here a mile is ‘oo far.

Q VWould it be possible for the Commission to provide the
rules would provide within a mile of the boundary of the parti-
cular field and delineate the field, what the know production .r.:
would be?

A That could be done, if the well was plaéed in the center
of a 320 acre dfilling tract, I believe this would be a logical
way of handling it, - |

MR. KELLAHIN: Jason Kellahin representing Lowry 0il

‘Company.

By MR. KELLAHIN: _

Q Mr. Weiderkehr, in connection with the recommendation on
the proration unit, have you made any study as to what well will
érain'320 acres in the pools that are involved in this case?

A I feel that from the information I have studied in certain

areas of these pools, that is true in your West Kutz Field, it

has been definitely proved one well will drain 320, I think it is
true also in the old area of the Fulcher-Kutz Pool, down the so-
called fairway. I have not made such a study in the South Blance
Field; our interest there has been strictly as a purchaser.

Q Do you have any ideas a3 to whether there are areas within
the South Blango, which- one well would net drain 3207

A I am certain there are areas on the rim of the southern
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part of the South Blanco, or should I say Southeastern and South-
western part of South Blanco, which one well would not drain 320,

Q You could not recoemmend the 320 unit proration rule?

A Not at all.,

Q You recommend 160 acres?

A I think 160 is satisfactery, I think if an operator can
prove within reasonable limits he can drain 320, he should be
allowed to produce it. I don't subscribe to the drilling of un-
neccessary wells and spending unnecessary amounts of money.

Q As a matter of fact, most of the area has been drilled on
a 1&0 acre pattern?

A That is correct, I think those should be exceptions.

By MR. SMITH: | |

Q Woula you have any objection, Mr. Weiderkehr, to allowing
an operator to take 320 proration unit by the waiver method rather
than having a formal hearing and necessity of putting on testimbny?

A No.

Q VWaivers from offsetting operations?

A On the-assumption, if there were objections there would
be--

(Interrupting) Notice and hearing?
A Notice and hearing, right,
MR, MACEY: Anyone else?
MR, DAVIS: With the Commission!s approval, I would like

to introduce some testimony on behalf of Azteec, thrcugh Mr.

Weiderkehr.

(Marked Aztec 0il and Gas Company
Exhibitll for identification.)
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By MR. DAVIS:

Q Mr. Weiderkehr, I see that you have an exhibit marked
Southern Union Gas Company Exhibit No. 1 on the board. Does
that Exhibit indicate proration units or drilling units which
Aztec 011 and Gas Company might be interested?

Indicates so-called unorthodox units, yes.

How are those outlined on the exhibit, Mr., Weiderkehr?
In orange. '

Orange lines?

Yes,

> o > o

‘d Now, may I call your attention to Aztec Exhibit 1, ap-
proximately 20 wells aré listed on that Exhibit, are they not,
Mr. Weiderkehr?

A That is correct.

.Q@ In these particular cases, I notice that Aztec 0il and
Gas Company has As joint operators on some of the drilling units
L. G. Stearns, Summitt 0il Company, I believe those are the two
other parties. 1Is it you understanding, do you have knowledge
of the fact that pool or Communitization agreements have been
executed between those parties and Aztec 0il and Gas Cémpany or
its predecessor?:

A 1 have seen such agreements,

Q@ Do we have any particular or unusual drilling units, Mr.
Weiderkehr, that we are asking for unorthodx locations there?

A Ve do. |

Q@ Would you point those out to the Commission?

A I think, probably one of the most interesting ones is lo~ ‘|-
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cated in 29 North, 11 West and encompasses a portion of Sections
17, 18, 19, 20, Aztec 0il and Gas Compgny's No. 2 MeDaniel well,
where McDaniel owned four 40 acre tracts of fee land rightkin the
center of these four sections.

Q@ Would you deécribe those four guarters just for the Com-
mission's record? |

A That would be the Southwest, Southwest of Section 17, tho
Southeast, Southeast of Section 18, the Northeast, Northeast
of Section 19, and the Northwast, Northwest of Section 20. This
is fee land owned by one person. A well was drilled on it in the
days when there were no spacing rules. And, of course, it has
been produced all these years on an, actually a 160 acre drilling
tract but not conforming to the présént>spacing regulations. It
would be hecessary in thié particular tract to communitize with
four other parties in order to form a normal drilling tract and,
as a matter of fact, another well has been drilled in the same
quarter section which is 19, the Northeast of 19, as the McDaniel
Well. -

There are other inStances throughout this-Exhibit showing
either units of 160 acres that do not conform to the normal 160
acre guarter section patter, or 40‘acre drilling units, 80 acre
drilling units. In those instances these units could not have
over this amount of acreuge in them due to the fact there are
quite a number of wells, as many as 6 or 7 wells within 160 acre,
I mean within one section. It would be impossible to assign all

those wells to 160 acres, .

Q Mr. Weiderkehr. in your opinion, it would be impractical
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to go back recommunitize and repool this acreage surrounding

these wulls to form orthodox proration units?

A I think it would be impractical and in quite a number of
jnstances impossible, due to the way the wells are located.

@ Due to the fact you have existing Communitization agree-

ments effecting those vells --

(Interrupting) Yes.

-3

(Continuing) --which have been in effect a number of yeari

> o >

They have been.
Q You have knowledge of the fact several of these wells

are located on less than 160 acres and were drilled prior to any
spacing regulations whatsoever by the Commission?

_A That is correct.

Q In other words, the wells we are talking about have been
drilled and produced for several years, in those instances?

A As much as 20 teo 25 years.

Q@ Going back as for as 25 years?

A That is correct.
Q If the Commission did not permit the formation or the
" continuation of these anorthodox proration units, would it in

affect prevent Aztec 0il ana Gas Company to recover its just and

equitable gas in this reservoir?
A In some instances, it might.

Q@ In most instances, if we had “o0 reduce the proration unit.

to permit the acreage within the standard proration or orthodox

unit of 160 acres, it would reduce the allowable from those wells

jn all cases, they are unor tho-

N I

to be practical to produce ther;

- —

L [ —

dox .
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A Vould you read the gquestion?

Q Let me state it this way. If the Commission elected not
to approve unorthodox, these unorthydox drilling units, would it
not have the effect of reducing the allocation to each well to
the extent that Aztec'would be prevented from getting its share
out of the reservoir?

A In some instances that is so.

Q@ Well--

A (Interrupting) In other words, on one of the 40 acres,
that is an unorthodox unit, all you can get is 40 acres.

Q What I am getting at are those that have the 160 acres
allowed to them?

A° Right.

Q Do yoﬁ have any other comments on this Exhibit Number 1?

A I don't think so.

MR. DAVIS: 7T think that is all.

MR. MACEY: Anyone have a question of the witness?

MR. DAVIS: I would 1ike to introduce our Exhibit No. 1
in the’record.

MR. MACEY: Any objections to the introduction of Aztec's

Exhibit No. 1? Without objection it will be received. Mr.

- Weiderkehr, on the unorthedox proration units, are there any units|

in excess of 160 acres on that map?

A Ve have not set up any units in excess of that. In in-
stances, Aztec has acreage in excess of 160 acres but usually
that is, would form a peculiar shaped unit and I don't think there

would be justification for most of those. We have not set up any-
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thing in excess of 160, we have from 40 to 160 and some are in
all manners and shapes of drilling tracts.
MR, MACEY: You don't have any pool development in excess
of 160 acres?
| A No Piétured €Cliffs Wells, I do not recall any, I am sure
we couldn't.
MR. MACEY: Any further questions of the witness? If
not, the witness may be excused.
(Witness excused.)
- MR. MACEY: Mr.rGrenier, is that all your case?
‘MR, GRENIER: Yes, sir, that is all we have.
MR. MACEY:V Any further testimony in this Case?
MR. TOWNSEND: Stanolind Oii and Gas Company desires to
present some testimony.
MR. MACEY: Do you just have one witness?
MR. TOWNSEND: Just one witness. Mr. Hiltz.
ROBERT G. HIULTZ
the withess, having been first duly sworn, testified as foilows:
DIRECT EXAMINATION
By: MR. TOWNSEND:
Q Will you please state your name and employment for the
Commission's record?
A My name is Robert G. Hiltz, sund I ;m employed by the
Stanolind 0il and Gas Company as pétroleum engineer in their
North Texas, New Mexico division in Fort Worth, Texas.

Q Have you previously testified before the Commission as

a petroleum engineer?
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A Yes, I have.

MR. TOWNSEND: Before going further, I would like to statd
that our testimony and recommendations will be limited to the
Fulcher-Kutz pool only and we have nothing to present in connec-
tion with the other pools of which are the subject of This case.

Q For the record, Mr. Hiltz, what is the present spacing
pattern in the Fulcher-kmtz Pool? |

A The present spacing pattern is 160 acres, that was estab-
lished by Commission Order Number 748, which was adopted initial-
ly on June 22, 1948.

Q Do yosu redommend or will you recommend to the Commission
that thi§ spacing pattern be changed?

A No, sir, T will not.

Q Do you intend to recommend to the Commission the estab-
lishment of a 320 acre proration unit?

A Yes, I will.

Q@ Have you made or caused to be made certain studies re-
garding the proration of gas from this field with particular
reference to the_size of the proration units?

A Yes. With what information is available, we have made

such study.

/Q Have these studies been made with the considerations in
mind of Article 13-B of the Conservation Act as ammended which
authorizes the Commissiﬁn to establish proration units and sets
forth the mattebs which they should consider in the establishment
of those units?

A Yes, that is correct.
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Q@ Have you data or information which will indicate the area
in this field which can efficiantly and equitahly be drained by
one well?

A Yes. I should like to point out however--

MR, TOWNSEND: Have that marked as Stanoliind's Exhibit

No. 1.

(Marked Stanolind's Exhibit No. 1
for identification.)

A As has previously been brought out, the Fulcher-Kutz Field
was discovered in 1927, that was actually the Kutz Canyon portion
of the field and I believe the Fulcher Basin portion to the north-
west was discovered in 1§34. Development of the field has pro-
'sressed sporadically since that time. Since the field was deve-
loped at such an early date, there is not a great deal of really
good useful information available. waever, bottom hole pressure
information has been obtaired over a period of years and I believe
based on the information we do have that we can demonstrate that
one well will drain at least 320 acres in this field.

The information we have shown on this map are the shut-in
casing pressures as measured from the 1953‘de11verability tests
which were conducted under the jurisdiction of the Commission.

We have shown the vaious ranges of those in colors. The legend

is indicated on the right. The northwestern portion of the field
has probably besen developed for the longsst period of time and
that area of the field is depleted to a larger degree than the

area to the southeast, a large portion of which has been developed

in very recent years.

With the very early discovery and development and production
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.Zlve us some evidence of migration as reflected by these pres-

from the northwestern vart of the field, it could be expected
that if this were a common reservoir initially, that if the
reservoir had good communication throughout, there would be some
movement of gas in the reservoir from this portion of the reser-
voir to the northweat. Now, due to the fact that this neck area,
--I would like to change that-- due to the fact the northwestern
part of the field is rather narrow, it would also be expected

that the rate of migration would not be too severe but it should

sures. Now, the pressures, I am referring to would be pressures
measured initally on new wells as they were drilled. And I would
like to, at this time, just point out pressures which were mea-
sured on nev wells and compare them to what we believe to be the
initial reservbir pressure. I beleive that will demonstrate the
fact tha£ the area around these new wells had been drained to
some degree prior to the time they completed. Based on information
that we have, it is indicated th=y the initial reservoir pressure
was probably on the order of 630 pounds, so with the drilling

of new wells in this are--

Q@ (Interrupting) VWhich area?

A The Southwester, southéastern portion of the field. In
the last few years, a great many wells have been drilled down
there and inital pressures are avallable on a number of those
wells. By comparing the inital pressures on these wells with the
initial pressure of 630 poundé, we will see some evidence of |
drainage from that area, thus indicating the ability of a well

to drain the 320 acres.
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- In section 27 of Township 27, and Range 10 West, we have the El

 pressure after 10 days shut in time was indicated to be 511 pounds

For the recdrd, I would like to quote a few of those examples.

Paso Natural Gas Company's Frost Number 2 Well, The initial

shut-in casing pressure on that well corrected to bottom hole

this was 119 pounds below the estimated initial pressure of 630
pounds, thus indicating that the area in the vicinity of that well
had beeh drained prior to its completion. A second example would
be in Section 22, the El1 Paso Gordon Number 1, which is also in
the southeast quarter at this location. That well was completed
on December 31, 1951; a shut-in casing pressure, after 22 days,
was 524 pounds and the bottom hole pressure corrected was 567
pounds, indicating fhis pressure was some 77 pounds below the
initial pressure of 630 pounds, A third example is in Section 28,
thé E! Paso Natural Gas Company's McAdams No, 2 in the northeast
quarter, This well was completed in December of 1951; the shut-
in casing pressure after six days was 500 pounds and the corrected
hottom hole pressure was 53zvpounds. The fourth example, is in
Section 31, 28, 10 which was the Stanolind 0il and Gas Company
Mattin Gas Unit D Number 1 in the northeast quarter. This well
was completed on January 7, 1950, and after eight days shut-in
the casing pressure was 489 pounds and the corrected bottom hole
pressure was 521 pounds, indicating that the pressure was soime
109 pounds below the inital pressure of 630 pounds, One more
example, I shou}d like to point out is Stanolind’s.fullivan No. 1
in the northeast quarter of Section 11 in 27, 10. After 44 days

shut-in time, upon initial completion in December of 1950, shut-

in casing pressure was 533 pounds and corrected bottom hole pres- |
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" This cross section was made up frdm available logs in the field

sure was 567 pounds.

There are many more examples of this avajlable. In mg opin-
ion, those data show that the area in the vicinity of those wells
was being drained prior to their completion and in each case, of
course, the nearest well to them was on an adjacent 160 acre
tract such that thé area had to be drained on an equivalent of
320 acre épacing pattern,

One other exhibit I should like to present are cross sec-
tions, the location of which I shall identify on this isopachus
map vhich I would like to have marked Exhibit No. 2. I will later
make-- | |

'Q This cross section shall be marked Exhibit No. s that

you referred to.

A All right, I will refer to this isopachus map again later.

I would like to point out here the trace eof the two cross sec-

tions to which I now make reference dross sections Ad prime and
BB prime indicated running from the west to the east. The westeast
cross section is indicated at the top of the Sténolind's Exhibit

Fo. 2 and the northsouth creoss section is indicated as AA prime.

and it will be noted it is confined principally to the southeaster

__qn_—

portion of the field. Our reason for doing that was there simply
aren't any logs available, or none available to us at least in the
Fulcher Basin portion of fhe field in the northwestern area of the
trend. The objective in showing this is to simply indicate at
this time that that Pictured Cliff Formation is readily identi-

fiable from each one of these logs, can be correlated from well to
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- and that one well will drain at leastxﬁzo acres.

uniform throughout the area. Therefore, I believe it can be con-

cluded from this information that the Pibtured Clirff is one contin-

uous development and that the field as we know it now is one com-
mon source of supply.

Q@ The Pictured Cliff formation is colored in orange on the
cross section, is that right?

A That is right.

Q@ Then, your conclusion is that, from these studies, just
what is it?

A VWell, it is that this is a single common source of supply

Q You have stated that this fielﬁ has been developed om =-
that the present sﬁaéing pattern is leb acres. Have all the
wvells been drilled on that spacing pattern?

A No, I believe it was brought out by Mr. Weiderkehr, that
the spacing pattefn in the field is qﬁite arratic, principally
in the northwestern portion of the fiéld, since the field was
discovered'pribr to the adoption of specific field rules whieh conf
trolled the spacing as it now existsion 160 acres.

Q If the spacing is 160 aéres,:how is it you are recommend-
ing 320 acre proration units? :

A I believe that if one well will drain 320 acres in this
pool, that is a proper size proratioh wnit and that is the size
unit which should be adopted by the Commission. Now admittedly
a large portion of the field has been developed on 160 acres and
a smaller portion of the field developed considerable less than

160. However there are still acreaé to the south and east of the

7
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field, as is now described, which are as yet undeveloped. And I
believe, that if those areas which appear to have low reserves
and low deliverability are to be properly exploited, then the
opeﬁé%br should have some greater assurance he will get a greater,
or at least a reasonable return on his faivestment. I feel if he
has the prorogative of assigning 320 acres to the well he will
drill, that will give his investmént a reasonable feturn to his
fair share of the reserves and give greater incentive to exploi-
ting the lower reserve areas.

Q@ Will there be any significant difference in the ultimate
recovery from this field if it is developed or if the units are
set - at 320 as distinguished from 160?

A I don't bclieve there will he any significant»differenéé
in the ultimate recovery, and in all prbbability there actually
could be less recovery, if tﬁe field were developed on 160 acres
due to the additional amount of gas wasted to the air as each new
well is completed.

Q What is that approximate cost of drilling a well in this
pool?

A The cost of wells drilled by Stanolind today based on the
cost of 20 wells is approximately $20,000,

Q4 Where it would be possible to assigne 320 aares to a well
for allocation purposes, do you think it would be sound from an -
economic standpoint to drill an additional well 0n that unit?

A No, I belicve in most cases, it would constitute an eco-
nomic loss, in fact, I sheuld say all cases.

Q2 In councluding this feature then, your recommendation as to
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Q Is there in your opinion, a relationship between the abi-
lity of a well to produce and the recoverable reserves?

A Yes, I believe there is such a relationship.

Q@ VWell, then what are the factors that determine the reco-
verable reserves in a pool? | |

A VWell, speaking from the viewpeint of calculating reéerves

by volumetric method, those factors are porosity, formation, thick

ness, the connate water saturation and the abandonment pressure.

Q Have you mcde or caused to be made certain studies whieh
consider each of these factors? |

A Yes, I have.

Q@ Taking first porosity.

A ?he wells drilled by Stanolind in the field, a number
have been cored and based on core analyses from eight wells
comprising approximately 375 feet of analyzed core, we found that
the average porosity varies from approximately 12 te about 20
percent. |

Q And how about thickness? S

A Utilizing what information was a§a1;;ble from logs which
were run on completed wells in the field, we hxye prepared an
isopachus which I would like to present to the Commission at this
time, |

4 This has been marked Stanolind's Exhibit No. 3, is that
right?

A I believe it is Number 2,

Q@ Number 2, excuse me,

A I should like to explain what we have on this Exhibit.
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-Shovn here, of course, is the Fulcher-Kutz Field, the green out-
line being the curréntly defined limits as set forth by the
Commission. We had logs available to us on approximately, I
believe 56 wells in the field. We had no logs available in the
northwestern, or Fulcher Basin portion of the field. |

In determining the thickness, which was utilized in pre-
paring this iéopachus{ the thickness used was the top of the pay
in the Pictured Cliffs; and then within our ability to pick it,
we said that the lower 1limit of production would be its lowest
point, &t which resistivity would differ. Based on the experienée
of engineers in this area, when resistivity is droppéd below that
point, in all probability the water satﬁration is so high you
eouldp!t expect commercial production. I put thai in the record
to make it clear what the basis was for making the thickness va-
lues, which are indicated on the map in black by each of the wells
on which a log was available.

These data then were contoured as indicated on the map
and the various ranges on 20 foot contour intervals are indicated
in the colors as shown by the legend in the lower right hand cor-
ner.

One other comment, it is apparent gener#lly there is a
trend of increasing thickness of the Pictured Cliffs pay from the
periphery toward the center, and the thickest section is in the
center of the field.

Q@ What about the factor of connate water saturation, have
you made a study in connection with that?

A Yes, capillary pressure tests were run in our laboratory
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- connate water saturation increases logarithmically and, of course,

on four of the core analyses or rather core analysés from. four
wells, and the water saturation data,wvhich has a function of per-
meability, ﬁa?e been plotted on the graph,

MR. TOWNSEND: I ask this graph be marked as Stanolind's
Exhibit No. 4. |

(Marked Stanolind's Exhibit No. 4
for identification.)

A This graph simply reflects laboratory analyses for ca-
pillary pressure information and statisiical data obtained from

the tests., It will be noted as the permeabiiiﬁy decreases the

with the decreasing permeability to the lower ranges, the connate
water saturation does increase to the point where it is so high
you couldn't expect to obtain commercial production or recover-
able reserves from the low permeability section.

Q@ What are the ranges shown by this graph?

A ‘For data available, we had permeability data as low as
two-tenths of a millidarcy, at which point the connate water
saturation indicated to be approximately 90 percent of the avail-
able pore space in the rock, that was the lower limit of permea-
bility. The upper 1limit, which point, the connate water satur-
ation indicated to be 40 to 50 percent of the available pore-
space. .

To indicate more clcarly how this affects the reserves to
be found 3n the various areas, these connate water saturation
data have been converted to terms of net effective pore space,

which simply represents the available pore space to which can

contain gas.
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the pore space available to contain gas increases logarithmically.

| net effective pore space in percent of the bulk volume would be

Q@ Have you had prepa}ed a graph to show that conversion?
A Yes, we have.
MR. TOWNSEND: I will ask the Reporter to mark that Stano-
lind's Exhibit No. .
' (Marked Stanolind's Exhibit No.
for identification.)
Q@ What does this graph show here?

A This graph dimply shows that as the jermeability increases

Q What is the'rahge that is plotted on this graph?

A In the lower ranges of permeability at approximately four-~
tenths of a millida#cy, it is indicated that the net effective
pore space'availaﬁle for éontaining gas is only about three pef—
cent. of the bulk volume. 1In the upper range for, let us take
point ten millidarcies of permeﬁbility, it is estimated that the

approximately 12 percent. Overall that simply reflects that as
development»of the field proceeds into the areas of lower per-
meability, the available pore space to contain gas decreases
logarithmically.

Q Héve,you made a study of the abandonment pressure of the
various wells?

A Yes, it is a well known accepted fact that the recoverable
reserves under a tract are functions of the abandonment pressure,
and that the abandonment pressure in any area is the function of
permeability. Therefore, it could be expected that as permeability
decreases, the abandonment pressure in the area increases and

henge the recoverable reserves would decrease. And to simply
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illustrate that effect, we have prepared another graph which we

would like to present at this time.
MR. TOWNSEND: Mark that Exhibit 6.

(Marked Stanolind!s Exhibit No. 6
for identification.)

(RECESS)
Q Directing your attention to what has been marked as Stano-
lind's Exhibit No. 6, will you please identify and explain this
graph?
‘A This graph has been prepared to illustrate the effect of,

indirectly, permeability on the reservoir abandonment pressure of

a well, and hence the recoverable reserves that might be attained

from a well. The data have been prepared on information that was
| available from the Fulcher-Kutz Fieid and making certain assump-
oy : tions. |

What the curve shows is this; that if we assume that a
well will be abandoned at a given producing rate, say, we feel it |
can not be economicaily produced below 550 MCF per day and at that
rate the abandonment line pressure would be 50 pounds, then from
this graph we can determine approximately what the abandonment

pressure vould be expeéted for a series of wells of varying current

R TR

deliverabillity,
Now, the deliverabilities as shown on here are comparable

to the range of deliverability which now exists in the field, and

the equilibrium reservoir pressure which was employed in reservoir
calculations is approximately equal to the average reservolir pres-

sure at this time. Now, to show the effect of abandonment pres-

v sure on recoverable reserve, we could take the two different examples
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utilizing the upper curve whiech is for an abandonment rate of 50
MCF per day. A well having a deliverability currently at a line
pressure of 250 pounds, up, equal to 700 MCF per day, could ex-

pect to lhiave an abandonment pressure of approximately 100 pounds.

At the same time, a well currently having a deliverability of only

100 MCF per day against 250 pounds line pressure could be expected|

to have an abandonment pressure on the order of 150 pounds.

Now, that them reflects the effect of permeability or re-
servoir abandonment pressure on recoverable reserves from a well
and indicates that as you develop or encounter lower permeability
areas in a'field, that the recovery will be less because of the
higheéer abandonment pressure which will be encountered.

Q@ And the lower curve uses abandonment pressure of what?

A The lower curve uses the same genebal approach. It simply
reflects a lower assumed abandonment rate, that rate being 25 MCF
per day. It is simply for cdmparison purposes because some of
the operators might feel that 50 MCF per day was a rather high ab-
andonment rate and they might be able to produce their wells to
a lower rate. But in each case, the relative effects are essenti-
ally the same.

Q And the présent reservoir pressure which you used in this
calculation is what, as shown on the graph?

A That pressure is 462 pounds.

Q Now, you have testified about these various factors that
are to be taken into consideration in determining reserves, and

you have talked about the variations in these factors. What is

their cumulative effect upon recoverable reserves?
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A  Qur obhservation has been that, as we pointed out on a
previous Exhibit, that the thickness in general increases from
the periphery of the field toward the center, So as far as
thickness is concerned then, there would be a tendency for an
increase in reéoverable reserves from the periphery toward the
center, we have learned the porosity range is approximately 11
or, I believe I said 12 to 20 percent. And there is just a gen-
aeral tendency, though it is not fixed, for the porosiiy also to
increase from the periphery toward the center, | '

We have also seen that as permeability decreases, as you
reach the lower permeability areas, that the connate water satura-
tion will increase and hence the avaiiable void space to contain
gas will decrease. We havé also seen that as we enter the lower
permeability areas,.the abandonment pressure will alse increase
thereby decreasing reserves. Our experience has been that per-
meability definitely does decrease from the center toward the
Periphery. That is reflected principally in the ability of the
wells to produce.

Therefore, generally, we could say there is a consistent
relationship of increasing reserves from the perirhery of the
field toward the center, and the relative magnifude of reserves we
might expect is probabl& on the order of 7 or 8 to one between
wells in the field.

Q@ Returning now to the ability of the well to produce,

what are the factors that determine that?

A The ability of a well to produce is a function of the per-

meability, the thickness and the pressure.
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in the field initially. These tests in genmeral have been three
~ hour pitot>tube initial potential test, and initial potential

Q@ And directing your attention to the Exhibit which you pre
pared, what is the data that you have on each of these factors
that you have mentioned?

A As far as the thickness is concerned, we illustrated on
our Exhibit No. 2, that the thickness of the formation decreased
from the center toward the periphery so, based on that factor
it could be expected the ability of the well to produce would
decrease as you move from the center toward the outer limit of
the field. As far as the permeability is concerned, our obser-
vation has been that the permeability verf definitely does de-
crease from the center toward the periphery. As a matter of
ﬂact, the limits of production are essentially defined by de-
creasing permeability to values below whieh youvchn obtain -due
to the fact the connate water saturation decreases to such a
value thereis too little void space to hold any commercial recoven
able gas. |

Q Is fhe.ability of a well to produce reflected by any test
made on the wells in this field?

A Yes, I believe tests have been conducted on each well

on all wells, or all wells on which data were available have been

plotted on this map,
MR, TOWNSEND: I ask this be marked as Stanolind!s Exhibit

No. 7.

(Marked Stanolind!'s Exhibit No. 7
for identification.)

A We have indicated in the lower right hand corner a legend

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERD
ROOM 108-108-f07 EL CORTEZ BLDG.
PHONES 7-9648 AND £.9546
ALBUQUERQUE. NEW MEXICO




97

N h
——

showing the ranges of initial potentials on the various wells.

The contour interval is approximately 500 MCF* per day, and the
lowest potenfials are indicated'by white, which is the range of
initial p&tential from zero to 500 MéF‘per day.

Now, we have utilized initial potentials to compare the
relative ability of wells to produce in lieu of deliverability
tests because taken under a set of circumstances which is more
vnearly common -to all wells, that is in linexvith the thinking thaf
haspkeviouaiy been expressed. I wonld like to point out there
very definitely is a tendency for wells near the center of the
fields to Im ve the highést deliverability and the deliverability
does decrease as you move into the low deliverability areas on
the periphery of the field.

Q Staté the range of initial potentials as shown by your
legend there.

A As shown on the legend, the actual range is from zero to
4,000. I believe that on the informaticn we have on this map
that thie highest initial potential was 3880 MCF per day. I would
1like to point out however, the current range of deljverabilities
is rot on that order of magnitude.

Q What other tests have been condﬁcted on the wells in ihis
field?

A Last‘year the Commission issued an order which required
or established annual deliverability tests, among other things,

and the first test under that order was conducted last year. I

believe data were available on approximately 210 wells last year..

Q Based on that test, what is the range of deliverability

| _above one hundred thousand cubic feet per day? e
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“formula, 75 percent acreage timés delivefability plus 25 percent

A The range?
Q Yes.
A The range of deliverabiiity-indicated in that test for wel

above 10C MCF per day was approiimately seven to one with the

highest wells having daliverabiiities on‘the order of 700 MCF per
day. ;

Q V111 the allocation formula whldh you recommend take these
variations that you have discus&ed in ré ‘overable reserves and
in the deliverability into consideration?

A Yes, they will, I think ve have demonstrated the relative
magnitude of thé,variatlons andfshOVn t@at there is definitely a
relationship between the two, bécause tﬁe variations occur in
a @ommon manner throughout the %ield, th?t is, it can be expected
that recoverable reserves incregse from{the periphery toward
the center and it is perfectly obv1ous the deliverabilities and
initial potentlal's follow the pattern.

qQ What is the formula whlch you recommend for this pool?

A Based on an analysis of;thls datg, we have concluded the

acreage would be equitable. _

Q Why did you chose 75 - 25? |

A I believe sthat this is afvery definite relationship be-
tween deliverability and reserve&. Howe%er, it is not alvays
consistent; there are anomalies; and in%order to compensate for
those deviations from a straight§1ine trénd, we felt there ought

to be seme modifying factor, and we beliéve the inclusion of an

1ls

additive acreage factor will tend to comﬁensate ftr tiese deviations
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from a straight line relationship.

Q Do you have a recommendation for a minimum allowable?

A Yes, it would be my recommendation that any well with an
ability to. produce 100 MCF per day or less, be assigned an allow-
able of 100 MCF per day or their ability to produce.

Q Have you prepared a form of order which you will reconmmend
to the Commission? '

A Yes, we have.

-MR. TOWNSEND: I ask one copy be marked as an Exhibit.

(Marked Stanolind!'s Exhibit No. 8
for identification.)

Q Without going into the, 6ver each of these provisions,
will you, let's go to the most important and significant pro-
visioﬁs of your recommendation. First, as to Rule 1, which is
thé size of the proration units.

A It is our recommendation that the standard proration unit
be 320 acres or a standard proration unit to coﬁprise between
315:and 325 configuous surface acres,

Q@ VWith reference td sub-paragraph B of Rule 1, I wihs you
would go over each one of those to show that provision is made
for the conditions as they presently exist in the field. Read,
if you will, the first statement and then discuss each of the
subdivisions. |

Section B under Rule 1, relating to proration units con-
tains these provisions:
One, that an operator may without notice and hearing drill

and/br produce wells on a standard proration uni* in conformance

with applicable spacing rules for the Fulcher-Kutz (Picturea Cliffs
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Pool. In brief that means that while a standard proration unit
would comprise 320 acres,’an operator would be permitted to drill
two wells on that standard proration unit in conformance with the
existing spacing regulations, That gives the operator thg prero-
gative of drilling one or‘two wells as he sees fit.

The second provision is that an operator without notice
and hearing may darill or produce a well on a legal quarter section
consistiﬁg of 158 to 162 acres in conformance with applicable
spacing rules for the pool. That means if an operator only has
160 acres to which he could attribute to a well, he would be per-
mitted to proceed with the drilling of a well on that 160. It
also would mean that all wells now drilled»on 160 acre tracts,
on 160 acré spacing pattern could sihply file a proration unit
for that plet and produce it without inter-result or notice and
hearing do establish an unorthodox proration unit.

The fhird, provision is, that an operator may without no-
tice and hearing produce all wells existing as of the date of this
order on a standard proration unit and, fourth, that an operator
may without notice and hearing produce all wells existing as of
the date of this order on less than a standard proration unit,
provided there is insufficicnt acreage.availablé to be attributed
to the well or wells to form a standard proration unit. Our ob-
jective of writing that into the rules was to give proper recog-
nition to the somewhat erratic spacing pattern we have had in the
past, prior to adoption of specific field rules. I believe that
provision will permit all operators, particularly in the north-

western portion of the field where they do not have sufficient
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- well without having to establish, after notice and hearing, his

will be established in accordence with the allocation formila we

acreage to form e standard unit, or where acreage as has been out -

lined by Southern Union and Aztec has been pooled to form drilling
units, those operators may, by filing a proration unit plot re-

quired'by the rules, go right ahead with the production of the

right to farm an unothodox unit.
- @ What is the provision made for each of these subdivisiong?
Q@ The provision is that the allowable for each well, re-

gardless of the amount of acreage that can be attributed to it,

have recommended. Our thought there is that in order to treat all
operators équitably, they should have an allowable established in
iine with the acreage which can be attributed to the well.

Q What is the next signifieant provision besides the stand-
ard provisions that are usually included in such an order?

A Well, there aré provisions in there for obtaining ad-
ministygtive approval of unorthodox units as outlined in Paragraph
C, and provided that in certain cases, if certain requirements are
mat that an operator may establish an unorthodox proratidn unit
with administrative approval by furnishing waivers or furnishing
the Commission proper notice, or rather proper information that
notice has been given to all of set operatours.

Q@ Rule 3 provides for the Nominations, is that correct?

A Yes, and I should like to point out there in : answer
to a question Mr. Gregnier is gbing to ask me, I have no objection
to altering that worfling to make the filing of supplemental nomi-

nations, only in cases where some change is indicated to be ne-

_coSSarY
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lity test conducted by the Commission or under their jurisdiction|

Q@ Isn%t it a fact, Mr,. Hiitz, that fluid in the well bore
could likewise cause that differential between bottom hole pres-
sure and shut-in casing pressure?

A Fluid in the well bore would affect caleulations of
bottom hole pressure corrected from surface meéasurements.,

Q@ Do you have any data avéilahle hased upon interference
tests or otherwise which, cther than these préssure caleulations
which you have introduced?

A There have been no interference tesfs conducted in this
field, I feel the information reflected by thé pressures accomp-
lishes the samé results,

Q 4You have no actual interference test in this Case?

A No, that is correct.

Q How lbng were these parﬁicular wells shut-in #hen these
pressure tests were taken? |

A I beiieve I read the shut in time on each one of the
wells in the récord, I shall be glad to go over them.

@ No, I overlooked them if it is in the record. I believe

you’dlso testified that there is a uniform saﬁd development thrdug}—

out this field? Wasn't that your testimony?

A No, 1 didnif testit'y as to the uniformity of the sand;
I think I said‘that the Pictured éiiffs is reédily identified on
the electric logs and can be correlated from well to ﬁell.

3 But your testimony is not that the sand in any particu-
lar well maybe the same in an adjdihing well?

A No, the Pictured Cliffs is heterogenous.
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Q@ In other words, it may or may not be the same half mile
away or a quarter of a mile away, isn't that correct?

A That is typical of these reservoirs in the Basin, that
i$ correct. |

Q@ In other words, in this Pictured Cliff's field in parti-
cular, isn't it true that you have protounced thinning, shaling
up and other variances in between, when you drill on 180 acres
basis? I had better restate that.

| A I wisg you would.

Q Isn't it true that the wells which are presently exis-
ting in this field, most of which have been drilled on 160 acre
basis, that there is a pronounced differential in the sand de-
velopiment between those wells?

A Oh, undewbtedly, there are variatiions in the developﬁent
of the porosity and permeability in various areds of the field.

Q@ That would have something to do with the amount of
recoverable reserves under each one of those 160 acres tracts,
would it not?

A Yes, that is true, I believe we testified on that.

G Based upon that thén, what is, I have forgoiten what
your testimony was as to the basis upon which yéu thought that one
well on 320 acres could drain that 320 acre tract as well as two
wells, if you have this pronounced differential in sand develop-
ment ? |

A I fail to see any real relationship between the ability
of a well to drain the acreage and the manner in which that acre-

age is developed, as far as the rock characteristics are c>ncerned;
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Q My point is that, isn't it true that one well on 160
acre basis c¢an more aderuately drain those particular 160 acre
tracts better than one well on 320 acres, when you might have in-
terference? In other words, the sand is completely thinned out
over that 320 acres and it picks up again down in the bottom part

of another 160 acre tract?

A I don't believe that in this field that has any signi-~ .
ricant effect. I believe that there are variations in the de-
velopment’of the pay and I believe that one well can, without
question, drain 320 acres, and I believe 1 testified in my opinion
there would be no significaﬁt difference in the ultimate recovery
in this field, if it were developed on 160 or 320.
¢ And your basis of this opinion is solely on the pressure
differential? |
| A I feel that that is good indication of the ability of
the wells to drain an area greater than 160 and certainly at
least 320. ‘
- Q You aon't have any interference test such as you had in
the West Kutz Field? .
A Not, but I will say this, © believe that the character
of development of the two fields is such that the information
that ﬁe have in the West Kutz Field could reasonably be expected
to be applicable to the Fulcher-Kutz Field.

MR. WEBB: That is-all I have.

MR. MACEY: Any further questions of the witness?
Mr. Hiltz, could you give me the wells that you cited as examples,

I believe you had them on a yellow sheet of paper there?
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A Yes, sir. The first one was El Paso Natural Gas Company

Frost Number 2, Southeast quarter of 27, 27, 10. It was completed

on February the 8, 1952 after 10 days shut-in time; the casing pre%-

sure was measured to be 479 pounds, and using a gas gradient from

the surface to midpoint of the pay, the corrected bottom hole

pressure was indicated to be b1l pounds.‘ You want all of them?
MR. MACEY: Yes, please.

A The second example, I gave was the E1 Paso Natural Gas
Company, Gordon No. 1 located in the southeast quarter Section
22, 27, 10, completed on December the 3, 1951, after being shut
in 22 days, a shut in casing'pressure was 524 pounds, the cor-
rected bottom hdle pressure was 557 pounds. |

The third example was E1 Paso Natural Gas Companyfs

McAdam's No. 2, in the northeast quarter section 28, 27, 10. It

was completed on December 4, 1951, after being shut in 6 days,
the casing pressure was 500. pounds. The corrected bottom hole
pressure was 532 pounds.
'Fourth example was Stanolind's Martin Gas Unit D No. 1, in
the northeast quarter'of Section 31, 28, 10, completed January 7,
1950, the shut-in casing pressure of 8 days was 489 pounds, the
corrected‘bcttom hole pressure was 521 pounds.
MR. MACEY: Pardon me a minute, was that, tha£ was the
Martin?
A Martin Gas unit D 1.
MR. MACEY: Is that in 38?7
A 38, 21, 10, is vhat I have here. The fifth example I

gquoted was Stanolind'!s Sullivan No. 1 in the northeast quarter of

—err——
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Section 11, 27,éi0, was completed December 2, 1950, and after
44 days shut-in the casing pressure was measured at 533 pounds,
the corrected bottom hole pressure was calculated to be 567.

MR. MACEY: What did you say was the original reservior
pressure?

A We believe it was 630 pounds, I believe that one indi-
cation you might have of that on the discovery well, I believe
that the shu-in casing pressure was initally measured to be 585
pounds and utilizing a gas gradient the corrected bottom hole
pressure, there is calculated to be 625 pounds. That was measured
in 1927.

' MR. MACEY: Do you know whether Stanolind has or any
other operator had-complefed any wells in the immediate area of
the. wells which you cited, which»ﬁave either shut-in casing pres-
sures or reservoir pressures in excess of say, 600 pounds?

A Surrounding wells?

MR. MACEY: Yes, sir.

A I have some data here which I could compare, Mr. Macey,
and submit to you. It will take just a little bit of time to
check the pressures I have. If you would prefer, I could attain
any data you desire and submit it later or--

M. MACEY: (Interfupting) I have got all the pressures
written down here and some of them are in exéess of 600 pounds,
For example, your Gordon 1 B.

A Yes, that was,

MR.MACEY: In the northwest quarter of 24, 27, 10, re- .

ported a shut-in pressure of 631 pounds?
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‘walls remain shut-in for sufficiently long period of time, the

A Yes, that is correct, that is the information I show her%.
However, I would like to also point out on the other four addi-
tional wells surrounding that one, the pressures measured were
as follows:

On Stanoliﬁd's Gordon C No. 2, the pressure was 505 pounds
at thgtrf}me. On Gordon C-1, it was 503, on Martin A-1, it was
465.5 jusf&ﬁWMinute,'I have given that incorrectly. VI will have
to correct4ééch one of those. On Stanolind's Gordon B-2 the
pressure was 505 pounds, on Stanolind's Gordon C-2, thé pressure
was 503 pounds on Stanolind's Gordon C-1, it was 465 and Stano-
lind's Martin A-1, it was 504. I cannot account for the anomalous
pressure of 631 pounds. It is incenceivabhle the pressure could
be in that raﬁge after that much production had been had from
the reservoir.

MR. MACEY: Do you think that the--I don't have the
shut-in times on your pressures, but don't you think there is a
possibility some of these wells might not have built up to a
static condition?

A That is correct, if dees take a considerable amount of

time for these wells to reach an equilibrium pressure and if those

pressures would be slightly higher, but I doubt seriously that
they would be significantly higher.
MR, MACEY: Any further questiohs? If not, the witness

may be excused.

{Witness excused.)

MR, MACEY: Yo you have anything further, Mr. Townsend?
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MR. TOWNSEND: I think not.

MR, MACEY: Have you offered your Exhibits?
| MR. TOWNSEND: I want to offer Exhibits 1 through 8 into
evidence.

MR. MACEY: Is there objection to the introduction of
the Exhibits in evidence? Without objection they will be recieved,
Does anyone have any further testimony in this Case? Anyone wish
to make a statement.

MR. GRENIER: Let me preface what I am about to say, my
statement that Southern Union Gas Company is by no meané opposed
to the institution of proration in the three fields where we are
considering proratibn today. We do, however, verj strongly feel
that if any prdration order 1s going to be entered, it must be one
which will be a valid order and deﬁonstrably a valid order, in the
event anybody having an interest in the subject matter of the or-~
der desires to submit it to the Court attack.

Now, Section Two of the ¢t under which we are here operat--
ing - defines waste. I am referring to the term as it is usually
used and generally understood, and then goes on to include some
other items which are also stated to be waste, and I point out
to .the Commission, particularly, the fact, Section 2-D of the
Act relating to the non-ratable purchase or taking, reiatesuonly
+0 ihe non-ratable purchase or taking of crude petroleum oil and
not to such taking of gas. Sub-section 2~E, states the production
in this State of natural gas from any well or pool in excess of

the reasonahle market demand fron such sources for natural gas

shall constitute waste, and goes on to define what reasonable mar-

ket._démand is. And we have had no showing in this case that there.
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pool in the state is fixed by the Commission an amount less then

has been production of gas in excess of that market demand.

We have seen, I think in the testimony here, some indica-
tions by inference at least, probably there is potential productiJn
in excess of that market demand at the present time, but not that
there'has been any actual production.

Passing over to other pertinent sections of the Act, Sec-
tion 12 C, which is the one which sets up in large measure the
standards to be applicable in the promulgation of gas proration
orders start off, "Whenever, to prevent waste, the total allow-

able of natural gas, production of gas wells producing from any

the pool could produce if no restrictions were iﬁpoSed, then the
Cormission shall allocate the production upon the basis speci-
fied in the section of this statute to conform to the standards
therein contained.™"

Also, further standards are prescribed over in Section 13-A
of the Act. Again, that is not a section of the Act which confers
the authority, it is merely a section of the Aét wvhich imposes
additiohal standards to be complied with in the issuance of an
order. _

Thinking back a month or two ago, to when we had the
Blanco Mesaverde hearing here, it will be recalled that at that
time the Commission staff put on some testimony indicating that
there had been very definite drainage as between wells and in this
case, also we have seen some testimony of thatvkind on the part

of Mr, Hiltz, who by inference has indicated to us that in appor-

tionately for the Blanco, I mean of the Fulcher-Kutz Field that
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there has been a novement of éas away fron the more recently de-
veloped areas to those which have been producing back over a peri-
od of 30 or 25 years.

wa, I would like, at this time, to make a motion that this
case be continued for the receipt of additional testimbny at a
later date, either by the interested companies or by the Commis-
sion's staff tending to show the facts which are called for by
the statute as the necessary basis for the establishment of a
valid proration order.

Our interest in it as a pipeline company and that is how
we are primarily interested in this field, is this: we have gas
purchase contracts cbntaining ninimum take or pay’provisions, if
during any year or specifieﬁ period of time, it is fixed by the
contract, if we fail to take into our pipeline the requisite quan-
tity of gas, we are nevertheless obligated to pay for the de-
finiency below the quantity that we did promise the seller that
we would take,

| Now, ﬁhen é valid proration order comes into being, we are
prevented by law in some cases by the operation of the formula
from téking the full amount which we lwe contracted to take,and
in those circumstances, we go back to the seller and say, we are
ver& sorry,. we are unable to take the amount we’'said we would but
we are not obhligated to pay you for the difference because we were
prevented from taking the amount that we said we would by the
supervening action of this Conservation Commission and we have
merely been acting in conformity with their order, taken what the

allowable was that was fixed for these wells.,
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Now, that is fine if the order ig a valid order, but if it
is not a valid order, and demonstrably a valid order, we are placdd
in a bhad position. Eiiher we are laying ourselves open to sub-
sequent lawsuit by the seller, who says that is fine but you
can't get out of your contract committment on the basis of an
invalid order, and this is an invalid order, or we take the risk
on thecother hand of taking more gas and saying, sorry, Mr. Com-
mission, we have disobeyed your order because we think it is in-
valid and we just had to do this in order to protect ocurselves.
Certainly that is a very unpalatable alternative.

It is fdr these reasons and because I feel that there can
be additional testimony, particularly in the other two fields,
introduced, possibly tending to show waste and certainly tending
to éhow 8 drainage and a need of, real need for protection of
correlative right; I move this case be contin:ed for introduction
of additional testimony along those lines at some later date.

Parenthetically, and to explain why we have not attempted
to introduce any such testimony at this time, these hearings, as
the Commission knows, and I think all of us taking part in them,
have been coming pretty thick and fast recently. Our company is
perhaps not quite as liberally blessed wita manpower as some of
fhe sthers, and T hesitate, and knowing some o¢ the other problems
that we are faced with, even with the promise that we will have
any testimony to put on. But that doesn't alter the fact that .
some is needed and called for. We will do the best we can to see
if we can work something up, use our best efforts, but that is as

far as I can state affirmatively at this time. I hope some of the
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others who have very generously given of their time and effort
will continue to do so along these lines.

MR. MACEY: Before we act on your motion, Mr. Grenier,
I would like to know if anyone has a statement or comment to make
along the line of Mr. Grenier'!s motion? I think he has raised
a very valid point and I think probabiy we better consult with
counsel before we make a ruling on the motion as to what to do
with the case. | ]

MR. GRENIER: Mr. Macey, might I add one more brief point
This same point to some extent also holds true of the West-Kutz
Case 696. I know that we are not hearing that matter now, but
it does seem to melthat possibly if it is decided that the motion
is yéll taken énd is to bé granted that the Commission might want
to consider a reopening of that case, alse, so as to provide us
with a sound and proper basis for going ahead. Mr. Kellahin may
feel he has adeqguate basis and may want to resist it as to the
West-Kutz, and certainly we are better off there than we have been
in the testimony on the Aztec and South Blanco areas here.

MR. KELLAHIN: I certainly would like tc resist it on
behalf of J, Hancock, Limited, in so far as the West-Kutz is con-
cerned, that case was heard,and full apporiunity was given every-
body to offer anything they had to offer, and Mr. Grenier partici-
pated in that hearing and if he had anything further %o add, he
should have added it at that time or said so befuore the Case was
closed,

MR, GRENIER: I agree, but this is something that hit me

at a later date. Getting back to that one, I feel we havse & sirong
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er Basis in that case for an order.

MR. KELLAHIN: I Qo too, and I think there is an ade-
quﬁte basis in the record for West Kutz Mr. Hancock, it was point-
ed out at noon time in the course of that hearing, was anxious
to get an order entered. I feel that order will link in with
these other pools and the effectiveness ofiit even though entered,
will hinge on the prorating of gas in the San Juan Basin generally,
There would be no partiéﬁlar merit in pressing for an order in
the West-Kutz. If the case is reopened, it would just cause fur-
ther delay in the entire matter and I resist for that reason.

MR. WALKER: Are you referring now to his present motion
or the additional --

MR. KELLAHIN: He suggested reopening the West-Kutz,

Mr. Walker, and I am resisting as to the West Kutz. As to the pre-
sent three cases before the Cormission, I am representing the
Lowry 0il Company in these cases and as far as we are concerned,
we have o> objection to continuance along the lines Mr. Grenier
suggested, and if it is to be done, I do have a statement to make
for Lowry, but I will reserve it to the end of the hearing.

MR. MACEY: Anyone else have anything further?

- MR. WEBB: On behalf of those companyrenumerated before,
we would like to concur with Southern Union in their motion to
continue this case, and in order not to take dp too much time, I
want to just by adoption, say the same thing he did and concur one
hundred percent in his remarks on the market demand and the other

factors he pointed out as to whether or not this would be a valid

order if issued,
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order if issued,

MR. MACEY: If there is anyone who would be 1in a posi-
tion any of the compénies»who would be in a position to put on
the testimony which Mr., Grenier outlined.

(Discussion off the record.)

MR, MACEY: The Commission will continue the case and
we will give you the exact date, depending upon whether or not
we can get this Hall on Wednesday the 15th, the regular hearing
is the 16th and I think we probablv ought to dispense with this
Case on a separate day.

For the information of anyone who is interested, the Com-
mission itself will attempt'to put on the necessary information
as pointed out by Mr. Grenier. I don't, personally don't think
thatkthere is any difference between the situation which exists
in the Pictured Cliff Pools any more than there is in Blanco
Mesaverde. I think waste was adequately proved in the Mesaverde
Pool, and I think it can probably be proved in this instance in
the Pictured Coiffs Pools. Now, I am referring to the three
Pictured Cliff Pools in this case and not the West-Kutz.

If you will bear with us a little while, unless someone has
anything else, we will continue the case and I will let you know
what date it is in a few moments, and we will continue .on to the
next case; Anydne have anything further? |

MR. KEBLLAHIN: I take it Mr. Macey, any statements to

be made in regard to these three pools will then be made at the

end of the hearing?

MR. MACEY: Yes, anyone have anything further? The

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ROOM 108-108-107 EL CORTEZ 8LDG.
PHONES 7-9645 AND 5-9546
ALBUQUERQUE, NEW MEXICO




116

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO )
I, ADA DEARNLEY & MARIANNA MEIER, hereby certify that the

SS.

foregoing and attached transcript of hearing in Case No. 729 be-
fore the 0il Conservation Commission, State of New liexico, at
Santa Fe, New Mexico, on September 18th & 19th, i95h, is a true
and correct record of the same, to the best of our knowledge,
skill and ability.

DATED AT ALBUQUERQUE, NEW MEXICO, this 13th day of September)
1954. '

7 COURT REPORTER ;
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BEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE COF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSZRVATION

COMMISSION OF NEW MEXICO FOR

THE PURPQOSE OF CONBIDERING:
CASK NO, 729
Order No. R-563

THE APPLICATION OF THE OIL CONSERVATION
COMMISSION UPON ITS§ OWN MOTION FOR AN

ORDER PAOMULGATENG RULES AND REGULATIONS
AFFECTING AND COMCERNING THE FU - CHER XUTZ-
PICTURED CLIFFS, THE AZTEC-PICTURED CLIFFS,
AND THE BOUTH BLANCO-PICTURED CLIFFS GAS
POOLS IN SAN JUAN AND RIO ARRIBA COUNTIES, NEW
MEXICO; MATTERS COMBIDERED BEING GAS POOL
DELINEATION AND DEFBETION, GAS PRORATION,
GAS WELL SPACING, GAB WELL ALLOWABLES, GAS
PRORATION UNITS AND AELATED MATTERS CON-
enm TRE ABOVE-MAMED POOLS.

ORDER OF THX COMMISSION

BY THE COMMIBSION:

~ This caust came on for hearing at 9 o'cleck a.m. o Juns 16,
1984, and wus tharenpen coniinned ts Octelor 14, 1984, ot Sanis Feo, New
Mexice, bofare the Oll Ceuservation Commmission, ml,nlur referred
to a5 the "Commission”,

rd :
NOW, en Shis day of Decamber, 1954, the Commission,

& querum biing preseat, haviag consideared the vecards and tastimeny
addnced, and being fully advised in the promises,

FINDS:

(1) That dus asiice of the time and pisce of asaring and ias
puzpess thereef having been given as required by law, the Commission
has jerisdiction of this case snd the subjoct matier theveel.

(2) That under various Commissien ovders, the Commission
has created and defined the vertical and horisental limits of the Fulcher
Kuts-Pictared Cliffs Gas Poel, the Astec-Pictured Clitfs Gas Peel and
the South Blance-Pictured Cliffs Gas Poel and by subsequent orders, tho
horisental boundaries of the above-named pools have besn extended.

{3) That the producing capacity of the gas wells in the Fulcher

! Kuts-Pictured Cliiia gas povi is greaisr inan ine markés dsmand foF ges
'trom said pool and that, for the purpese of preveating waste and protecting
i corrslative rights, appropriate rules and procedures should be adopted to
, i provide a method of allocating gas among proraiion units ia the Fulcher
| Kuts-Pictured Cliffs gas poel,
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‘ (4) That the preducing capacity of gas wells in the Astec-Pictured

| Cliffs gas poel is greater than the markst demand for gas frem said poel
and that, for the purpese of pretecting correlative rights and preventing
wasts, appreprists rules and precedures should be adopted toprevide a
method of allocating gas ameng preration units in the Astee-Pictured Cliffs

gas poel.

(5) That the preduting capeacity of gas walls in the Seuth Blance-
Pictured Cliffs gas poel is greater than the marhet demand for gas frem
said peol and that, for the purpese of pravanting wasts snd p1
correlative rvights, appropriate rules and precedures should be adepted
to provide a method of sliccating gas ameng preoration waits in the Seuth
Blange-~-Pictured Cliffs gas poel.

{6) That geslegical evidence indicates the neod for & revision of
the defind limits of the Fulsher Kuts-Pictured Cliffs gas poel, the Asntee-
Pleturid Cliffs 322 pool and the Scouth Blance-Pigiured Cliffs gas peel.

IT 8 THEREVORE CRDERKD:

(1) That the horizental limits of the Fulcher Knts-Pictured Cliffs
gas posl shall be that azea deserided in Exhibit "A" attached herete and
made a part hereof.

(2) That the horinental limits of the Astec-Pictured Cliffs gas
posl shall be that ares descrided in Exhibit "B* attached herete and mads
a part hereof,

(3) That the herisoatal limits of the Seuth Blance-Pistured Cliffs
gas pocl shall be that area descrided in Exhibit “C* sttached bereto and
made a part herveof.

(4) That special poel rulss applicable to the Fulcher Kutn-Pictured
Clifis Gas Peel, the Astec-Pictured Clifis Gas Pool and the Seuth Blanco-
Pictured Cliffs Gas Peol, be and the same heredby are premulgated, as
follows:

SPECIAL RULES AND REGULATIONS

| FOR THE FULCHER KUTZ-PICTURED CLIF¥S
1 GAS POOL

Well Spacing and Acreage Requirements for Drilling Tracts:

RULE 1:  Any well drilled a distance of one mile or more frem
‘the outer beundary of the Fulcher Kuts-Pictured Cliffs Gas Pool shall be
iciassilied as a wildcat well. Any well drilled less than one mile frem the
‘outer boundary of said peol shall be spaced, drillied, operatad and prorated
|in accordance with the regulations in effect in the Fulcher Kuts-Pictured
1Cliffs Gas Pool.
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: RULK 2: Kach well drilled or recompleted within the Fulcher Kuts-

f&!’lcﬁnnd Cliffs Gas Poel shall be located on a tract consisting ef not less than

’P quarter section of appreximately 160 surface contigusus acres substantially
the form of & square which shall be a legal subdivision (quarter section)

the U. 8. Public Land a.".”o

‘ LE 3t Each well drilled within the Fulecher Kutn-Pictured Cliffs
Gas P ot be drilled cleser than 660 feet to any outer boundary line
such quarier section, mor cleser than 330 feat te & quarter-quarter section
e subdivision inner boundary, nor closer than 1320 feet to a well drilling to
r eapable of producing frem the same poel.

. 4t The Secretary-Directer of the Commission shall have

ority to grast exception to the requirements of Rules 2 and 3 where

has been filod in dus form and such axception i» required because
sonditions resulting frem previeusly drilled wells in the area or, in the

¢ of Rule 3, the necessity for exception is based upen topagrapiic conditions.

Applicants shall furnish all eperaters of lesses effsetting
lease contalning subject well a copy of the application te the Commission,
applicant shall inciude with his application s list of names and addresses
sll such epersters, wcw.mmmmmmmq
ve bees preperiy astified by registered msil. The Secretary-Directer of
Cominissien shall wait at least 230 days befere approving any such excep-
and shall sppreve such emeeption ealy in the absence of objoction of any
operaters. In the avent an sperstor objacts to the exception, the Com-
sion shall congider the maiter enly after preper notice and hearing.

RULE §: The previsiom of Statewide Rule 104, Paragraph (k), shall
apply te the Yulcher Kuis-Pictured Cliffs gas poel.

Preration and Anoutu—z

i RULE 6: (A) The acreage allogated to a ne well for proration
&nrpoco- shall ke kuc g o5 (ke o2 provailes umit for that well. Fer the

¢ of gas sllocation in the Fulecher Kuts-Pictured Cliffs gas peel, a

rd prevation unit shall consist of appreximately 160 surface contiguous
cres substantially in the form of a square whick shall be a legal subdivision
f{quarter-section) of the U. 8. Public Land Survey; provided, however, that
non-standard proration unit may be formed after notice and hearing by

e Commission or under the provisions of Paragraph (B) of this rule.

!
it
l

The allowable production frem any asn-standard gas
gronuu unit as compared with the allowable preduction therefrem if such

ract were 2 standard unit shall be in the ratio which the area of the non-

tandard nroration unli bears io a standard proration unit of 160 acres. :
,Any gss proration unit containing between 158 and 162 acres shall be considered
to contain 160 acres for ths purpose of computing allowables.

{B) The Secretary-Director of the Commission shall
have autherity to grant an exception to Rule 6 (A) without notice and hearing
where application has been filed in due forra and where the following facts
sxist and the following provisions are complied with:

:
i
!
i
i
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(1) The proposed von-standard proration unit consists of less than
158 acras.

(2) The unerthedex sise or shape of the tract is due to a variation
in legal subdivisien of the U. 8. Public Land Surveys;

(3) The acreage assigned the non-standard unit lies wholly within
8 legal section.

(4) The acreage assigned th.e non-standard unit is contiguous with
the acreage containing said well.

(5) The entire nomn-standard gas proration unit may reasomobly
be presumed to be productive of gas.

{(6) The length or width of the non-standard gas provation unit
floes not exceod 2640 foet.

(7) Tho eperater making spplication for such exception to Ruli 6
§a)} inclndes with suck application:

(a) Waivers frem (1) all operatevs owning interests in the
¥ sections in which any part of the non-standard gas prevation unit
situsted and which acreage is not included ia said non-standayd gas pro-
units; and (1) all epezaters owning interests in acresge offsetting the
-standard provation unit; or

| (d) A list of mames and mailing addresses of all eperaters
: in parvegraph (a), tegether with preef of the fact that said speraters
netifisd by registered mail of the intent of the applicant te formn such
~standard gas prervation wait. The Secretary of the Commission may
such applicaticn if, after a peried of 20 days fellowing the mai ling
said netice, ne sparater as oullined in paragraph (a) above has eatered
osbjection to the formation of such nen-standard gas preration mdt.

RULE 7: Atlmt”uy-pmrﬁomuﬂ-h;dmhm

reration peried, .the Commissien shall held & hearing after dwe netice has

given. The Commission shall cause to be submitted by each gas
chaser "Preliminary Nominations™ of that quantity of gas which each purchager
goed faith actually desires to purchase within the snsuing preration period,
months, from the Fulcher Kuta-Pictured Cliffs Gas Poel. The Com-
siex shall consider the "Prelim/nary Nominstions™ of purchasers, actual
reduction, and such other factors as may be deemed applicable ia deter-
' the amount of gas that may be produced without waste from said pool
within the ensuing proration period. "Prelimimary Nominations" sball be
huhm!tted on Form C-121-A as prescribed by the Commission.

RULE 8: In the event a gas purchaser's market shall have

hcrcaud cr decreased, purchaser may file with the Commission prior to

the 10th day of the month a "Supplemental Ncmiration" showing the amount of
‘u the purchaser actually ir good faith desires to purchase during the euuing |
proration menth from the Fulcher Kutx-Pictured Cliffs Gas Pool. The Com-
tnission shall hold a public hearing between the 13th and 20th days of each
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| menth to determine the reasonable market demand for gas from said poel
for the ensuing preration menth, and shall issue a preration scheduie

| setting out the amount of gas which each well may produce during the

i ensuing prerzation moath. "Supplemental Neminations'' shall be submitted
or Yorm C-121-A as prescribed by the Commission.

; Included in the menthly proration schedule shall be (a) & summary

of the total pool allecation for that moath shewing aominatiens, and adjust-
ments made for underags or everage applied frem a previeus meath, (b) a
tabulation of the net allowable and production for the second preceding
menth together with a cumulative overage or underage computation, (¢) a
tabulation of the current and nst sllowables for the preceding month, (d)
s tabulation of currest menthly allowable for the snsuing preration meonth ,
and (e} a tabulation of the asrenge and duliverabdilities sssigned each well,
and the facters assigned sach well for use in caleulating individual well
allswables. The Cemmissien shall include in the proration schedule the
gas wells fa the Yulcher Kutn-Pictured Cliffs Peel delivering to 2 gas trans-
portation fasility, or lcane gathering system, and shall include in the pro-
ration schadule of said poel any well whigh the Commission finds is being
vareasembly discriminated sguinet through denial of access to & gas trans-
portation fagility whicgh is reasenably capable of haadling the type of gas
produged by such weil. The tetal allowable te be allocated to said posl each
menth shall be equal to the sum of the preliminary or supplemental nomina-
tiems, whichkever is applicable, tegether with any sdjustment which the Com-
mission deems advisable.

i, duriag a prevation meath, the acreage assigned s well is increased,
the operator shall notify the Secretary-Director in writing of such (ncrease.
The imcreased allewablc assigned the gas prervation unit for the well shall
becorne effactive on the first day of the month following receipt of the netifi-
cation by the Directer. All communications shall be mafled te the Direster,
at Bex 871, Sasta ¥e, New Mexice.

RULE 9: The mouthly gas allocation te the Fulther Kutx-Pistured
Cliffs Gas Peel ghall be divided and allocated among the wells cennected to
| 2 gas transpertation facility in the fellowing manmer:
The produst eblained by multiplying cach weall's acreage facter by
i the ealeulated daliverability (cxpressed as MCF per day) for that well shall
! be kmewn as the “AD™ fuctor for that well. The acreage factor shall be deter-
- mined to the nearest hundredta of a unit by dividing the acreage within the
 proration unit by 160. The “AD" factor shall be compuled to the nearast
i whele unit.

: A tentative allocation shall be made by dividing seventy -five percent |
" (15%) of the pool allocation among the wells in the proportion that each well's |
: "AD" factor bears to the sum of the "AD' factors of all wells in the pool.

The remaining twenty-five perceat (25%) of the pool allecertion shall
be divided among wells in the proportion that each well's acreage factor
"bears to the sum of the acreage factors of all wells in the pool.
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When the textitive allowable received by a well is in exncess of

its knowa preducing ability, the well shall be clasmd as a marginal well

| and its allowable limited to its known producing ability. The sum of the
differenge between the tentative allowables and the limited allowadles of
all marginai wells ea the provation schedule shall be reallecated to the
sen-marvginal wells by application of the same formula. I such resllesation
shall result in placing any other well within the marginal classifigation, the
difference botween the tentative allownble and the limited allewable of such
marvginal well shall be redistributed by application of the same formula
until ne well has received an sllewabls in exncess of its known producing
ability.

RULE 18: The salculated deliverability at the "deliverability
pressure” shall be determined in accordanes with the provisieas of Order
R=333-A; provided however, that the dsliverability pressure shall be doter-
mined as follows: ‘ ,

"Delive rability pressure™, as empleyed herein, shall be oqual to
&?"M (30%) of the seven (7) day shul-in pressure of sash respective

Beleasing of Production:

RULE Ml: Underpredustion: The hourse of 7 o'clesk a.m., M.5.7T.
'l’mmt o'¢clogk a.m., M.5.T., August 1, shall be known as
balanging dates and the perieds of tims bound by these dates shall be kaown
48 gas prevstieon perieds. In erder te effectivaly adminioter the prorationing
of gas in the Fulchar Kutu-Pletured Cliffs poel, it is advisshis §G have s
pevtion of ssch preration pervied incinde both summer and winter meonths.
Thervefore, the fivet presation peried shall commence en March 1, 1955, and
shall coutinus for s peried of cleven months wntil Fabsusry 1, 1956. ¥uturs
prervation perieds shall commence on the dates set out sbove. The amsount
of current gas allowable remuising unpreduced at the ond of sach prervation
peried shall be carrisd forward %o and may be predused during the nesnt
sucsseding preratisn paried in addition te the nermal gos allowabdle for such
sueccesding peried; provided, mewavis, (52t whatevey amount thereef is ast
made up within the first succeoding provation peried shall ke cancelled.

t!nimmtueieuthud underproduction has resulted from
inability of ithe well to preduce ity allowable, it may be classified as a
marginal well and its allowsble reduced to the level of the well's ability to
produce.

3 1f, at the end of a prorvation peried a marginal well has prodused

i more than the total allowable assigned a non-marginal uait of correspending
! sime and deliverability, such marginal well shall be recisesified as a non-

| marginal well and its ailewabls prorated secardingly.

If, durimg a proration pericd a margimal well is rewerked or re~
- completed in such a2 manner thut ite productive capacity is increased to

. en extent that said well should be reclassified as a non-margizal well, the
| reclassification shall be effeciive on the first day of the preration monta

. following the date of recompleticon.
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The Secretary-Directer may reclassify a well at any time if
| production data or deliverability tests reflect the need for such reclassifi-
| cation,

ULEK 13: Overpredustion: A well whick has produced a greater
| avasunt of gas was alloewed during & given preratien peried shall have
its allowable for the first sugceeding proratisa peried reduced by the amount
of such everpsaduction and such sverproduction shall be made up within the
firet sucesediag preration peried. If, at aay time, & well is overpreoduced
an ammeunt equivalent te six times its curreut menthly allowable, said weil
shail bs shut-in during the curreat month,

The Commission may allew overpreduction to dbe made up &t 2 lesser
‘vats than weuid be the sase if the well were somplately shut-in &i, wpen
public hearing ifter dus netiee, 2 is shown that complats shut-in of the well
weul result in material damage 00 said well.

Graating of Alh'tﬁu:

LE iSs  No gas well ahall be given an allowable mtil Form C.104
and Form C-1I9 have boen filed, together with a plat showing asreage attri-
buted te said well and the lecations of all wells on the lsase.

1 ng%u; Allowables to newly completed gas wells shall esmmence
on ths date of commectioa b0 & gas transpertation fncility, such dass to be
determined frem an affidavit furnished ts the Commission by the purchaser,
or the filing date of Form C-104 and Term C-1i8 and the sheve-described
plat, whichaver date is the later. Affldavits of connection will be submitted
to the Distriet Office of the Commission, Bex 697, Antec, New Mexige.

Ne woll shall bo assigned an allowable unless a deliverability test,
“.mmmuwmmmmdom:n-usa
has boen submitted.

In the abaence of daliverability tost data on aewly completed wells,
the opan-flow potentiai mkiéa Ix cialssmsace with Order R-333-A may be
used in apprecimating the well's deliverability. In this instanse, an assumed
daliverability equal to 15% of tas velume of ges preduced in the tnitial
potential test will be used. Thea allowable thus established using an estimated
. deliverability shall be a tantative aliowable and such allowable will be re-
| ealculated using the deliverability test data upen the submission of such data
. to the Commission.

Y
{
i
¢
!

Deliverability tests shall be taken “and caleulated in conformance
with Order R-333-A, the previsions of Rule 10 of this order and the testing
' schedule previsions of Order R-333-A.

Deliverability tests taken during 1954 shall be used in caleulating
. allowables for the proration perisd commencing March 1, 1955, Subsequent
i annual tests shall be used in calculating allowablzs for proration periods

| commencing during the next ensuing year.
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' Reperting of Preductien:

RULE 185: The menthly gas preduction from each well shall be
matered separaisly and the predustion therefrom shall be veparted to the
Commission on Form C-1i§, swuch form ts reach the Commission sn or be-
fore the 24tk day of the meath immediately following the menth in which the
gos reported was predused. The sperator shall show on such nputtlo
dispesition of the gas preduced.

Each purehaser or taker of gas in the Fulchey Kutn-Plctured Clifls
gae posl shall submait a report ¢ the Cammission, sush vepert to reach the
Commission en or bafere the 244k day of the menth immediately
ths mouth in which the gas was purchased or taken. Swsh repert shall he
filed e either Form C-ill or Form C-114, whichever is applicadle; and the
wells shall be listed in sppreximately the same ovder as they are und
listed on the preration schodule.

Forms C-111 and C-114€ as referved to nervein shall be submitted in
triplicats, the original being sent to the Commissiesn at Doa 871, Séata Ve,
New Mexice romaining copies will be sent to Dex $97, Astee, New Mexice
and Bex L0485, Mobbs, New Mexice, respectively.

Ferms C-11$ shall be submitted in sscordance with Rule 114 of
the Cemmicsion's Rules aad Regulaticns.

Tha full predustion of gas frem each well shall be charged against
the well's allowahis regariless of the dispesition of the gas; provided, hew-
ever, that gas used in maintainting the preducing ability of the well shall net
be charged against the allowable. _

RULKE 16: The term “gas purchaser™ as woed in these rules,
ahﬂmm%r"dp either at ths wellhoad o2 ot any poldnt on the
lease where connsetion is made %o fagilitate the transpertation or wiilisation
of gas. RMhMMdMW"htMaMa
in ssssordanse with Rules 7 and § of ihis evder.

RULE 17: Ne gas, either dry gas or casinghead gas, preduced frem
the Fuicher Kuin-Pictured CHII gas poel, encejt that gas wsed for "drilling-
in* purpeses, shall be flared or veated ualess specifically anthorised by
ovdar of the Commission after netice and hearing. ,

SPECIAL RULES AND REGULATIONS

FOR THE AZTEC-PICTURED CLIFYS

GAS POOL
; ' Weil Spacing and Acreage Requiremsnis ior Driiling Tracts:
: - RULE 11 Any well drilled a distance of one mile or more from

=the outer boundary of the Astec-Pictured Cliffs Gas Pool shall be classificd
a8 a wildcat well. Any well drilled less then ome mile from the outer boundary
‘of said pool shall be spaced, dzilled, operated and prorated in accordance

' with the regulations im effect in the Axtec-Pictured Cliffs Gas Pool.
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RULE 2: Each well drilled or recompleted withia the Astec-
Pictured Cliffs Gas Pool shall be located on a tract consisting of not less
than a quarter section of appreximately 160 surface contiguweus acres
iisubstantially in the form of a square which shall be 2 legal subdivision
{quarter section) of the U. 8. Public Land Surveys.

RULK 3: Each well drilled within the Astec-Pictured Cliffs Gas
Pooel shail net be drilled cleser than 662 feet to any outer boundary line of
swch gquarter sactien, nor closer than 330 feet to 2 quarter-quartey section
‘'ov subdivision imuer boundary, nor cleser tham 1330 feet to & well drilling te

ior capable of preducing from the same poel.

AULE 4: The Secretary-Director of the Commission shall have
authovity to girant excoption to the requirements of Rules 2 and 3 where appli-
eation has beon filod in dus form and such exception is required degause of
conditions resulting frem previously drilled wells in the ares or, in the ¢ase
Hlﬂcl, the neceseity for exception is bazed wpen tepegraphic conditions.

. Applicants shall furnish all sperators of leases offsetting the laase
immmnu.mduwumm-u asd

) shall include with his application a list of names and addresses of
sueh eperaters, tagether with a written stipulation that all such eperaters
have been preperly nstified by registered mail. The Secretary-Directer of
the Commission shall wait at least 30 days deiore appreving any such encep-
ition, and shall approve such exseption caly in the absence of ehjection of any
offset operaters. In the event an eperater objects te the sxcoption, the Com-
mmission shall consider the mattey enly after preper netice and hearving.

RAVLE 5: The previsiea of Statewide Rule 104, Paragraph (k),
shall net spply te the Astec-Pletured Cliffs gas peel.

, b {A) The azreage allecated to a gas well for provation
purposes shall be known a2 the gas preration wnit for that well. Feor the
perpose of gas allocation i the Astee-Pictured Cliffs gas peel, a standard
;puuum.wmmawymmmam
'suhstantiaily {n the form of 2 square which shall be a legal subdivisien
{quarter-section) of the U. §. Public Land Survey; previded, however, that
‘a men-standard prorvation uait may be formed afisr nstice and hearing by the
Commission or under the provisions of Paragraph (B) of this Rule.

; The allewable production from any non-standard gas proratien unit
‘as compared with the allowable production therefrom if such tract were a2
‘standard unit shall be in the ratio which the ares of the non-standard preration
unit bears to a atandard proratien unit of 160 acres. Aay gas proratien unil
‘containing between 158 and 162 aczes shall be considered to contain 160 acres
for tha purpose of computing auowables.

: (B} The Sscretary-Director of the Commission shail
‘have authority to grant an exception to Rule 6 (A) without notice and hearing
‘where application has been filed in due form and where the following facts
‘exist and the following provisions are complied with:




L =10~
. Case No. 729
‘ Order No, R-563

%
{1} The propesed nen-standard proration unit consists of less
| than 158 acres.

(2) The unerthedex sine o7 shape of the traet is dug to & variation
in legal subdivision of the U. 8. Public Land Surveys; . -

(3) The acreage assigned the non-standard unit lies whelly withia
a legal sectien.

(4) The acreage assigned the nor-standard unit is contiguous
with the acreage containing said well.

(5) The eative nen-standard gas preration unit may reasemably
be presumed to be preductive of gas.

(6) mmormam sea-standard gus prevation wait dees
not exceoad 2640 feet.

(7} The eperater making application for such ¢xseption to Rule 6
(a) ingludes with such application:

(a) Watvers frem (1) all eperators owniag intsrests in the
quartey sections in which any part of the non-standard gas prervation wait
fs situnted and which acrenge is net insluded in said nen-standasd ges pre-
ration wnits; and (2) all eperaters ewning interests in screage offsetting the
non-standard preration unit; or

“(®) A list of names aad mailing addresses of all eparaters
outlined In paragraph (a) tegether with preef of the fact that said eperaters
were notified by registered mail of the intant of the applicant to form sweh
ssa-standard gas preretion unit. The Secretary of the Commission may
approve sush applisation if, after & peried of 20 days following the mailing
of said netice, 2o operater as outlined in paragraph (2) sbeve has eatered an
ohjection to the formation of such nen-standazd gas preration wnit.

. RULE T: At least 30 days prier te the beginniag of cach gas pre-
ratien pevied, the Commission shall hold a hearirs a®er 2ue notics has beean
i given, The Commission shall cause to be submitted by sach gas purchaser
| "Preiiminary Nomisations™ of that guantity of gas wish each purchaser ia
good faith actually desires te purchase within the ensuing prorvation peried,
by menths, frem the Astec-Pictured Cliffs Gas Peol. The Cemmission shall
'consider the "Preliminary Nominatisns"™ of purchasers, actual predustien,
‘and sush ether facters as may be deamed applicable in determining the amount
:Of gis that may be produced without waste from said poel within the ensuing
‘pronm peried. "Preliminary Nomimations' shall be submitted on Form

C-121-A as prescribed by the Commission.

is

RULK 8: In tho event & gas purchaser's market shall have incnau@
| or dacreased, purchaser may file with the Commission prior to the 10th day |
< of the menth a "Supplemental Nomination" showing tae amousnt of gas the
. purchaser actuslly in good faith desires to purchase during the easuing pro-
i sation month frem the Astec-Pictured Cliffs gas pool. The Commissien
" shall hold a public hearing between the 13th and 20th days of each month to |
| determine the reasenable market demand for gas frem said posl for the

" ensuing proration month, and shall issue a proration schedule setiing out
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khc ameunt of gas which each well may produce during the emsuing preration
nth. "Bupplemental Noininations” shall be submitted on Form C-131-A
8 prescribed by the Commission.

| Included in the monthly proratiea schedule shall be (a) a summary
the total poel allecation for that month showing nomisstions, and adjust-
menis made for uaderage or sverage applied frem a previous meath, (b)
tabulation ¢f the net allewadle and produstion for the second preceding menth
ether with s cumulative sverage or underage computation, (¢) a tabulation
the current and net allewables for the preceding meuth, (d) a tabulation of
wrrent menthly allowable for the ensuing preration menth, and (¢) a tabulatien
{ the asreage and deliverasMities ansigned cach well, and the facters assigned
ash well for wse in caleulating individual well allowsbies. The Commissien
tnelude in the prevation schedule the gas wells in the Antes-Pictared

fis posl delivering to 2 gas transperiation fagility, or isase gathering

em, sad shall iacluie in the proration schedule of said poel any well which
Commission finde is boing wareasensbly discriminated aguinst through

nial of aceess 00 & gas transpertation fagility which is reasesably sapable
handling the type of gas prodused by such well. The total allowadbie te be
egated %o sald poel cach menth shall be equal te the sum of the preliminary
Wm mthw tegether with any

If, during s preration mouth, the acreage assigned a well is increased
he sperater shall aetify the Secretary-Directer in writing of such ingreanss.
The increased allowahis assigned the gas prorvation unit for the well shafl
come sffoctive on the first day of the month fallawing reseiyt of the netifi-
xtion by the Directer. All communications shall be mailed te the Director,
Bex 871, Santa Fe, New Meunxice.

RULE 9: The menthly gas sllecation to the Astec-Pictured Cliffs

Poel 8 be divided and aliscated ameng the wells connected to a gas
facility in the following manner: _

The preduct oliained by multiplying sack well's screage fagtor by

She salculated deliverability (expressed as MCYF per day) for that well shall

th.nnthc "AD"™ fagter for that well. The acreage facter shaii de deier-
t» the wearest hundredth of a unit by dividiag the acreage within the
seration unit by 160. The "AD™ facter shall be computed to the nearest

whels unmit.

|

i A testative allocation shaii be made by dividing seventy-five perceat
15%) of the poel allocation among the wells in the proportion that each well's
AD" facter bears to the sum of the "AD™ factors of all wells in the pool.

The nmua.h; twenty-five percont (25%) of the poel allocatien shall
h divided among wells in the proportion that each well's acreage factor bears
to the sum of the acreage factcss of aii welis in ihe pool.

When the tentative allowable received by a well is in excess of its
):uown producing ability, the well shall be classed as a marginal well and its
tu.;’vubh iimited to its knewn producing ability. The sum of the difference
een the tentative allowables and the limited allowables of all marginal
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. wells on tha proration schedule shall be reallocated to the nen-marginal
wells by application of the same formula. H such resllecation shall resuilt

" in placiag any other well within the marginal classification, the differeace

| hetween the tentative allowable and the limited allowable of such marginsl

: well shall be redistributed by application of the same formula watil ne weil
| has reeéived an allowable in sxcess of its known preducing ability,

' RULK 10: The calculatsd daliverability at the "daliverability

. prassure” shall be determined in accordance with the previsieas of Ovder
R+333-A; provided however, that the deliverability pressure shall be deter-
| mined as fellows:

: "Deliverabllity pressure'’', as empleyed hereia, shall bo equal te
filty percent, (30%) of the sevea (7) day shut-in pressure of sach respective
well.

| Belansing of Production:

RULK ll; Undarproduction: The hours of 7 o'cleck a.m., M. 8. T,
Febrwary i, -d 7 o'clock 2. ., M.5.T., August 1, shall be known as bal-
anting datee and the perieds of tiime beund by these dates shall be known as
gas proration perieds. In order to effectively admiaister the preratieaning
of gas in the Antec-Pictured Clifis peal, it is advisasble to have a portien of
esash proration peried include both summer and winier menthe. Therefere,
the first preration peried shall commence on Mareh 1, 1953, aad shall conth
for a peried of ¢cloven months uatil February 1, 1956. Futuve prerstion peri
shall commence on the dates set out ahove. The ameunt of curveat gas sllow-
able remaining unproduced at the ead of sach proratien peried shall be carrie
forward toand miy be preduced duriang the next susceeding proration peried
asddition to the normal gas sliewablis for such suceeeding peried; previded,
howaver, that whatsver ameunt thereof is not made wp withia the first -mq-
ing prervation peried shall be cancelled.

M it appears that sush continued underpreduction has resuited frem
inability of the well to produce its allowabls, it may be classified 2= & margingl

i S PR ~ - A e & .. m oA A . _ . PREpTR L 1 PUaS - -
 well and 115 sliowabie réduced s s ieval & s weil's a5illly W% posdzss.

! mowe than the tetal sllowshle assigned s nen-marginal unit of corresponding
| sise and deliverability, such marginal well shall be reclassified as & non-
. marginal well and its allewabls prorated acecordingly.

l

{

§ i, at the end of a proration period a marginal well hes preduced
|

g If, during a prevation period a marginal well is rewerked or re-
" completed in such 2 manner that its productive capacity is increased to an

* gxtent that said well shouid be reclassified as a non-marginal well, the re¢-
* classification shall be sffective on the first day of the proration month fallow-
. ing the date of recompieiion. :

: The Secretary-Director may reclassify a well at any time i
preduction data or deliverability tests reflect the need for such reclassification.

é RULE 12: Overpreduction: A well which has produced a greater
- amount of gas than was allowed during a given proration period shall have its
' sllowable for the first succeeding proratioa period reduced by the amount of
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sweh sverproduction and such everpreduction shall be made up within the 1
first succeeding proration pericd. 1If, at any time, a well s overpreduced
an amount equivaleat to six timas ite current monthly allewable, said well
shall be shut«in during the current month.

The Commission may allow everpreductioa to be made up at s

| lesser rate than weuld be the sase if the well were completely shut-im {f,
upea public heariag aftar dus netice, it is shown that completn shui-in of the
well weuld vesuit in material damage te said well,

Qranting of Allowabiss:

RULE 13: - Ne gas well shall be given an allowahle until Ferm 6-104

snd Form T-1I0 have deen filed, tegethar with a plat showiag acreage atiri-
buted te said woll and the lecations of sll wells en the Joase.

RULE 14: Allowebiss te aswiy completed gas wells -hnml
on the date of connection 0 & gos transperiation factlity, such date ¢o be doter;
mined frem an affidavit furaished te the Commission by the purchaser, or the
filing és4e of Yorm C-104 sad Form GC-110 and the sheva-described plat, which;
over date is the later. Affidavits of conmsction will be submitied to the Distriqt
Offiee of the Commission, Box 697, Astec, New Mexice.

Ne well ohsll be assigned as allowable ualess a deliverability test,
or & poteantial tast taken in conformance with the previsiens of Order R-333-A
has boen submitied,

r In the absance of deliverabilily test data on newly completed wells,
ths spea-flow petential taken ia conformance with Order R-333-A may be used
in spprexizniing the well's deliverablitiy. In this instanes, an assumed
deliveradility equal te 15% of the velume of gas produced in the inidial petential
test will be wesd. The aliewable thus established using sz estimated delivera-
bility shall be a tanistive allowebls and such allowshie will be recaleulated
using the delivarability test data upen the submission of such data te the Com-
mission.

Deliveradility esis saall 55 53 sskez ond eslenlatad {n conformance
with Order R-332.A, the previsions of Rule 10 of this erder and the tosiing
schodule provisions of Order R-333-A,

Deliverability tests taken during 1954 shail ba used in calculating
allowables for the proration peried commencing Marchl,1955. Subsequent
sanual tests shall be used in calculating allowables for proraiion perieds com-

mencing durisg the next _asuing year.

i Reporting of Preduction:

|
: |
: RULK 15 The monthly gas productioa frem sach well shall be f
‘ metered syparately and the production therefrom sball be reported to the i
i Commission on Ferm C-115, such form to reach the Commission on or before
the 24th day of the month immediately following the meuith in which the gas Ter
ported was produced. The operatcr shall show on such report the disposition|

of the gas produced,
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Each purchaser or taker of gas in the Astec-Pictured Cliffs
§8s peol shall submit a report to the Commission, such report teo reach
the Commissien on or before the 24tk day of the month immediately fellow-
ing the menth in which the gas was purchased or takea. Such repert shall
be filed on oither Form C-lil or Form C-1i14, whichever is applicadle, and
the wells shall be listed im appreximately the same erder as they are found
listed en the preration schedule.

Ferms C-lll and C-li4 as referred to herein shall be sshmitted in
triplicate, the original boing sent to the Commission at Ben 871, Santa Fe,
New Mexico,remaining copias will be seat to Bex 697, Axntec, New Mexico
and Bex 3045, Hebbs, New Kut«, respectively,

- Forms C-13 shall be submitted in ueotducc with Rulo 114 of
the Commissien's Rules and Regulations.

The full preduction of gos frem cach woll shall be sharged against
the weil's alloweble regardiess of the dispesition of the gas; provided, bow-
out. fhat gas used in mainiaining the producing ability of the well shall =et
b charged agailnat the allewable.

RULE 16: . The tarm "gas purchaser” s used in these rules,
Muum”ﬁ"" of gas either at the wallhaad or at any point en the
16889 vhorc connsction is mads to facilitete the transpertation or stilisation
of gas. It shald be the responsibility of said "taker to submit & nemination
in secordance with Rules 7 and § of this order.

RULE 17: No gas, ¢ither dry gas or casinghead gas, preduced
frem the Astec-Pictured Cliffs gas pesl, except that gas used for “drilling-
in" purposss, shall be flaved or venied wmaless -ycctﬁ«ny authorined by order
of the Commission sfler netice snd hearing.

SPECIAL RULEXES AND REGULATIONS
FOR THX SOUTH BLANCO-PICTURED CLIFrFs
: GAS POOL
Well Spacing and Acresge Requirements fof Tacts:

RULK L4 Any well drilled a distance of ons mile or mere from
the outer beundary of the Scuth Blanco-Pictured Cliffs Gas Pool shall bs
classified as a wildcat wall, Any well drilled less than one mile from the

accordance with the regulations in effect in the South Blanco-Pictured Cliffs

i

Gas Poal.

RULE 2: - Each well drilled or recompleted within the South Blaned
Pictund Cliffs Gas Pool shall be located on a tract consisting of not less than
a quarter section of approximately 160 surface contiguous acres substantially
‘in the form of a square which shall be a legal subdivision (quarter section) of |
(ltho U. 8. Public Land Surveys. i
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idrilling te or capable of producing from the same pool.

| exist and the following provisious sre complied with:

RULEKE 31 Eaeh well drilled within the South Blanco-Pictured 1
Cliffs Gas Poel shall act be drilled closer than 660 feet to any outer boundary |
line of such quarter sectiem, nor cleser than 330 feet to & cuarter-quarter ,
section or subdivision inner beundary, nor cleser than 1320 feet to a well

RULE 4; The Secretary-Director of the Commission shall have
suthority te graat exception te the requirements of Rules 2 and 3 where appli~
cation has boen filed in due form and such exceptiion is required because of
conditions resuliing from previously drilled wells (n the area or, in the case
of Rule 3, the necessily for exception is based upen topographic conditions.

' Applicants shall furnish all operaters of lenses offseitiag the lease
comtaining subject well a cepy of the application to the Commission, and
applisaat shall includs with his application & list of vames and addresses of
all such apovaters, tegethar with s written stipulation that all such eperaters
have been preporly aclified by registered mail. The Secretary-Divecter of
the Commission shali wait at least 20 days befere appreving any such exseptissh,
and shall appreve such exseption saly in the absence of ohjection of any offset
eparaters. [n the gvaat an oparater ebjects to the exception, the Commission
shall consider the matler ody after preper notice and hoaring.

RULE 5: The provision of Statewide Rule 104, Paragreph (¥),
shall net apply te the South Blance-Pictured Cliffs gas poel.

CGas Proeration and Mu.

RULE 6: (A) The acreage sllecated to & gas well fov provation
purpeses shall be knewn as he gas preration unit for that well. For the
purposs of gas allocstion in the Seuth Blance-Pictured Clitfs Gas Peel, 2
standard provstien unit shall comsist of approxizsassly 160 surface contiguous
scres substastially in the form of a square which shaill be a legal subdivision
{quartar-section) of the U. §. Pudlic Land Survey; provided, howaver, tast
3 noa-standard preration unit may be formed after netice and hearing by the
Cemmisgion or under the provisiens of Paragraph {B) of this Rule.

The sllowabis preduction {rem any non-standard gas proratiea usmit
as compared with the ailowabis predusiisa Larsirom if such traet wore s
standard unit shall be in the ratie whizt iLs ares o the nen~sianc>d prezatiesy -
unit boars te & standard preration uxnit of 160 acres. Any gas prevatien it
containing betwean 158 and 162 acres shall be considered te contain 160 acres
for the purpose of computing allewables.

(B) The Secretary-Director of the Commission shall
have authority te grant an exception to Rule 6 (A) witheut notice and hearing
wheze application has besn filed in dus form and where the following facts

(1) The proposed nonesiaadard prozation unit consists of less than |

158 acres. i !

(2) The unorthodox size or shape of the tract is due to a variatica ,

" in legal subdivision of the U. S. Public Land Surveys; -
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| (3) The acreage assigned the non-standard unit liss wholly
iwithin a legal section.

(4) The acreage assigned the non-standard unit is contiguous
with the agreage coataining said well.

(5) Ths entire non-standard gas proration unit may reascnably
be presumed te be preductive of gas.

(6) The length or width of the non-standard gas preration unit
dees not axcood 2640 fost.

(7) The sperater making q:pucmu for such exception to Rule 6
(a) {ncludes with such application:

{a) Waivers frem (1) all eperaters swning intorests in the
quarier sections ia which any part of the asn-standard gas prevation mait
is situsted and which acveage is net included in said nen-standavd gas pro-
ration waits; and (2) all eperaters ewning interests i-nuu. -lumum
nen-standard prevation uait; or

(d) A list of sames and mailing addresses of all oparaters
outlined in paragraph (a), together with proef of the fact that said eperaters
were actified by registared mail of the intent of the applicant te form such
aen-standard gas preration wmait. The Secretary of he Comminsion may
approve such application if, after a peried of 20 days feliowing the mailing
of said netice, ne oporater 35 outlingd in paragraph (s) sbeve has entered an
sbjection to the formatien of such non-standard gus precation unit,

RULK T: At lssst 30 days priev to the beginning of sach gos pro-
ratien period, the Commission shall held & hearing after dus notice has boan
given. The Commission shall cause to be submitied by ench gas purchaser

i "Preliminary Nominatioas” of that quantity of gas whish each purchaser ta
good faith acinally desires to purchase within the ensuing preration period,
by moaths, from the South Blanco-Pictured Cliffs Gas Peel. The Commisei
shall cansidar the "Preliminary Nominabtisnst of puschesars, o253l 556+
duttion, and such other facters as may be desmed applicable in determining
the amount of gas that may be preduced without wasts from said pesl withia
the ensuing prorvatien peried. "Prelimiaary Nomimations" shall bs submitied
on Form C-121-A as prescribad by the Commission.

RULK §: In the event a gas purchaser's market shall have
increased or decreased, purchaser may file with the Commission prier to
the 10th day of the month 2 "Supplemental Nominstion" showing the amount of
| gas the purchaser actually in good {faith desires {o purchsse during the ensuing
. proration month from the South Blanco~Pictured Cliifs gas poel. The Com-
' mission shall held a nublic hearing hetwgen the 11th and 20th days «f each month
i to determine the reasonable market demand for gas from said pool for the
3’:? ensuing proration month, and shall issue a proration schedule setting out the |
i amount of gas which each well may produce during the ensuing proration
. month, "Supplementsl Nominations'' shall be submitted on Form C-121-A |
" as prescribed by the Commission, :
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Included in the meathly proration schedule shall be (a) a summary
of the total peel aliccation for that month showing nominations, snd adjust-
maents made for underage or overage applied from & previous meath, (b) a
tabulation of the net allowable and production for the secoad preceding month
fogethar with & cumulative overage or undersge computation, (¢) & tabulation
of the current sad net sllowables for the preceding menth, (4) & tabulation of
curreat moathly allowable for the ensuing proration menth, and (¢) & tabula-
tion 6f the acreage and deliverabilities assigned each well, and the factors
acsigned sach well for use in calculating individual well alloewables, The
Commissien shall include in the proraticn schedule the gas wells in the South
Blange-Pictured Cliffs peel deliveriag to a gas transpertation facility, or
laass gathering system, and shall include (n the praration scheduls of said
peel any wall whith the Counmission finds is being unreasenably discriminated
sgainst threugh denial of aceess to 3 gas transperiation facility which s
reasenshly capabls of handling the type of gas preduced by such well. The
tetal sllewnbls te be allecated te said peal sach month shall be equal to ths
sum of the preliminary or supplemental neminstions, whichaver is spplicable;
together with aay adjustment which the Comnmission deems advisable .

K, during & provation meath, the acreage assigned a well is incrensed,
the sperster shall astify the Secrsiary-Direcior ia writing of such increass.
The incroased allowabls assigned the gas proration uait for the wall shaill
become effsctive en the first day of the month following receipt of the notifi-
zation by tha Divecter. All communicatioas shall be mucd to the Director,
at Bex 871, Sants Fe, New Mexice.

RULE 91 The menthly gas aliecstion to the South Blance-Pictured
am-w?m-wnummwmmmemmu
a gas transpoeriation facility in the following manner:

: The product obtained by multiplying sach well's acreage facter by
the caleniated delivershility (expressed as MCY per day) for that well shall
be known as the "AD" factor for that well. The acresgs factor shall be detery
mined to the nsarvest hundrédth of & cait by dividiag the seresge within the
provation wnit by 160. The "AD' factor shall be computed te the neavest
whale anit.

A teatative allecation shall be made by dividing nn:ti,—tin perceat
{75%) of the poel allocation ameng the wells in the preportien that aach well's
"AD" faetor bears te the sum of the "AD" factors of all wells in the peel.

The remaining twenty-five percent (25%) of the poal allocation
shall be divided cmong wells in the proporiion that sach well's acreage

When the tentative allowable received by a well is in excess of iis
known producing ability, the wsil shall be classed as & marginal well and its
allowable limited $o its known producing abilliy. Tks sum of the diffevence
betwaen the tentative allowables and the iimited allowables of all marginal
wells on the proration schedule shall be reallocsted to the non-marginal wells
by application of the same formula, If such reallocation skall result in i
placing any other weall within the marginal classification, the difference
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between the teatative allowable and the limited allowable of such marginal
well shall be redistributed by application of the same formula uatil ne well
has received an allowable in excess of its known preducing ability.

RULE 1 & The calculated deliverability st the "'deliverability
pressure’” shall be determined in accordance with the provisions of Order
R-333-A; provided however, that the deliverability pressure shall be deter-
mined as follows: ’

"Deliverability pressure'’, as employed herein, shall be aqual te
fifty percent, (50%) of the soven (7) day shui-in pressure of sach respective
well.

Balanging of Produstion:

RULE ll: Underpreduction: The hours of 7T o'cleck a.m, , M.8. T,
February |, and 7 o'clock a.m., M.§.T., August i, shall be known as balane-
ing dates and the porieds of time bound by these dates shall be known 88 gae
proration porieds. In ovder io offeciively administer the provationing of gas
in the South Biance-Pisturad Gliffs Peel, it is advisable te have & pertion of
sach provatien peried inclnde both summer and viater menths. Therefove,
the first prevaiien peried shall sommencs en March 1, 1955, and shall
seatinus for & pervied of cléven menths watil Februarvy }, 1956. Future pro-
ration porieds shall gemmence on the daies set out shove. The amount of
current gas sllowsble remaining unproduced at the end of cach provetion
pevied shall be carried forwird to and may be preduced during the aext sue
ing provation paried (n sddition to the nermal gas allowshie for such sucsond-
ing peried; provided; however, that whatever amount thereef is net made wp
within the first sucecoeding proratioa peried shall de cancelisd.

If it appeurs that such continned undarpreduction has resulied frem
inability of the wall to preduce its allowabls, it may be classified as s '
marginal well and its allowable reduced to the level of the well's ability te
produce.

I, at the end of a sroration peried 2 marginal well has produced
meore than the tetal sllowadis assigned & non-margingl unit of correspending
sine sad deliveradility, such marginsl well shall be reciassifiod as a zea-
margingl well and its allevable provated accordingly.

If, durimg & prorvation peried a marginal well is reworked or re-
completed in such & manner that its productive capacity is increased to an
extont that said well shouid be reclassified as a nea-marginsal well, the re-
classification shall e effective on the first day of the proration month follow-

ing the date of recompistion.

The Secretary-Director may reclassify a well at any time U pro- i
' duction data or deliverability tests reflect the need for such reclassification,

RULE 12: Overproduction: A well which has produced a greater
| amount of gas than was allowed during & given proration period shall have
i its allowable for the first succeeding proration period reduced by the amount
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d such overproduction and such overproduction shall be made up withia the
first suceseding prorstion peried. If, at any time, a well is overpreduced
a2 amount squivalent te six times its curreat moathly allowable, said well
shall be shut-in during the curreat month,

The Commissien may allow overproduction to be made up at a lesser
rate than would be the case if the well were completely shut-ia if, wpoa public
hearing after dus notice, it is showa that complets shut-in of the well would
result in material damage te said well,

|| Graating of Allewables: ‘
RULE 13: Ne gas well shall be given an sllowsbls unti]l Ferm C-104

and Form G-116 Bave been filed, tegether with & plat shewing sereage sttri-
buted te said weoll and the lecations of all wells eu the lsuse.

RULE 14: Allowables te newly completed gas wells shall commence
o he doiS of conncstion to & gas transperiation facility, sweh dats te bo
determined frem an affidavit furniched to the Commisstion by the purehaser,
cumusdu-drn-c.mmrmc-nauuammpwﬂ
whichover dale is the iater. AMV&.JMM&M“N
m-amoam-tmcmmm. Bex 97, Astee, New Maxice,

Ne well shail be assigned aa allowsble unless a deliverability tast,
or & potoniial tost taken in conformance with the previsiens of Order R-333-A
has boon m

humdwmmymau—wymwm.
mw-wmmumﬂ&omrn-ns-amuuq
in spproximating the well's deliverability, In this instanco, an assumed
deliverability equal %o 15% of the velume of gas preduced ia the initial petential
test will ba naed. The allowable thus established using an astimsied deliveras
bility shall be & tentative sllowabie snd such allowable will be recalenlated
using the deliverability test data upen the submission of su~h data to the Com-
missien.

Deliverability tacts shall be taken and caiculated in conformance
with Order R-333-A, the previsisas of Ruls 10 of this erder and the testing
schedule previsions of Order R-333-4A.

Deliverakility tests taken during 1954 shall be used in calculating
allewables for the proration peried commencing March 1, 1935, Subsaquent
aanizal tests shall be used ia calculating allowables for proratioa periods

commenciag during the next ensuing year,
! Reporting of Productioa:

i RULE 15: The monthly gas production from each well shall be
metered separately and the production therefrom shall be reported to the
! Commissien on Form C-i15, such form to reach the Commissicn on or before

" the 24th day of the month immediately following the month in which the gas
. zeported was produced. The operator sh:ll show on suth report the diapolltiba
i of the gas produced.
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_ Each purchaser or taker of gas in the South Blanco-Pictured

‘Cliffs gas poel shali submit a report to the Commission, such report

te resnh the Commissien on or befere the 24th day of the menth immaediately
;x!ollovh. the month {n which the gas was purchased or taken. Such repert
wuu be filed on ¢ither Form C-lll ez Form C-114, whichever is applicable,
'M the wells shall be listed in approximately the same order as they are
4‘0\!“ listed on the proratioa schedule.

Forms C-1il and C-li4 as referred te hovein shall be submitted in
atrlpuutc. the original being sezt to the Commission at Box 871, Santa Fe,
‘New Maxice, remaining coples will be sent to Box 697, Astec, New Mexice

/and Box 2043, Hebbe, New Mexico, respectively.

Ferms C-l18 shall be submitted in accordance with Rule 1114 of
the Commissica's Rules and Regulations.

The full preduction of gas frem sech well shall be charged against
the well's allowable regurdiess of the dispesition of the gas; previded, how-
‘aver, that gas used in maintaiuning the preducing ability of ihe well shall ast

‘ The term "gas purchaser” 2o wsed in these rules, shall
!tmur apmamu:mnumm-muuc
heve sonnection is made %o fagilitate the transpertstion oy wtilisation of
bu 1B ohall be the respensibllity of said "taker" to submit a nemination in

Pmr‘u«w&hm- 7 and § of this oxvder.

l‘h Ne gas, either dry gas or casinghoad gas, preduced
+Pictured Cliffs gas poel, emcept that gas wsed for
-h" pupuu. shall be flared or vented wmnless specifically authovised
orlor of the Commission after notice and heoaring.

»!
! The fellowing previsiens shall apply te the Astee Pistured Cliffs
ﬂuM mrmm-mucnmmpuxuunuanm
Wmmm :

vno%m YURTHER, That in filing Ferm C-10}, "Notice of
Mnﬂn or Recomplets™, or USGS Ferm 3-391-a, whichever {s
Applicadle, all eperateors shall strictly comply with the applienble pravicions
of Order R-397. Acsempanying the abeve form shall be a plat of the acreage
reatained in the proratioa unit, together with a complete list of all working
interest owners designating the acreage they hold within the communitised
am dedicated te the well. ,

: PROVIDED FURTHER, That fallure te comply with the previsions
of this order er the ruies comtained herein shall result in the cancellation

of allowable assigned to the affected well, No further allowabie shall be
assigned te the affected well until all rules and regulstions are complied with.
The Secretary-Director shall netify the operator of the well and the purchaser,
in writing, cf the date of allowable cancellation and the reason therefor.

PROVIDED FURTHER, That all transporters of gas or users of
gn shall file with the Commission a list of all wells within each pool con-
pected to their gas transportation facility as of February 1, 1955, and shall
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fumtnh connection notices thereafter, in accordanca with the provisions of
Ruls 14, as soen as pessible after the date of comnection,

The list required abeve shall contain the name of the eperater,
leas¢ name, well aumber, unit, and locatien of the well (Bection, Townahip
sad Range). Connection notices shall indicats the date of connsetion in addition
to the abeve-listed data,

EXNMIBIT "A"

Horlmul Iimits of the Fnlchor Kuts+Pictured Cliffs Gas Pool.
) ! RANGE 9 WEST

of Sec. 17, all Sve. 18, 19, & 20,
W/2 Bec. 28, all Sacs. 29 & 3.

E/lﬂu 190 Anm.. “Mu. ‘imel.

TOYW -~ MOR , RANGE 11 WEST
¥/T8es T, ¥78 bes.

. ’

TO"W il MORTH, RANGE 10 V!S‘!’

All Secs. 13 & 14, E/L Section 15, NE/4 Sec. 23, All
S8ec. 4, X/2 Sec. 28, E/2 8ec. 36.

TOV!QKIP 29 mm RANGE ll WEST

w/2 MSE/& Sec. 18, An Scct. 19 & 29,

SW/4 8ec. 11, 8W/4 5ec. 27, All Sces. 28, 29 &
30, NE/4 Ses. 31, N/2 8ec. 32, N/2 Sec. 33, AlLL -
Sec. 34, SW/4 Sec. 135,

TOWNSHIP 29 NORTH, RANGE 12 WEST
Al Sec. 2, 571 and §f73 Sec. 3. :
N/2 See. 4, N/2 Sec. 5, N/2 Ssc. 6, ;
E/2 Sec. 10, 211 Secs. 11, 12 and 13,

TOWNSHIP 29 NORTH, RANGE 13 WEST
NE?Z Sec. |}

TOWNSBHIFP 30 NORTH, RANGE 12 WEST
All of Sec. 19, SW,’:S«:. 20, W/& Sec. 27,
all of Sece., 28 thru 34 inel. i
SW/4 Sec. 35.
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EXHIBIT "B"

Horxizontal limits of the Astec-Pictured Cliffs Gas Poel

TOWNSNIP 38 NORTHN, RANGE 9 WEST
AT Pastial Baction T AN of

Sees, 18 .“l’. “. 3’. & 30,
n/‘ “‘a n. m'.co u.

TOWNINIP 38 NORTM, RANGE 18 WEST
T/ Partial fee. 11, RE 3 Bec. 1Y

- 8. i . N
SW/4 Setu. 13, ALl Sess. 14 thru 13, inel.
NE/4 80s. 19, All Secs. 20 trw 28, imel.
n/3 s:: 29, NE/4 Sec. 34, N/2 Sec. 38, all

TOVNSIIP 30 HORTR, RANGK 10 WEST

.. 7w 39, inal,
SW/4 5ec. 28, all Beca. 29 thru 33, imel.

TOWMSNMIP 30 NORTH, RANGE 1) WEST

X s & 5.
 All Secs. ¥ hru 10, inel. W/2 Ses. 1L
Aum.. u.“ ”. MO .
All Secs. 32 thru 36, inel.

TOWNSHIP 31 NORTH, RANGE 1l WEST
871 8ec. 39 ’ '
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LXHIBIT ''C"

Horisontal limits of the Scuth Blanco-Pictured Cliffs Gas FPoel.

TOWNSHIP 26 NORTN, RANGE 5 WEST
875 Sec. 15. 575 3_ ec., 30

TOWNSHIP 26 non'ru. RANGE 6 WEST

c. 2, all Secs. § thru 11, imel.
SW/4 Sec. 12, all of Secs. 13 thru 24, incl.
“/l Ses. “. l‘/l See. “. N/I Sec. 11.
N/2 Sec. 28, N/2 Sec. 29, N/2 8ec. 30.

TOWNSMIP 6 NORTN, RANGE 1 WEST
t'knﬂl. tacl.
Sees. 23, 23 and 3‘.

TOWNSHIP 26 NORTH, RANGE § WEST
Al oL Bec. 1 — .

TOWNSHIP 27 NOI“. RANGE 6 WEST
.. s 31 and 32
'/3 “C 3’. S,l lcc 34

romm 14 IOR“ uncr 1 WEST

SW/4 loc u; s/2 s« u. 8/2 8ec. 15,
8/2 Sec. 16, All of Secs. 17 thru 23 incl.

TOWNSKIP 27 NORTN, RANGE 8§ WEST
mm. inel. ,
All of Secs. 35 and 36,

'rowmnm- 27 m'ra, RANGE 9 \V“‘!‘

E/; a«. 9. all of Secs. 10, 11, 12, 13, & 14,
E/2 Sac. 13, all Sacs, 34 and 28,
NE/4 Sec. 26.

DONE at Santa Fe, New Mexico, on the day and year hereinabove

designated.
STATE OF NEW MEXICO

OlL CONSERVATION COMMISBICN

<;/ R ,/; i L &

EDWIN L. MECH Chatrman

W0y rMMacea
W, B, MACEY, 5 mber and Secretary







BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL COMSERVATION

COMNISBION OF NEW MEXICO POR THE
PURPOST OF CONSIDERING: CASE NO. 729 :

ORUER NOo Re565~B
i THE APPLICATION OF THE OIL COMSERVATION
{ COMMISSION O¥ ITS CWN MOTICN FOR AN CRDER 5
| PROMULOATING RULES AND RRGULATIONS AFFECTING :
| AND QONCERNING TME FULCKER-XVUTZ-PICTURED CLIFFS,
! THE AZTEC-PICTURED CLIFFS, AND THE SQUTH BLANCO-
rxmmwmnmmmm
ARRIBA COUNTIES, N MEXICO: MATTERS COMSIDERED
BEING GAS POCE DELINEATION, GAS POGE, DEFINITION,
GAS PRORATION, GAS WELL SPACING, mmm‘m.
wnmmummmmmn CONCERNING THE
ABOVE-NAMED POCLS,

It sppearing to the Commission that Order R-565«i, dated
January 7, 1955, dees wet correctly and aceurstely state the order and
intent ¢f the Commission in certain particulars dwe to imsdvertensce and
eleriecal errer, the Commission

That Parsgraph 3 of saild order should be correctly stated to
correst the orrer in peocl designation.

That Order R-~565-A, as the seme appears in the records ef the
Commissisn, snd the arigimal of said erder, be amsnded in the follewing
respects and particulars;

That Parsgraph 3, under IT IS THEREPORE CRUERED, be changed
to resad as Zollews: ’

(3) Rule 3 of the lp.c:bl m» uua Regulations for the
th Blan: , is exrdered stricken
thorefor:

I "u.r \nll drilled vithin the defined limits of the Seuth

- [ Pogl shaii be located on &
i ) snsisting of not less than a
qumrmmmwnalmlnwmmutmu.s.
i Public lands Survey, such quarter section te contain ap-
, proximately 160 surface contigusus acres and to be sub-
! stantially in the form of a square., Such well shall be
| located at least 990 feet from the outer boundary of said
quarter sectien, provided, however, that a telerance of 200
feet i3 permissible.®

; That & ;‘
be entered nunc p
brd.x- Re565A,

*
é4q

P
ticns and ¢

< - 20T +
as of January 7, 1955, the date of eaid

e
1]

o
tun




' N7
DONE st Santa Pe, New Mexico, on this < day of
Pebruary, 1955,

| STATE OF MW MEXICO
? OIL COMSERVATION COMMISOION

Z"oaw Fho .

P. SDES, CHAIRMAX

V4
L. éﬂOZ%‘éL/L,_
W EHTna







BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

‘IN TME MATTER OF THE HEARING

CALLED BY THEE OIL CONSERVATION

'COMMBSION OF THE STATE OF NEW

\MEXICO FOR THE PURPOSE OF CON-

’nm:nncaz
CASE NO, 129
Order Neo. R-565-A

| TME APPIICATION OF TME OIL CON-
| SERVATION COMMISSION ON ITS OWN
| MOTION FOR AN ORDER PROMULGATING
RULES AND REGULATIONS AFFECTING
AND CONCERNING THE ¥FULCHER KUTZ-
PICTURED CLIFFS, THE ALTEC-PICTURED
CLIFFS AMD THE SOUTM BLANCO-PICTURKED
CLIFYS GAS POOLS IN SAK JUAN AND RIO
ARRIBA COUNTIES, NI'W MEXICO; MATTERS
COMSIDERED BEING GAS POOL DELINEATION,
GAS POOL DIFINITION, GAS PRORATION, GAS
WELL SPACING, GAS WELL ALLOWABLES, GAS
PRORATION UNITS AND RELATED MATTERS
GONCERNING THE ABOVE -NAMED GAS POOLS:

MUNC PRO TUNC ORDER OF THE COMMISSION

BY THE COMMISSION:

It appearing te the Commission that Orvder R-565, dated
December, 1954, dees net correcily and accurataly state the order of
the Commission in cerisin particulars due te inadvertsnss and clerieal
| exvor, .

1T 13 THEREFORE ORDERED:

; That Oréss Iis, 2-548, na the same appears iv the recerds
ol the Commission, and the original of sald erder, be amended in ths follow-
lag respecits and particulars:

(1) Rule 3 of the Spceial Rules and Regulations for
the Fulcher Kuts-Pictured Cliffs Gas Pool is
ordered stricken and the following paragraph
substituted therefor:

"Any well drilled within the defined limits of the
Fulcher Kuts-Pictured Cliffs Gas Poel shall be
located on & dssignated drilling traet consiasting

of mot less than a quarier section which is a legal
subdivision of the U, 8. Public Lands Survey, such
qurter section to contain approximately 160 centiguous
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acres and to be substantially in the form of

8 square. Such well shall be located at least
990 feet from the outer boundary of said quarter
soction, provided, howsver, that a telorance of
200 feet is pormissible.”

(2) Rule 3 of the Special Rules and Regulations for
theé Astec-Pictured Clitfs Gas Poel is erdered
stricken aad the fellowing paragraph substituted
therefor:

2z " Any well drilled within the defined limits of the

| Astec-Pietured Clifis Gas Poel shall be lecated

on & desiganted drilling tract consioting of net

lese tham & quarter secticn whick is & legsl sub-
divisien of the U. 8. Public Lands Survey, sush
quarier seciion 1o contain appreximately 140 surface
contiguous acres and to be substantislly in the form
of & square. Such well shall be lecaind ot Joast 999
foet frem the outer bouadary of said quarter sestlen,
previded, however, that a telerance of 200 foet is
permiseible. "

(3)  Rule 3 of the Special Rules snd Regulatiens for
the Blance-Pictured Cliffs Gas Poel is ordared
strickon and the fellowing paragraph subetituied
tharefor:

"Any well drilled withia the defined limits of the Blance-
Pictured Cliffs Gas Pr i shall be located on & designated
drilling trect consisting of not 1698 than & guarter section
which {s & logal subdivision of the U, §. Public Lands
Survey, such guarter ssction te contain appreximately
i 160 surface contiguous seres and (o be substaatially in

i the form of & square. Such well shall be lecated at least
| 999 inei ivem Va8 ouisT DoundaTy & said FERTiT seetien,
; previded, bowever, that a tolerance of 200 foet {9 por-

! missible, " ’

i IT 1S FURTHER ORDERED: That the cerrections and changes set
;'g forth in this order be cuntered munc pro tunc in the original erder as of
i December 23, 1954, the date of said original ovder,

DONE at Santa Fe, New Mexice, on this_7 ~— day of January, 1985, |

State of New Mexico
Oi], Conservation Commission

/&M F dms

ohn F. Simms, Chairman

L0 9
W. B. Macey, Member and Secretary







.
«3. : v K
. o ,
;

Case No. 729

SPECIAL RULES AND REGULATICNS
FOR THE FULCHER KUTZ.PICTURED CLIFFS
GAS POOL

Well Spacing and Acreage Requirements for Drilling Tracts:

RULK 1: Any well drilled a distance of one mile or more from the
cuter boundary of the Fulcher Kuta-Plctured Cliffs Gas Pool shall be classified
as a wildcat well, Any well drilled less than one mlile from the outer boundary
of said poel shall be-spaced, drilled, operated and prorated in uce'orda_acc
with the reguiations in effect in the Fulcher Rits -Ptcturedncullc Gas Pool.

RULE 2: EKach well drilled or recompleted within the Fulcher
Kutu-Pictured Cilffs Gas Pool shall be locaied om a tract consisting of not
less than a quarter section of approximately 160 surface contiguous acres
substantially {n the form of a square which shall be a legal subdivisioa
(quarter sectien) of the U. S, Public Land Surveys.

RULE 3: Each well drilled within the Fulcher Kuts-Plctured
Clifs Gas Pool shall not be drilled closer thin 660 feet to any outer boundary
line of such quarter section, nor clcser than 330 feet to a quarter-quarter
sectioa or subdivision inner boundary, nor closer than 1320 feet to a well
drilling to or capabh of producing from the same pool.

RULE 4: .'rl\c Secretary-Director of the C ommission shall have

lﬂez!ﬁv to ora

-7 - - —=

exception tothe requirements of Rules 2 and 3 where
application has been filed in due form and mh exception {s required bedause.
of conditions resulting from previously drilled wells in the area or; in the
case of Rule 3, the necessity for exception is based upon topographic
conditions.

Applicants shall furnish all operators of leases offsetting the lease
containing subject well a copy of the application to the Commission, and
applicant shall include with his application a list of names and addresses of
all such cperators, together with a written stipulation that all such operators
have been properly notified by reglstered mail, The Secretary-Director
of the Commission shall wait at least 20 days before approving any such

exception, and shall approve such exception only in the absence of objection
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of any offset operators. In the event an operator objects to the exceptien,
the Commission shall consider the matter only after proper notice and
hearing.

RULK 5.: The provision of Statewide Rule 104, Paragraph (k),
shall not apply to the Fulcher Kuts-Pictured Cliffs gas pool.

GAs Preration and Allocation:

RULK 6: (A) The acreage allocated to a gas well for proutlén
purposes shall bc known as the gas proration unii for that well. For the
purpese of gas allocation in the Fulcher Kuts-Pictured Cliffs gas pool, a
standard proration uait shall consist ‘ol approximately 160 surface contiguous
acres substantially in the form of a square which shall be a 1...1 subdivision
(quarter-section) of the U. 8. Public Land Survey; provided, however, that
a Q.---w ’nrit{on unit may be formed after notice and hearing by the
Commission or under the provisions of Paragraph (B) of this Rule, |

The allowable production (rm any non-standard gas proration unit
as compered with the allowable production therefrom if such tract were a
standard \nh shall be {a the ratio which the area of the non-standard proration
unit bears toa standard proration unit of 160 acres. Any gas proration unit

containiag between 138 and 162 acres shall be considered tocontain 160 acres

for the purpose of computing allowables.
(B) The Secretary-Director of the Commission shall bave

authority to grant an exception to Rule é (A) without notice and hearing where

application has been filed in due form and where the following facts exist
and the following provisions are complied with:

1. Where the progosed non-standard proration unit consists of
lass than 158 acres, |

2. Where the unorthodox size or shape of the tract is due o a
variation in legal subdivision of the U. S, Pudlic Land Surveys; or

3, Where application has been filed in due form and where the

following facts exist and the following provisions are complied with:
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(a) The acreage assigned the non-standard unit lies
wholly within a legal section.

(b) The acreage assigned the non-standard unit is
contiguous Qlth the acreage containing said well,

(c) The entire non-standard gas proration unit may
reascnably be presumed to be productive of gas,

(d) The length or width of the non-standard gas pro-
ration unit does not exceed 2640 feet,

| (s¢) The operator making application for such
exception to Rule 6 (a) includes with such application:
(1) Waivers from (a) all operators owning imterests

in the quarter sections tn which any part of the non-standard gas proratien uanit
is situated and vhich acreage is not induded in said non-standard gas prorvatien

units; and (b) all operators cwning interests in acreage offsetting the non-

‘standard proration unit; or

(2) A list of aames and mailing addresses of all
operators outlined (n paragraph (1), together with proof of the fact that said
operators were notified by registered mail of the intent of the applicant to
ferm such non-standard gas proration unit. The Secretary of the Commission
may approve such application if, after a period of 20 days following the
mailing o( said notice, no operator as ocutlined {n paragraph {1} above nas
entered an objection to the formation of such 'noa-sfandard gas proration unit.

RULE 7: At lease 30 days prior to the beginning of each gas

proration period, the Commission shall hold a hearing after due notice has

been given. The Commission shall cause to be submitted by each gas

purchaser "Preliminary Nominations'' of that guantity of gas which each purchaser

{n good faith actually desires topurchase within the ensuing proration period).
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by months, {rom th'r:.rf‘rulc.i;szr Kutz-Pictured Cliffs Gas Fool. The Commission
shall consider the ''Pratiminary Nominations" of purchasers, actual pro-
duction, and su.h other factors as may be deemed applicable in determining
the amount of gas that may be produced without waste from said pool within
the ensuing proration period. ''Preliminary Nominations'" shall be submitted
on Form C-121-A as prescribed by the Commission.

RULE 8: In the event a gas purchaser's market shall have
incceased or decreased, purchaser may file with the Commission prior to the
10th day of the moath a' Supplemental Nomination" showing the amount of gas
the purchaser actually in good faith dasires to purchase during the ensuing
proration menih frem the Fulcher Kuts-Pictured Cliffs gas pool. The Com-
mission shall hold a public hearing betwean the 13th and 29th days of each month
te determine the reascnable m;rkot demand for gas from said pool for the
ensuing jromloa month, and shall »l.»mc a proraiion schedule setting out
the amount of gas which each well may produce during the ensuing proration
month. "Supplemental Nominstions" shall be submitted un Form C-121-A
as prescribed by the Commission.

) Included in the monthly pronltlon schedule shall be (a) a summary
of the total pool allocation for thatinonth showing nominations, -nnd adjustments
made for underage or overage applied from a previous month, (b) a tabulation
of the net allowable and production for the second preceding month together

with a cumulative overage or underage computstion, (c) a tabulation of the

current and net allowables for the preceding month, (d) a tabulation of current
monthly allowable for the ensuing proration month, and (e) a tabulation of

‘ﬁ;e acreage and deliverabilities assigned each well, and the factors assigned
each well for use in calculating individual well allowables, The Commission
shall include in the proration schedule the gas wells in the Fulcher Kute-
Pictured Cliffs pool delivering to a gas transportation facility, or lease
gnthering system, and shsll include in the proration schedule of said pool any

well which the Cominiesion {inds is being unreasonably discriminated against
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through denial of access to a gas transportation facllity which {s reasonably
capable of handling the type of gas produced by such well. The total allow-
able to be allocated to said pool esch month shall be equal tothe sum of the
preliminary or suppleamental nominations, whichever is applicable, together
witk any adjustment which the Commiuiou deems advisable.

If, during a proration moath, t‘ao acreage assigned a well is increased,
the eperator shall notify the Secretary-Director in writing of such increase.
The increased allowable assigned the gas proration unit for the well shall
become effective om the first day of the month following receipt of the notifi-
culﬁ by the Director. All communications shall be mailed to the Diractor,
at Box 871, Sauta Fe, New Mexico.

RULE 9: The monthly gas allocation to the Fulcher Knh-Pich\M
Cliffs Gas Pool chall be divided and allocated among the wells connected to
a gas transportatioa facility in the following manner:

The product obtainéd by mulﬁplytal each well's acreage factor by the
calculated deliverability (expressed as MCF per day) for that well shall be
known as the "AD'" factor for that well. The acresge factor shall be deter-
mined to the nearest hundredth of a unit by dividing the acreage within the
proration unit by 160. The "AD' factor shall be computed to the nearest
whaole unit.

A tentative all-cation shall be made by dividing seventy-five
percent (75%) of the pool allocation among the wells in the proportion that
each well's "AD'" factor bears to the sum of the ' AD" factors of all wells in
the pool.

The remaining twenty-five percent (25%) of the pool allocation
shall [:> divided armong wells in the proportion that cach well's acreage .
factor bears to the sum of the acreage factors of zll wells in the pool. )

When the tentative allowable received by a well is in excess of itn\

Ay

known producing ability, the wel} shall be classsd a5 & marginal well and

its allowable limited to its known producing ability. The sum of the differ-

ence between the tentative allowahles and the limited allowables of all
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marginal wells on the proration schedule shall be runocatcd to the non-
marginal wells by application of the same formula, If sush reailocation
shall result in placing any other well within the marginal ciassification, the
difference between the tentative allowable and the limited allowablc of such
marginal well shall be redistributed by application of th§ same formula until
no well has received an allowable in oxcess of {ts known producing ability.

RULK 10: Tbe calculated deliverability at the ''deliverability
pressure’ shall be delermined in accordance with the provisions of Order
R-333-A; provided however, that the deliverability pressure shall be deter-
mined as follows:

"Deliverability pressure'", as employed herein, shall be equal to
fifty percent, (50%) of the seven (7) day shut-in pressure of each respective

well.

Balancing of Production:

| RULE 11: Underproduction: The bours of 7 o'clocka.m., M.S.T.
Februaryl, and 7 o'ciock a.m., M.5.T., Augustl, shall be known as balanc-
ing dates and the periods of time bound by these dates shall b known as gac
proration pericds. In order to effectively administer the prorationing of gas
in the Fulcher Kuts-Pictured Cliffs pool, it is advisable tohave a portion
of each proration period include both summer and winter months, There-
fore, the {irst proration period shall commence on March !, 1955, and
shall continue for a period of eleven months until February 1, 1956, Future
proration periods shall commence on the dates set out above. The amount
of curren! gas allowable remaining unproduced at the end of each proration
pericd shall be carried forward to and may be produced during the next
succedding proration period in addition to the normal gas allowable for
such succeeding period; provided, however, that whatever amount thereof
ts not made up within the first succeeding promtion period shall be cancelled.

If {t appears that such continued uaderproduction has resulted from

inability of the well to produce its allowable, it may L2 classified oz 5
marginal well and its allowable reduced tothe level of the well's ability to

produce.
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I!_. at the end of a proration period a marginal well has produced
more than the tchl al}omblc assigned a non-marginal unit of corye_.ponéh;g
.ql:q and dAc"ltyexr‘nPllity. such marginal w. 'l shall be reclassified as a non-
mrg:.uul well ;Pd it.);nownbl_o_p;o‘nted ’ac‘cprdingly._

» Il. dnrlng a proratton pertod s murginal \nu in rcworked or re-

complcud in such & _manner thnt its productive capacuy is incrcucd toan extent

that »n_‘ai»d__v__-vllts‘ho‘u’ld__bf reclassified as a noqomargluq_lyqu., the reclassification

....

P TR

_‘rocomplcttga. ARSI i B R : oo
s 'rhc Sccrmry-Dinctor may rcchntly a well ut say tim i! prodnc-
vthu d;h or dellnrubmty tests reflect the need for such nch.nﬂicatlca.

..+ BULE2:  Overproduction: A well which has produced a graater
smonnt of gne, than was allowen furing 3.sives provation peried shall bave ite
ouowatblc for thoﬂr-t succeading proration period reduced by the amount of
such oynrproduction and such overprodystion shall be made up yithin the
rst guecqmding provation pariod. U at sny tme, 4 well ly overproguced an
smount egsivalent to six times s current monthly sllowsble, said well shall
be shut in duriag the current month. | |

LSS B S d

o Th. Commiulon may allow overproduction to be made up at a lesser
‘rlh M wonld be thc case. if the mn were complmly -hnt-in l(. upoa public
hutkng aftor duc notlce. lt h shovu th:t comphh ohut in of tln mu would
_rnult in mmtlal dsmqo to ugid vnn.‘ ,

_Grut_l_gkot Allovsblu.‘

RULE 13 ~No gas well chnll be given an ;llovuble untu Form C-104
and l‘orm C 110 Iuve becn Iued. together with a plat showing acreage attri-
buted to said well and the locations of all wells on the lease,

| RULK 14: Allowables to newly completqd gas wells shall commence
on the date of connection to a gas transportation facllity, such date to be
determined irom an affidavit furnished to the Commission by the purchaser,
or the filing date of Form C-104 and Form C-110 and the phove-dcsc:@bgd:
piat, whichever date is the later, _Afiidavi'tt of conn?ction will be submitted

to the District Office of the Commission, Box 697, Astec, New Mexico.
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No well ghall be assigned an allowable unless a deliverability test,
or a potential test taken in conformance with the provisions of Order R-3330A
has been submitted,

In the absence of deliverability test data on newly completed welle, the
open-flow potential taken in conformance with Order R-333.A may be used in
a‘pprmattn. the well's deliverability. In this instance, an assumed
deliverability equal to 13% of the volume of gas produced in the initial
potestial test will be used. The allowable thus established using an estimated
deliverability shald be a teatative allowable and such allowable will be re-
calculated using the deliverability test data upon the submission of suck data
te the Commigsion.

Deliverability tests shall be taken and calculated in conformance with
Ovder R-333-A, the provistans of Rule 10 of this order and the ‘mm
schedule previsions of Order R-333.A.

Deliverability tests taken during 1954 shall \'a used in calculating allow-
ables for the preration period commencing March 1, 1955, Subsequent annual
tests shall be used in calculating allowables for proratioa periods commencing
during the asxt ensuing year,

Reporting of Preductien:

RULE 18: The monthly gas production from each well shall be

metered separately and the production therefirom shall be reported to the
Commission on Form C-113, ¥/ such form to reach the Commission on or
before the 24th day of the month immediately following the month {n which the
gas reported was produced, The operator shall show on such report the
disposition of the gas produced,

Each purchaser or taker of gas in the Fulcher Kuts-Pictured Cliffs gas
pool shall submit a report to the Commission, such report to reach the Com-
mission on or before the 24th day of the month immediately following the
month in which the gas was purchased or taken. Such report shall be filed
on either Form C-111 or Form C-114, whichever is applicable, and the wells
shall be listed in approximately the same order as they are found listed on

the proration schedule,
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Case No, 729

Forms C-11l and C-114 as referred to herein shall be submited in triplicats,
the original being sent to the Commission at Box 871, Santa Fe, New Mexico
remaining copies will be seat to Box 697, Astec, New Mexico and Box 2045,
Hobbs, New Mexico, respectively.

_ Forms C-11$ shall be submitted in accordance with Rule 1114 of the Com-
mission's Rules and Regulations.

The full production of gas from each well shall be charged against the
well's allowable regardiess of the disposition of the gas; provided, however,
that §as used in maintaining the producing ability of the well shali not be
charged against the allownble. o

RULZ 16: The term "gas purchaser' as ussd in these rules, shall
mean any "taksr" of gas either at the wellhesd or at any peint on the lease
where connection is made to facilitate the transportation or utilisation of gas.
It shall be ihc responsibility of said "'taker’ tosubmit a nominaticn in

azcesdance with Rnl_u 7 and 8§ of this order.
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SECRETARY AND DIRECTOR k. 0. sn

Santa Fe, New Mexico

NOTE: OCC EXHISIT 1 FROM CCTOBER 14 1954 HEARING

(Slvis Utz has this exhibit in his map rack)
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BEFORE THE
OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO

Santa Fe, New Mexico

LR IR B 2 T

TRANSCRIPT OF FROCEEDINGS
CASE NO, 729

Regular Hearing
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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
June 16, 1954
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IN THE MATTER OF:

Case No,

The application of the 0il Conservation Com-
729

mission upon its own metion to consider an
order premlgating rules and regulations
affecting and concerning the Fulocher-Kutz-
Pictured Cliffs Gas Poel, the Aztec-Piotured
Clifrs Gas Peol, and Seuth Blance~Pictured
Cliffs Gas Peol situated in Sam Juan and Rio
Arriba Counties, New Mexico.

N S S N e st o N i Nt “ad

BEFORE:
Henerable Edwin L, Mechem
Mr. E. S. (Jehnny) Walker
Mr, R, R, Spurrier
TBANSCRIPT GF HRARING
MR. SPURRIER: Now, in Case 729, Mr. Macey I think was a
recemmendation following the note that you see at the beginning of

this case.

MR. MACEY: In connection with Case 729, the advertisement
in the oase was for the 16th day of June and we fully intend to .
advertise the case to be he'srd the same time that the other cases
regarding proration in the San Juan area, on the 21lst of June.
Therefore, I would like te move that the case be continued to June

21st, in order that we can obtain testimony at that time,

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ROOM 108-106-107 EL CORTEZ BLDG.
PRONES 7-9643 AND 5-95486
ALBUQUERQUE, NEW MEX{CO
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MR, SPURRIER: Is there objection to Mr, Hngoy'- motion?
If not we will recommend that the case be continued to June 21st.

(Recess.)
CERIIFICATIER

I, ADA DEARNIEY, do hereby certify that the above and fere-
going transoeript ef preceedings before the 0il Conservation
Cemmission on June 16, 1954, in Mabry Hall, Santa Fe, New Mexiece,
is a true and cerrect recerd te the best of my knevledge, skill
and ability. ,

Dated at Albuquerque, New Mexicvo, this 19th day of June,
1954,

i ’dgg;Lazﬁ7z4ézf
Notary Publie /\

My Commission Expires:
June 19, 1955,

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS

ROOM 108-106-107 EL CORTEZ BLDG.

PHONES 7-9648 AND 5-9546

ALBUQUERQUE. NEW MEXICO
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TRANSCRIPT OF PROCEEDINGS
GASE NO.,

Regular Hearing




BEFORE THE

®il Tonservation Tonmtission
SANTA FE, NEw MEXlCO

IN THE MATTER OF:

729
CASE NO. (S5 > 1954)

TRANSCRiPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURT REPORTERS
RooMs 105, 106, 107 EL CORTEZ BUILDING
TELEPHONE 7-9546
ALBUQUERQUE, NEW MEXICO




BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
June 22, 1954
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Case No.
729

IN THE MATTER OF:

)
)
3
The application of the 0il Conservation )
Commission upon its own motion to consider an )
order promulgating rules and regulations )
affecting and concerning the Fulcher-Kutz - )
Pictured Cliffs Gas Pool, the Aztec-Pictured )
Cliffs Gas Pool, and the South Blanco- )
Pictured Cliffs Gas Fool situated in San Juan )
and Rio Arriba Counties, New Mexico. %
)
)
)
)
)
)
)
)
)

The matters to be considered in the above~
styled case will pertain to gas pool delinea-~
tion and definition, gas proration, gas well
spacing, gas well allowables, gas proration
units, and related matters, affecting and con-
cerning the Fulcher-Kutz -~ Pictured Cliffs
Gae Pool, the Aztec ~ Pictured Cliffs Gas
Pool, and the South Blanco~Pictured Cliffs
Gas Pool in San Juan and Rio Arriba Counties.,

- s Wa A Em Mm Ss @ e e ee Bm T e Am WR OR MR m e e AR e s W g

BEFORE:
Honorable Edwin L, Mechem

Mr. E. S. (Johnny) Walker
Mr. R, R, Spurrier

TRANSCRIPT OF HEARING

| MR. SPURRIER: The meeting wi’l come to order please. Mr,
Reeves, I believe you were still on the stand. Does anyone have
any further question of Mr. Reeves?
MR. MACEY: I want to ask him a question.
MR. LOCKE: I would like to call up Case 729 having to do
with the proration of gas in the other fields and made a motion

concerning it, I would predicate my motion on these facts. I am

ADA DEARNLEY & ASSOCIATES
STENOYYPE REPORTZRS
ROOM 105:106-107 EL. CORTEZ BLDG.
PHONES 7-9645 AND 5-9548
ALBUQUERQUE. NEW MEXICO




advised that the ones are now prepared to go ahead with the hear-
ing. 1 am further advised that the Commissirn itself is not at
this time ready to go ahead with the hearing. In view of the
deliverability, tests will not be completed until 8-31, that is
August 31 of this year.

I now move that Case 729 be continued until the September
meeting of the Commission.

MR. SPURRIER: Is there objection to Mr. Locks's motion on
Case 7267 Is there anycone who haz tssiimony to present in Case
7297 We will give you an answer 6n that after the first recess.
‘(Recess).

MR. SPURRIER: The meeting will come to order. Mr. Foster,
before you continue may I make an announcement: on Case No, 729
on which Mr. Locke moved for continuance. We will continue that

ocase to the regular July hearing, which is July 15, 1954,

ADA DEARNLEY & ASSOCIATES
BTENOTYFE REPORTERS
ROOM 105-106-107 EL CORTEZ BLDG.
PHONES 7-9645 ARD 5-9546
ALBUQUERQUE. NEW MEXICO
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STATE OF NEW MEXICO )

: 88,
COUNTY OF BERNALILLO )

I, Ada Dearnmle —.y Court Reporter, do hereby

“certify that the foregoing and attached transcript of proceedings

vefore the New Mexico 01l Conservation Commlssion at Santa Fe,
New Mexibo, is & -true and correct record to the trest of my
knowledge, skill and atility,

IN WITNESS WHERECF I have affixed my hand and notarial
7
seal this éz day of _ July y 1954,

Kot#ry Public, Court Reporter

My Commission Explires:

June 19, 1955,







BEFORE THE

®il Consernation Conmumission
SANTA FE, NEW MEXICO

IN THE MATTER OF:

case No. 7292 Regular Hearing

TRANSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURT REFORTE2®
ROOMS 105, 106, 107 EL CORTEZ KUILDING
TELEPHONE 7-9546
ALBUQUERQUE, NEW MEXICO




BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
July 15, 1954
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IN THE MATTER OF:

Application of the Commission, upon its own
motion to consider an order promulgating rules
and regulations affecting and concerning

the Fulcher-Kutz-Pictured Cliffs Gas Pool, the
Aztex-Pictured Cliffs Gas Pool, and the South
Blanco~Pictured Cliffs Gas Pool situated in
San Juan and Rio Arriba Counties, New Mexico.

The matters to be considered in the above=
styled case will pertain to gas~pool delinea-
tion and definition, gas proration, gas well

spacing, gas well allowables, gas proration units,

and related matters, affecting and concerning

the Fulcher-Kutz - Pictured Cliffs Gas Pool, and

the ‘South Blanco=Pictured Cliffs Gas Pool in
San Juan and Rio Arriba Counties,

- e e @ M e e M e W eh n AT G W P W A AR N e W@ W wm @ -

BEFORE:

MR. E. S. (Johnny) Walker
Mr. R. R. Spurrier

TRANSCRIPT OF HEARING

MR. SPURRIER: The next case on the docket
Does anyone have féstimony to present in 7297
MR. MACEY: Mr. Spurrier, on behalf of the
we feel that the case should be contined until the
However, we feel that very careful study should be
meantime regarding the pool delineation of the gas
‘listed in this case and we understand that there ha

quite a bit of work done by the industry, but it is

+hatr ~Aironvapa—i PRy

rot

Case No.
729

)
)
)
)
)
)
)
)
)
)
)
3
|
)
)
|

is Case 729.

Commission staff
month of August
made in the

pools that are
s already been

not complete

Yoo s

. 233) o o343
vhdt—eVveryone—wiltTT—agrec—witll
ADA DEARNLEY & ASSOCIATES
STENOTYPE REPOATERS
ROOM 105-108-107 EL CORTEZ BLDG.
PHONES 7-96435 AND 35-9548

ALBUQUERQUE., NEW MEXICO
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should be thoroughly studied before any evidence is presented to

the Commission.
MR. SPURRIER:
If not we will continue the case to August 18th.

Is there objection to Mr, Macey'!s motion?

STATE OF NEW MEXICO
COUNTY OF BERNALILLO

.55.

gt GG St

I, ADA DEARNLEY, Court Reporter, do hereby certify that the
foregoing and attached transcript of proceedings before the New
Mexico 0il Conservation Commission at Santa Fe, New Mexico, is a

true and correct record to the best of my knowledge, skill and

ability. _
h IN WITNESS WHEREOF I have affixed my hand and notarial seal

this 17th day of July, 1954,

*Notary Public, Court Rgport%;"‘

My Commission Expires:
Jure 19, 1955

ADA DEARNLEY & ASSOCIATES
STENOYYPE REPORTERS
ROOM 105:108-107 EL. CORTEZ BLDG.
PHONES 7-96485 AND B-9546
ALBUQUERQUE, NEW MEXICO
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BEFORE THE

@il Tonseruation Commission

SANTA FE, NEwW MEXIcO

September 15, 1954

IN THE MATTER OF:
Special Hearing

case no. 729 (Cont'd.)

TRANSCRIPT OF PROCEEDINGS

ADA DEARNLEY AND ASSOCIATES
COURT REFORTERS
RooMs 105, 106, 107 EiL CORTEZ BUILDING
TELEPHONE 7-9546
ALBUQUERQUE, NEw MEXICO




BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
September 15, 1954

SPELTAL HEARING

IN THE MATTER OF:

Special continuation for presentation
of testimony relating to gas-pool de=-
lineation and definition, gas pro=-
_pration units and related matters affect=-
ing and conceznini the FulghereKutz -
Pictured Cliffs, Astec-Pictured Cliffs
and South Blanco-Pictured Cliffs Cas
Pools in San Juan and Rio Arriba
co‘mti.! ,.N: ’jo
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BEFORE?
_Honorable Edwin L, Mechen
Mr. E. S. {(Johnny) Walker
Mr., William B, Macey

REGISIER

Barten W, Ratliff Skelly 0il Company
Humble 0il & Refinery

Humble 0il & Refining Co.

He L. Beckmann
A. A. Phillips
Jde Jo'Smith Stanolind 0il & Gas Co.
F. Norman Woodruff El Paso Natural Gas

We H. Van Hook Magnolia Petroleum Co.

Keith L. Wernick Pubco .
Forrest G. Déniell Pubco

P. T+ McGrath U. S. G4 Se
Elvis A. Utz NeMe0uCaCo

Case No. 729

(Cont'd.)

Tulsa, Oklahoma
midland, Texas

Albuquerque, N

Ft. Worth, T

Houston, Texa

Lovington. N.

B ‘\5\.

AN ca .

bno

Albuquerque, N.M.

Albuquerque,N.:

1o

Farmington,N.M.

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS

ALBUQUERQUE. NEW MEXICO




TRANSCRIPT OF HEARING

MR. MACEY: The meeting will come to-order, pleass. The
. case on the docket this morning is Case 729, pertaining to the
Fulcher-Kutz, Aztec-Pictured Cliffs and South Blanco«-Pictured
| Gliffs Cas Pools. |

MR. KITTS: The stalff has not, Mr. Secretary, besn able t$
prepare and complets its testimony on waste and non ratable take E
in the Pictured Cliff Pools. Therefore, we resquest that we be -
‘allowed to postpone our testimohy until sometime during the month
of October.

MR. MACEY: You are requesting a continuance to October?

MR, kITTS: To October. l

MR. MACEY: Is thera an objection to the continuance to
sometlme in October?

MR, KELLAHIN: I have no objection to the continuance,
howevor, I urderstand the Octobsr hearing will be held in Hobbs.

" 8

Y would suggest that this not be put in with this, becauss some of

us would have: a considerable distance t¢ travel and some of us

would prefer to have it held in Santa Fs. :

' MR. MACEY: We realize that, and we saw the possibility o{
neoding the continuanrce and have arranged to have this room for th‘
lkth of October, which is a Thursday. In view of your statsement,
i 18 there objection to the continuance of the case to October 14th?

If not we will continue the case, Mr, Utz, in connection with

that, do you think you will be ready on October 1l4th?

MR, UTZ: T think we will, Mr. Macey. I can't make a defi-

§ nite promise, but I believe we will be ready.

ADA DEARNLEY & ASSOCIATES
COURT REFORTERS

ALBUQUERQUE, NEW MEXICO




i Oétobsr 14th, The hearing is adjourned.

MR, MACEY: If no objéchion the case will be continued to

(Whersupon Case 729 was continued t¢
October 14, 195L.)

STATE OF NEW MEXICO )
COUNTY OF BERNALILLO § '

Y, ADA DEARNLEY, GourﬁrRepérbor, do hereby certify that the
foregoing and attached transcript of proceedings before the New
Mexico 011 Conservation Commission at Santa Fa, New Mexico, is a
true and correct record to the best of my knowledge, skill and
ability. |

IN WITNESS WHEREOF I have affixed my hand and notarial seal
this Z3rd day of September, 1954,

"Notary Public, Court Repgrter

My Commission Expires:
June 19, 1955

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS

ALBUQUERQUE, NEW MEXICO







EL PASO NATURAL GAS COMPANY

PROPOSED RULES AND REGULATIONS FOR
THE: . PICTURED CLIFFS8 GAS POOL
SAN JUAN COUNTY, NEW MEXICO

WELL SPACING AND ACREAGE REQUIREMENTS FOR DRILLING TRACTS,

RULE 1. Any well drilled a distance of one mile or more from the outer boundary of
the Pictured Cliffs Gas Pool shall be classified as a wilCeat well. Any well drilled
less than uvne mile from the outer boundary of the Pictured Cliffs Gas Pool shall be
spaced, drilled, operated and prorated in accordance with the Regulations in effect in the

Pictured Cliffs Gas Pool.

RULE 2. Each well drilled or recompleted within the Pictured Cliffs Gas
ool shall be located on a tract consisting of not less than a quarter section of approximately
160 surface contiguous acres substantially in the form of a squere which shall be a legal sub~
division “‘quarter section) of the U. S. Public Land Surveys.

RULE 3. Each well drilled within the Pictured Cliffs Gas Pool shall not be
drilled closer than 660 feet to any outer boundary line of such quarter section nor closer than
30 feet to a quarter-quarter secticn or subdivision inner boundary nor closer than 1320 feet to
a well drilling to or capable of producing from the same pool.

RULE 4. The Secretary of the Commission skall have authority to grant exception to
the requirements of Rules 2 and 3 where application has been filed in due form and such excep- -
tion is required because of conditicns resulting from previously drilled wells in the area or, in
the case of Rule 3, the necessity of exception is based on topographic conditions.

Applicants shall furnish all operators of leases offsetting the lease containing subject
ell a copy of the application to the Commission, and applicant shall include with his application
a list of names and addresses of all such operators, together with a written stipulation that all
such operators have been properly notified. The Secretary of the Commission shall wait at least
20 days before approving any such exception and shall approve such exception only in the absence
f objection of any offset operators. In the event an operator objects toc the exception the Com-~
mission shall consider the matter only after proper notice and bearing :

RULE 5. The provision of Statewide Rule 104 Paragraph (k), shall not apply to the
Pictured Cliffs Gas Pool.

GAS PRORATION

RULE 6. The Commission after notice and hearing, shall consider the nominations of
gas purchagers from the Pictured Cliffs Gas Pool and other relevant data and shall fix



2.

the allowable production in the Pictured Cliffs Gas Pool, and shall gllocate production
among the gas wells in the Pictured Cliffs Gas Pool delivering to a gas iransportation
facility upon a reasonable hasis and recognizing correlative rights, and shall include in the prora-
tion of such pool any well which it finds is being unreasonably discriminated against through

denial of access to a gas transportation facility which is reasonably capable of handling the type

of gas produced by such well.

PRORATION UNITS

RULE 7. A. For the purpose of gas allocation in the . . Plctured Cliffs G2s
Pool a standard proration unit shall consist of approximately 320 contiguous surface acres con-
sisting of the North, South, East or West half of a section and being a legal subdivision of the
U. 8. Public Land Surveys; provided, however, that a gas proration unit other than a legal half
section may be formed after notice and hearing by the Commission, or as outlined in paragraph B,
Any standard proration unit consisting of between 315 and 325 contiguous surface acres shall be
“considered as caontaining 320 acres for the purpose of gas allocation,

B. The Secretary of the Commission shall have authority to grant an excep-
tion to Rule 7 A without notice and hearing:

1. Where the unorthodox size or shape of the tract ig due to a variation
in legal subdivision of the U, 8. Public Land Surveys; or

2. Where application has been filed in due form and where the following
facts exist and the following provisions are complied with:

a. The acreage assigned the non-sgtandard unit lies wholly within a
legal section.

b. The acreage assigned the non-standard unit is adjacent to or
contiguous with the acreage containing said well.

¢. The operator making application for such exccpﬁon toRule7 A
includes with such application:

(1) waivers from (a) all operators owning interests in the half
section in which any part of the non-standard gas proration unit is situated and which acreage is
not included in said non-standard gas proration unit; and (b) all operators owning interests in
acreage offsetting the non-standard proration unit; or '

(2) alist of names and addresaes of all operators outlined in
paragraph (1), together with a stipulation that proper notice has been given said operators at
the addresses given and no objection is received by the Commission from such operators within
20 days after the Commigsion receives such application.

d. The entire non-standard proration unit may reasonably be pre-
sumed to be productive of gas.
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3.

¢, The length or width of the non-standard gas proration unit does
not exceed 5280 fcet,

- C., The Secretery of the Commission shall have authority to grant an excep-
tion to Rule 7 A afler notice and hearing, when the operator is unable to vo“olywith the provisions
of Rule 7 B,

‘GAS ALLOCATION

RULE 8. At least 30 days prior to the beginning of each gas proration period tic Com=
mission shall hold a hearing after due notice has been given., The Commission shall cause to -
submitted by each gas purchaser its nominations of the amcunt of gas which each in good faith
actually desires to purchase within the ensuing proration periocd, by months, from the

Pictured Cliffs Gas Pool.

When a purchaser of gas, after filing its nominations for the proration period shall find
that its requirements {or gas have increased or decreased from the amount nominated for any

" month during the proration period, such purchaser shall indicate its revised estimated require-

ments during such month by filing supplemental nominations with the Commission at least three
days prior to the regular hearing of the Commission for the month preceding such changed re-~
quirements.

Cormminsion TORM - 121-A e

All nominations shall be filed on & fesem_preserilyed-by-the-Commission.

RULE 9. The Commission shall hold a public hearing at least thirty (30) days prior
to each gas proration period to determine the reasonable market demand for gas produced from
the Pictured Cliifs Gas Pool and shall issue a proration schedule for that proration
period.

_ Also, the Commission shall hold a public hearing between the 15th and 20th days of
each month to determine the reasonable market demand for gas produced from the
Pictured Cliffs Gas Pool for the ensuing proration month and shall issue a proration schedule
for that pool allocating the amount of gas which each well may produce during the ensuing prora-
tion month.

The monthly proration schedule shall include a tabulation of allowable and production
for the second preceding month, together with an adjusted allowable computation for the second
preceding month, said adjusted allowable shall be computed by comparing the total pool allowable
assigned with the total pool production. In the event the total pco! allowable assigned is greater
than the total pool production, the allowable assigned the non-marginal and non-limited wells
shall be reduced proportionately; and in the event such allowable #s<igned is less than such pro-
duction, then the allowable assigned the nen-marginal and non-limnicd wells shall be increased
proportionately.

The Commission shall include in each proration schedule each well in said pool de-
livering to a gas t{ransportation facility or lease gathering system and any well which it finds is
buing unreasonably discriminated agai«:.t throneh denial of access to a gas transportation facility
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which is reasonably capable of handling the type of gag produced by such well. The total allowsble

to be allocated to said pool for each proration period and each meonth shall be equal to the sum of

the purchasers' nominations with any adjusimeni which thc Commigsion r ay make. The Commissicr.
first shall determine and classify the marginal wells in said pool.

A well in either of the following categories shall be classified as m-:grinal:

Class # Any well whose producing capacity into existing gas transportation facilit'»<
is less than 100 MCF per day. Such a well shall be permitted to produce all its producing «...os 17~
into existing gas transportation facilities.

Class B. Any well which the Commission finds has an actual producing capacity lesa
than its assigned allowable. Such 3 well shall be permitted to produce all its producing capacity
into existing gas transportation facilities, restricted only by the allowable it would have been assigued
under application of the proration formula,

A well classified in either of the marginal categories shall accrue neither underproduction nor over-
production.

The allocation to said pool shall be divided and allocated among the wells appearing on
each proration schedule in the following manner: (1) the sum of the allowables for all marginal wells
and of-weHsfound by the-Commisgsion-to-have-an actual-producing- capacity- less than the agsigned
allemrable-shall be subtracted trom the total pool allowable, (2) a tentative allocation to the non-
marginal wells shall be made by dividing the remaining pool allowable among the remaining wells
in said pool in the proportion that the product of each well's calculated deliverability multiplied by
the acreage attributable to that well bears to the sum of such product for all such remaining wells
to be prorated, (3) when the tentative allowable received by a well is in excess of its known produc-
ing ability, that well shall be claszified as a limited well and shall have its allowable limited to its
producing ability for the period of time covered by that proration schedule, (4) the allowable for the
pool remaining after subtracting the sum of the limited allowables of all limited wells shall be reallo~
cated to the remaining wells by application of the szme formula, and (5) if such reallocation shall
result in placing any other well within the limited ciassification, the allowable for the pool remaining
after subtracting the limited allowables of all such additional limited wells shall be allocated among
the remaining wells by application of the same formula until no well has received an allowable in

excess of its known producing ability.

The calculated deliverability mentioned in the preceding paragraph shall be that de-
liverability as determined by a test taken in accordance with the provisions of Grder-Ne==R-~3830r>
Order No. R-333A of the New Mexico Oil Conservation Commis<icn or any amendments thereof.
At the time of institution of proration, a connected well having n: deliverability tests shall have its
deliverability estimated as per cent (%) of its threz hour initial potential pending
completion of its deliverability test. A temporary allowable shall bz 2ssignea such well using the
estimated deliverability in the allocation formula until the deliverability test is taken, at which
time those previous allowables granted the well by use of the estimated deliverability shall be re-
vised by use of the actual calculated deliverability. In like manner the estimated deliverability
for a well that is connected during the period betweer the end of one annual deliverability test and
the beginning of the next annual deliverability test shall be determined and used for proration
purposes pending the completion of the deliverability test for such a well. After the well is con-
nected, the operator may elect to test the well in accordance with the procedure prescribed in

AxrEc. = 14%
F-lc =13

50,%’»[\;0(0 Q.



Order_No. R-333-er in Order No. R-333A for the annusl deliverability test or to postpone such
test until the next annual deliverability test period.

BALANCING OF PRODUCTION

RULE 10. Underproduction: The dates 7:00 A. M., March 1, and 7:00 A, M., Septem-
ber 1, shall be known as balancing dates and the periods of time bounded by these dates shall be
known as gas proration periods. The amount of current gas allowable remaining unproduced at
the end of each proration period shall be carried forward to and may be produced during the first
succeeding proration period in addition to the normal gas allowable for such succeeding period.
That portion of such cumulative underproduction carried forward into the first succeeding proration
period, which is not made up during said period shall be deducted from the total underproduction
at the end of the period, resulting in only that volume of underproduction accrued during said period
being carried forward as cumulative underproduction into the next succeeding proration period,

If it appears that such continued underproduction has resulted from inability of the well
to produce its allowable, it may be classified as a Clags B marginal well as defined in Rule 9 and
its allowable reduced to the well's ability to produce into existing gas transportation facilities,
All underproduction accumulated to a well classified as marginal shall be added to the allocation
for non-marginal wells and distributed thereto.

RULE 11. Overproduction: An operator will be allowed to overproduce a well during a
proration period and to accumulate and carry over such overproduction into the first succeeding
proration period in an amount not in excess of the total allowable assignable to the well based on
nominations for the first succeeding proration period. Should the allowable so calculated be less
than the accumulated overproduction at the beginning of the first succeeding proration period, the
well must be shut-in until the overproduction has been reduced to such allowable. Should the well's
cumulative status not be brought in balance during the first succeeding proration period, that over-~
production accumulated at the end of the first succeeding proration period must be brought in balance
during the second succeeding proration period or the well must be shut-in at the end of the second
succeeding proration period until its cumulative gtatus is in balance.

The Commission fma.y allow overproduction to be made up at a legser rate than would be
the case if the well were completely shut-in upon a showing at public hearing after due notice that
complete shut-in of the well wonld result in material damage to the well,

GRANTING OF ALLOWABLES

RULE 12, No gas well shall be given an allowable un‘il Form C-104 and Form C-110 have
been filed together with a plat showing acreage attributed to sail well and the locations of all wells
on the lease,

RULE 3. Allowables to newly completed gas wells shall commence on the date of con-
nection to a gas transportation facility, as determined from an affidavit furnished to the Commis-
sion (Box 697, Aztec, New Mexico} by the purchaser, or the date of filing Form C-104 and Form
C-110 and the plat described above, whichever date is the later,
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REPORTING OF PRODUCTION

RULE 14. The monthly gas production from each gas proration unit ghall be metered
geparately and the gazs production therefrom shall be reported to the Commission by the operator
so as to reach the Commission on or pefore the twentieth day of the month next succeeding the
month in which the gas wag produced. The operator ghall show on guch report what disposition
has been made of the gas produced. The full production of gas from each well shall be charged
against the well's allowable regardless of what disposition hss been made of the gas; provided,
however, that gas used on the lease for consumption in lease houses, heaters, treaters, com-
bustion engines and other similar lease equipment and that ga&s vented in testing or 88 required
to maintain production ghall not be charged against the wellts allowable.

. Copies of Form Cc-115, Monthly Production Report, gubmitted in coi:iﬁliance with -

Rule 14, shall be distributed by the operator a8 follows: Original to oil Conservation Commission,

Box 871, Santa Fe; two coples to Oil Conservation Commission, Box 697, Aztec, New MaxicO.
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Seeber%. Allocation: (
s VAV “f o
(a) The reasonable lawful required production from the Blancog£;£;2§ﬁfg (“('ﬁff*

iy
£l

Pool, San Juan and Hio Arriba Counties, New Mexico, shall be determined by nominations
for the production from gas wells produced therein submitted to the Commission in a
required affidavit form, but the Commission in considering such nominations shall

not necessarily be bound thereby; however, the Commission will adjust the allowed
production as determined by this method to the actual production from the pool as

determined from % rgcord gf CY 'ofanuefﬁ\,x ’/ L
a

(b)(j?he daily allow production of gas from iﬁaividual wells completed
in the Blanco Mesawerde Pool of-San Juan and Rio arriba Counties, New Mexico, shall

be determined by allocating tHie allowable production among the individual wells
completed in the orizon in the proportion that the product that the datum

reservoir pressure and the acreage containing such well bears to the summation of
this product with respect to each well producing from said pool.

(¢) Datum reservoir pressure for each well shall be determined either
by the bomb method or by an approved calculation method.

(d) Datum reservoir pressure is defined as the pressure in pounds (p.s.i.)
determined either by the bomb method or by an approved calculation method at a datum
of .

(e) Reservoir pressure whether determined either by the bomb method or
by an approved calculation method shall be made after a shut in period of not
more than 8 nor less than 7 continuous days.

(£) Prior to the shutting in of any well, in order to determine the
reservoir pressure as set out herein, any such well shall have been produced at a
stabilized rate of flow for a 72 hour period and shall have produced as a minimum
that volume of gas assigned to the well as its daily average allowable on the
Commission's schedule for the current period, or that volume of gas which would

_be assigned to such well in accordance with the allocation formula as provided

herein,

(g) Reservoir pressure determination on all such wells, as requirad by
the provisions of this order, shall be submitted to the Commission on forms pro-
vided by the Commission, which forms must be submitted to the Commission by the

day of , 1954, and semi-annual reservoir pressure
determinations are to be submitted on all wells in such pool thereafter with the.
filing of such information as required by the Commission on such forms,

Section 5. i erpreduction:

produ tlonsin the Bladco Mebaverde Pool, Sin Juan and Rio Adriba Counties, New Mexi co,

é/ or the/pur ofiputing and balanolhg.QXerproductioﬁ ~1E undé\—
the ddtes /7 o'c oczéz.m., MArch 1,/and 7 olclock a, m., Septéiber 1, dre to e/kno

as ballancing datgs; /and the six pOnths peripd be 1nning 7 o'¢lock aim., Maro 1, :
and eriding 7 o'slo a.m., S pt ber 1, and\beg fining 7 o'clock a)ﬁ., September 1,\,/
ihg 7 o'clock a.m., March 1, w111 be co idered as sep&yo}é entities and

will b&/known as balancing perlods.
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PROPOSED RULES AND REGULATIONS FOR
THE- PICTURED CLIFFS GAB POOL
SAN JUAN COUNTY, NEW MEXICO

WELL SPACING AND ACREAGE REQUIREMENTS FOR DRILLING TRACTS.

RULE 1. Any well drilled a distance of one mile or more from the outer boundary of
the . " Pictured Cliffs Gas Pool shall be clagsified as a wildeat well. Any well drilled
less than une mile from the outer boundary of the ' Pictured Cliffs Gas Pool shall be
spaced, drilled, operated and prorated in accordance with the Regulations in effect in the

Pictured Clifts Gas Pool.

: RULE 2. Each well drilled or recompleted within the . . Plctured Cliffs Gas

i Pool shall be located on a tract consisting of not less than a quarter section of approximately -

160 surface contiguous acres substantially in the form of a2 square which ghall be a legal sub-
division {quarter section) of the U, S. Public Land Surveys.

RULE 3. Each well drilled within the Pictured Cliffs Gas Pool shall not be
drilled closer than 660 feet to any outer boundary line of such quarter section nor closer than
330 feet to a quarter-quarter section or subdivision inner boundary nor closer than 1320 feet to
a well drilling to or capable of producing from the same pool.

RULE 4. The Secretary of the Commission shall have authority to grant exception to
the requirements of Rules 2 and 3 where application has been filed in due form and such excep- -
tion i» .'equired because of conditions resulting from previously drilled wells in the area or, in
the case of Rule 3, the necessity of exception is based on topographic conditions.

Applicants shall furnish all operators of leases offsetting the lease containing subject
well a copy of the application to the Commission, and applicant shall include with his application
a list of names and addresses of all such operators, together with a written stipulation that all
such operators have been properly notified. The Secretary of the Commission shall wait at least
20 days before approving any such exception and shall approve such exception only in the absence
of objection of any offset operators. In the event an operator objects to the exception the Com-
mission shall consider the matter only after proper notice and hearing.

RULE 5. The provision of Statewide Rule 104 Paragraph {k), shall not apply to the
Pictured Cliffs Gas Pool.

GAS PRORATION

RULE 6. The Commission after notice and hearing, shall consider the nominations of
gas purchasers from the Pictured Cliffs Gas Pool and oiher relevant data and shall fix



2.

the allowable production in the Pictured Cliffs Gas Pool, and shail allocate production
among the gas wells in the Pictured Cliffs Gas Pool delivering to a gas transportation
facility upon a reasonable basis and recognizing corrrelative rights, and shall include in the prora-
tion of such pool any well which it finds is being unreasonably discriminated against through
denial of access to a gas transportation facility which is reasonably capable of handling the type

of gas produced by such well.

PRORATION UNITS

RULE 7. A. For the purpose of gas allocation in the _  Plctured Cliffs Gus
Pool a standard proration unit shall consist of approximately 320 cont/zuous surface acres con-
sisting of the North, South, East or West half of a section and being a legal subdivision of the
U. S. Public Land Surveys; provided, however, that a gas proration unit other than a legal half
section may be formed after notice and hearing by the Commission, or as outlined in paragraph B,
Any standard proration unit consisting of between 315 and 325 contiguous surface acres shall be
considered as containing 320 acres for the purpose of gas allocation.

B. The Secretary of the Commission shall have authority to grant an excep-
tion to Rule 7 A without notice and hearing:

1. Where the unorthodox size or shape of the tract is due to a variation
in legal subdivision of the U. S. Public Land Surveys; or

2. Where application has been filed in due form and where the following
facts exist and the following provisions are complied with:

a. The acreage assigned the non-standard unit lies wholly within a
legal section, .

b. The acreage assigned the non-standard unit is adjacent to or
contiguous W1th the acreage containing said well.

) ¢. The operator making application foi' such exception to Rule 7 A
includes with such application:

(1) waivers from (a) all operators owning interests in the half
section in which any part of the non-standard gas proration unit 1g situated and which acreage is
not included in said non-standard gas proration unit; and (b) all operators owning interests in
acreage offsetting the non-standard proration unit; or

{2) a list of names and addresses of all operators outlined in
paragraph (1), together with a stipulation that proper notice has been given said operators at
the addresses given and no objection is received by the Commisgsion from such operators within
20 days after the Commisgsion receives such application,

d. The entire non-standard proration unit may reasonably be pre-~
sumed to be productive of gas.



3.

¢. The length or width of the non-standard gas proration unit does
not exceed 5280 fcet,

C. The Secretary of the Commission shall have authority to grant an excep-
tion to Rule 7 A after notice 2nd hearing, when the operator is unablé to co:7olywith the provisions
of Rule 7 B.

GAS ALLOCATION

RULE 8. At least 30 days prior to the beginning of each gas proration period tre om-
misgsion shall hold a hearing after due notice has been given. The Commission shall cause to b
submitted by each gas purchaser its nominations of the amount of gas which each in good faith
actually desires to purchase within the ensuing proration period, by months, from the
Pictured Cliffs Gas Pool.

When a purchaser of gas, after filing its nominations for the proration period shall find
that its requirements for gas have increased or decreased from the amount nominated for any
month during the proration period, such purchaser shall indicate its revigsed estimated Fequire-
ments during such month by filing supplemental nominations with the Commission at least three
days prior to the regular hearing of the Commission for the month preceding such changed re-
quirements.

All nominations shall be filed on a form prescribed by the Commission.

RULE 9. The Commission shall hold a public hearing at least thirty (30) days prior
to each gas proration period to determine the reasonable market demand for gas produced from
the Pictured Cliffs Gas Pool and shall issue a proration schedule for that proration

period.

Also, the Commission shall hold a public hearing between the 15th and 20th days of
each month to determine the reasonable market demand for gas produced from the
-Pictured Cliffs Gas Pool for the ensuing proration month and shall issue a proration schedule
for that pool allocating the amount of gas which each well may produce during the ensuing prora-

~ tion month.

The monthly proration schedile shall include a tabulation of allowable and production
for the second preceding month, together with an adjusted allowable computation for the second
preceding month, said adjusted allowable shall be computed by comparing the total pool ailowable
assigned with the total pool production. In the event the total poo! allowable assigned is greater
than the total pool production, the allowable assigned the non-mzrginal and non-limited wells
shall be reduced proportionately; and in the event such allowable asrigned is less than such pro-
duction, then the allowable assigned the non-marginal and non-limite¢ wells shall be increased
proportionately.

The Commission shall include in each proration schedule each well in s2id pool de-
livering to a gas transportation facility or lease gathering system and any well which it finds is
being unreascnably discriminated against through denial of access to a gas transportation facility
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which i8 reasonably capable of handling the typc of gag produced by such well. The total allowable

to be allocated to said pool for each proration period and each mo:th shall be equal to the sum of

the purchasers' nominations with any adjustment which the Commission r.ay make. Tho Commission
first shall determine and classify the marginal wells in said pool.

A well in either of the following categories shall be classified as marginal:

Class A. Any well whose producing capacity into existing gas transportation facilities
is less than 100 MCF per day. Such a well shall be permitted to produce all its producing capacity
into existing gas transportation facilities.

Class B. Any well which the Commission finds hag an actual producing capacity less
than its assigned allowable. Such a well shall be permitted to produce all its producing capacity
into existing gas transportation facilities, restricted only by the allowable it would have been assigned
under application of the proration formula, '

A well classified in either of the margiral categories shall accrue neither underproduction nor over-
production., ’

The allocation to said pool shall be divided and allocated among the wells appearing on
each proration schedule in the following manner: (1) the sum of the allowables for all marginal wells
and of wells found by the Commission to have an actual producing capacity less than the assigned
allowable shall be subtracted® -, ythe total pool allowable, (2) a tentative allocation to the non-
marginal wells shall be n.ade by dividing the remaining pool allowable among the remaining wells
in said pool in the proportion that the product of each well's calculated deliverability multiplied by
the acreage attributable to that well bears to the sum of such product for all such remaining wells
to be prorated, (3) when the tentative allowable received by a well is in excess of its known produc-
ing ability, that well shall be classified as a limited well and shall have its allowable limited to its
producing ability for the period of time covered by that proration schedule, (4) the allowable for the
pool remaining after subtracting the sum of the limited allowables of all limited wells shall be reallo-
cated to the remaining wells by application of the same formula; and (5) if such reallocation shall
result in placing any other well within the limited classification, the allowable for the pool remaining
after subtracting the limited allowables cf all such additional limited wells shall be allocated among
the remaining wells by application of the same formula until no well has received an allowable in
excess of its known producing ability.

?

The calculated deliverability mentioned in the preceding paragraph shall be that de-
liverability as determined by a test taken in accordance with the provisions of Order No. R-333 or
Order No. R-333A of the New Mexico Oil Conservation Commis<isa or any amendments thereof.
At the time of institution of proraticn, a connected well having n: deliverability tests shall have its
deliverability estimated as per cent { %) of its thre= hour initial potential pending
completion of its deliverability test. A temporary allowable shall be assigned such well using the
estimated deliverability in the allocation formula until the deliverability test is taken, at which
time those previous allowables granted the well by use of the estimated deliverability shall be re-
vised by use of the actual calculated deliverability. In like manner the estimated deliverability
for a well that is connected during the period between the end of one annual deliverability test and
the beginning of the next annual deliverahility test shail be determined and used for proration
purposes pending the completion of the deliverability test for such a well. After the well is con-
nected, the operator may elect to test the well in accordance with the procedure prescribed in




Order No. R-333 or in Order No. R-333A for the annual deliverability test or to postpone such
test until the next annual deliverability test period.

BALANCING OF PRODUCTION

RULE 10, Underproduction: The dates 7:00 A. M., March 1, and 7.00 A, M., Septem-~
ber 1, shall be known as balancing dates and the periods of time bounded by these dates shall be
known as gas proration periods. The amount of current gas allowable remaining unproduced at
the end of each proration period shall be carried forward to and may be produced during the first
succeeding proration period in addition to the normal gas allowable for such succeeding period.
That portion of such cumulative underproduction czried forward into the first succeeding proration
period, which is not made up during said period shall be deducted from the total underproduction
at the end of the period, resulting in only that volume of underproduction accrued during said period
being carried forward as cumulative underproduction into the next succeeding proration period.

If it appears that such continued underproduction has resulted from inability of the well
to produce its allowable, it may be classified as a Class B marginal well as defined in Rule 9 and
its allowable reduced to the well's ability to produce into existing gas transportation facilities,
All underproduction accumulated to a well classified as marginal shall be added to the allocation
for non-marginal wells and distributed thereto.

RULE 11. Overproduction: An operator will be allowed to overproduce a well during a
proration period and to accumulate and carry over such overproduction into the first succeeding
proration period in an amount not in excess of the total allowable assignable to the well based on
nominations for the first succeeding proration period. Should the allowable so calculated be less
than the accumulated overproduction at the beginning of the first succeeding proration period, the
well must be shut-in until the overproduction has been reduced to such allowable. Should the well's
cumulative status not be brought in balance during the first succeeding proration period, that over-
production accumulated at the end of the first succeeding proration period must be brought in balance
during the second succeeding proration period or the well must be shut-in at the end of the second
succeeding proration period until its cumulative status is in balance.

The Commission may allow overproduction to be made up at a lesser rate than would be

the case if the well were completely shut-in upon a showing at public hearing after due notice that
complete shut-in of the well would result in material damage to the well.

GRANTING OF ALLOWABLES

RULE 12. No gas well shall be given an allowable un‘i! Form C-104 and Form C-110 have
been filed together with a plat showing acreage attributed to said well and the locations of all wells
on the lease.

RULE 13. Allowables to newly completed gas wells shall commence on the date of con-
nection to a gas transportation facility, as determined from an affidavit furnished to the Commis-
sion (Box 697, Aztec, New Mexico) by the purchaser, or the date of filing Form C-104 and Form
C-110 and the plat described above, whichever date is the later,
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REPORTING OF PRODUCTION

RULE 14. The monthly gas production from each gas proration unit shall be metered
separately and the gas production therefrom shall be reported to the Commission by the operator
80 as to reach the Commission on or before the twentieth day of the month next succeeding the
month in which the gas was produced. The operator shall show nn such report what disposition
has been made of the gas produced. The full production of gas from each well shall be charged
against the well's allowable regardless of what disposition has been made of the gas; provided,
however, that gas used on the leage for consumption in lease houses, heaters, treaters, com-
bustion engine.. and other similar lease equipment and that gas vented in testing or as required
to maintain production szl not be charged against the well's allowable.

. Copiles of Form C-1 15, Monthly Production Report, submitted in compliance with -
Rule 14, shall be distributed by the operator as follows: Original to Gil Conservation Commission,
Box 871, Santa Fe; two copies to Oil Conservation Commission, Box 697, Aztec, New Meaxico,
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Well Name
and No.

Aztec No« 3

Aztec No. 5

Aztec lo. 6

Barrhart No. 1

Browning & Stewart No. b

Coober No. 1-8

Cornell No. 3
Cornell No. L

Cozzens No. 2

Cozzens No. 3

Cozzens No. 4

AZTEC OIL & GAS COMPANY

Wells Operated By AZTEC
Which Are In An

Unorthodox Proration Unit

August 12, 1954

Proration Unit

Sec. 14-28N-11W
N/2 SW/k
w/2 Wi/l

Sec. 1L-28N-11W

gec. 1
£/a w

Sec. t-28N-11W

S/2 SEf4
32 sih

Sec. L7-29N-11W
S/2 T

N/2 su/b

Sec. 11-28N-11W

S/e SE
e

Sec. ~-20N-11W
rslg/h Ns?z/h

Sec. 12-~29N-12W
SE SW - ACo
Sec., 12-29N-12W
NE/T SW/t - L0 Ac.

Sec. 19-29K-11W
W/2 NE
E/2 NW/b

Src, 20-29H-11W
W2 TE/% - 80 Ac.

Sec. 20-29N-114
/2 /%
N/t MW/L - 120 Ac.

BEFORE THE

OIL CONSELVAMG.! CUMMISSION

SANTA FE, REW MEXICD

CASE

) L EXHIBIT No.

Aztec's

wWorking
Interest

L. G Steains

L. G. Stearns
Sunmit Oil

100%

100%

100%

100%
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Well Name
"and No.

Cozzens to. 5

Dallabetta No. 1

Faverino No. 1

Hart No. 1
Holder No., 1

Hudson No. 2

McCarty No. 1

McDaniel No. 1

McGrath No. 2

Proration Unit

Sec. 19-29N-11W
ﬁyﬂ '397172—'—E
N/2  sW/k
SW/L NW/4

Sec. 20-20N-11W
S/2 W/t

Sec. 29-29N-11W
N/Z tw/%

Sec. 20-29N-11W
SW/I SE

SE/h sE/l

Sec. 29-29N-11W
ME/F NE

/4 NE/b

Sece 11-29N-12W

TW/E SW/t - 50 Ac.

Sec. 29-30N-12W

SE/t TW/4 - 50 Ac.

Sec. 3k-30N-12W
E/2 S/

Sec, 35-30N-12W
W2 SW/k

Sec. 29-30N-12W

E72 SE;E - &0 Ac.

Sec. 17-29N-21W
SW/r SHjh

Sec. 18-29N-11W
SE/L SE/%

Sec. 1G-20N-11W
NE/F NE/E
Sec. 20-20N-11W
W/ W/

Sec. 34-30N-12W

W/2 NE/I:
E72 swﬁt

Aztec's
Working
Interest

100%

100%

o T5%
Swmiit 0il 25%

100%




Well Name
and No. -

Mangum No. 1

Reid No. 2

Sammons No. 1

Sumit-Viles No., 6-B

Proration Unit

Sec. 29-29N-11W
572 NE
N/2 se/b

Sec. 32-30N-12W
S/2 €k

W/ “SE/4

SW/lh NE/L

Sec, 29-29N-11W
5/2 SE

Sec. 32-29N-11W
N/2 NE/4

Summit 0il

Sumit Qil
L. G. Stearns

Working

Interest-
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729: Fulcher-Kutz - Pictured Cliffs,
moa >~PC and South Blanco-PC Gas Pools -
| “ase for proration, Spacing & related matters

i
¢
i
|
i
i

e e o oo, ot i A LIS S O R

LTI T ALY o -
- -~

) SRR LA DU . L QRDIRY SR S

YR




e RO T T

(e 121

KIN&VI&})C PETROLEUM COMPANY

Ficg BRENA CORPORATION
Arizona Office 1954 g Producers of Petroleum Products New Mexico Office
1400 LUHRS TOWER 14 ik y AZTEC, NEW MEXICO
PHOENIX, ARIZONA iJudy: Aﬁ: 195

Mr. Richard R. Spurrier
Secretary and Director

0il Conservation Commission
p. 0. Box

santa Fe, New Mexico

My dear Mr. Spurrier:

This letter i1s directed to you in accordance
with our telephone conversation of this morning.

Due to the fact that Mr. Locke is in the East
and will be unable to attend the Pictured Cliff Proration
Hearing, No. 729, scheduled for 10:00 A.M., July 16, in
santa Fe, 1t 18 requested that, if at all possible, this
hearing be continued for one month.

Thanking you for your attention to this matter,
and awaiting your»advice as to the requested continuance,

1 remaln

Yours very truly,

gecretary to GEORGE D. LOCKE
dhe

PLEASE DIRECT ALL CORRESPONDENCE TO THE ARIZONA OFFICE




CASWELL S. NEAL

Conen?29

MAIN oF= AL & NEAL
’ ICE (ﬁfTTORNEYS AT LAW
SHORT BUILDING POST OFFIZE BOX 709

b [alnd y
0T o il 9 CARLSBAD, NEW MEXICO
i N 3
> . .- TELEPHONE
CASWELL F. NEAL OCQ} oner 4 3 1954 5-2445

01l and Gas Conservation Commission,
Santa fe, New kexico,

Re+ (Cases 696 and 729.
Gentlernen:

It ie my understanding that the above cases involved an
attempt to secure an Order changing the 160 acre spacing
on Picturecd Cliff wells in the San Juan area to 320 acre
spacing.

As a citizen of Nev mexlico interested in the orderly
developnent of the oll and gas reszerves in the San Juan
Basin, and as the owner of various royalty and lecasehold
interests therein, I wish to express my opposition to the
proposal to change the spacing on Pictured ClLiff wells from
160 acres to 520 acres. In my opinion, tnis would be
ruinous to the operavors and to the industry, and would
result in extreme waste. L do not celieve under any
circumstances that the Pictured CLiif formation can be
drained by one well to 320 acres, adequately, and they
can be operated economically at 160 acre spacing. This
enables nore recovery in the long run of the natural
resources, and in my opinion, great economical injury
vould be done to the state, Dy changing the spacing as
reguested.

I hope the Commission will not make any such Y-der, dut
%will leave in effect the sps cing of 160 acres under
vwiich the basin has becen develoned,

C3Y shmj




