





OIL CONSERVATION COMMISSION
P. ©O. BOX 871
SANTA FE, NEW MEXICO

July 3, 1958

‘tr, A, oo Grenier
< outhern Union Gas Company

Burt Duilding
Dsllas 1, Texas
Deayx Mr. Grenier:
‘ We enclose a copy of Order F-1193-A issued July 3, 1958,

by the Ofl fonservation Commission in C-se 1439.

Very traly yours,

A, 1. orter, Jr.
Secretary - Director

“ncl,




. AN ORDER INBTITUTING GAS PRORATIONING
. POR THE TAPACITO-PICTURED CLIFFS GAS

BEFORE THE OIL CONSERVATIOCN COMMISSION
OF THE STATE CF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY TEE OIL COMBERVATION
COMMISSION OF REW MEXICO FOR
THE PURFOSK OF CONSIDERING:
CASE NO. 1439
Order No. R-1193-4
APPLICATION OF THE OIL COMSERVATION
COMMISSION UPOM ITS OWN MOTION FOR
AND PROMIEOATING RULES AND REGULATIONS
POOL, IN RIO ARRIBA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for recomsideration upon the petitiom |
of Southern Union Gas Company for a rebhearing in Case No. 1439, i
O;dcr No. R-1163, heretofore emteéred by the Commission oa June 10,
1958.

d
NOW, on this 3" day of July, 1958, the Commismicn, &
quorum being present, having considered the petition for rebsaring,

FINDS:
(1) That the only issue raised in the petition for

rebearing dsals with the proper size of gas proration units in
the Tapacito-2ictured Cliffs Gas Trool.

i

i
!

(s) All evidence relevant and material to the issue of
spacing in the Tapacito-Pictured Cliffs Gas Pool was fully consider-
ed by the Commission in Case No. 977, and Crder No. R-784-(C, datod(
March 19, 1258, was eniercd catabiishing 160-acre proration units |
is said poel. Upom petitiom for rebearing by the applicams, i
Southern Union Gas Company, the case was reopened and additional
evidence was received and considered by the Commission, whereupon
Order No. R-794-E, dated June 4, 1958, was entered establishing :
160-acre proratiom units in the Tapacito-Pictured Ciiiis Gas Fool.

(3) That the only evidence in the recoré of Case No.
1439 pertaining to spacing in the Tapacito-Pictured Cliffs Gas
Pool is that evidence which was presented in Case No. 977 and
incorporated by reference in Cage No. 1439,

(4) That the petition for rebearing does not allege that '
the applicant bhas any new or additional evidence to present in
this case.

(5) That in view of the fact that the Commission has
twice considered the issue raised in the petition for rehearing,
further consideration of this issue would be repetitious zand
would serve no useful purpose,.
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Case No. 1439
Order No. R-1193-A

(6) That the petition for reheariag should be deated.

IT 15 TEEREFORE ORDERED:;

That the petition of Southera Union Gas Company for rebsar+
ing iz Case No. 1438, Order Ne. R-1183, he and the same is heredy

DONE at Santa Yo, New Mexico, on the day and year hevein-
above desigmated.

STATE OF MEW MEXICO
OIL CONSERVATION COMMISSION

’ L p—

EDWIN L. MECEEM, Chairman

mt E, mm, mr

A L mnm Jb Member & Secretary




LEGAL DEPARTMENT

WiLLIS L LEAJR. .
GENERAL ATTORNEY

< T mAe s s e

SouTHERN UNION Gas COMPANY

BuUurT BuiLDING . A.S. GRENIER
- MiLLaRD F. CARR
Darras 1, Texas JACK HERTZ
- . WM. 5. JAMESON

JAsS. R.WETHERBEE

June 26, 1958

ATR MATL

Mr. A. L. Porter, Jr., Secretary

New Mexico 0il Conservation Commission
P. 0. Box 871

Santa Fe, New Mexico

Dear Sir:

Enclosed herewith for filing with the Commission
are four copies of an application of Southern Union
Gas Company for & rehearing with respect to Order No.
R-1193, entered by the Commission in Case No. 1439 on
June 10, 1958.

Yours very t:uly,

ASG/mg
Enc,

ce: Mr. Jason W. Kellahin/w-enc.

g bk i
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BEFORE THE OIL CONSERVATION COMMISSION

OF THE STATE QOF NEW MEXICO

-IN THE MATTER OF THRE APPLICATION OF )
THE OIL CONSERVATION COMMISSION UPON )
ITS OWN MOTION FOR AN ORDER INSTITUT- )
ING GAS PRORATIONING AND PROMULGATING ) CASE NO. 1439
RULES AMD REGULATIONS FOR THE TAPACITO-) Order No. R-1193
PICTURED CLIFFS GAS POOL IN RIO ARRIBA )
COUNTY, NEW MEXICO )

APPLICATION FOR REHEARING

Comes now Southern Union Gas Company, cne of the parties of record in
the above entitled and numbered case (herein referred to as "Applicant"), and
hereby applies for a rehearing therein. In support of such request for rehear-
ing Applicant respectfully states that the Rew Mexico 0il Conservation Commis-
sion, in entering its Order No. R-1193 dated June 10, 1958, erped in the various
reapects hereinafter set forth.

1.

Said order is erroneous and contrary to the evidence in that the finding
is made therein {incorporated by reference to finding No. 3 of Order No.R-T94-E)
that the Tapacito-Pictured Cliffs Gas Pool cannot be efficiently drained and
developed on a 320-acre spacing paitern, whereas the evidence included in the
record of this proceeding clearly indicates that throughout the great majority
of the area of said pool, as defined in Exhibit "A" to Order No. R-1193, =
well will efficiently drain a tract of substantially more than 320 acres.

The only portion of the pool in which it was indicated by the evidence
that 8 well might 20t be able to drain efficiently at least as much as 320
acres consists of a relatively minor area along the pool's outer fringes.
it thus is apparent that the Commission, in maxing its finding that a well in
the Tapeclito Pool cannot éfficiently drain a 320-acre tract, has failed to
give consideration to conditions as they exist on the average in the pool as
8 whole and has given consideration instead only to conditions prevailing in
the fringe areas just mentioned. The evidence introduced indicates that these
fringe areas, besides representing only a small fraction of the pool's total
acreage, contain an even smaller fraction of its total recoverable gas reserves.
Indeed, the testimony is uncontradicted that hardly any of the wells drilied in

the fringe ares tb date are capable of producing gas in sufficient quantities




to pay for the cost of their drilling within a reasonable period of time.
Plainly, such areas as these cannot provide a valid criterion for an order
covering and affecting the pool's entire area.

The atatutes of New Mexico nowhere require or even intimate that the
Commission, in fixing the size of proration units for a gas pool, may validly
give consideration only to the least productive portions thereof. In no gas
pool will all of the wells ever be wholly identical either with resp.ct to
their productive capacities or the areas which they can efficiently and eco-
nomically drain. The characteristics of an average well in a pool plainly
are entitled to greater consideration than those of the few wells with the
very poorest productive capacity. It is respectfully submitted that Orgder
vNo. R-1193, insofar as it disregards the drainage capabilities of the wells
constituting the overwhelming preponderance of the commercially productive
wells in the pool, is arbitrary, capricious, unsupported by the evidence and,
therefore; invalid and wvoid.

2.

Said order is contrary to the evidence and invalid in that the finding
is made therein (incorporated by reference to finding No. 3 of Order No.
R-794-E) that establishment of a 320-acre spacing pattern in the Tapacito-
Pictured Cliffs Gas Pool would appreciably reduée the ultimate recovery from
the pool as a result of the drilling of too few wells, thereby causing under-
ground waste. The evidence introduced clearly indicates that, even though the
Commission's finding might possibly be correct if applied only to the minor
fringe areas where productive and drainage conditions are the poorest, 160-
acre spacing will not produce materially more gas than 320-acre spacing in
the case of the great majority of the pool's total area. In this connection,
the evidence indicates that in the central and most representative portion of
the pool, the additional volumes of gas which could be produced from the drill-
ing of two wells instead of one on a 320-acre tract would be substantially less
in value than the probable cost of drilling the second well.

As indicated by Section 65-3-14(b) of the New Mexico Statutes Annotated,
1953, prevention of reduced recoveries which might result from the drilling
of too few wells is merely one of numerous factors which the Commission is re-
quired to consider in determining the proper size nf proration uvnit for any

particular pcol. Also required to be considered under the provisions of Sec-
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tion 65-3-14(b) are economic losses caused by the drilling of unnecessary wells,
the proper protection of correlative rights, and the avoidance of the augmenta-
tion of risks arising from the drilling of an excessive number of wells.

If 160-acre proration units are established in the Tapacito-Pictured Cliffs
Gas Pool, it is clear that tremendous economic loss will result since, as in-
dicated by the testimony, at least 50 additional wells at a cost of $40,000
each, or a total cost of approximately $2,000,000, will be needed in order for
the pool to be fully developed on a 160-acre spacing pattern. It is no answer
to say that no operator is required to drill more than one well per 320 acres
unless he so desires. If any of the operators offsetting him drills on a 160-
acre basis, o:' _f a sufficient number of wells are drilled in the pool on a
160-acre spacing pattern to have a material adverse effect on his own allowables,
he is presented with but two choices: either he can refrain from drilling the
extra well or wells needed to prevent his acreage from being drained and to
give him his fair share of the pool's total allowable, or he can stave off fur-
ther injury to his correlative rights by drilling a well or wells which in most
portions of the pool will not add sufficiently to his total ultimate recovery
of gas to pay for the cost of their drilling. Plainly, also, if in self-pro-
tection the operator elects to fellow the essentially wasteful course of doubl-
ing the number of wells on his land, a substantial augméntation of 1isks of the
type contemplated by Section 65-3-1%(b) will be unavoidable.

For the reasons stated above, it is respectfully submitted that, in addi-
tlon to there being no proper foundation in the evidence for tne Commisslion’s
finding that establishment of 320-acre spacing pattern would appreciably reduce
the ultimate recovery of gas from the pool and thereby cause underground waste,
the Commission's order, insofar as it purports to establish 160-acre proration
units for the entire pool, is invalid and void because it fails to give proper
recognition to principles of conservation which the Commission by law is re-
quired to consider and observe.

3.

Said order is unsupported by the evidence in that the finding is made
therein (incorporated by reference to finding No. 4 of Order No. R-794-E)
that the Tapacito-Pictured Cliffs Gas Pool can be efficiently and economic-

ally drained on a 160-acre spacing pattern and that such a pattern should




be established for sald pool. No evidence was adduced at the hearing tending
to indicate that any significant pﬁrl:ion of the pocl could be efficliently and
economically drained and developed on a 160-acre spacing pattern which could
not aleo be 50 drained and developed on a 320-acre basis. In the absence of
such evidence it is clear that the Commission's esteblishment of 160-acre pro-

ration units for the entire pool is arbitrary, invalid and void.

WEEREFORE, Applicant prays that this snplication for rehearing be granted
for the purpose of reconsidering Order No. R-1193, and that after notice as
required by law, and upon rehearing, the Commission modify such order so as
to prescribe 320 acres as the standard proration unit for the entire Tapacito-
Pletured Cliffs Ges Pool or fer such portion of the pool as the evidence in-
dicates can be efficiently and econo-ica.lly drained and developed by one well
per 320-acre tract.

Respectfully submitted,
SOUTHERN UNION GAS COMPANY

~ : )
s
By A. S. nier

A. S,}reni er, Attorney

June 26, 1958

;
|
]
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No. 14-58

DOCKET: REGULAR HEAR:NG MAY i4 1958

Qil Conservation Commiss:on 9 a.m. Mabry Hall Stare Capitol, Santa Fe, New Mexico

ALLOWABLE:

CASE 977:

.-

CASE 1439:

LCASE 1440:

CASE 1442

(1) Conside ration of the oil allowable fo:r June, 1958,

(2) Considera*ion o' the ailowabte production of gas for June,
1958, for six prora‘*ed poois in Lea County, New Mexico, and
also presentation of purchasers' nominations for the six-
month period beginning juiy i, 1958; consideration of the
ailowable production of gas from six prorated pools in
San Jjuan and Rio Arriba Couniies, New Mexico, for June, 1958.

NEW CASES

In the matter of the rehearing in Case 977, Order No. R-794-D

upon the petiiion of Southsrn Unioww Gas Company, et al., to recansider
its application for the establishment of 320-acre drilling units in ’
the Tapacito-Pictured Cliifs Gas Pool in Rio Arriba County, New
Mexico.

In the matter of the hearing called by the Oil Conservation Com-
mission of New Mexico on its own motion to consider the institution
of gas prorationing in the Tapacito-Pictured Cliffs Gas Pool in Rio
Arriba County, New Mexico.

‘Application of Skelly Qil Company for an order promulgating

temporary special rules and regulations for the Otero-Gallup Oi:
Pool in Rio Arziba County, New Mexico. Applicani in the above-
styled cause, seeks an ordsv promulgaring temporary special
rules and regulations for the Otero-Gallup Oil Pool in Rio Arriba
County, New Mexicc, o provide for 80-acrc proration units, well
spacing, anrd such other provisions as the Commission may deem
necessary and proper.

Application of Pubco Peiroieum Corporation for an order promulgat-
ing tempotrary special rales and reguiations for the Verde-Gaillup
Oil Pool i San suan County, New Mexico., Applicant, in the
above-styled cause. seeks an order promulgating tfemporavy

special rules and <egulations ifcr the Verde-Gallup Oil Pool in San
Juan County. New Mevico. %o provide tor 80-acve proration units,
well spacing, and such other rules and regulations as the Com-
mission may deem necessary and proper.

Applicatior. o: Pure¢ Qil Company for the extens:on of the South
Vacuum (Devonian Pool and for the promulgation of special rules
and regulations fox ¢aid poor. Applicant. in the above-styled cause,
seeks an orde: ¢x’ending *he hotizontal limits of the South Vacuum
{Devoniani Pool to include ce-tain acreage in Township 18 South,
Rarges 35 arnd 46 Eassi; Townsh.p 19 South Rarnges 35 and 36 East,
in Lea Coucty. New Mevico, The apj hicant further proposes that

e e i
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CASE 1443:

CASE 1444:

special rules and regulations for the South Vacuum (Devonian)
Pool be promulgated incorporating, among other provisions, the
establishment of 80-acre proration units in the South Vacuum
{Devonian) Pool.

In the matter of the hearing called by the Oil Conservation Com-
mission of New Mexico on its own motion to revise Rule 112 {(a) to
permit administrative approval of oil over gas and oil-oil dual
completions under certain circumstances.

Southeastern New Mexico Nomenclature case calling for an
order for the creation of new pools and the extension of
existing pools in Lea, Eddy, Chaves and Roosevelt Counties,
New Mexico.

(a) Create a new oil pool for San Andres production, designated -
as the West Crossroads-San Andres Pool, and described as:

TOWNSHIP 9 SOUTH, RANGE 35 EAST, NMPM
Section 21: Sw/4

(b) Create a new gas pool for Pennsylvanian production, designated

as the Halfway-Pennsylvanian Gas Pool, and described as:

:I‘OWNSHIP 20 SOUTH, RANGE 32 EAST, NMPM
Section 25: SE/4

(c) Create a new gas pool in Eddy County, New Mexico, classified
as a gas pool for Pennsylvanian production, designated as the
Shugart-Pennsylvanian Gas Pool, and described as:

TOWNSHIP 18 SOUTH, RANGE 31 EAST, NMPM
Section 34: NE/4

(d) Extend the Atoka-Grayburg Pool to include:

TOWNSHIP 18 SOUTH, RANGE 26 EAST, NMPM -
Section 13: SW/4 NE /4

(e) Extend the Caprock-Queen Pool to include:

TOWNSHIP 13 SOUTH, RANGE 32 EAST, NMPM
Section 29; W/2 NW/4

TOWNSHIP 14 SOUTH, RANGE 31 EAST, NMPM
Section 20: E/2 SE/4
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(£) Extend the Jalmat Gas Pool to include:

TOWNSHIP 22 SOUTH, RANGE 35 EAST, NMPM
Section 11: SW/4

TOWNSHIP 24 SOUTH, RANGE 36 EAST, NMPM
Section 10: SW/4

(g} Extend the Justis-Drinkard Pool to include:

TOWNSHIP 25 SOUTH, RANGE 37 EAST, NMPM
Section 24: NwW/4

(k) Extend the Justis-McKee Pool to include:

TOWNSHIP 25 SOUTH, RANGE 37 EAST, NMPM
Section 13: S/2 SE/4

(i) Extend the Pearl-Queen Ponl to include:

TOWNSHIP 19 SOUTH, RANGE 35 EAST, NMPM
Section 28: S/2 & NE/4

Section 29: s/2

Section 30: SE/4

‘Section 31: NE/4

{7) Extend the Roberts Pool to include:

TOWNSHIP 17 SOUTH, RANGE 33 EAST, NMPM
Section 9: wW/2Sw/4

(k} Extend the North Shugart-Grayburg Pool to include:

TOWNSHIP 18 SOUTH, RANGE 31 EAST, NMPM

Section 9: SE/4
Section 10: SW/4
Section 15: N/2 NW/4

1 Contract the Forrest Pool by the deletion of the following
described area:

TOWNSHIP 16 SOUTH, RANGE 29 EAST, NMPM
Section 35; NE/4, N/2 SE/4,and SE/4 SE/4

{m) Contract the Square Lake Pool by the deletion of the following
described area:

TOWNSHIP 16 SOUTH, RANGE 29 EAST, NMPM
Section 35: SW/4 SE/4
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CASE 1445:

(n) Extend the Square Lake Pool to include:

OUTH, RANGE 29 EAST, NMPM

TOWNSHIP 16 S

Section 35: NE/4
(o) Extend the Townsend-Wolfcamp Pool to include:

TOWNSHIP 16 SOUTH, RANGE 36 EAST, NMPM
Section 6: Lots 1, 2, T7&8

(p) Extend the Warren—McKee Pool to include:

TOWNSHIP 20 SOUTH, RANGE 38 EAST, NMPM
Section 19: SW/4 NE/4

(q) Extend the Milnesand-Pennsylvanian Pool to include therein:

OWNSHIP g8 SOUTEH, RANGE 35 EAST, NMPM

TOWNSHIP 25 ——rra—
Section 18:  SE/4 ® N/2 NW/4

Northwestern New Mexico nomenclature caae calling for an order
for the extension of existing pools 1n San Juan and Rio Arriba
Counties, Nevw Mexico.

(2) Extend the Aztec—Pictured Cliffs Pool to include:

TOWNSHIP 29 NORTH, RANGE 9 WEST, NMPM
Section 35:

TOWNSHIP 29 NORTH, RANGE 10 wWEST, NMPM
Section 32: N/2
Section 33: Nw/4

TOWNSHIP 30 NORTH, RANGE 10 WEST, NMPM
Section T: 2

(b) Extend the Blanco-Pictured Cliffs Pool to include:

TOWNSHIP 29 NORTH, RANGE 9 WEST, NMPM
Section 4: /2

Section 9: All
Section 10: NW/4
Section 15: Nw/4
Section 16t N/2

Section 17: All
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: TOWNSHIP 30 NORTH, RANGE 9 WEST, NMPM
2 Section 31: SE/4

(c) Extend the Gavilan-Pictured Cliffs Pool to include:

TOWNSHIP 24 NORTH, RANGE 1 WEST, NMPM
Secticn 6: NwW/4

TOWNSHIP 24 NORTH, RANGE 2 WEST, NMPM
Section 1: E/2

TOWNSHIP 25 NORTH, RANGE 1 WEST, NMPM
Section 19: w/2

TOWNSHIP 25 NORTH, RANGE 2 WEST, NMPM

Section 3: SW/4
Section 4: SE/4
Section 10: w/2 & NE/4
Section 13: s/2

Section 36: E/2

(d4) Extend the South Blanco-Pictured Cliffs Pool to Include:

TOWNSHIP 24 NORTH, RANGE 2 WEST, NMPM

Section 8: N/2
Section 9: All
Section 14: SE/4
Section 22: S/2
Section 23: All
Section 24: SW/4
Section 25: N/2
Section 27: Nw/4

TOWNSHIP 24 NORTH, RANGE 5 WEST, NMPM
Section 3: w/2

TOWNSHIP 25 NORTH, RANGE 3 WEST, NMPM
Section 21: S/2
Section 22: w/z

TOWNSHIP 25 NORTH, RANGE 5 WEST, NMPM
Section 34: s/2

TOWNSHIP 25 NORTH, RANGE 6 WEST, NMPM
Section 4: All
Section 9: Nw/4
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(e)

{f)

(g)

(h)

TOWNSHIP 26 NORTH, RANGE 6 WEST. NMPM
Section 31: s/2

TOWNSHIP 27 NORTH, RANGE 8 WEST, NMPM
Section 32: N/2

TOWNSHIP 28 NORTH, RANGE 8 WEST, NMPM
Section 23: S/2
Section 26: N/2

Extend the Tapacito-Pictured Cliffs Pool to include:

TOWNSHIP 25 NORTH, RANGE 3 WEST, NMPM
Section 1: SW/4
Section 2: s/2

Extend the West Kutz -Pictured Cliffs Pool to include :

TOWNSHIP 27 NORTH, RANGE 12 WEST, NMPM
Section 5: SE/4
Section 8: NE/4

Extend the Otero Graneros-Dakota Pool to include:

TOWNSHIP 25 NORTH, RANGE 5 WEST, NMPM
Section 10: SW/4
Section 15: NWwW/4

Extend the Bisti-Lower Gallup 0il Pool to include:

TOWNSHIP 24 NORTH, RANGE 9 WEST, NMPM
Section 9: SW/4
Section 17: N/2

TOWNSHIF 24 NORTH, RANGE 10 WEST, NMDPM

Section 4: S/2
Section 9: NE/4
Section 12: S/2
Section 13: NE/4

TOWNSHIP 25 NORTH, RANGE 12 WEST, NMPM
Section 10: NE/4

TOWNSHIP 26 NORTH, RANGE 13 WEST, NMPM
Section 20: SW/4
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(i)

Section 20: SW/4
Section 3]. Nw/4




SouTHERN UNION GAS GOMPANY
BURT BUILDING
Dairas 1, Texis

July 17, 1958

Mr, Elvis Uts
New Mexico 0il Comservation Commission

Santa Fe, New Mexico

Dear Elvis:

Attached is schedule of gas wells tied into the pipe line system
of Southern Union Gas Company in the Tapocito Pictured Cliffs Pool,
San Juan Basin, New Mexico, current to June 30, 19%8.

data earlier was due to an inad-
vertent oversight in mailing. The schedules were originally prepared
several weeks ago but were with held pending issuance of the proration
order by the commission officially effecting prorationing in the pool
and in so doing, we neglected the mailing altogether until Al Wiederkehr
reminded us about it yesterday. vle were then delayed another day in
revising and printing of the schedule to bring it up to date through

June,

Our failure to furnish this

With apologies and best personal regards, we are
Yours very truly,

-y : )
} /‘i ,»"J/t/(—-a 222 2

J. R. Bynum, Administrater
Gas Contracts & Prorations Section

JEB:bJjj
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SOUTHERI UNIOR GAS COMFANY

TAPACITO PICTURED CLIFF POOL /ELLS COMVECTED AS OF JUNE 30, 1958

930 351440 vl

Well Uit Kind
Producer Lease Section Township Range of
Number  latter Yeoll

Honolulu 011 Corps Jicarilla 10w 10 26 4 Ges
. . . 2/ g 1T 2 4 .

. " . 3% e\ 26 4 "

" . " 4 G . 26 4 "

" " " 6 G v 3 26 'S .
Southern Unicn Gas Co, Jioarilla 1-1!/ 4 23 26 4 Gas
C e e . a w ow ow ..
" LI R 4ta v N 13 26 4 "
" " LI S5uh v A 23 26 4 "

" " " " 2.7 ' M n 26 4 "

" LRI T ' b o® 2% 3

" LI T 20/ & 29 26 3 "

. . .o B-D/ I R 26 3 "

. " . . . DY  BY 30 26 3 "
" " e o w 50" " x 30 26 3 "

" " L 18 '/ 3 16 26 4 "

" T I 28" X 15 26 i "

" T I R 1z’ p 15 26 4 "

. " e e -z A 22 2 A "

" oo 5-B ‘/ ¥ 16 26 4 "
!XXXXXX?(X!XXXXI\'!XX)-(XXXXXKXI(XXXXX)C(XXXC(XMYT(XXXE(XXXXT’('(@C(XXXXXXEﬁXXX](XXXXXlXXXX_'{XX!X
. . e e 28V @ 17 26 4 "

" ® " " MCroden 1 v M 3 25 3 .

" I 1 4 9 25 3 "

" I T T 1-Bv K 4 25 3 "

1€ o WPeml




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF THE STATE OF NEW
MEXICO FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 977
Order No. R-794-C

APPLICATION OF SOUTHERN UNION GAS
COMPANY FOR AN ORDER CREATING THE
TAPACITO~-PICTURED CLIFFS POOL IN
RIO ARRIBA COUNTY, NEW MEXICO, AND
FOR THE TEMPORARY ESTABLISHMENT OF
320-ACRE DRILLING UNITS WITHIN SAID
POOL .

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on November 16,
1955, January 16, 1957, March 14, 1857, August 15, 1957, and again on
February 13, 1858, at Santa Fe, New Mexico, before the Oil Conservation
Comnission of New Mexico, hereinafter referred to as the "Commission,"

NOW, on this 19th..,day of March, 1958, the Commission, a quorum
being present, having consIaered the testimony and the evidence adduced at
said hearings and heing fully advised in the premises,

FINDS:

(1) That due public notice bhaving been given as required by law,
the Commigsion has jurisdiction of this cause and the subject matter there-~
of,

(2) That the Tapacito-Pictured Cliffs Pool in Rio Arriba County,
New Mexico, was created by Order No. R-794 dated April 18, 1956, and that,
upon application of Southern Union Gas Company, temporary 320-acre spacing
was established in said pool.

(3) That paragraph (10) of Order No. R-794 ordered Southern
Union Gas Company to appear and show cause why temporary 320-acre spacing
should be continued in the Tapacito-Pictured Cliffs Gas Pool beyond April
1, 1957, and that the Commission by Order No. 794-A dated April 5, 1957,
and R~794-B dated September 9, 1957, extended the duration of Order No.
R-794 until April 1, 1958, in order to allow Southern Union Gas Company
more time in which to compile additional information concerning the
Tapacito-Pictured Cliffs Gas Pool.

(4) That Southern Union Gas Company has failed to prove that
the Tapacito-Pictured Cliffs Gas Pool can be efficiently drained on a 320~
acre spacing pattern.
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Case No. 977
Order No. R-794-A

(5) That the Tapacito-Pictured Cliffs Gas Pool can be efficiently
and economically drained on a 160-acre spacing pattern.

(6) That the drilling and spacing of wells in the Tapacito-
Pictured Cliffs Gas Pool should be governed by Rule 104 of the Commission
Rules and Regulations.

IT 1S THEREFORE ORDERED:

1. That paragraph (1) of Order No. R-794 which created the
Tapacito-Pictured Cliffs Gas Pool shall remain in full force and effect
and that paragraphs (2) through (11) inclusive be and the same are hereby
superseded.

2. That all wells hereafter projected to or completed in the
Tapacito-Pictured Cliffs Gas Pool shall be drilled, spaced, and operated
in conformance with Rule 104 of the Commission Rules and Regulations.

3. That this order shall become effective on April 1, 1958.

DONE at Santa Fe, New Mexico, on the day and vear hereinabove
designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

EDWIN L. MECHEM, Chairman
MURRAY E. MORGAN, Member

"A. L. PORTER, Jr., Member & Secretary

SEAL

ir/




- -

g
W .

o .“
/

| ZARVIL L B S
M XA
AR \
P I AV N
3 —
te by . .
A
- -~
s
-f 1y
- 14
s o, >
el
PRI
e -
N pe
:
IPY s -
% g
’ v
‘.

.“H x\< =,

qamg\(

;msﬁ ;?«Qus ‘" \VQM\G.T‘. .

i
V

v |

£ORARLSE \as \.

<

TR Rra %\\ g
ZENLICY 40
REEE4 \QN :umdl..w\v

‘\S
".7

VLIS FRYA A A4 A W A
AQE Y05yl S('5178 A
“boSy 1Tt a5 -
.;\«o\m@:<\>¢&v¢;\
L §EE L 0L
(. JUT
- oQ

uﬁv&w\
*\..\w.\w_b .J

I}

1
p N

.n..m\ﬁm.b.
asTELET
€555

gesin

ey

\oom

LAV B
E§n T
0rédr
TR

(=T 9T g ) v

e

AP a1
oLl
pAL
venwm
okArm.

i




A

3 ~
\-) ; ‘7 C’
- >
Cie e
. . ’
$9. 77
’ ‘ T2 0
LR

- 459 24087 247+
-~ *

g /4. 68
Z2ieS0 _ j}_;j_}, -

2 260 33 gpge RIS
29300 q000 7 33374 :

r
(&
-
\ v
“

s

P

T
[
o
E
T
3
A~
\
6 N
Y
'S

e
< § S = /
s vsesd F ISIEX £3.95¢%
A Vi
70/2’?3
{7 i /45,0 32
oo S
s e, S S 2R
y (/é/ui:u-f éZ— R e _

-

'z
w38 L
<

1
R

RATE S I
3

R AN

—_

2. 39 -2 363 §

39, 1 |
ag. 67 ,-

22.73

25\")/

§Tee3




ey —AT—— T AT TR T T TR T =

PacIFIC :H\WHENWELINE CORPORATION

SALT LaKE CiTY. UTAH

8L 7 M gl “Eoeoxime
 July 1, 1958 '

A L R4

: New Mexico Qil Conservaton Commission
F Box 871
Santa Fe, New Mexico

Gentlemen:

; In accordance with Rule 30 of Order R 1193 setting up

' proration in the Tapacito Pictured Cliffs Pool, Rio Arriba
County, New Mexico, there is attached a list of the wells
connected to Pacific Northwest Pipeline Corporation in
this pool as of July 1, 1958,

Yours very truly,

LTy

L. G. Truby, Jr.
General Manager of Production

LGT:br
Attachment

cc: Mr. E. C. Arnold
New Mexico Qil Conservation Commission
Aztec, New Mexico ,

cc: Mr, George H. Peppin
Pacific Northwest Pipeline Corporation
Farmington, New Mexico




TAPACITO PICTURED ED CLIFFs POOL

FACIFIC NORTHWEST CONNECTIONS

Location
—oton

Well Name and Number U. S. T. R.
——————=.40d Number —_— 1. R

El Paso Natura) Gas

San Juan 27-5 o g K 3 27 5
Magnolia Petroleym ,
Jicarilla B No. 1-19 ‘/ M 19 26 3
Jicarilla B No. 3-20: M 20 26 37
Jicarilla B No. 5-20-7 A 20 26 3
Jicarilla ¢ No. 1-7 M 7 2 3
Jicarilia ¢ No. 3-8 .~ H 8 26 3
Northwest Production Corporation .
E Unit No. 1-33. N 3 2 3
E Unit No. 2-33. H 3 26 3
E Unit No. 3-34v N 34 26 3
E Unit No. 5-28+" M 28 26 3
E Unit No. 7- 28/ B 28 26 3
N Unit No. 1-8” L 8 26 4
N Unit No. 3.5+ L 5 26 4
N Unit No, s- 6/ L 6 24 4
3 N Unit Nn 6.7t A 7 2 4
N Unit No. 7-8 // A 8 26 4
F N Unit No. 9-gv~ H 6 26 4
‘ N U.it Ne, 11-76- D 7 26 4




6‘“@ &}ogmﬁural gas @on/tpany

W 1\ Y
1 ‘ 61 g aso, gTexas

July 1, 1958

s

New Mexico Qil Conservation Commission
Box 871
Santa Fe, New Mexico

Gentlemen:

In accordance with Rule 30 of Order R 1193 setting up
proration in the Tapacito Pictured Cliffs Pool, Rio Arriba
County, New Mexico, there is attached a list of the wells
connected to El Paso Natural Gas Company in this pool as
of July 1, 1958,

Yours very truly,
D. H. Rainey
Proration Department

DHR:br
Attachment .

cc: Mr. E. C. Arnoid
New Mexico Qil Conservation Commission
Aztec, Now Mexico

Iy



TAPACITO PICTURED CLIFFS POOL

EL PASO CONNECT ONS
Location
Well Name and Number U. S. T. R.
Clark-Cowden
Federal No. 1-11% B 11 25 3
Federal No. 2-11.7 K 11 25 3
El Paso Natural Gas ;
San Juan 27-4 No. 61 M 31 27 4
San Juan 27-4 No. 8 ‘; N 32 27 4
San Juan 27-4 No. 9v N 33 27 4
San Juan 27-4 No. 10+ G 32 27 4
San Juan 27-4 No. 12y M 30 27 4
San Juan 27-5 No. 20+ A 35 27 5
San Juan 27-5 No. 27/ M 26 27 5
Gunsight Butte Uranium
Florance No. 1 C 4 25 3
Florance No. 2¥, A 5 25 3
Ruddock No. 1/ B 3 25 3
Pan American Petroleum
Ered Phillips Gas Unit A No. T A 10 25 3
Fred Phillips Gas Unit B No. 2 - K 10 25 3
Fred Phillips Gas Unit C No. 1 H 15 25 3

Proration Department
July 1, 1958

;
i
:
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\‘ ' i
' AzTEG O1L & GAS GCOMPANY

920 MERCANTILE SEC
Darias 1, TEXAS

URITIES BUILDING

QUILMAN B DAVIS
SECRETARY AND GENERAL ATTQRNEY

1439, Order To. R-1193

Cy
C

gLt Consarvatiot Cormicds
1

T. C. BOX U
W Mexicc

Wow exico V
3
. {
genta Fe, e

nantloment

Southern Urion
its application dated June <)
subect cuse.
potec Cil & Gas Conpary coneurs generally ir the
statererts contained in thiis application erd urges the Com-
26 or tc grant applicant‘s roguest fer relearing Cast

Yours very Lraly




BEFORE THE !
OIL CONSERVATION COMMISSION s
. SANTA FE, NEW MEXICO f
; May 14, 1958

e m  wn T A . N n P G G G D SR e Y S WD G G W WD GRS WD W W e G T e e

IN THE MATTER OF:

In the matter of the hearing called by the

01l Conservation Commission of New Mexico CASE NO.§
on its own motion to consider the institu- ;
tion of gas prorationing in the Tapacito- 1439 é

Pictured Cliffs Gas Pool in Rio Arriba
County, New Mexico.

*0 S0 ¥ 0y ¥¢ 0¢ 00 P e0 B0

A e e . o A R a R A e o S M W S e W e e MR A R R G A AR mm e - - e om we mm ¥

A. L. Porter
Murray Morgan

TRANSCRIPT OF PROCEEDINGS
MR. PORTER: The meeting will come to order, please.

If the cases on the docket arent't concluded this 3fternccn, we wil

i
reconvene in the morning at the Highway Commission Office at nine t
k o'clock. This hall will not be available, and there is no availabie
space for the hearing in the Capitol. ?
At the conclusion of Case 1439 we are going to take up the
Southeast nomenclature case which shouldn't require more than ten
minutes.
We will consider now Case 1439.
MR. PAYNE: Case 1439. 1In the matter of the hearing
called by the (01l Conservation Commission of New Mexico on its

own motion to consider the instituticn of gas prorationing in the




3
Tapacito-PIctured CIiIts GET POOI 1IN RIO AYIFiba COUNty, New HexIcoJ T

e

(Witness sworn.) ?

MR. COOLEY: Mr. Chairmman, the Commission has called th14

case tc show the various factors which come to bear in the Tapacitg-
Pictured Cliffs Gas Pool, which indicate that prorationing in thati
pool is immediately necessary (

Our first and only witness will be Mr. Utz.

ELVIS A. UTZ
.called as a witness, having been first duly sworn, testified as
follows:
DIRECT EXAMINATION
BY:» MR. COOIEY: ;

Q Will you state your name and position, please? ;
i
A Elvis A. Utz, engineer with the 0il Conservation Commis-f

|

sion.
Q Mr. Utz, as engineer for the New Mexico 011 Conservation

Commission, have you had an opportunity to make a study of conditigns

in the Tapacito-Pictured Cliffs Gas Pool?
A Yes, I have. i
Q Would you tell me what the purpose of that study was,
please?
A The purpose of the study was to inspect the production
history and compare this with estimated allowables in order to
determine how ratable the take had peen comparing the production

with a proration formula.




Q Can you briefly explain the manner in which this study"w
was made?

A The study was made briefly as follows: The productiocn
was taken over a period of six months, from October through March,é

Cctober '57 through March '58. The monthly production for the

i
{
H

six month pericd was determined for each well in the pool for theé
period that that well was connected e a pipeline system. The ;
allowable for each well for each month in which it was connected %
to a pipeline system was calculated on the basis of the 25/75 i
formula. This was based on each months production and the 1ndiv1d§al
well deliverability and a hundred and sixty acres dedicated to eacé
well. Actually, if I had used three hundred twenty acres, it :
would have made no difference in the results of the graph. This
anaylsis was broken down by purchasers in the pool, of which i
there are three.

S Mr. Utz, I now cail your attention to a map which is

posted on the bulletin board and whichles been identified as Exhibjit

1 in this case. Would you please explain the import of that map.

A Well, actually, it isn't very important. I think by now!
we all know where the Tapacito-Pictured Ciiffs Gas Pool is and ;
wnat the shape is, and that 1s the one thing it portrays. Howeveri
the other thing that I intended to portray with this exhibit 1is
to show the locale in which the three different purchasers are
purchasing. The red tinge is El Paso, which 1s nhere and here.

— e | The blue is Pacific Noprthwest, wnich Is pretty well distributed,

<ot

Pl [ TR A




volume and deliverability.

ngé“Ig‘tﬁé’Eiéﬁ“iﬁ'wﬁiéh southern Union Gas8
is a purchaser. This is all I intended tO show with this map,
to show the distribution of the purchasers.

Q Mr. Utz, in making this study, did your findings reveal
that had allowsbles been assigned in the Tapaclto—Pictured cliffs
Ggas Pool, ghat the takes would have been ratable during the past
six month period?

A In a very few instances it showed that allowables were
comparable to what the production wasg, but in the majbrity of the i
cases, it showed &n unratable take, comparing 1t with the formula.

Q Have you prepared a graph to further exhibit this fact? é

A Yes, I nave.

Q I call your attention to what has been marked as Exhibit%
2 and ask you to explain that, please.

A Exhibit two is the long graph which 1is on the wall here.z
As previously expléined, £his study was proken down py purchasers E
in the pool to determine how ratable the takes were as between
purchasers and also how rataple the takes were petween wells on

each purchasers system. The first purchaser is El1 Paso, the seconé
jg Southern Union, and the tnird one on the end .3 Pacifie North- 2
i

i

west. The orange 4ots which you see scattered along ghe graph arel --
"}
First, 1 petter explain that the vertical axis is in volume of miliion

cubic feet per day, the norizontal grapn under each purchaser -
!

is deliverability and MCF per day, so this is a comparison betweenz

e Mes
phone CHapsl 34591




_ ‘ R I b
Q lMr. Utz, let me interrupt. You sald the verilcal scale

- was a million cublic feet per day?
A A million cubic feet for Lthe six months. Thatts the totil
gas droduced for each well whether it was on the linc for one month

or six months. The orange dotis show the total production for six

monthis on each Individual well. The green dots show the calculated

»

allowable which was calculated by montiis for each individual well

on the pasis of the 25/75 formula.

Q> At this time, iir. Utz, let me interrupt you. Is the
25/75 formula the gas proration formula which is apolicable to all
prorated gas pools in uorthwestern New Mexico?

& All six prorated gas pools use that formula.

Q@ And you, therefore, have commiled what would nave been
the allowable on the past six months pased on the wellts deliver-
ability snd the acreage dodicated thereto, had the pool been pro-
rated during that veriod?

A That is exactly right, for ithe period that the well was

-

connected toc the pipeline. 1How, the Test of whether or not the }
take was rateable 1g simply vy comzaring tho distanca ~-- the vertid
cal distance between the red and the orange marks or dots on this
scale,

Q1 Green and the orange, isntt it, lie. Utz?

& ‘The green and the ovange, yes.

UV SO

ffow, 1s therc voth a green and ovange dot for cach well,

&

the orange representing tine actual production and the green the




allowable it would have peen assigned had the area bééﬁApfbrated?
A Thatts right, 1indicates the total production for the

time the well was on the line. It is plotted at about fifteen hun-<

dred MCF, which would indicate the wellts deliverability by test,
test in conformance with Order 333 C and D. The green dot you will
notice directly avove the orange dol, which indicates uhst that
wellts allowable would have veen had the pool teen prorated for
tnat six months.

Q 'Then 1t would apnear that the onerator would have besn
discriminated against for nol having been allowed to produce the
amount of gas?

A Yes, this particular well, wiiich has fifteen hundred
deliverability, would have received an allowable of gomething over
a huadred million, just siightly osver a hundred million whereas he
actually only produced ayvout forty-seven million for the month ==
for the period, which indicates that it underproduced substantially.
Wherever the orange dot 1s over the green dot, it indicates that
the well overproduced from what it shiould have produced in order
to ve rateable, cccording to the formula.

@ Irs Ubz, do all the wolls vrorated on ﬂxhibit lo. 2 have
the capacity to produce the allowables which you nuve plotted ther%-
on? |

A Theve is a vosasiviliiby that some of bthe wells In the 1ow#r

catogory here -- 1 made no attennt to determine what the marginal

wolls would nave voen, There is o possipllity that some of the wc}ls

e e U O S [

1




'8

in the extreme lower scale herc might be ﬁg;éiﬁél welié,‘hééwfﬁgon
to the trouble to determine whether or not they could produce.

Q In your opinion, rovr the most part, the ma jority of the
wells would have been capable of producing the allowable assigned

therseto?

A Taking the pool as a total, the wells in the pool sre

capable of producing wmore £as by far than they did. By far, the

majority of the wellg in the pool are capable of producing more ;
gas than they actually produced for the period. E

Q Then the me jor limitation on the amount of gas which is \
produced from ecach well was not capacity of the well, but the amouLt
of gas which the purchaser geemed to purchase therefrom during tha
period?

A I presume iti was determined to purchase that much gas. f
donti know uwhether or not the well wasg shut in or whether the 1inel
froze ug, OIr what the reasoil Was, but whatever the reason Was, i
this shows whether or not 1t produced its allowable. The test, as
I started to explain a while ago, is the distahce -- varticasl dis-
tance between the ced and orange dobs for eacit wull‘would indiecnte
whether or not the well had been produced rateably, according to

tine formula. whercver there are dots, such as this one on the

'
dred, 1t actually produced about twenty-five million, and its al-

lowable was glightly ovor twenty-five mitlion, which indicates 1t

Lg very nearly pateable, accordlng to the fovrmula. Whercver there

!

Lef L-hand slde of the grapi:, which has deliverability of four hun—\
1

|

l

\

‘\_

!

g
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13 verticel spread between pcints would indicate to“me that the
wells had not been procduced rateably.

Q This Exhibit 2 shows that it 13 more common for there to
be a considerable vertical spread than there is -- what they allow
if it hacd been produced, what their allowable would have been?

A Yes, either less or more. 1In most cases it was more.

1
Q@ Does Exhibit 2 also show graphically the productlion take:

by each of the three purchasers in that pool during the last six |
months?

A Yes, it does.

Q@ Would you explain that, plesase.

A Over on the right-hand side we have plotted what I call
load facters. It 1is simply the amount of productioh that the well
produced durlng each month as compared to what the well could have
producéd, according to its deliverability test.

Q Well, are all of the wells connected?

A All wells are ceonnected to eacnn system for that month.
Tha uppar ayatam ia Rl Paso. the green is Southern Union. and the
bottom, or red vars, are Pacific Northwest. 'That simply shows a
relationship between what the well could nave produced, according
to this test, and what it actually did nroduce, and as you can see
for the month of dJanuary there was quite a bilt of spread between

the load factors in the -- or the month of October, rathecr -- bhe-

tween the load factors for that month as between pivelines,

Q  viould that indicale -- excuse me, wnroceed,

EL O B B TR AN SRR
Piane CMHapei 344691




10

~each month and the production for each month of I3 vercent load

A I wouldntt deem that as significant for that parti-~ular
month. I thinit the thing that is shown is simply a point of in~
formation to show how the purchasers were purchasing, according to
other purchasers in the field, and the load factors for the six
montha, I would say, is the thing thet really counts. The upper

pipelihe produced an average load factor for the six months, and

P

this is breaking 1t down by montns, thaet is, the deliverablility fo

b

pv/4

factor, and the other two were pretty close. Southern Union peopl
produced a load factor of 37, and Pacific Worthwest 35, which is
closer than I expected to see. I would say that that is another
indication of unrateable take between purchasers.

Q It could indicate, then, that a well connected to El Pasg
Katural Gas system would Peceivé some 10 percent -- some 25 percenk
more production than would a well connected to either of the two
systems?

A Well, its load factor was about 1l percent higher than
the other ftwo nipelines,

@ How woulcd an average Ll Paso connection compare with the|
nroduction from tne average Southern Union or Pacific Horthwest
connectign?

A I don't believe I follow your question.

Q@ It would be some 20 percent hirhier, would it not?

A Yes, 1t would be about 20 percent higher in comparison.

& lure ulz, has your study also determined that the capacities




demand warrants the immediate broration of that pool?

A Yes, 7T think it does. One reason I thinlk 1t does is

simply because, 88 We gagn See, the wellg have pnt been Produced in!

accordance with any olan ¢ » Yormula, and there i. N0 ~- therefove,
cach well as ol the end o' the six rionth gt nDeriod is, so to edeak,

out orf balance, and there igq Ne way that 1 Know of o getting thog

_ I
wells back in balance except by p?orationing. There is ng brorati

—

at thisg time, gng since there is neo proration at 5 .
4] Assuming that bProration js to be establigheg in the Pice
tured Cliffg Gasg Peol,what dDroration formula>would JOUu recommendg?
A Well, 71 would fecommend the same prerabion formula that
Ye use in the 81X othep prorated pggq Pools in the San Juan Basin,
The reagon for vecommending that 1ig simply Dzcause T S€€ nc great
difference in the Tapacito Gas Pool and the other Pictureq Clifrg

Pools up there, ang I think 4p it i35 g Teasonabla Fovmula fop the

.____e_,.».,‘._ﬁ.“\-“_______\—-—h‘\\-\\_.,_- .
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other Plctﬁréd Cliffs Pools, it is certainly a reééonable formula
for this pool.

Q Would you go inte the breaxdowr of that formula in more
detall, please?

A Well, it is 25 percent acreage plus 75 percent deliver-
ability times acreage. The actual breakdown and explanation of
the formula is guite a bit detailed. I think most people here are
pretty familiar with it.

Q How long has grorationing on that basis been in operatio&
in Northwestern New Mexico on the other pools?

A Since March the 1lst, 1955 on all except the Ballard

Pictured Cliffs, and I belisve it was August the lst or October th+

Q Then you have had an opvortunity to observe prorationing
in Northwestern New Mexico, under that plan for some three years?
A Thatts true.

Q@ And have you closely observed the operation of this sys-

A Yes, I nave.
Q Has it been your personal respongsibility to supervise
most of thils prorationing of gas In sortnwestern Hew Mexico?

A Yes, in the main. Yes, 1t has.

Can you prive me an opinion as to what you {eel the success
> J b

of tais system has been and the equitable nature of the system o&
|

5

formula during this three jyear psoriod?

'.1'»--" :‘v“ EURICE R I i

tiEws My soTo

el 246470
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formula 1s

comparison you can

have done in accordance with

i those six »dr

A Well, of course, after you declde on the formula -= the

golng to do what you think it ought to do, the only

make from then on is what the wells in the pool

the formula.

Q@ In your opinion, has this formula af forded each operator

orated mas vools an conortunity to recovery his

-

e share of tne gas in vlace in those pools?
(23

ot

just and equitaol
A I think it has, &8 near as it is possible to do so. |

M. COOLBY: That concludes our case, Mre. Examiner.

A I have some further peconmendations T wish to make. In

recommendation for a formula,

written to instigate proration as of August the

_ 1.
UA.—'-C

addition U0

that an order be

ol rules and orders of all other

1st, 1958 identical to the PO

Pools, with the exception of spacing. I leave

one knows, 8% this poinf

w

Pictured ¢ciiffs Ga

spacing out of thils simply because as every

¢ hoz mot peen Astermined, and 1 don

the spacing

wno should sit nere and deternine ite
Aat

e

I would also recommend

=]

o (By Wre. Cooloy) life Utz, it would be your preconncna
would it nob, Lot & nrovabtion unit oe esbablished in the Pictured
Griffes Gas Pool the same gize ag the spacing anit waich is to oe

detbeemined oY tne Commission 2.5 ine result of tne nearing just

conc tuded in Oase 977
T recorgnend tnat the

A Yes, LU cerwainly would. Furthey,
E
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hen would thos® Tave to pe in to théwéﬁﬁﬁfésidﬁ?" |
They anould o€ in to the commi ssion Dy

further recommendations in this cage, Mr

Do you have any

pelieve T do.

nOo, 1 dontt
nat is alle.

MR COOLEY:
XAMINATION

CROSS E

- BY VR. PORTERZ
Q Mre. Utz, livaraoility testz ab

e UO instit

fficient de

go you have su
the present tim ute prorationing on those wells?
A Yes, sir. Incidently, ghat orings out tne ooint wnicih
probably snould have mentionede In the Sl wells spovwh on the map,
tnere are tnree estimated deliverabilities, and that 1s alle The
1pitial potentials‘

are estimated on the pasis ot

Q You have the deliveraoilitj for 107

s Thatt!s righte. i
M. PORTER: Anyone nave 8y que st 1omns of ke uta?
MR. GREY TER: 183y gim, HWC o Ly CCMe

\ QUESTIONS 3y MR Gl L
o You woukdnat v 2€ pLupasin" Lo el Any coppection in the
ature Lor any vast inequaliﬁl%s tast qujt nave occurved prior
-~ wounlkd yolb L. ULz

Lo Lhe institution ol
siple Lo go nat.

1 donttu pnink

A HO,
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stated that you saw no difference between the Tapacilo and the
other Pictured Cliffs Pools. Is that witk respect to any of the
agpects of the pool or merely with respect to those features of
pools which, in your opinion, has some bearing upon what the pro-
ration formula should be that is prescribed for the pool?

A Well, what I indicated and what I meant to indicate was

that from a geological standpolnt, there 1s not too much difference

between this pool and any other Pictured Cliffs vool. It has certdin

irregularities, it has certain reserve ratios as vbetween tracts in
the pool, the same as the sBallard,Fultcher~kutz, West Fultcher-Kuts:
or any of the others. A4s far as the permeadility and the spacing
guestion is concerned, I don't know.

Q@ You are not by indiresction =--

.

A Indicating how muchh acreege one well will drain?

Q2 Yes.

A No, sir.

Q wnow, you said that you suggested that the proration unit
should be the same as TtThe sgpacing unit established in 977. Would
vhiat vecommendation nlea o to tae spacing unit estaplished in 977,
gnat it should be tne same as the vroration unit estavlished her'e,l

doesg that worl both ways?

A As I visualize it, 1t should work both wayc. Your spac-

ing unit is your ororation unit.

<

v

Would you see any oovjection to doing substantlally what

nas oeern done in hea County ana winlen was to some cxient touched on
£
|
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this norning in a statement oy Skellyy and one on vehalf of 11 Pasp

Natural, where they were suggesting that if a hundrec ard sixty-
acre spacing were adopted, thai anyone who wanted to drill on 320
might, on optional basis, dedicate, in effect, double acreage to
the wWell and thus get a double allowable, or if it were spaced on
320 acres as the proration unit, that anyone who wished to develop
on 160 could do so and take a half allowable as to such a well?

A Personally, ny opinion is—fimEt iLhat is the way to handle
he matter. I don't see any oobjection to muliiple spacing in a
cas pool or any other pool, for ithat matier.

MR. GREwIER: Thank you. That concludes our questions.

QUESTIONS BY MR. HINKLE:

Q Mr. Utz, have yon made a study of this particular pool
to see whether any other vroration forrmula other than this 25/75
formula would ne netler aopliéable'to the condltions in this pool?

A I have only made a study in s general way, and tne unly

study I nave made on this pool 1s wnat you see here on this grabvh,

ir. Hinkle. Here is a horizontal lin

o

. moanths, the

ion a hundred twenty-six il four ithe and that is

straignt acreage allocation curve, 1f I nad calculated the allow-

able on strisht acreage. uwow, it 1o not very oiifllcull vo sce

¢ N

if you used straight acrease on tnis pnool, bhatl you would nave, oy

you would nave 37

cutv of »i Lo stari with, and acinally vou wonld have

line, when you made meral

indicating ninety-five milly

tnap



wells out of tiiese, which they would ve marginal wells vy virtue
of the fact they would reacelve more allowable than they could
produce on a straight acreage lorimula. You would nave to take
that amount of pgas and ;jive 1t to the wells velow this line, which
of course, wonld raise thls line somewhat and cause a few more

wells on the top of the line to become marginal. You would have

to increase their allowable or else lower the demand for the pool, E
* so I dontt think that any formula which would m~ke 37 out of 51

i wells marginal at the peginning of prorationing would be a very

good Tformula to use in a pool.

Q@ Would it make any difference as far as the low deliver-
abilities were concerned, whether or not they be vermitted to
produce more gas?

A They would ve on a 100 vercent deliverability and what
all of these 37 would be, tney wouldn't be strairsnt acreage, they
wouls have 100 vercent delliverability, all they could produce.

Q@ The straight acreage, then, would take in some of the

deliverability factors?

4

h x R P e T R £ - - b ) v e
A Lobiirn yUu Cane dedllvelutll

Liy In a siraignt acreage

Fermula because you recognize the fact that some wells cantt make

tie allowable, so you put them on . 1l00 vercent deliverability, and
you recognlze the fact thalt vecause these wells cantt produce 1%,
trral you nave to give 1t to wells that can nroduce it, so you give

H

it Lo wells that can nrodwee it. |

Phone CHapel 3 6491
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Q@ Then, you did, to some cxient, take that into considera-

tion in recommending 25/757
A Yes, I did, but I used the 25/7> for the purpose of
W

making this graph simply because 1t was used up thare, and I
figured it would be used in this pool and it looks as good as ahy
to me.

MR. HINKLE: ‘Thatts all.

MR. PORTER: Anyone else have a questlon of Mr. Utz?
Mr. Mankin.
QUESTIONS pY MR. HANKIN:

Q Warren Mankin with Aztec. Mr..Utz, I notice you rien-
tioned something about the marginal nature aspects. To begin
with, would it make any difference what line pressure is carried
by the pipelines, whether it has greabter capacity in the marginal
well? |

A It sure would.

Q It is true that one company carries a lower vressure
than itite other two?

A It is my understanding that the #1 Paso line pressure
out there is in the nelgnborhood of 250, while thhe other two are
around 500 nounds.

Q  Would bthat have some signiiicance on wl Paso having
less wmarginal wells producing to begin witna, than the others?

A Certainly would.

Pl PORTLH:  Anyone else nave a question? If not, the

A ?'- f.‘k_b:—; Pl Moo
Phore CHapel 34491
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just now, and he indicated that one of the reasons he thoughi pro-
rationing in the field was necessary at this time was because the
three pipeline companies are taking gas at varYing line pressures.
Does that indicate to you a situation, such as Mr. Utz interpreted
it to be, one that calls for prorationing at this time?

A Yes, it does.

Q& How about these varying load factors? Do you agree with
his conclusions there also?

A I think there is no doubt that when you have varying
load factors among pipeline companies, that to take equitably
from the wells within the field, some prorationing would be nec-
essary.

Q It might be possivle, of coursé, for the companies

themselves simply to get together and agree to take on a rateable

basls, wouldntt it? ]

A That is »osslble, out not vractical.

Q Do you tnink it would work detter if the Commission
were adminiétering the program than if it were purely a voluntary
one’?

A I sure do.

Q Do you see any indications nere that there is a greater
market -- I mean a lesser market demand in {the Tavacito Pictured
Cliffs Pool tihan the deliverability capacity of these wells?

A

A Yes, there 1s definitely lesse demand than capaclty.

L low, bturning to the matier of ithe nrorvatloning {ormula,d

e

o you



1 have any rccommendatlons to make to the Commiséion in this regard,

i Mr. Wiedckehr?

? A Well actually, as in the vast, cases that have been heard
on northwest New Mexico and southeast New Mexico proration hear-

g ings, it is Southern unionts opinion that the 75 percent factor fop

b deliverability is a little bit on the high side. We dontt feel
: like there is quite that much releticnshipy between deliverability
and reserves, but in view of the fact thet this is a bettesr than

averare field insofar as capacity of the wells is concerned, and

because the deliverability seems to follow pretty well the trend
of thicker sand sections, which is actually a criteria for reserves,
we would not object to the formula that has been used in the vast.

We are not necessarily saying that we are agreeing with it, but we

can't find any great fault with it and would not object to the congt
tinuance of this same formula in the Tapacito Fileld,

Q Now, supposing we come up with a 320-acre prorationing
and bullding unit for shis pool; you would think that the two
units should be the same, I asswie, MHr. Wiedelkehr?

A I think think they should, althousn I can see where it

could pe worled whercec the two units were dilferent because that so

happens in southeast lew Mexico.

Q, Well, suwposing that we had a 320-acre unit for proration-
ing, what would you recommend should be embodied in the order with

respect to a person who wanted to drill two wells on g 320~acre

tract, 1f there were any such pnersons?

R

- Lave B
ALBUNUERGUE NEV
Phont CHopel 36691




A We would r--~ormend, of course, that eacn welimghat was
drillai be drilled on the 160 acres and that each well be given an
allowabdle on & nall acreage unit, or as the reserves might be, two
to one. In other words, a 160-acre well would set half the allow-

able of a well on 320, vroviding the aelivorability weroe ldentical

Q HNow, if it came out that the prorationing unit establiShfd

by the Commission werce s hundred and sixty acres, would you recom-
mend that a multiple acrezage factor be vermitted to be assigned to
a well as suggested by Mr. Ut;?

A Yes. I feel that that would partially solve the problem
that exists, and that if an operator so desired, he should be allo
to assign to two units or 320 acres to a well.

Q@ You are not suggesting that they should be permitted her
as in southeastern iNew Kexico, that &li0-acre be assigned?

A I doubt that that would bte wise. Wouldnt!it reconmend

Q iHow, assuwming again 320-acre spacing, what would you
recorriend the unit to ve with resvect to the standard sections
wnich we have here through this area?

A Dontt thinik it would make any difference, elther nortn
nalf or east nalf; souinr nalf or wesi hall.

& Again assuming 320-acre spacing, whal would your recom-
mendabion be wibth resgrvect to the locabion of wella witnin the nro-
ratlon units themselvey?

Al

A VWould veconmend that They be in the soubnwost and norith-

>

T ]

e d
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east quarters respectivoly‘of the sections, located 990 feet at
least from the vourdary line with the tolerance due to terrain,
and that excepntions pe ~sranted for tne wells that have previously
veen érilled in unortiodox locations, that is, locations not con-
firming to this pattern, and tnat any future requests for unortho-
dox locatiocns outside of terrain reasons should ve handled oy
hearing.

Q@ What would your recommendation be as to the balancing
period? Do you feel thai it siould be the same as for the re-
mainder of the San Juan Basin with six months! period starting
Feoruary 1 and August 1?

A Yes. It would malte it easy on ocur company as a pipeling
company To operate if we had the same palancing period.

MR. GREWIPR: That concludes our testimony unless you
have something further to add.

A No, I dontt think so.

MR. PORTER: Any questions of Mr. Wiederkenr? Mr. Hink
QUESTIONS BY Mr. HINKIE:
2 Mr. Wiederkehr, I wish you would refer to Southern Union

Bxnibit nNo. 9 wanich was introduced in connection witn Case 977. 1

‘understand, HMHr. Wiederkehr, that this is a tabpulation ol reserves

on producing wellg connected to Southern Union Gas Companyt!s sys-
tem in the Tapacito rfictured Cliffs Field, and inat these were
based upon pressure decline curves wnicn were also introduced in

evidencoe.

DEaser vy Mites Ao Aiw tATES
Coorpean LA e aers
AL purautiucas News s e
Phore CHope! 346491
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F‘ : A Ho, sir, Mr. Hinzle, these were pased on microlog sand.

Q Your own?

A Microlog sand and on a recovery factor based on what I
assumed tne reservolr conditions to ve.

Q@ Now, bthis taoulation snows that the Jicarella No. 3 of

Honolulu vroduced, duringz the 3645 period, 77.72 percent of the

-~

[ =2

estimated vreserves ander 320, i1s that rignt?

A Yes, sir. :

¢ And in comnsction with Jicarelliat's "I" % of Southern §

Union, during the same period of ¥Uime 1t produced almost a third :
of the reserve, 29.0l12

A Yes, sir. f

3 And the Jicarella "s5" L produced 3o0.71 which is a littls
more tnan o third of the reserves?

A Thaitts coprrect.

%, llow, do you anticipate uvnat tnose wells will cease to
oroduce wien they nave produced under thiis tabulation a hundred
percent of thelr reservesg?

A wo, sir, T do not.

& Now, if that is btae case, unere

taey have reacned o hundred percent, 10 this estinate

from alter
A Actunally, bhe estimabcd rezerves may e off due to the
fact that some ;jas in 10 taab, sonc amounit of zas is coming oud,

RELCANS TS

Ho. 1L ano {lo. 2, of course, is bhe fact thet vhere uill oeooaonly

e T
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be arainaie cetween tracbs o8 3¢ always oecul Se

o) Tagntt thav inherent in con;ectlon witin ©he deliveraoiliﬂv

formula? \
p 1t is jnnheren® with any £ ormulis but mayoe s little wor%e
1
with deliveraoility £ ormulase \
q To 2 greater exbent in connection witn deliverability —‘
A Yes: sire \
g and gnls wouldvtend zo ghov 147 X

A Yes, sire
Wi RRhena Thatt s alle \
‘\

.

Q Mre ﬂiederkehr, 1t wWas your recommcndatlon a wnile ago |

i
that 1f this were alt“rnate Lype spacing and 320 were approvea an
120 were granted as alcernqte wells that they be given a Prope-
allowablc accordins o tnelr qcredies i;ould you 1ikeulsce rie tha
oaﬂtioulav al‘ovaDWG of Gnose devalooed on 160 o the geliver-
cpi 11Ty of the 1ndlvlgual'uells on What Lract; ratne? wsny for
ither well? \
A Yes o eitnef welle
il pATL RS Thank yoUe AR all.

‘ﬂmgﬂmﬁ‘ﬂiﬁ.ﬁLﬂmu

3 gould youl subﬁﬁst any otne: ¢ opila oLney Lnan wnat \
gnich 28 peen :u;gestod Lo the Gcmmisnion by e Jbe gnatb would \

como‘morc neov Ly Lo pvotoculng coerelative einhts 30 et the -7
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A I have nov studied ihils particularﬁgggiéwgﬁwgngz lirnvy,
but on other fielde which [ nave Looked al and have done consider-
able worxk on, I feel that prooavly a deliverablility allocation of
some actually 35 to 50 percent would ve uhe maximur theat should bd
vsed. Of course, tliere is anobtier feormuls that is very good. It
mighit pe a little petter than that if we nad a very homogenous
sand, and that would ve just acrease vimes volbtom nole pressure.
!
3 lould you recommend wnai vo uvhe Comaission al tals time?
A Ko, sir, nolt In wals area odecause ol uwhe Jact that you
do not get a Lrue pressure in ris leld for a lony period of tirnd,
as was discussed in the previous case. The five wells that we
took shut-in pressures on were gaul in some tueniy-~six days and
actually, the last weelt of this twenty-sixzx~-day period, they still
builv up six or seven pounds auring thatv tlme, and to get a true
presswre, then, we would have %o lkeep tune ficld soub halt the timd,
co that 13 not a very good rorrula for a field of this nature.
MR, HINHLE: Thatts all.
M. PORTAR: Anyone elsge have o quesulon?
LJuSTIONS 34 M. COOLIT:
v, Wiooeelohve, Jo ovoen Do trwae the orovntion ormula
Urine hiasg boen proneoss: by e Lle wils allocat s the allouwadles to
i
cre verlcous uells in the Yavoacolito Plcturad CLIffs Uns Pool mome ir{‘
e the cobunl sog in place under those trachs than woulld
aserease Jormulay A
A Yes, slr, I do. Lodenty fecl thal sirelont acresse lg )
e T SR - :
) B T <
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1y procuction vue Lo the foct that you do

r
‘
- o

a good allocation fcv

nave such: varistion In ihickne

&7}

¢ throv poul the Tleld.s I have
never boelieved In stralght noreare T'or a gao [ield.

Mt. COOLEY: ‘'Mhatts all. :

MR. PORTmR: Anyone elue have a questiont

A

RaDIRhe? EXAIINATION

AR

3Y MR. GREzITER:
¢ In response Lo pr. Jiinklets question avoul how these

wells that he mentloned come to vroduce such a large percentage

oiff Lhelr reserve, would any porticon of that apvarentive production

be possibly attributable to the fact that these wolls were drain-

ing wore than 320 acres? It could be that slong with other factons?

& Yesz, along with the other Tactors that I have mentioned.,

A ECROSS BAAMINATION ;

BY M. MORREL

—t

2

G You stated in your reconmendation, Mr. Wiederkehr, the
svacing of norithwesi and soutneasi --

A Merthewsl and southiuiccu, T velieve.

{; HNortneast and scuthwesu?

A Bame as the Mesa Verde Wield,

¢ lioh followling thie northwest ==

A L bhinis the old one was norithaeacit, soubtanwest with some

chenges made dne Lo wells that were vpreviously drilied, vul the

cocrect location ag (ho coiginol wnpacito bLomvora~r order was ()a::(-:{d

on wis nortocash, s0UvnweTv, Anag oo wWoubd roecomsant o cont inuant '11!0‘0

i
i
i
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of that.
Mit. PORTER: Does anyecne olsge nave a guestion?
The witness may be CiACUSEC.
(witneas excused)
M. PORTER: Anyone else have testimony to vresent 1ia

this cuse? Any statementa?

!_J

MR. DAVIS: © would lilke Lo make a statement for the
record., Quentin bavis, Aztec 01l and Gas Coupany; Aztec concurs
in tihie testimony put on by Ir. Ui~ snd Southern Union and would
recormiend prorationing cormtencing Augusti lst in the Tapacito Pocl

and tlw t the proration fowvmula be as rvecomended by fHr. Usvz, and

[#]

that vroration units be 320 acres.

M. REGLAHTH: d¢ason Kellahin, for Gunosight Butte Uran-
fum Corporation. In connection with the testimony ol the size of
the proration unit, 1t was sugpesied, 1 Lelieve, ag I understood
the testimowy, al least wwo alueruwi tves) eliher Yo nave a 320-

acre gpacing with the pvermlssion to drili two wells, or in the

alternative, Lo have a 100~acre prorvatlon unit, with the oppor

tunity to dedicate tuwo wnits o the weits U uhilok vl wicdser onr
stalute the latter a2lteenative would nobl be posuoi

1

gstatuite racudoen tne provabion unil to be of sueh gize and shape

as oy ve ol f leleatly and ceonomicaliy drained by tne one well.

Toerse o ne use, of cowtrse, in wmy goling any furiner Iinto no gue s

-

Cion of olze of bheeco urdiiue I Lhics cawe go Jo aaeneclbly ure

tne Commiocion bo adont a provation wnll conasiciing ot 150 acrowu,

k
w
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Austin prior to tne termination of tihls nearing, it 1s requested
that the following statement ve entercd on 31 Pasots behalf in
Case 14139. 21 Paso liatural Gas recommends the adoptlon of 320-acré

proration unit for tiie Tapacito Pictured Cliffs Gas Pool wlth pro-

ration Tformula identical to tnat utilized in other prorated plctur
cliffs pools in the San Juar nasin providing for allocation 75 per
cent tines de

Liverability and 25 vevcent acreage. Signed, F. nor-

man Woodruff.

L}

MR. PAYNE: 75 acres times deliverabllity and 25 percent
acreage.

fi. PORTER: Do you know what he meant, Mr. Utz?

MR. PORTER: Anyone have anything further?

M. COOL&EY: 7T have a faw cleoging remarks. I, at the

outset, would have to concur on this rroration unit with Mr. Kella<4

hin, put I do not believe the statubte in the State or Hew Mexico

would vernit the creation of a proration unit and spacing unit of
160 acres and then permit the dedication of two 1060-acre units %o

one well. I belicve innerently in the {inding that 160 acres is

the area that one well will erficiently and economically drain,

and there must pe a finding that it will not drain substantlally

in sxeegs of that acreage eifficiently and economically. Conse-

guently, 1 feel tnal Lne stvabube woula pronitcit dedication of mors

tihan 160 acres to a well in tho event the Commisassion Uinds that 169




“_—T_"“_“_‘“““*—‘—“‘““"“""““*—“““‘*—“—**‘-1r~f~“f~‘-—<“-
11 wil1 efficiently ang €conomically

acres is the area which one wel
drain in the Tapacito Pictured Cliffs Gas Pool.

Secondly, I would like to take isgsue with

the Proration farmuls based on 15 percent times acreage in north-

wostern few Mexico. Mp. Uizt wcontroverted testimony wasg tnat he

hadg berscnally supervised Proration in northwestern New Mexico for

et U

4 period of three J€3rs under that formula, ang that in his expert

opinion -~ pe has been more closely asscciated brobavly than any
other official in this state -- feels that that formils has affop d

to each owner in northwestern hew Mexico in these six brorated ga7

the gas in place in thosge pools, Consequently, I woulg recommendg
that the Conzuiission adopt the 75 vercent deliveraoility times acr#—
age plus 25 percent acreage proration formula in the Tapacito PicJ
tured clirfrs Gas Pool. . /

MR, GREWTIR . I donts understand, pr, Cooley. Dig I 1

wmderstand e, Cooley to be making a vecommendation at this time

MR, COOLIY, there iga ne corwent wﬁuisoever.

M. GRE By This jg Just 4r -

whether one well wil) efficjently and economically druin -- |
|

|

|
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Mits COOLiv: Y point Is Lhnt iy the eventg they do de- i
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welli will erficicntly and cconom-

<

bermine that the &rea which on

ically drain is 160 rather than 325 the statute woulg Drohiog i

the dedication of" any acreare SUvstantially ipn Crcess of in0, iy
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excess of 320.

. M. WTEDHERKzHl: L0W did you get by in Lea County?
Mi. COOLEY: 1 donti chioose to argue that. 1 agsum

4 8 8uNe

you are referring to the jalmat and Humont Pools. In both in=

stances, the Commission has determined one well will efficlently

and economically drain 6LO acres.

MR. PORTER: Anything further? We will take the case

under adviscment.

1
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BEFCRE THE CIL CONSERVATICN CUMMISSION
OF THE STATE CF NEW MEXICC

IN THE MATTER OF THE NEARING
CALLED BY TEE OIL CONSERVATION
COMMIBSION OFY XEV MEX]ICO FOR
THE PURPOSE CF CONMBIDERING:

CALE WO, 1439
Oxder Ko. R-1193

- THE APPLICATION OF THE OIL COMBERVATION
- COMMIBSION UPON ITS OWN NDTION FOR AN

. ORDER INSTITUTING GAE PRORATIONING AND
 PROMUALGATING RULES AND REGUILATIONE FOR

- TEE TAPACITO-PICTURED CLIFFS POOL IN SAN

JUAN COUNTY, NEW MEXICO.
CRDER OF THE COMMISSIOR

BY THE COMMISSION:

This cause came on for hearing at 9 o'cleck a.m. on May
14, 1958, at Santa Fe, New Mexico, belore the 0il Comsarvation

- Commission of Rew Mexico, horeinafter referred to as tus "Com-

nission."
z4
MOV, on this /2~ day of Jume, 1258, the Commission, a

 quorum being present, Raving considered the evidence adduced and
- being fully advised im the premises,

FINDS :
(1) That due public notice having been given as required

by law, the Commission has jurisdiction of this cause and the

subject matter thereol.
(2) That by Order R-794 and subsequent orders, the Com-

. mission created, defined, and extended the Tapacito-Pictured Cliftfs!
- Pool for the production of gas from the Pictured Cliffs formaticn.

(3) 'That the produciag capacity of the gas wells in the

. Tapacito-Pictured Cliffs Fool is greater than the market demand

for gas from said pool and that, for the purpose of preventing
waste and protecting correlative rights, appropriate rules and
procedures should be adopted tc provide a method of allocating
gas amopng vroration umits in the Tapacito-Plctured Cliffs Pool.

(4) That finding No. 3 and finding No. 4 of Order No.
R-794-E regarding well spacing in the Tapacito-Pictured Cliffs Pool
should be incorporated in this order by reference.

(5) That the proration unit for the Tapacito-Pictured Cliffs
Pool should be a tract of 150 acres, more or less, substantially in
the form cf a square which comprises a legal subdivision (quarter-
gection) of the United States Public Lands Surveys.




-
Case No. :1-1439
Crder No. 3-1193

IT IS THEREFORE ORDERED:

(1) That findipg No. 3 and fimding No. 4 of Order Mo.
R~794-E be and the same are hercby imcorporated herein by roference.

(2) Tohat special rules and regulatioas applicable to the
Tepacito-Pictured Clifis Pool be and the same are heredy promulgated
as follows:

SPECIAL RULES AND REGULATIORS
FOR THE TAPACITO-PICTURED CLIFFE POOL

Acreage Requiremesnts for Drilling Iracts and Proratioa Umits:

RULE 1. Any well drilied to the Pictured Cliffs formation
within one mile of the boundary of the Tapacito-Pictured Cliifs
Pool and pot pearer to nor within the boundaries of another
designated Pictured Cliffs pool, shall be spaced, drillad, operated,
and prorated in sccordance with the regulatioms in effect in the
Tapacito-Pictured Cliffs Pool.

RULE 2 (A) Wells shall be drilled on a tract consistiang of
approximately 180 surface contiguous acres substaatislly in the
form of a square which shall be a legal sub-division (quarter
section) of the United Gtates Public land Surveys.

The acreage allocated to a gas well for preration
purposes shall be identicasl with the driliipg tract prescribed
ebove and shall be known as the gas proration unit for the well.

Non-standard drilling tracts and proration units
may be formed after notice and hearing or under the provisions of
paragraph (B) of this rule. A non-standard unit sliall be assigned
an "Acreage Facior™ for proration purposes to be determined by
dividing the acreage in the mon-standard unit by 180-acres.

Any unit contairing hetseen 158 and 162 acres shall
he considered to contain 160 acres for purposes of these rules.

{B) The Secretary-Director of the Commission shall
nave anthnyrity to wrant an evcertion to Fule 3 (A} withont notice
and hearing where application has been filed in due form z2nd where
the following facts exist and the following provisions are complied

w#ith:

1. The proposed non-standard unit
congsists of less than 160 acres or
where the unorthodox size or shape
of the tract is due to 2 variation
in legal subdivision cif the U. S.
ublic Zand Surveys.

2. ‘The non-standard unit consists
of <ontiguous quarter-quarter sections
and/or lots.

3. The mon-standard unit lies wholly
within a eingle govermnmental section,

i e R

P




4. The entire aon-standard unit
nay y be pro-u-.d to be
productive of gas.

5. The applicant preseats writtea
copsent in the form of waivers from:

(a) All operators owning
acreage im the quarter sectioa
in which any part of the noa-
standard umit is situated and

vhich acreage js mot imcluded
in said non-standard unit.

(b) All operators owning

interests in acreage ofiset-
ting the pon-standard unit.

6. In lieu of sub-peragraph 5 of this
rule, the applicant may turnish proof
of the fact that said offset operators
were notified by registered pail of his

approve the application 1£, after 2
period of 30 daye following the mailing

objection to formation of such non-
standard unit.

well location Requirencnts:

RULE 3 (A) ¥Wells shall be located at least 790 fset from

ths outer boundaries of the drilliag tract and ao closer than 238
qﬁarter-quarter section line or gubdivision inner

boundary .
(B) The qecretary-Director of the Commission shall
have authority to grant exception tc rule 3 (A) witbout motice and

the application has been filed in due form AN wiaerd

hearing where
facts exist and the following provisions are complied

the following
with:

L. The necessity for the unorthodox
location is based on topographical
conditions, and

g, (a) The ownership of all oil and
gas leases within a radius of 790 feet
of the proposed location is common with
the ownership of the oil and gas leases
under the proposed location, OTF
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(b) All owners of oil and
gas leases vithim such radivus consent
in writing to the proposed locatioa

(c) In lieu of paragraph 2 ()
of this rule the applicaant may fursish
prooi of the iaci th=t said offaet
operators were wotitied by registered
mail of his inteat to drill an wsorth-
odox locatioa. The Secretary-Director
of the Commisaion may approve ths
application if, after a period of tweaty
days following the mailiag of said nmotice,
no oparator has made objection fo the
drilling of tbe uanorthodox location.

RULE 4. VWhen filing Form C-101, '"Motice of Iatemtiom to
Drill', or USGS Form 9-331-a, (vhichever is applicable), all
operators shall strictly comply with the applicable provisions of |
Rule 104. Accompanying tbhe above form shall be a plat (Form C-128)
of the acreage contained in the unit showing the ownership of the
dedicated acreage.

- Deliverability Test Requirements

RULE 5. The calculated deliverability at the ‘ﬁnliv.rnbilidy
pressure” shall be determined ian accordamce with the provisions of !
Order R-333-C and D, as amended by Order R-333-XK. 3

_ The Secretary of the Commission skall bave authorify
to allow except. ns {0 the annual deliverability test requiremsat

for margioal wells where the deliverability of a well is of swch |
volume as to have no significance in the determination of the weil's
aliowable. Application for such exceptions may be submitted in ;
writing by tbe operator of the weil and, if granted, may be revoked
by the Secretary of the Commission at any time by requesting the
wall to be scheduled and tested in accordance with Order R-333-C .
and D as amended by Order R-333-E.

Nominations of Purchasers

RULE 6. The Commission shall hold a hearing, at least 30
days prYor to the beginning of each gas proration period, to
consider the '‘Preliminary Nominations'" of purchasers, actual pro-
duction, and such other tactors as may be deemed applicable ian
determining the amount of gas that may be produced without waste
from said pool during the ensuing gas proratioa period.

Each gas purchaser in the Tapacito-Pictured Cliifs
Pool shall, at least 5 days prior to said hearing, submit a
“"Preliminary Nomination" for the guantity of gas which it ia good
faith actually desires to purchase during the ensuing proration
period, by months, from the Tapacito-Pictured Cliffs Pool.
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RULE 7. In the event a gas purchaser's market shall have
increased or dscreased, he shall file with the Commissioa prior to
the 10th day of the month preceding the mounth for which the change
in nominations is desired, a 'Supplemental Nomimation,' showing the
amount of gas b actually in good faith desires to purchase during
the easuing moanth from the Tapacito-Pictured Cliffs Pooi. Te
Commission shall hold a public hearing hetween the 13th and 30th
day Gi euca moath 0 Getérmins (a8 Suacanbls mariet demand 25>

gas for the emsuiag moath.
Proration Schedule

RULE 8. The proration achedule shall set ocut the amount of

| gas which eachk well may produce during the month togetder with

such other information as is necessary to show the allowable-
production status of each well on the schedule.

The Commission shall includes in the proration
schadule all gas wells subject to these rules which are delivering
gas to a gas transportation facility, or lease gatherimg system,
and any well which the Commission finds is being discriminmated
against through denial of acceas to a gas transportation facility.

Allocation of Gas

RULE 9. The total allowable to be allocated to the pool

- each month shall be equal to the sum of the purchasers' neminations
together with any adjustmsent which the Commission deems advisable.

A monthly allowable shall be assigned to each well eatitled to an

© allowable in the pool by allocating the pool allowable among all
- such wells ir accordance with the procedure set out ia Rule 10;

provided, however, that the allowable assigmed to any well siall
not exceed its known producing ability. Wells with allowables so
limited shall be classified as marginal wells as provided in Rule
21, 24, and 25 of this order.

RULE 10. The product obtained by multiplying each well's
acreage Iactor by the calculated deliverability (expressed asm NCF
per day) for that well shall be known as the AD factor for that
weli. 71he acreage iacitor sball De deiesmined {0 iie asarssi
hundredth of a uanit by dividing the acreage within the¢ proration
unit by 160. The "AD Factor™ shall be compuied to the nearest
whole unit,.

The allowable to be assigned to euch marginal well
shail be equal to the maximun production of said well during any
month of the preceding six months.

The pool allowable rewaining each wmonth after
deducting the totul allowable assigned to marginal wells shall be
allocated among the non-marginal wells entitled to an allowable in
the following manner:

(1) Seventy-five percent (75%) of the pool
allowable remaining to be allocated to noan-
marginal wells shall be allocated among such
wells in the proportion that each well's

"AD Factor" bears to the total "AD Factor
for all non-marginal wells in the pool.
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(2) Twenty-fivae percent (35%) of the

pool allowable remaining to he alloca-
ted to won-marginal wells shall be
allocated among such wells in the pro-
portioa that each well's acreage factor
bears to the total acreage factor for all
Bon-mairgiani weils ia ths peel.

The anaual 1957 deliverability tests, or ianitial delivera-
bility tests where applicable, shall be used in caleulating allow-
ables for the proratioa period commencing August 1, 1958.
Subsequent anmuwal tests shall be used in caleulating allowables
for proration periods ccmmencing during the next ensuing year.

Oruntin! of Allowables:

RULE 11. No gas well shall be given an allcwable until
Form C-IU4 and Forme C-110 have been filed, together with a plat
(C-128) showing acreage attriduted to said well and the locatioms
cof all wells on the lease.

RULE 12. Allowables to newly completed gas wells shali
CORRSNCSE :

(a) on the date of conmecticn to a

gas transportatioa facility, such

date to he deterzinasd irom an affidavit
furnished to the Commission (1000 Rio
Brazos Read, Aztec, New Mexico) by the
purchaser, or

(b) the latest filing date of Form
C~-104, C-110 and C-128, or

{(c) a date 45 days prisr to the date
upon which the well's initial deliver-
ability and shut-in pressure test is
reported to the Commission on ¥orm
C-122-A in conformance with the pru-
visions of R-333-C & D as amended

by R-333-F,

whichever date is the later.

RULE 13. No well shail be assigned an allowable unless a
deliverablIIty test taken in conformance with the provisions of
Order R-333-C & D as amended by R-333-E has been submitted, except
as8 provided in ule  above.

HULE 14, A change in a well's deliverubility due to retest
or test affer recoumpletion or workover shall become effective:

(2a) On the datie of reconnection after
workover, such date to be determined
from Form C-104 as filed by the operators,

or
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(b) A date 45 days prior to the date

upon which a well's initial deliverability
and shut-in pressure test is reported to
the Commission on Form C-12Z-A in con-
formance with the provisioms of R-333-C

& D as amended by R-333-k, or

~Y A A AR e t2a ol
4Qats ¢ days pricr o ths sscaipt

- P [ >
lnd approval of Form C-104 hw the Com-
mission’'s office (1000 Rio Brasos BRoad,
Axtec, New Mexico); (Form C-104 shall
specifly the exact nature of the workover
or remedial work; if the nature of the
work cannot be explained on Form C-104,
in that event, Form C-108 shall also be
filed im accordance with Rule 1108 of the
Commisaion's Statewide Rules and Regulations;

" whichever date im later.

RULE 15: If the acreasge asiigned to a well is changed, the
. operator shall immediately notify the District Supervisor a-d
~ Becretary-Director in writing of such change. The revised allowable
" shall become effective on the first day of the momth following
' receipt of the motification provided a revised Form C-128 has been
. filed with the Commission prior to that date.

; RULE 168. The Commisgion may assign minimum allowables to
- individual wells in order tc preveant premature abandonment.

. Proration Perieds

: RULE 17. 7:00 o'clock a.m. Mountain Standard Time, February
1, and 7:00 o'clock a.m. Mountain Standard Time August 1, shall be
. the balancing dates and the periods of time between these dates
. shall be the gas proration periods for the Tapacito-Pictured Cliffs
" Pool. The first proration pericd shall commence August 1, 1858.

Balancing of Proaduction

RULE 18. Underproduction: Any non-marginal well which has
an underproeduced status as of the end of a gas proration period
shall be allowed to carry such underproduction forward into the
next gas proration period and may produce such ucderproduction in
addition to the allowable sssigned during such succeeding period.
Any allowable carried forward into a gas proration period and
remaining unproduced at the end of such gas proration period shall
be cancelled.

Production during any one month of a gas proration period
in excess ot the allowable assigned to a well for such month shall
be applied against the underproduction carried into such period in
determining the amount of allowable if any, to be cancelled.
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RULE 19. Overproduction: Any well which has an overproduced
status as of the end of a gas proration period shall carry such
overproduction forward into the next gas proration period, provwided
that such overproducticn shall be made up during such mucceeding
period. Anmy well which has not made up the overproductiom carried
into a gas proration period by the end of such period shall be
- shut=1z until =21) such overproduction ig made up. If at any time
a well is overproduced in an amount equaling six timec its average
monthly aliowable for the last sikx months, it shall be shut-im
duriag that month and each succeediang month until it is over-

- produced less than 6 times its average monthly allowable for the
last six months.

Allowable assigned to a well during any one month of a gas
proration period in excess of the production during the moanth shall
be applied against the overproduction carried into auch period in
determining the amount of overprcduction if any, which has not been
nmade up.

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.

Any allowable assigned to a well at the end of a proration
period, as a result of the cancellation of underproduced allowable
"and the reassignment thereof, shall be applied againast the well's
overproduction carried into maid proratiom period.

RULE 20. The full production of gas irom each well, iaclud-
ing drilling gas, shall be charged against the well's allowable
. regardless of the disposition of the gas: provided Loizves, that
gas used on the leame =n?d 1 Zilicmining the producing ability of
" the well =}k5ii not be charged against the allowable.

Classification of Wells

RULE 21. A well shall be classified ag marginal if it has

" failed lur mia voisscutive monthzs to produce its average monthiy
allowable for the six months immediately preceding such reclassifi-
cation provided such failure was not occasioned by curtailment to
compensate for overproduction, uniess prior to such reclassification
the operator or other interested party presents satisfactory
evidence showinyg that the w21l should not be classified a8 marginal,
However, a well shall not be classified as margimal if, during any
one month of the six month period, said well has demonstrated its
ability to produce its six montins average allowable.

RULE 22, *f at any time a marginnl well demonstrates its
ability to sustain production at a rute equal to the nom-marginal
allowable for a well of like deliverabllity and acreage, the
marginal well shall be reclassified as non-marginal and its allow-
able and net status adjusted accordingly.
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RULE 23. A well which has been reworked or recompleted
shall be classified as 2 non-marginal well as of the day of
reconnsection to a pipeline until such time as production data,
deliverability data, or other evidence as to the well's produciag
ability indicates that the well is improperly classified.

RULE 24. The Secretary-Director may reclassify a marginal
or non-Barginal well at any time the well's production data,
deliverability data, or other evidence ar to the well's producing
ability justify such reclassification.

All wells pot classified as marginal wells shall be classified

" af non-marginal wells.

RULE 25. A marginel well shnll not be permitted to accumulate
underproduction, and any underproduction accrued to a well prior to
its classification as 2 marginal well shall be cancelled at the

" time of such reclassification.

' Reporting of Production

RULE 26. The gas production from each well in the Tapacito-

. Pictured CIIIIs Pool shall be metered separately amd shall be

+ reported to the Commission on Form C-115. Such report shall be
- postmarked on or before the 24th day of the month immediately

. following the wmonth in which the gas reported was produced. Tne
- operator shall show on such report the disposition of the gas

© produced.

Each purchaser or taker of gas in the Tapacite-Ficiaied

. Clifis Pool siwll submit a report to the Commission, and such

report shali be postmarred om or befcre the 13th day of the month

- immediately following the month in which the gas was purchased or
" taken. Such report sbhall be filed on either Form C-11l1 or Form
- C~114, whichever is applicable, and the wella shall be iisted in

approximately the same order as they sre ligted in the proration
achedule.

Forms C-111 and C-114 as referred to herein shall be
submitted in triplicate, the original being ssant to the Commission
at Box 871, Santa Fe, New Mexice; remaining copies will be sent to
the Commission at 1000 o Brazos Noad, Arxtec, New Mexico, and
Box 2043, Hobbs, New Mexicc, respectively,

Forms €-115 shall be subnitted in accordance with Rule 11i4
of the Commission's Rules and Reguluations,

The total production from any gag weil iln the Tapacito-
Pictured Cliffs Pool shatl be reported on Form C-115 regardless
of the disposition of the gus.

G:nexral 7rovisicps

RUTE 27. The term 'gus purchasor"” as used in these ruiles
shall mean any 'taker’ of gas either ut the wellhead or at any
point on the lease where connection is made to facilitate the
transportation or utilization of gas. It shall be the responsibili-
ty of said "taker" to submit a nomination in accordance with Rules
6 and 7 of this order.
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RULE 28. No gas, either dry gas or casinghead gas, produced
from the Tapacito-Pictured Cliffs Pool, except that gas used for
drilling purposes or for maintainiag the productivity of a well,
shall be flared or wvemted usless specifically authorized by order
of the Commission after notice and hearing.

RUIE 20. The fallure to comply with the provisioas of this

' order of the rules coantained herein sball result in the cascel-

lation of sllowable 2231553 i (e aiiecisd well. Mo further

. allowable shall be assigmed to the affected well until all reules
; and regulations are complied with. The Secretary-Director shall
. motify the eperator of the well and the purchaser, in writiang, of
. the date of allowable cancellation and the reason therefor.

RULE 30. All transporters or users of gas in the Tapacito-

.~ Pictured CIIITs Pool shall file with the Commission a list of all

- wells located in said pool, or within one miie of the boundaries

- thereof, which have been coanected to a gas tramsportatien facility
- a® of July 1, 1958. The list required above shall contaia the

" name of the operator, lease name, well mumber, umit, and loecation

. of the well (Bection, Township, and Range).

Tramsporters or users of gas shall also file gas well

i commsction Botices in accordance with Rule 12 as soon as possible
. after the date of commection. The vertical and horizontal limits
! of the Tapacito-Pictured Cliffs Pool are as set forth in Exhibit

A" attached hereto and made a part hereof.
DOME at Santa Fe, New Mexico, on the day amd year herein-

above designated.

STATE OF NE¥ MEXICO
OIL CONSERVATION COMMISSION

L At~

EDWIN L. MECHEM, Chairman

N s e

MUREAY E. MORGAN, Member
/ "‘P /"h)

/(’;;4\"7" L i

A. L, PORTER, Jr., Member & Secretary

ir/
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‘EXHIBIT "A™

. Vertical and Horizoutal Limits of the Tapacito-Pictured Cliffs
i Pool

VERTICAL LIMITS

PICTURED CLI¥:S FORNATION ,
BORIZONTAL LIMITS ?

TOVNBHIP 25 NORTH, RANGE 3 WEST, WMPM
fection 1: sw/4 ;
Section 2: S/2

Section 3: All

Section 4: All :
Section 5; N/2 %
Section 9: N/2 |

Sectiom 10: All §
Section 1l1: All ;
Section 15 N/2

TOWNSHIP 26 NORTH, EANGE 3 WEST, MMPM | ]
Section 7: 8/2 | .

; Section 8: All 5 ;
! Section 17: All : |
; Section 18: All !
Section 19:  All §
. Section 36! All
i Sectiom 28:  Ail |
g Section 28: ALl :
Sectica 30: All
Section 32: All
j Section 33: All
; Section 34: W/2
TOWNSHIP 26 NQgrnl;nARGE 4 WEST, NMPM
Hecticon 3. oy '
Section 4: sS/2
Section 5: All
Bection 6: All
Section 7: N/2
Section 8 All
Section ® All

Section 10: All
Section 11: 8/2
Section 13: All
Section 14: All
Section 15; All
Section 16: All
Section 17: E/2
Section 22: E/2
| Section 23: All
| Section 24; All
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IUNEBMIP 48 WORTH, RANGE 5 WEST, uMPM
Bectlea 11 X/T

mmnpﬂmm;m,m

Section 31:
BSectioa 33:
Section 33:

TOVNENIP 27 NORTH, RANGE 5 WEST, NuPM

All
All
w/2

ction :
Bection 26:
Section 35:
Section 36:

/2
8/2
E/2
All

R T L R




BEFORE THE OIL. CONSERVATION COMMISSION

OF THE STATE OF NEW MEXICO

-IN THE MATTER OF THE APPLICATIOR OF )
THE OIL CONSERVATION COMMISSION UPON )
IT5 UWE NUTIOR FOR AR ORDZn INoTTTDT. )
ING GAS PRORATIONING AND PROMULGATING ) CASE NO. 1439
RULBS AND REGULATIONS FOR THE TAPACITO-) Order No. R-1193
PICTURED CLIFFS GAS POOL IN RIO ARRIBA )

APPLICATION FOR REHEARING

Comes now Southern Union Gas Company, one of the parties of record in
the above entitled and numbered case (herein referred to as "Applicant"), and
hereby applies for a rehearing therein. In support of such request for rehear-
ing Applicant respectfully states that the New Mexico 0il Conservation Commis-
sion, in entering its Order No. R-1193 dated June 10, 1958, erred in the various
respects hereinafier set férth.

1.

Said order is erroneous and contrary to the evidence in that the finding
is made therein (incorporeted by reference to finding No. 3 of Order No.R-T94-E)
that the Tapacito-Pictured Cliffs Gas Pool cannot he efficiently drained and
developed on a 320-acre spacing pattern, whereas the evidence included in the
record of this proceeding clearly indicates that throughout the great majority
of the area of said pool, as defined in Exhibit "A" to Order No. R-1193, a
well will efficiently drain a trect of substantially more than 320 acres.

The only portion of the pool in which it was indicated by the evidence
that a well might not be able to drain efficiently at least as much as 320
acres consists of a relatively minor area along the pool's outer fringes.

It thus is apparent that the Commission, in maxking its finding that a well in
the Tapacito Pool cannot efficiently drain a 320-acre tract, has failed to
give consideration to conditions as they exist on the average in the pool as

a whole and has given consideration instead only to conditions prevailing in
the fringe areas just mentioned. The evidence introduced indicates that these
fringe areas, besides representing only a small fraction of the pool's total
acreage, contain an even smaller fraction of its total recoverable gas reserves.
Indeed, the testimony is uncontradicted that hardly any of the wells drilled in

the fringe area tb date are capable of producing gas in sufficient quantities




to pay for the cost of their drilling within a reasonsble period of time.
Plainly, such areas as these cannot provide a valid criterion for an order
covering and affecting the pool's entire area.

The statutes of New Mexico nowhere require or even intimate that the
Commission, in fixing the size of proration units for a gas pool, may validly
give consideration only to the least productive portions thereof. In no gas
pool will all of the wells ever be wholly identical either with respect to
their productive capacities or the areas which they can efficiently and eco-
nomically drain. The characteristics of an average well in a pool plainly
are entitled to greater consideration than those of the few wells with the
very poorest productive capacity. It is respectfully submitted that Order
No. R-1193, insofar as 1t disregards the drainage capabilities of the wells
;onstituting the overwhelming preponderance of the commercially productive
wells in the pool, is arbitrary, capricious, unsupported by the evidence and,
therefore, invalid and void.

2.

Said order is contrary to the evidence and invalid in that the finding
is made therein (incorporated by reference to finding No. 3 of Order No.
R-794-E) that establishment of a 320-acre spacing pattern in the Tapacito-
Pictured Cliffs Gas Pool wculd appreciably reduce the ultimate recovery from
the pool as & result of the drilling of too few wells, thereby causing under-
ground waste. The evidence introduced clearly indicates that, even though the
Commission's finding might possibly be correct if applied only to the minor
fringe areas vhere productive and drainage conditions are the poorest, 160-
acre spacing will not produce materially more gas than 320-acre spacing in
the case of the great majority of the pool‘s total area. In this connection,
the evidence indicates that in the central and most representative portion of
the pool, the additional volumes of gas which could be produced from the drill-
ing of twe wells instead of one on a 320-acre tract would be substantially less
in value than the probable cost of drilling the second well.

As indicated by Section 65-3-14{b) of the New Mexico Statutes Annotated,
1953, prevention of reduced recoveries which might result from the drilling
or too few wells is merely one of numerous factors which the Commission is re-
quired to consider in determining the proper size of proration unit for any

particular pool. Also required tc be considered under the provisions of Sec-
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tion 65-3-14(b) are economic losses caused by the drilling of unnecessary wells,
the proper protection of correlative rights, and the avoidance of the augmenta-
tion of risks arising from the drilling of an excessive nusber of wells.

If 160-acre proration units are established in the Tapacito-Pictured Cliffs
Gas Pool, it is clear that tremendous economic loss will result since, as in-
dicated by the testimony, at leest 50 additional vells at a cost of $40,000
each, or a total cost of approximately $2,000,000, will be needed in order for
the pool to be fully deveioped on a 160-acre spacing pattern. It is no answer
to say that no operator is required to drill more than one well per 320 acres
unless he so desires. If any of the operators offsetting him drills on a 160-
acre basis, or if a sufficient number of wells are drilled in the pool on a
160-acre spacing pattern to have a material adverse effect on his own allowables,
he is presented with but two choices: ejther he can refrain from drilling the
extra well or wells needed to prevent his acreage from being drained and to
give him his fair share of the pool's total allowable, or he can stave off fur-
ther injury to his correlative rights by drilling a well o wells which in most
portions of the pool will not add sufficiently to his total ultimate recovery
of gas to pay for the cost of their drilling. Pleinly, also, if in self-pro-
tection the operator elects to follow the essentislly wasteful course of doubl-
ing the number of wells on his land, a substantial augmentation of risks of the
type contemplated by Section 65-3~14{b) will be unavoidable.

For the reasons atated above, it is respectfully submitted that, in addi-
tion to there being no proper foundation in the evidence for the Commission's
finding that establishment of 320-acre spacing pattern would appreciably reduce
the ultimate recovery of gas from the pool and thereby cause underground waste,
the Commission's order, insofar as it purports to establish 160-acre proration
units for the entire pool, is invalid and void because it fails to give proper
recognition to principles of conservation which the Commigsion by law is re-
quired to consider and observe.

3.

Said order is unsupported by the evidence in that the finding is made
therein (incorporated by reference to finding No. 4 of Order No. R-T94-E)
that the Tapacite-Pictured Cliffs Gas Pool can be efficlently and economic-

ally drained on a 160-acre spacing pattern and that such a pattern should
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be established for said pool. No evidence was adduced at the hearing tending
to indicate that any significant portion of the pool could be efficiently and
economically drained and developed on a 160-acre spacing pattern which could
not also be 80 drained and developed on a 320-acre basis. In the absence of
such evidence it is clear that the Commission's establishment of 160-acre pro-

ration vnits for the entire posl 12 srhitrary, inwalid and void.

WEEREFORE, Applicant prays that this application for rehearing be granted
for the purpose of reconsidering Order No. R-1193, and that after notice as
required by law, and upon rehearing, the Commission modify such order so as
to prescribe 320 acres as the standard proration unit for the entire Tapacito-
Pictured Cliffs Gas Pool or for such portion of the pool as the evidence in-
dicates can be efficiently and economically drained and developed by one well
per 320-acre tract.

Respectfully submitted,
SOUTHERN UNION GAS COMPANY
G foanas
- V. [eescar
By A. S. er
A. S. )&enier, Attorney

June 26, 1958
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