BYFOLT THE
OTL CONSERVATION COMAISSION
SANTA FE, NEW MTXICG

State of New Mexicoe to:

All named parties in the following ouss,
and notice to the publies

CASE NO, 126

In the matter of the petition of Southern Unlom Production
Company for an order fixing the spacing of wells in ths
Kutz Canon and Fulcher Basin gas fields of San Juan County
(as they may be sxtended) on the basis of one well to a
drilling unit of aporoximately 16C acres with suitsble nro-
visions for any related matters incluling special anproval
of unorthodox well locations where necessary.

BY MR, WILLIS LEA, Attorney for South=rn Union Production Commany.

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

This is a petiticn of the Southern Union Production Comnany for an order
of the Commiszion to fix a spacing program in Kutz Canon and Fulcher B:gin,
We have referred to them as two fields and it may be two fields, however,
more recent drilling has developed the fact that the flelds are contiguous,

I believe our evidence will indiczte, for practical purposes at least, the
fields are one,

This problem of spacing has been handled rsther satisfaztsrily herstofors
hacause of several well kmowmn fasts, During the war the P, 4, ¥, hed a
spacing program »f 160 acres, and this Commlesion conformed to it, Prior to
that the activity in the area did not se-m to requir: any particular spacing,
Shortly after the war the 160 acre rule of this Comuission anvnlicable to that
area was rescinded, with the recult that the gensral spscing rule which I
believe 18 4O acres, with wells to be drilled 330 feet from lease boundary lines,
has prevailed, This is an economic problem, Ve 211 know in a given reservoir
ther=s is only so much gas and only so much can be commercislly extracted, This
field is 20 years old, the first well was drilled in 19293 it has developed
sometimes gradually and sometimes rapidly, The fazts the Southern Union Pro-
duction Company has accumulated over the years as one of the oldest operators
are available t5 us, The Company has made its own study of spacing and what
is the oroper spacing in that area. This is no oll area unloss you want to
e¢all the oil turned up in the so~ecalled Farmington series,

It may be one or more of the wells might commercially nroduce oil from
the Farmington, In fact, I know of no well that is »nroducing oil in this
immediate area, Ve have a gas problem, Ye recently employed Mr, Earl
Nichols of Dz1las to test nur figures and reach hiz own conclusionsy for the
benefit of the Commission and others intsraested as to what is a proper spacing
unit for that field, His conclusions go not only to the area which a well
will drain, but also go to the questicn of the economics of drilling on the
160 acres as opposed to some smaller smacing units, I don't think we have
a pro-ration problem; it is not our view to do that, V2 have peculiarly a
spacing problem,The wells in that area that have been drilled today haye been
connected with a pipe line., The gss comes to Santa Fe and Albuquergue, If
there are any excentions I dont't believe I know of them, and if there are
the wells muct be resently oompleted and pive line connection in the process
of being made, As we all know, gas 1s maintsined and neceszzarily so from
other areass aome of it comes from Barker Dome,



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

MR, LEA:

Mr, Nichols, state your name for the record,
MR, NICHOLS:
Farl Nichols,

Q. You live in Dallas, Texas?
4, That 1s right,

Q. Vhat is yrur profession?
A. Petroleum Engineer,

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

R+ For how long?
A, As consultant or vetroleum engineer?

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

5. V¥hat has been the nature of your exper lence since 19397
A, I spent about three years with Carter 011 Company in Oklahoma,
during that time they put me through the training program -
gasoline nlant work, research work in chemical laboratory, field
engineering, office and inventory courses - a little bit of every-
tiing . they felt a Petroleum Engineer should have, After I left
Carter I worked for "hillips in their research department for a

ghort while; then with Care Laboratoriss, Inc., in Dallss, I
worked for them about 64 years as manager of the reservoir fluid

analysis department,
Q. You have had experience in the study of reservoir conditionsa?
A. Primarily that has been the biggest majority of my work,
Q. Included the study of reserves and porosity?
A, That is right,
7. What is your educational background?
A, I received my degree from Texas Christian University, major in
physics and math, a small amount of graduate work in vhysies from

the Washington University in St, louis,

3. Have you been employsd by Southern Union Production Company to make a
study of statistles and conditions applieable to Kutg Canon-Pulcher Rasin?

A. That is right,

Qe Is this the first tine you have been smoloyed by Ssuthern Union Production
Company?



A. That is right,

Q. VWere the Company's data made available to you in so far as they apnly
to these fields?

A, Yes, they gave me all their data,

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

A, TYesn,
Q. How many wells located in these areas?
A, Approximately 77,
Q. Do you know when the first well was drilled?
A, I don't haye that information,
MR, VAN THOMPSON:
The first well was completed in 1927 or 1928,
Q. What would you say to hzve been the initial field pressure in that area?
MR, NICHOLS:
In the order of 585 pounds, might be some variation nne smy or the other,
2. 585 pounds Virgin Rock Pressure?
A, Yes, sir,
%e TFrom your study of ths present conditions of that area what do y-u find
to be the arithmetical average of pressures pr sently prevailing in wells
completed in that area?

A. A lot of the work was based upon the laat pressure survey of
Aoril 1947. The arithmetic average pressure at that tirme was 385 vnounds,

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

Q. Would you state whether or mot the pressure is llkely to have declined
under 385 pounds since the last test in April of 19477

A, I think it is reasonable to assume that 1t would have - yes,
3. In connection with these pressures, have you preparsd a chart showing
gravhically the initial field nressure of avnproximately 585 nounds as compared
with the average prevailing pressures in this field by years and also showing
the initial well~head pressures of certiin wells mors recently completed in
that area?

A, T have,
Je Is this the atudy you refer to0? (Precented charts)

A, Yes, it is,

Qs Will you nlease stats what that means for the benefit of the record?



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

been plotted versus the time in years, that is the lower broken line
near the middle or bottom of the page. The upper dotted line is a
flat line showing approximately the initial pressure of the field,
Between these two lines some of the wells have been drilled later in
the life of the field, Some of them have been drilled during the

last year, and the pressure in those wells ia spotted in the proper
position., The pressure on thome wells does not lie near the 585 pound
but between the 585 pound line and the agversge field pressure, A line
has been drawn through these new wells revresenting an average of their
pressures,

Qs Is it approximately one~half way between?

A, Yes, Not any individual well, but groupa of wells by average,
and 1t lies approxinately one-half way between, There is s definite
indication that in those areas vhere these wells have been drilled
there had been pressurs decline from the initial pressure, indicating
you had pressure reduction out there previous to those wells having
been drilled, The same would apply to Fulcher Basin,

Q. What is the conclusiom or seonclusions to be drawn from this type of
study?

A. You have undoubtedly had, if the lnitial field pressure over
th: area is 585 pounds, and if you have drllled in adjacent aress
since that tine it is pretty conclusive ycu have had pressure
decline in those areas, If you had pressure decline you have had
renoval of gas out of thare,

Q. What does it mean with respact to the quantity of gaa ultimately to be
recovered from one of ths wells mors recently drilled?

A, The guantity of gas existing in a given unit of the reservoir
is proportional to pressurs existing on tha: gas, Whatever your
pressure might be the quantity of gas you will recover is propor-
tionate toc the pressure of the gzs existing., TYou would expect less
gas from these wells drilled in lower pressurs areas,

Q. If you drill a well with initial rock pressure of 400 pounds you ecould
compute the quantity of gas vhich might be ultimately recovered from that
well as opnosed to the quantity expected to be recovered from a well having
arproximately the 585 pound virgin fleld pressure?

A. You ocould,

Q. In any event, to the extent that your initial rock pressure in any well
is below the initial field pressure of 585 pounds, the gquantity of gas to be
recovered is reduced?

A, That is right,

Q. Would it be a fair guestion to ask you 1f you could a-proximate by a
fraction of the total reserves recoverable from a given spacing unit that
will not bs recovered because of the lower opressure from the recently
drilled wella?

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

would have a ratio of 400 to 600 pounds absmolute, and would have approximately
1/3 of your gas having alrsady been produced,

-A-



Q. That is 1/3 of the gas that originslly underlay a drilling unit that
has been takem out by drilling not on that unit but on adjacent unita?

A, That is right,

3. Have you prepared, Mr, Nichols, what I will refsr to as pressure contour
map, showing in genersl terms at lsast, the orevailing well-head pre-sures in
this £i-147

A, That is right,

J. If the Commission please, may we have identified as Petitioner's Exhibits
1 and 2 the schedules concerning which Mr, Nichols has just testifled to?

COMMISSTONFR MILES:

You may,
Qe ¥e will offer them in evidence szt a later time,

May we have similarly identified as Petitioner's ¥xhibit No, 3 the map I
will refer to as a preasurs contour map, dated January 7, 19487

COMMISSION'R MILES:

You may,

Qe Mr, Nichols, I hand you this map ldentified as Petitioner's Fxhibit No,
3, and aks you to explalin the method of 1ts preparation and give the conclusions
to b‘ drﬂwn ﬁ'ﬁl 1%.

A, On this psrticular map, I took the pressures existing in April
of 1947 and spotted them in thzir proper geographieal loeation,
adjacent to the well location, Then drawing lines of =squal pres
suree in thelr proper place between thsse pressure points, we get
vhat we call a prezsure contowr map showing the oversll pre:sure
pleture of the area, The outer line is the 575 pound asontour,

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

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

350 ovound eontour, There are two "sinks", and it is rather anparent
those 1lie roughly in the center of the two old fields, with thes
intervening area having remained undrilled for sometime, It is normal
you would expect in the older areas to h-ave larger pressure declines,
You will notice also in the new intervening area between the two
sinks, That sink ia quite likely dus to the influence of production
from the two older areas, Anothsr sink i1s farming in the upper
northwest areaj that 1s due to the total withdrawals from that srea
being proportionately large due to the small well spacing units,

3. I= it not 2 fact that the area on ithe northwsst is a newer developed area?
4, I believe that is right,
Q. Do you have the dates ~n whish those walls were drilled?

A, Yes, air, Waggoner #1, June 1946, Waggoner #2, September 19,7,
Coop #1 September 1946, Copp #3, Oetober 1947, Wyper #2 January 1947

Q. All fairly recent drilling?
A, That is right,

Q. What can you say with respset to thz pressure in that area surrounding
those wells?



4, You have prassures existing all the way from 475 pounds to 500
nounds, whish is 100 pounds or 0 lower than the initial field
pressure, It looks like the pressure declino there is rather rapid
in that particular ares,

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

A, I think by observat on they are more closely spazed,
WGe Any comparison between the pressure declines in the«s more densely
spaced wells in comparison with the wells to ths south which appear to be
drilled on the 160 acrs unit?

MR, THOMP3ON:

That last recor? is in April 1947, and the majority of them have
completed since that time,

MR, NICHOLS:

Your question could be tled back to withdrawals in any area
regardless of the wells, Your total withdrawals on an area
basis would give you an indiecation,

Q. Referring to this well in the extreme southeast portion of the field, the
Feasel #1, what iz its original rock pressure?

A. 565 pounds, Some 20 pounds lower than the initial of the fie=ld,
2. Is it very close to any other well drilled in the area?
A, No it ian't,
Q. In other words, the Feasel well was drilled some distance from the other
wells and you found initial pressure within 20 pounds of the origlnal virgin
rock pressure?
A. That 1s right,
Q. Will you compare that ‘o some wells more recently drilled?
A, The wells in the center section, drilled a year or so ago, some of
the Mangum wellg, hacd pressures in 4pril existing between the 425
pound and 450 pounde contour,
2. Those were initial pressures?
A, Those were vreasures existing in 4pril 1947,
The Mangum #1 was completed in February 1947, and the initial pressure
was 492 vounds, No, 2 was completed in June 1947 at 454 pounds, No., 3
was completed in July 1947 at 447 vounds,

3. How do you account for the fact that those wells had lower initisl pree-
aure than the Feasel No, 1 welli?

A. The drsinage from these two adjacent arsas seomingly had a grest
effect on this pressure,

G. That is because production from adjacent wells previoualy drilled had so

reduced the pressurse in that vi:inity that in the main portion of the field
you find lower initial pressurea?

A. That is right,

n Arnvthine alce in martizrular +0 be smzid awut thisg man?



A, I don't believe so,

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

A. They aid.

3. %1ll you state in general terms how the interference test was conducted
and what assumptlons were necessary and what was found as & result of the
interference test?

A, I believe my letter to Mr, Thompaon dated February 5, 1948
will explain that,

(Letter as follows)

"FARL A NICHOLS
Consulting Petroleum Engineer
2000 Kidwell Street
Dallas, Texas

T3-4422
February 5, 1948

Mr, Van Thompson
Southern Union Gas Co,
Burt Building

Dallas, Texas

D-ar Mr, Thompsons

"% have received the charts giving the results of the recommended
field tests, These tests vers performed on the Kutz Canyon -
Fulcher Basin Field in order to attempt to establish a positivs,
mechanical answer as to whethsr vressure interferensce exists across
160 acre tracts in the above mentioned field, It was our belief
that should such pressure intarference exist between wells now drill-
ed on approximately 160 ecre spacing, one could acsordingly feel that
drainage across 160 acres tracts existed,

nSeven wells whoae anproximate apacing sre 160 acres per well were
chosen, They were the SUP Walker #1, SUP Walker #2, SUP Me Grath
#1, SUP Mc Grath #2, SUP MeGrath #3, SUP Kattlor #1, and the

SUP Hudson #2 wells, These wells were shut in st noon January

9, 1948 and remained shut in until 8:30 AM, January 12, 1948, At
this tize all of the wells excepi the Walker # 1 were put on pro-
duetion against a line presazure of 261 to 270 P.S.I. gr. At 9:00
AM,. on January 13th, the surrounding wslls were taken off of the
line and blown to the air, the Valker #1 still remaining shut in,
A recording pressure chart on the well head of the “alker # 1 well
during this test reveals the attached tabuleted and gravshical re-
Sults.

"It is to be noticed that due to the normal cycle of atmospheric
temperature change dur'ng a 24 hur neriod, the temperature effect
on the recording instrument shows a distinctive 24 hour cycle change
on the recorded pressures, To help clarify this effect, the pres-
sures werz plotted versus time of day and this graph is included,
It will be noticed that, irregsrdless of these temperature effects,
the overall rurve of pressures for the second day lie considerably
above tha curve of the pressures for the first day of the shut in
period, This is explained, of course, as teing the normal build

up of pressure due to the well teing shut in, Likewlse, the curves
of pressure for the 3rd and 4th days lie respectively higher each
day, showing this same bulld up. The surrounding wells were put on
production, on the morning of the 4th day, but their effect on Wal-
ker # 1 is not significantly felt until the 5th day, It will be

=-7.



noticed that the curve of pressures for the 5th day falls back be-
low thosa of the 4th day, very definitely indicating pressure in-
terference had reached the Walker # 1 from the sutlying wells,

"In order to try to svaluate the magnitude of this pressure drop,
an arithmetic average of the pressures the last 21 hours of the
teats give a wvalue of 401, 8 P.S.I. gauge, An arithmetic average
of the pressures during the same hours of the preceding day gave
403.6 PS5, I, gauge, This is a 1.8 pound drop, This may not seem
like a large drop, but wfter comsideraing all of the reservoir fac-
tors invelved, this is felt to be as large a pressure drop as one
might expect,

"It 1s my feeling that these tests have conclusively shown pres-
sure Interference between wells now drilled on a 160 acre pattern,
It is further my feeling that since -ressure draw down csn be ex-
perienced between such wells, drainage of reservoir material across
160 acre tracts exista under such conditions,

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

Very truly yours,

/8/ ¥arl A, Kichols

Earl A, Nichols
TAN/1y"

The Chart accompanying Mr, Kichols!' letter was marked for identification

as Petitioner'a BExhibit #4,

MR, LEAs

Lets try to identify where theze wells are located,
MR, THOMPSON:

Sections 2 and 3, Township 293 Section 34, Township 30, each in
Range 12 ¥,

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

4, NE//L Section 3, 29 N, 12 U,

Q. V¥ill you identify for us the surrounding units on which the other six
walls are located?

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

Q. Your teszt well is located right in the middls of these othar units?
A, That is right,

5e Your pressures were taken on th: Walker No, 1 Vell?
A. MR, NICHOL3:

Yes, sir, those adjacent wells had been shut in, The presaures
throughout that whole period of time were measured on the Walker Well,



Q. That is, I believe, without exception 160 scre spacing units with the well
located in approximste center of the spacing unit? The fourth day is the red line?

A. That is right, The fifth day fell below the fourth day and
in certain periods below the third day, The pressure during the
last hour was below the third and fourth day pressures,

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

A, Approximately 25 hours of the test,

Q. From the time the outlying wellas were open to the air, how long did it take
the pressure decline to be noted in the centrally located test well?

A. The remasining wells were nut on the line at 8130 a.,m,, January

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

they were taken off and put on the sir, and there was aporoximately

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

A, I do,
Q. Does it not indicate that not only did the outlying wells pull down their own
pressures on 160 acre units - but that the outlying production also pulled down
tha pressure on the gentrally located test well?

A, That is right,
Q. Is not each of those wells located on a regular 160 acre tract?

A, That is right,

Q. It 12 not noteworthy that instead of continuing to build up the test well
pressure not only ceased to build up but in fact declined?

A. That is right, I think it might be axpected that the well
would have continued to build up for some time longer, how long
I don't want to say, Might be a day or a week,
MR, SPURRIER:
How much did it drop back?
A, About 2 pounds, That is the arithmetleal average in the last 21 hours,
MR. LFA:

Lookinz at this chart I find at the begimning of the first day a pressure of
approximately 381 pounds on Walker #1,

A. Tt variea by the hour, it started at 381 pounds,
Q. At the same hour of the second day the well had built up to 398 pounds,
A. That 1is right,
Q. Approximately 17 pounds bulld up,
That is right.
Q. The same hour the next day it had bullt up to approxizately 403 poundis,
A. Right,
Q. At the same hour the fourth day the build up was approximately 407 pounds,

A  Right.



Q. At ths same hour the fifth day T find a very noticeable pressure inter-
ference had been commenced,

A, That 1s right, It was at that hour of the £ifth day that the
interferance began to show up, There was undoubtedly some effect
after tha fifth day,

Q. From the data available, has it been possible for you to compute the total
gross number of cubiec feet of gas which should be expected to be in the reser-
velr under 169 arcres of 1land?

A, Yes, it has been., Thsere are certain assumptions one frequently
has to use, An attempt was made to calculate the actual reservoir
gags in place from the available reservoir data,

We had one set of core analysis data on the Cozzens #2 well, This
is sertainly a minimum amount cf core analysis,

Sample Permeability Porosity
Number Millidarcys Per Cent
1l 98 18,3
2 92 16.7
3 T4 23.3
4 90 18.6
5 102 14,3 2 be 20%, The connate
6 10 9,8 rity of reserveirs you have
i 51 12,3 you have & film of water
8 83 9,6 stone you have some
9 59 17.5 asually referred to as
10 5.5 8,1 Ir to reservoir; the
11 18 20,5 figure , Some reser-
12 15 19,3 sonnate water, An
13 8.6 19,5  feet used. It varies
1, 10 12,3 Ome that have 10, 12
15 18 17.7 (about 50 wellss gives
16 11 16.3
17 18 19.1
18 15 10.3
19 bl 15.5 mart of the gross sand
20 17 18,5 2d, The deviation
21 50 19.2  ifying some of the
22 95 12.3 413 nothing more than
23 118 13.1 deal gas laws., All
24 340 11.1
25 423 19.5
26 160 16.2 pual gas in place
27 6.5 6.1 pds, initially, on
28 15 18.5 wu.ft, of gas at

- reservoir initially,

That i8 the total gas in place, Below a certain pressure this field
cannot be operated economically, We set it at 150 pounds, The net
gas that can be taken from the reservoir between 585 pounds and 150
pounds is 1,361,000,000, or about 72% of the initial gas in place.

MR, CASWFLL SILVIR - Florence Company:

Would you eonsider all of those permeabilitiss as being within the effective pay?



i, NICHOLS:

There was no consideration made as to the permeability in determining
the effective pay, I presume you are referring to the thickness data,
It was taken from the various drilling logs available and one or two
elsctric logs wers taken into consideration,

The amount of gas - net gas you might expect to recover between 585
pounds and 150 pounds, multiplied by 5¢ per thousand eu,ft, and
aliowing for State taxes, royalty and production tax brings th: net
down to about 843% which would give gross income irregsrdless of time
of about ¥56,000 per 160 acre Hock, That does not give any consider-
ation to operating expense or the oresent worth of a dollar, 4 lot
of these dollars are going to be obtained a number of years hence,
This is simply the gross income minus royalty and tax, The cost of
drilling wells would be roughly $16,000 per well varying from person
to person. That would allow a ratio of dollara returned on your
investment of about 3% to 1,

If you will take 180 acres at the present pressure average of the
fleld of 385 pounds, The ultinate total income to be recovered

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

MR, SILVIR:

That is assuming lnitial well-head pressure of 385 pounds would give you
a ratio of about 1,97

A, Yes « 1t wouid give you a ratio of about 1.9 to 1, If we look
at it as a 40 acre drilling unit and caleculste the ultimate returns
you might expect in the order of $14,000 with the initial pressure
of 585 pounds, If the well cost you 216,000 you would be in the

red to begin with, If your well was drilled in an area with 385
pound pressure your total revenue would be in the order of $7,500 and
your well would still cost $16,000,

MR, LEA:

Mr, Nichols, would you care t0 express an opinion from the gtuiies made and
data reviewed - whether or not one well drilled on 160 acres at aporoximately
the center could be reasonabley expected to drain in this fisld more or less
than 163 acres or exactly 160 acres,

A, I feel the material we have looked at hers has shown that the
drainage from one well is adequate for a 1460 scre block, You will
be able to drain a 160 asre block with one well,

Q. Are there any instances where the gas produced from one of the older wella
in the field exceeds the field -exaeeds the caleulated quantity of gas initially
in place under 160 ncres,

A. There are several wells whess total production to date has already
either exceeded or been very close to the 1,878,000,700 cu, ft, of

gas in 160 acres, The Browning and Stewart No, / well has produced
over 2 billion ocubie feet; that well still has 305 pounds of pressure
and will undoubtedly produce still more gas,

MR, ENGLISH:
tho owns that well?
2. THOMPSON:

Ve do now ~ Southaorn Union recently bought it from Browning and
Stevnrt.



MR, NICHOLS:
Angels Peak, the 9-B and 10-B - between the two of them therse has
been 2,600,000,000 cubic feet of gas in 160 =2ores, and one-half of
this is 1,300,000,000 eagh, which is approaching the 1,878,000,000,
Summit #1 has produced 1} billion and the Summit #2 has produced
1-1/10 billion, The Cornell wells 3 and 4 have together nroduced
nearly 1} billicn, one half of which for each well is 7/10 billion
with 373 pounds pressure remalning,

MR, ENGLISH:

Where you are draving more gas off one well, would that make a difference

in your pressure? Your pressure woull be lower than where you did not

have to draw 2s much gas?
A, Yes, especlally if you did not have any g=2 from other areas to
help re-build your pressurse, Those pressure sinks had bean influenced
from some adjacent areas, This is indicated by the pressure uild-up,
There have besen times vhen some areas have been shut in and have had a
considerable build up, indicating you have had pressure build-up from
theze outlying arsas,

MR, LEAs

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

A, That is right,

R« Vhere aassumptions had to be made were you on the long =ide or on the low
side in msking your estimate,

A, I feel in all these estizates we have been ontiristie fn making
the necessary sasumptlions for computing reserves,

(EXAMINATION OF MR, VAN THOMPSON)
MR, LEA:
Your name is Van Thompson and you live in Dallmsa?
MR, THOMPSON:
Yas, sir,

Q. You are employed hy the Southern Union G=2s Company and the Southern Union
Production Company?

A, That is right,

Q. How long have you worked for Southerm Union?
A, 8Since 1930,

Q. What is your present capacity?

A, I am Chief Fngineer of the Company in charge of production for
all properties,

Q. Are you familiar with the gas situation in Kutz (Canon and Pulcher Basin?
A. I hqve been personally familiar with it since 1932,

Q. Is it, at the present time, under your personsl supervision?

A 3 T



A, Yes, sir,

Q. Are you familiar with the statistics and data in the way of gas production,
open flow capacity, pressures, etc,?

A, That is right - our Company has sccumulated this information
by years since the beginning . le had s practice instituted of
shutting all wells in for a week and took pressures during that
time every year,

<, ¥Was that the dats made available to Mr, Nichols in the course of his study?
A. Yes, sir,
%, You haye heard Mr, Nichols testify, are his findings made in connection
with the study of this field - have they confirmed or altered your own
eonclusions?
A, Yes, it has convinced me that on a lot of the wells we have
drilled in the middle of the field on closer spacings we will
never et our wmoney back out of them - it isn't economiesl,

Q. Did your figures on the total reserves of gas on 160 acres
gorrespond with the figures Mr. Nichols has given ua?

A. I would say, i1f anything, they would probably be a little less,
Re Your figures would be less than his?
A, Yes, sir,

7. What experience have you had ‘n eonneetion with unitization or more
simnrle form of commutization of separately ownsd tracts?

A, Well, during the last 1} years we have unitized about seven
different tracts into 160 acre drilling units, These have. included
fee land and federal land, so far they have not included any state
land,
Q, Have you used the so-called short form of commutization agreement in these?
A, Yes, sir,
;. Has your experience been satisfactory or unsatisfactory?

A, So far 1t has worked very well, it hasn't taken long to get
them approved,

Q. Have you commutized federal land with fee land?
A, Yes, sir,
Q. How about commutized with federal an! federal?

A, I think we are working on ons at the preszent tims but it isn't
completed,

Q. In general, your experience has been gosd and delay has not been too bad?
A. Right.
MR, LEA:

I1f the Commission please, we would like now to offer in evidence Exhibits which
have been identifisl asz Petitionert!s arxhibita 1 ¢+ / rosnentivelv.



COMMIASIONIR MIL™S:
Txhiblte recelved,
MR, LEA:

Mr, Foster Morrell wrots a letter regarding this orocesding in his letter
suggestad he would have no objestion to the use of it in this proceeding.
It may be well known that Mr, Morrell, an{ I presume his predecessors,
have participatel to some extent in the 160 aere spacing eondition which
generally orevalils at the present tice,

He writes under date of February 10, 1948 ~ -

YUNITED STATES
DEPARTMTNT OF THY INTFRIOR
GEOLOGICAL SURVEY

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

Mr. Willis L, Lea, Jr.

Southern Union Production Company
Burt Building

Dallas, Texas

Dear Mr, Leas

"Referance is made to yrur letter of January 26, enclosing for
our information a copy of Southern Unlon Production Company's petition
forwarded to the New Maxico 011 Conservation Commission raquesting an
order, after notice and hearing fixing specing requirements for welle
hereafter drilled in the Kutz Canyon-Fulcher Basin gas {lelds, San Juan
County, New Mexico, TYou requsated our opinion concerning the proper
spacing of wells in these flelds,

"The essential facts presented in your petition are substantiated
by the records of this office, and, accordingly, this office soncurs in
your request for the establishment of a well spacing plan with a minimum
of one well to 160 acres to promote orderly development without waste in
the Kutz Canyon and Fulcher Basin gas fields,

"As most of the lands in these flelds are public lands of the
United States, it 1z the desire of this office to encourage uniform and
economic development and greatest ultimete recovery of gas from these
fields, This can be azeomplished only so long as areasonuble profit
can be secured from eapital invested, Federal leases have been developed
generslly on a well spacing pattern of one well to 160 acres, except where
necessary to protect properties from closer spacing by offset operators,

0nly where the market demand and marketing facilities are unlimited
for continued expension with the completion of additional outlets or pro-
ducing gas wells can necezs-ry profit be obtained to continue development.
These conditions are not present in the fields under consideration, Hence
the drilling of unnecessary wells does not proportionately increase the
ultimate volum= of gas availabla for sale but instead tends to reduca the
margin of profit of all wells in the fields and to disecourage proper
developmant of the flelds,

"Future development at s well density consistent with the
majority of past devslopment is essential to prevent injury to
neighboring lesses or mroperties and to protect equities involved,



"There is no objection to your use of this letter in connee~
tion with your petit’on to the New Mexico 04l Conservation Commission,
As this office 1s very intersstel in the subject, I evpect to be present
at the hearing in Sante Fs& on Pebruary 17,

Yery truly yours,
/8/ TFoster Morrell

FOSTFR MORRTLL
Supervisor, 01l and Gas Operations®

MR, LEA:s

I would like to havye this in svidence ns Petitioner's Exhibit No. 5.
I believe that is all we have at the present time,

{"xhibit No, 5 admitted),
DUDLFY CORNELL:

I would like to ask Mr, Nichols is it a fact that the econeclusions vhieh you
have drawn from ynur work here would supnort an avplication for pro-ration
of gas in this fleld on a 160 acre basis just as fully ss it does on 160
acre svasing?

A, My eonclusion is that there is adequate drainage by one well on a
160 acre bloeck,

Q. The netition here wiuld really prevent the wells teing drilled on 40
acrez - have v~u given any thought to the wells on 40 sere spacing?

A. My purpose was to determine if adequate drainage can be obtained
by one well, on 2 160 acre block,

Qe If 160 scre spacing in this ficld i{s used, do you have any suggestions
in handling the pressnt wells on LD acre spreing?

A. I haye not given the problem any considerstion., I think you
will find some precelen* set up, however,

MR, LFA:

We have always visualized this matter as a spaeing matter, For that reason
I am sure Mr, Nichols has not approached {t on pro-ration,

MH, CORNFELL:

I cannot see how the two problems can be senarated, I was wondering if you
would ignore the situation,

MK, LEAs

I would make a statement - Here 18 the way we see 1{, this field is 20 years
0ld or more, It has been growing and developing by fits snd starts ever since,
but 1t 1s an old field with a rather loose spacing regulation which has pre-
vailsd during moet of the time, It is only matural there have grown up

several inequities where the spacing of units is too close to larger adjoining
units, I have your situation in mind among others, Proe-ration may have to
come to the Kutz Canon-Fulcher Bazin field on a proper pro-ration proposal, I
can say now my Company will have no ibjection to pro-ration but we will be very
much interssted because of the adiitionsl burden cast upon us by pro-ration, and
I think the Commission will be very much interssted because of the additional
burden of administering oro-ration,



MR, CORNFLL:

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

You have an 87 acre lease on which you have two wells known as the Cornell-SUG
3 and 47

MR, THOMPSON:
That is right, yes, sir,
MR, CORNFLLs
And that 80 is entirely surrounded by acreage I am interested in,
MR, THOMPSON:
T am not sure it iz surrounded on the acuth,
MR, CORN"LL: |
Yes, sir, How far do you think those two wells are draining?
MR, THOMPSCON1

They are draining coneiderably more than 80 acres,

(CONTIRUTD ON PAGE 17)
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¥R, CORNELLs

I agree with the witnesses from the stundpoint of the economies of drilling
these wella on the 40 acres, but the spacing rule without & follow-up with

& pro-ration order, I think is just dolng one~half the Job, and crestes
additional inequalities. I would like to suggest what we need for this
field is & pro-ration order, ratable taking and common purchaser act. I
would 1like to suggest to this Commission that some leader sppoint a committee
to present such legislation for the next legislature, that it be carefully
prepered and operators have a chance to voice thelr suggestions and at this
next legislature all the operators combined with their influence, to the end
we do obtain & common purchaser and ratable taking law for gas. 1 think thers
has been changeon some operators in this subject, I think it %ies into this
application here,

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

MR. NICHOLS:

That is right, I am sure it is,

Qe Very considerable difference ian't there?
A. I can check them and see,

§» I would like to develop more fully in the economics in those wells, the
amount of gas withdrawn and their open flow potentials.

4o In the interference test all the measurements were made on one well,
the Walker No. 1, Irregardless of the open flow potentials and the
pressures on the surrcunding wells the pressures on this well built up to
the {ifth day and then dropped back. The only difference which the open
flow potentials of the surrounding wells might make would be in the quan-
tity of gas produced from them during the test, which in turn might in-
fluence only tire megnitude of thepressure drop during that time,

MR, THOMPSON:

Hudson 2 well had an open flow in January 1948 of 560 MCF, HoGrath #1 of 418
¥CF, HoGrath #2 140 ¥CF, MoGrath #35, 396 HCF - Ralker No. 1 584 MCF

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

R. SILVER:
How are these wells gauged?
4R, NICHOLS:
The Walker No. 1 well had a recording instrument on the well head,
Ge What kind of recording instrument, dead weight?
MH, THOMPSON:
Bristol Spring Gauge - recording gauge.
Q. M¥r. Nichols, you are familiar with spring gauges. To your knowledge isn'‘t

it true spring gauges have variation of five to 10 pounda, In use of spring
guages they have to be tested against larger tested gauges?

A, That 4 +tmia in any tvee af oaviom.



Ge In Sections 11 and 14, township 29 N, renge 10 %, wasn't there considsrsble
veriation in rock pressure when the wells were brought ia?

A. I think that is brought out in the exhibit showing initial field
pressures and pressures of wells drilled lster in the life of ths field.

G JTan't it true that the pressure measured on a well is in part functionai
of the length of time in which that well is aliowed to remain idle?

A. TYour build-up time certainly affects the pressure measurements.

Go Isn't it also true that the permeabllity changes and that the lower the
permeablility the longer the pressure bulld-up required to reach stabilivation?

4. I am not aware the permeability changes in a given field,

G« I have the permesbility as given me here. (Quoting certain figures noted from
Eﬂdmce) °

he The permeabilities you are reading there are indivudual measuremsnts
on individual feet ~ one sample for each foot. That is normal in any kind
of reservoir, Jermeqbdlity of a given foot is constant and does not change
during life of the well,

Qs Isn’t 1t true the permeability in this well, which is the only well in the
field that nas core analysis, is not a good test of the permeability?

A. In what manner?

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

A. Getting back to your point; it 1s true that the smount of our core
analysis data is on the low side, I pointed out early in my discussion
that we had in that instance a minimm of data, and that we had to assume
certain things - for example the deviation factor,

Q. I have no objections to your devistion value.

A. Along that same line of thought we have a2 minimum of oerpeability data
but we used what we had, which iz the best we can do.

ke The point I was attempting to bring out wes the very serious effedt
permeability would have on your concept of drainasge across 180 acres - 1 wanted
to point the manner in which they affect that,

As» I think we can approach it from this angle; the permeability is &
measure of the rate at which a well can produce, but not a measure of the
total amount it will produce. Permeability times feet will be an index
of the open flow, Potentials on every well in the field are uot exactly
the same.

%e That is exactly right.

Hite THOMPSONS

Would you mind stating what you think sminimum spacing should be?
AHe SILVERS
%e have a fisld of our own on which we own considerable part or majority of
acreage in the San Juan Basin that has almost exactly similar reservoir condi-
tions. Any decision the Commisslon might make with respect to your field will
certainly have a bearing on a field almost exactly like it geologically. %e

have no opinion e&s to what the well spacing should be in this field, we are
only interested in finding out what the nost economic spacing would be,

-:LQ_



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

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

I do not think 1s adequate, By meeting with Nr. Nichols I believe we could find
out,

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

MR, 3ILVEER:

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

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

HMR. SILVERS
Let's go inte the problem of reservoir development - each well is 8 sink and
each fleld 1s in itself a larger sink within & known gas area. I think there are
men in this audience who know there have been wells drilled cutside this field
which have encountered gas and that gas has bsen non-commercial, It is entirely
concelvable this is the only commercial gas production in the area. If you have
2 sink here what is the optinum number of wells draining this basin.
A. That is an economic preblem. I think the productivity of the wells is
related directly to permeability. I think the fact that there has been
greater production from these wells on the 160 acre block than the total
originel gas in place proves very definitely draingge across those areas.
MR, SILVER:
I do not believe this whole heartedly myself, but as a point of reasonable
doubt, 4r. Thompson, you have drilled many wells in the area, the United States
Geological Survey in its professional paper No. 134, by Yr, J. B. Reesids, Jr.,
gives the thickness of the Plcture Cliff sand zone in this zone between 75 and
225 gross feet,
¥R, THOMPSOHs
The gross and effective thickness are two different things,
¥R. SILVERs

Qe TWe have cored as much as 25 {eet of such sand and found the core bleeding
ges all the way,

MR, THIMPSON:

This appears in wells of that type as well as wells of thicknesses of 10
and 12 feet.

#R. SILVERS

Gs You gel some influx of drainage of gas upward from the lower permeability
zones?

A, Is it in the lower part?
¥te SILVER:

&+ Usually it is in the lower part but you get streaks of higher permeability
with lower permeability,

¥R. CORNELL:

#r, Nichols, you stated in your opinion 72% of the gas underlying 160 acres would
be withdrawn under 160 acre spacing - how much do you think under 40 acre spacing?



Hile NICHILS:
I s3id it was, if we want to assume the abandonment pressure of 1504, it would
be 7%.
Q. What would be the recovery from 40 acre block as compared to 180 acres?
A. You would heve } &s much gas.

Q. How much gas is going %o be missed in the sand - approximately 28% of the gas?

Ae It would be the same porcentage if your pregsure wazsz brought to the same
pressure regardless of size of the unit,

M. SILVER:
You could withkiraw wore gas on 40 acre spacing then 160 acres,

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

A, Jou could take it to absolute zeré pressure but you would be there
an awful long time,

¥R. ENGLISHs

Finishing the wells - the Picture Cliff wells have all got coal and water just
above the pay zone. I wonder if it would make any difference in the finishing of
the well « if it would make any difference in your pressures. We drilled a well
and got & more gus - we cemented off some of that gas, I wondered if that would
make any difference in your pressure?

A. If you cemented the casing above that water 1t would make some differ—
ence.,

Qe Some of these wells you are getiing your figures off of - if ihey are wells
of bad completion jobs and have some water in the well bore.

R, THOMPSOH:

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

MR, NICHOLS:

If your well bore goes into the main part of Picture Cliff sand your build-
up on that well is dstermined by the permesbility - your pressure would be
all right.

COMGISSIONER MILES:

One question was asked I did not get
the answer on - someone asked if it
would be more complete regovery of gas
with a well on 40 acres than 150 ecres.

dRe NICHOLS:

If your pressure over the whole block, whether it be 40 or 160 acres, is
drawn down to 150# your gas recovery percentage would be the same-recovery
of gas from a 40 acre block would be 5 of the gas recovered from a 160
acre block,

HR. LEA:

let me get this question clear - take a 40 acre unit as opposed to a 160 acre
unit. If during the commercially productive life of this field you had one well
on 160 acres as opposed to one on 40 acres, in the center of each unit, and no
drainage between the units, would you be able to get from a 40 acre tract more
than 25% of what you would get out of a 150 uacre tract - during the productive
life of the sntire field. For your ultimate productivity of gas during the
productive life of the field would recovery be substantially greater in the case
of four wells equally spaced on 180 acres than with one well in the center, or

wZle



is it just & question of time?
WR. NICHOLG:

If your pressure is stabilized, if you draw down that whole area to 1504

the seme in any geographical srea, if your complete 40 acre block is drawn
down to exactly 1504, you would get % of what is recoverable on the 160

acre block drawn down to exactly 150#. Those things are true because equal
withdrawals in a given unit will be as your pressure is drawn down; just

the same in a large area a8 a smell. You will get the gas out one way or the
other. It is this question of drainage from 160 acres bsing adequate and 1
believe it is,

MR. LilAg

Given a reasonable period of time, which might be measured by the economic 1life
of the field, would your pressure equalization of 160 aores with one well be
substantially all the way across that 160 acres?

A, If your permeability from one area to ancther 1s substantially the
same, whether foot by foot does not matier - the permeability times the
feet is uniform geograohically, the answer is yes.

¥R. LEA:

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

satisfied there is drainage acroass 160 acre tracts by virtue of permeability of

the areas?

As I believe about the first thing we introduced was that those wells
drilled later in the life of the field had initial pressures considerably
lower than the field initial of 585#. Those were taken where they might
happen to hit and have indicated that generally speaking you have suffi-
cient permeabiliity for drainage over large areas,

#Re ALBERT GREXH:

In your first exhibit you have ashown these wells - the new wells come in
with pressure between the old field pressure and the initlal field press-
ure. In other words, you found a pressure differential which here approx-
imates 100#¢. You made the statement that the wells would probably have to be
abandoned at 150# pressure which I assume to be the seven day shut-in press-
ure you have recorded.

MR, HICHOLS:

T do not believe I stated that they had to be abandoned at 1504, This 1504
arbitrarily has been sei as possible abandonmont pressure.

HR. GREFR:

There would gtill be 2 pressure differential between the old wells and new
wells,

MR, NICHOLS:

These wells vary from well to well., Even drilled at a given time there is
as much as 704 difference from well to well. It would depend on where you
drilled your well,

Mite GREERS

Too, isn't the differentlal increasing as the pressure in the old fleld
declines.

MR, NICHOLS:

Magnitude, yes. I is nol declining by percentapes.

w2



MR. GiZEH:

At 150# for the fleld we uay expect a differential of 150 or 2004.
R, TWRPSOH:

I don't think there will be any new wells at tmat point.

4R, CRYER:

I was assuming there would be - doeen't that 200§ represent additional recov-
erable gas if {he wells had been drilled on closer spacing?

HdR. THOMPSON:

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

MH. GREER:

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

HK. THOMPLON:

This well - a theoretical well - what is the actusl pressure - 150 plus
2004 ~ - -

MR, GREER:

%ould there be a greater recovery of gas with denser spacing - there will
be more, Just how mich you ars just about to figure out,.

#R. BICHOLE:

If your pressure is 3854 and initial 6004 you would have approximately

81% of your pressure remaining or approximately 1,100,000,000 cu. ft. of
gas. At 1504 we have a little over 500,000,000 remaining, which would
amount to & difference of 500 or 800 million that could be obtained bee
tween 365# and 1504,

¥R. GREZR:

Which represents & very large volume of gas when you consider a large field,
¥R, WICHOLS:

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

If the operator could reduce the cost f{rom 14 or 15 thousand dollars to 10
thousand dollars he would have a ratio of 3 to 1 and could do it economic~
all)"

. NICHOLS:

If your drilling cost could be reduced that great, those conditions would
hold true.

£, CHFER:

That is one thing possibly an operator could do.

#ts NICHOLS:

It doesn't prove thatl clomer spacings would recover more gas -~ if your
pressure reduction is such that you have equaligation of pressure of 1504

over the entire area you will recover the same amount of gas regardless of
well densitv.



4R, GREER3

The information you present here does not substantiate that fact. 7The
wells open with most bottom hole pressure and the well you were testing had
a draw down, very small drsw down compared to very many of the oil and gas
fields in the state.

We have a great draw down but spacings are not changed. The operators
believed they would recover more oil or gas due to the fact that they get

greater preoduction. Draw down of approximately 4004 in adjoining wells
that caused draw-down of 2# in the adjoining wells was very small.

¥R, HICHOLS:
Put is an indication of differentisl.
Q&tg CIREEtRS

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

MR. THOMPSON:

I think these wells shown in the outlying area - show that,
4R, GRFER:

%hat percentage?

4R, THOMPSON:

It is 150f compared with 600#. You are assuming pressure of soms theo-
retical amount in the outlying area.

NR. GREER:

You do not have evidence to support that and we don't know it will do it,
MR, THOMPSONs

Tou have got dralnage across therea.

MR, GHREER:

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

i3 left in the reservoir that you could have produced?

Spacing on 160 acres it would be adjoining wells on your spacings. ¥%e can
take wells in most of the flelds of New iMexico and West Texas and you will
find the same type of pressure interference between wells on adjoining unita.
That factor alone is not sufficient evidence, it is a minor important con-
sideration. The well spacing itself -~ it is going to result to the unrecov-
erable gas and cost of drilling the wells, There is & guestion it will be a
considerable amount of gas left.
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8. THOAPSDN:

I don't follow you. If you drilled a well on 160 acres - we are going %o
abandon that particular well at 1507, you sould nmot possibly have 3605 prossure
inside the unit,

R GROER:

Ve are not talking about now wells - twe or three wiles in aocie oases, in
nogt ceses they are off to the sides - the averago.

HRe THOMSSOHL

In gome =agcs they are 160 soreg from the old wells.
YR, GRIER:

Then you have that you have no differential at all,.
“Re THOEPIOHS

All these wells had not been produced et all vhern this was talen. That was
a desd secetlion, no production being talen out there at all,

let'as take a olose one - 4187, thet ig & difference of 82 on & 180 aore unit.

R, THIHPSONG
This well waen't being produced at the time. It had just been drilled. hen
you cormeot it with the pipe line it will immediately start declining. You
would have an ares of 1/4 or 1/3 mile -~ everywhere else whers yoa had o well
comected with the pipeline it will be coming down ia pressure.

R, GRIERs

30 would the well drilled five alles away, but how far would it deplete the

area? Mr. dMorrell gald sometlhilng about insdeguate market for all thc wells

and the driiling of additionsl wells would further deoresse the take f{rom

any individual well. It was his opinion 180 aare spacing would texd to alleviaie
that gituatione It a.pesrs to me 160 acres would tend to agpravate rather

than elleviate. There are a great many wells now drilled that lie on the inslde
of any particular bloek but the company drilled the well, which iz greaber

than 1325 feet from the edge of the lease. Tihils well then does not foree the
offoet on the sdjoining lesse. If tw 180 asore spacing is taken up & grest

many more offsets will be forced and required than is now existing in the {leld
on 43 nore spacing rulinge If we take thisz information pregented today &s
correct, & man would have the right and privilege tc say to the land omwers -

I do not believe I cen eooncmlorlly drill this well om 4V aores - it is posaeible
he can unitise with someone or he would haw s reasonable excuse for not drilling
& well himself, 180 sores, he would not have the excuss or rsamon for not drilling
the well and you would have widitionsl weils drilled net foresd or requireds I
think for the 180 acre spaclng yuu require some 30 or 40 offgets in the fleld,

tRe LiAs

You assume that if the requested order is onbored, sny 160 acre unit whieh abuls
a 160 acre unit you have got to have a well deilled on it?

. o ey g
Hitte \.:? R L

I presume that to be so, if the Comuission pmsses this rulinge 4 i3z wow a
40 acre ruling and I believe 1t woull be the sane for 180,

e TAAS

3o If you are predicting what the bwsam&e wh i zolug to do that ls one thine,
but 1f you are asgserting the neoessity for such mi"as‘&’txag‘ would be inclined



to disagree with you.
Ae The government thinks this is the logleal taing to doe 7% will depend
on how your lesse is written up. 1 delleve they are federal leases in
the Kutz Canon ares « - =

The majority of then.

R GRUERS

I believe this should be taken inte consideration.

¥Re THEOMPEOHE:

Fishols and I cheeked the emount of gas withdrawals from the two fields for
leat yoar. The average take from the whole {leld was 170 of its open flow.

HRe GRUERS

You feel any wells in those fields would be granted an allowabdble to what it
haz been in the past, regardless of the production and spacings

Re THOWPZOM

I did not follow you at all.

SR GHEER:

I believe if you will show the governuent acreage in these fields you will

find approximately 15 or 20 additional locetions which will be forced if the

160 scre ruling is upheld.

Hle THOMCS8OHS

Why on 160 if it ig not being forced con 407

LRe GH TR1

Some of the wells now drilled are nore than 1320 feet from the edpge »f the loase.

~p Lok s IR%E pwn Tal i
ZHe THIHPIOR:

I beliewe that is & problem of the Unibed States Geologlcal Survey.
Hile J-URRITR:
Al do you mean to asy that the distance of
1320 feet iz the offmet distances If 7 am
drilling a woll closer than 1320 feet to
your acreage thon you will be foroced to
drill en offset, «~ By whose rules awl
regulations? :

M. GRYTRE

Hr. dHorrell will you contredict or mid to thats

e MURRILLS

1 would like %o male my statement all st osne timo,
¥R, SPURMIER:
Is 1% reasomable to beliewe thet the prioce

of gas in this area will renain at 5¢ per
thousand and if go how longe I an not being
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facetious in the lsaat - iir. lichols’
figures were necessarily predicted on 5¢
2 thousand bub slge the prices were magumed.

Y. GREERR

Additional recoverable gas left lu the ground mere frow it and pessibly saditional
wells, Juat how much gas would be left is the guegtion.

CorurasIontn HIL S

Zhe point | am interested in is ss to the
recovery. It may becoms pore valusble « but
the resovery is what 1 an {nterested ine

VAITPSL 3ARCEZ:

Fiouldn't your regulations have %o be chagped then] ¢ is & natter to be _
considered at the time. Thex the time comes i you can recover it below 1507
economically, 1sn't that the time %o come in and pass regulstiona?

COHIB3IOER =1le3s

I? it eould be recovered now that would be
the tine to oonsider iit.

Re JANCHELZ:

Has there ever been army baasls figure fixed upon which recovery at the pressnt
time oculd nct be had econcidoally?

=gy e T are Ty
Re HICHNLE:

I think that varics both with your drilling eost mnd operating expense in any
given areass I thinit it would be esnsiderably nisleading for me ¢ try to give
& polnt gsuch as thate

Re ZAVERR

1t is concelivable all zag sould be recovered on 180 asre basls - it is bebbter
for the operstors to get togetier and decide anmong themselves as to what they
prefer. CTertainly an oporator is not going to drill s well cloger than he feels
he can ressver ges economiocally in and at the swee time he wold 1like b5 be able
to drill on gmsller aves i Le feols he omn.

’fﬂ ] T-a« At

dre Commigeioner, I would like Yo nake o staterent, Ur. 3purrier aaxed the
question regerding the price of gas, Ve don't lmwow vhaet is going to haspen

te the price of gzas in San Juan County or any other location, e only know

the priee of gas in thig general area has inoreased within the lmst 18 months
from 3¢ to B¢. The comcensus of opinion amony producers is thet the prioce

of pas will inoreases Te ull know the valus of gas in a glveu area depends

on mayyy factors, not the least of whiich iz the anount of cas avallable in that
areke [ don't iciow whethor 1507 or 1007 or some other fipure ls the abandommwent
sressure for this fleld, but it strikes me that the opersting costa of the producers
or of the gathering company la s real and poaitive barrier, not enly on the walue
of the ges but on the abandonmert pressure for tihie flelds JUnless I am bedly
informed, I believe Southera Union Produetion Coupmny in its operations in this
Zutz Canon - Fulcher Issin sresa iz required to visit every well on a dally o
twice daily basis for the purpose of checking the well as to itz operating
oonditione Having operated up in that field for a long time it has been our
view, a3 evidenced by our own operatiocnns, we have opsrated ou a basis of one
well to 160 acres - we believe ome well will ressonably s esousrdenlly drain
180 sores., Anyone is entitled to his views, and surs should not necessarily
prevall; however, we huve gone to sone effort te sither confirm or modify our
own conelusions and while 1t is probable that in any glven peried you ean zet
nore gug out by putting four wells cz 180 acres; it i also true and ocannot he
denied that you do have drainage, counter drainage, cross drainege and drainage
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from wide areas. If the present spasing rule prevalls -« I have heard sone
conments that made me wonder whother somesune would really liks ¢ sce 240

or 380 acre spaocing, but 3o long az the present 40 acre rullpg prevalls in
thege fieldas some 20 yours old - where pressures have declined without
exception because of adjolning wells ~ we contend there is ample drainage

across 160 acres. 1/8 of the grs has slready been taken cut, To leave the
spacing like it is will permit or perhaps encourage the drilling of wells on

& 40 aore basis, end is actunlly golng to reduce the wvalue of gus preduced

from that field becsuge of additionsl operating cost, ultimately, tc the man
interested in getting value from that gas. Hy people are convineed we should
have had 182 nores in the fleld all the times, To a large extont we have, in
fact, operated on the basis of 180 aores; 1t is tae smallest area that we think
is a proper spacing unit. 1IY isatt really feasidble to try to unitisze any
smaller, but if you did you would almost be compelled to go to 40 acres. There
might be some gas in remote aress that will nmever be rocovered but we cannot

soe the economics of it, Ve cau see it is liable to pernit end encourage the
operators to drill to their own self-destructions I think we are all interested
in getting the most gas for the least roney. We want all the gas we ocan produce
consistently with reasonable investment. 7T will naturally take longer to get
that 71% of the total reserves out of one well on 160 acres than it will take
with one well on each 40 acres; as prossures pet lower and lower it is naturally
going to produce leas.

Tith the Southera Union Com ressor Station serving thiz area - it is now some
2000 i = and the gathoring lincs and with 160 aocre specing yrevailing we arentt
ooncerned about cur ability to get the ges out of there. There is n defirite
danzer to anybody owning end coperating in that field under a spacing rule that
will permit the drilling of wells on 40 ascre unitae Ve have just had an exarmple
of it -~ v have some wells locuted on like units, under the rule of the Coomission
and don't eoriticize its Under ycour rules, however, it was propoged recently to
drill a well up in the nook of three 100 sore unite 330 feot fyom sach of them.
Such well would require a 3 way offset and that kind of thing isn't even 40 acre
spacinge 7e would be foreed to pay sompensatory royslty or drill three wells to
offset « 1 am sure my figures are right and the distange betwsen those wells is
only 680 feet, If that is not 10 acre spacing I am badly nistalken., It is thig
very situation that brought this matter before tiis Commissions The well was
re-~looated before it wans sommenced and put in the center of & 160 sore unit.

Yo sinocersly have brought this thing to the Commliszsion because we felt that
something had to be done, Ve are drilling in an old area where 1/3 of the pae
is ealready rone. As to the old wells on maall units, the wella were drilled
properly and lawfully at the time. They are there and if we had it all to do
over agein we woulda't drill them in sone cases. Vhether that is true with

zome other people I don't know, but there the wells are snd we canot do anyining
about ite e do kuow that one well will drain nore than 160 acres of land if
given & reagonable opportunity in point of times. ¥e sugrest 160 aores because
that ia the penerally eatablished spacing.

COBMISSIONER RILISs
Anybody else like to ask sy questions?
(Yo response)

et me pet one polnt stralght ~ as an overall
ploture, I was tallking sbout the natier we
were discussing at thet particdar tioe
pertaining to whether or not you ocould produce
zore gas from 4 wells on 40 scres cach than

1 well on 187 acres.

e LAl

I would conocede it is manifzgt thet in the same period of $ise you can extract

more zas on 180 acre tracts by drilling 4 wells than one well. It iz the limiting
faotor of the open flow. I think everyone realiszes that they can produce more

gas per day with 4 wells than ones OJur problem is to find an optimum apscing

unit being the reassonably adequate and econcmical unit for the flelds e certainly
ocannot produce more gas ultimately from 4 wells than from one located on a 180
acre unilt.



JUDGE SiTH:

On behalf of the Stavolind Uil Company I am instructed to advise the Comulasion
they have no objection, but believe the apeoing shwuld be larger than the 160
acrea in thesze pools of gusg.

DLULEY ORUELL:

ire Ae Greer hes been informal chairmen of independent operstors, and he agked
ne to ask thet a copy of thege exhibits be made available - and that the independert
operstors bs allowed a rebuttal at the next meeting of %hwe Commissions

MRe LAl

I don't know what that mosng exactly, bubt it strikes me & little singular. e
wont to the extrere of mailing to sach person a eopy of our petitlon with tie
suggestion that we exchange information with & view tc endiny ouar business
properly at this hesring. I do not comprehend exsctly why 1t should be necessary
under those sonditions - adequate notioe has been piven and we had no request
from anyone for informmtion. e did not hewr from ifr. Cornells. Ve are not
denying the oppertunity to snyone to be heard in this ma'ter, but I believe ths
opportunity has been pgiven.

HR. BILVFR»

I would like to make a statement for my employer. Aa I sall before, we have

no particular deasire about well spueling other than the most economicale Ve

have e peculisr problem in San Juan Basin of having & like permeability of

gand structure, productive aresa which are net too well understood to the
present day. e do not particularly have any preference in this fleld, we

have o smell mnount of aoresge on which we probebly will never drill. Ve

would like to see, if poasible, additional data on this field as time pgoes

one 30 far as the 160 acre spacing is ovucerned, it is entirely feasible

that & greater or lsaser spacing might be desirable. That should be deternined
from the eoconomic fasots. %We would like to sce the data glven here today glven
to us in some forme

SRR N T o S
LRI S G RN i&aﬁ 3t

Hre Les, you do not feel you can operate
on less than 180 scres from sn esonoical
shandpoint?

IR L

e zlnoerely think it would be & nistalke to do 1te e Hichels' figures sssume
£18,000.00 cost and & 5¢ rate on present day conditions. 1f you could find a
spot where a well drilled could produce 5367 and you drill on 40 acres, the
only thing other than 180 scres that ls leasible, you would resover only 371
of your investment disregarding operating ocvst and disreparding the faot that
it would take you years to do it in, If: you drill & well w& th 400) of pressure
you would recover - asguming you had this kind of condition, exeoctly one-half
your original lovestaent.

MRe ESGLIS

You fellows have been talking on pressure all day snd have never Eiaz;‘tiamd s
millicns of feet you eould gete

HATUET, ZAHCIHEZ.

¥r, Nichols gave it in the record.

ZRe SUGLISS:

I w ild like to kmow about rdllions of Peet of znse

e THOMPRTUS

The tostimony has developed the net reeoversble gas on 180 acree as 1,300,000,000
feote If you drill on 40 acres and everyboly else doee, your recoverabls gas would
be 1/4 of tuates The area of the prosent fleld covera a proximutely 22,500 seresy
if we drilled it on a besis of one well to 40 egres, i would require 439 mere
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wells et 316,000.00 a well « would be almost 28,000,000,00 you would have to
spend, It would be impuasible to sver recover the origingl investment.

R LEAs

iy statement wes mede on the save sssumption, s 4004 well could never produce
the same quantity of pas as e 5357 well,

You fellows have anmything agalnst retable talding?

No. But sbout & year age there was a bill appeared - about e year &go - ond it
wis the most lrmmature I have seen. If we are polng to have one, let's hsve o
good onde

COBIISEION R ¥ILFSe

That was the only bill presented, you had the
same opportunity of aybody else to present
ence Tho meoting wes ocalled for the purpose
of discumeing it and that should not be taken
f2 an example.

v TI
FRe LEAM

I did not mean to sugpest that at all, but the fset does remuin that s bill was
pregented amd we thought 1t & had one and had to oppese its Pro-ration may cone
to this field, perhaps it shoulde Trers are people in the field today that
would be hurt by this. Jur omly questlon about proeration would be the
aiditional burden on the operators and the Uommisgions

CoUISSIO TR HITNS

This is & matter tc come befors the legislature
gl not this Comrnlsglone

- YT er
e GREERe

I would like to rejuest that the Commisgion consider the cifsets that will be
required if a 160 acre spacing raling is upheld or in deoilding on speocing ruling
that they be taon intc considerationy and the reason for that being soagidered
I would refer to ¥r. Foster Mdorrellls letter inm wiich he rezarks aboub the
market, and the inoreased number of wells omusing the production from each well
tc be 3o gmall as to make it uneconomical te drill additional wellss Alsc Lie
rule 4 - 40 scres to a unlt, and establishing a great number of bad spaced
wells throughout the field. T doubt that the average spacing in the field
exoeeds 120 acres. I do not believe the retaining of the 40 acre spacing unit
will ses additional wells in the old field unless it does become eoconcmically
feagible,

FUSTHR 22UIRELLe
I would like to olarify the points that have been ralsed.

Firat, in order to show the interest that the Federsl Goverment has in the
Euts Cunyon - Fulcher Basin areas, 1 have prepared some acreage {ipures. A
congervative estimate teking in iore than 172 mile from yresam: exigting wells -
arrived at a figure of s proximately 22,680 scres that oculd be sonsidered ns
proven productions Frem the socuth end of Joction 32 up to Sestion 12, 30 N,
12 ¥ = of that acreage the federal ia 16,200 or 7175, fee lund 8400 mores or
25%s Aovording %o our maps there are 850 mcres of state land wo oould not get
pereentage mark one. ©n that proven acroage there have been 77 wells completed;
45 on govermment lands and 32 on fee lands. The development, 8. of the wells,
427 for fee lands as coupared to 715 of the acreage, broken down to
fields - Fulcher Basin total is 12,400 - 627 lands rovermsent, 497 fee end
110 stste.



In the Fuloher Basin fiells, 407 of the wells on Je $, lond, in pumber 21 on
UsSe land, 31 on fee land - a total of 62, Zubs Canon is u totel of 10,280
acres, of the federal interest represents 9871, of the fee 4%, Twenty-five
wells have been completed, 24 of those 25 wells sre on cur federal land, with
the control we have under the lease sot mnd federal leamsesg in ¥Xubz Canon, we
have 947 of the acresge developed by 967 of the wellse. Coln; baock somowhat
into history of the dewelopment, I think the whole pleture is somewhat oomplie
oated by the variance of opinions of individuals veraus companies which we
always have with us, but our position is one thet equity should be provided
regardless of whether the operator is s major eompany or an individual or
small oompany. The facts with respeot to developwent are indiceted in a wery
short statement I reported recently to Washington, that during tie past six
years wells increased from 5 as of December 81, 1941 in ¥ulcher Basin only

to 15 ag of Decenber 31, 1544 and 61 as of Descexber 31, 1947, 4 rabio of &
to 51 or over six times increase. The fileld withdrawals during that perlod
is represented by the figures of 1 billion ou. ft. for 1842, 1.9 billion in
19456, and 2,6 billion in 1947, Thet is & rabio of one Lo 2.8, ¥e have a
maaber of outlying produsing wells but the mmber of wells inorensed 8 times
and the market ineremsed by only 2.6 on all welle in the game periods, The
withdreowal per unit deoreased.

¥R, BHGLISH:
Have they been taking all that gua?

Ae They have a market for sll the zase
iRe FHGLISH:

If you are furnishing gas from Barker you wouldn’t be taking as much pss from
Fulehar 3asin¥

Barker comea into the pipeline s-uth of Rubz Canyon and does not aifect the
deliveries in the Xuts Canyon -« Fuloher Basin ares,

Any mavket from any field will depend on deliverability of the gus from that
field, and deliverability depends on the open flow eapaoity. You can't get
swvay from pressure st the rate to which the wells o&n get it up.

SR, RHGLISTE

At one time they had the same pressure in esch fleld. You are not poing o
try and tell me there isn't any wore gas than before. IHow 46 you kuow thils
field won't reach ocut and tale in & large area’

M, MUIRELLa

This 18 jJust & matter of record of past production. The peint we sre mekdng is
that you have groater increased wells than you have in the merket, which neans
you will have te divvy up your market.

MR, BNOLISH:

From what I hear there ig a pretty good size murket,

e G TFRE

Ian't 1t nmatural for the pressure of gus we lz to deeline in sny ges field?
They could have taler more ges from time to time by lowerirg their pressure.

B, MOLHELL:

I don*t lmow about lowered pressure ln order %o get more gase. It iz & matter of
record in all gas publications that for protection of reserwvoirs ges should not

exceed 257 of the flow. Over the years you will find that limit is maintained.

1R, QTR

The guestion of whether 1t should be maintained at 267 of the open flow and
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whether you hurt the reservelr by teking =ore is certalnly an open gu-stion.
Lie TPHRKELLE

It has been debated for the last 30 yesrs and there has been very litile uroof
otherwise. Tou are gotting Yo the -mlter of rate at which a reservoir will
re~charge iltself.e If you ,ull it cubt Y90 fagt when it comes you are golng %o
heve to sit there ardd welt for it.

URe GHLTHs
1 do not believe you oould fird evidence to subatambiabe That.
Ve AT

Thia field and vour data glven - wre gas by harder drews acd [ believe it
will be substentiated.

I sald the aversge annual toke was 17 of 1ts open flow, I don't loww of a
fiald in the country that is being given e better pull than thats

1 TEL AT ¥
:q- 3 ’»t;';ii._’LJL)t

in the earlier days of development, there were cortsin gpasing excsptions uude
before it wms detesrmimwd that s 160 acre spacing wes the most ecomomicel wnd
beat for the reservwolr - at that tine Wy agresment with both Southern Undon
Gas and Dudley Cornell in cormmeotion wlth the dewelopment of the Fulcher Basln
field, the only onme active at that time « wo zet up 160 aore units. F.A.W.
had the 640 acre limitation and at the request of Corwll and Southwr. Unlon
Gas, sevoral 180 acre exceptions were made.

Re CURNBLIS
Southern Inton Gas refused to join with me in gy asplication at thal time.

Loy FETIIPTAIY ¥
e [MHRELLS

The fact wus that we had 180 more spacing anl the il (onservetlon Commission
adopted an order for that field « Urder 551 effsctive in June 1043,

n appliocation from privete land operstors and alter & hearing of thw Comaisaion,
the Comalssion cancelled the order. The Inberstate Compact Comnlssion mede &
recormendation that well speaoing sdopted during the war should be ocontinued
wherever fesslble to protect equities. A pgreast additlonal development -~ this
increase from 15 to 31 over & three year period huss beon %o a considersble
extemnt caused by the recent development on priwate londs alony the Aniues
River, I think they are entitled to all the gzas underncath their ground and
should be rlven considerationa, bubt I don't think thal aoreage should seb u:
spacing for the entire field. That the Commisaslon sould do and should do has
been pointed out in the testimony. The only othor thing ! could see ot this
time would be by lepgislation for pro-ration, es 'k, Cornell proposed, g I
understand the petiticn of the Jouthern Unlon Ons it is for development from
now on and will not sdversely arfect any exigting wella up to this time, In
answer to some of the questions that have been raised, ¥r. Greer hss given ne
some idess. laybe we can got more wells drilled ourselves.

MRe HHGLIST

That ig what we are afraid of.

‘e 2 AELLY

The Juestion of offsets is a matter of your lesse terma, lvase terna on privete
lands are =more gtriot than on federal land. I the operater does mot dn what
the owmer thinke he should, he can take it into court and you have to drill an

offget, The public lands leoases allow considerable discretion - that discretion
ig in Pavor of the snowstor., Comsmensatory rovaliy is ealled for in lisu of sotual



drilling. e mede thiz as to each losation mnd wherever a possible losation
might be we take inmbo sonasideration all known factz. If wo think there is
drainaze we will oall on youwto show cause why you shouldn't drill. You have
& chance tc ghow us and if the information i# adequate that is sll there is
to it. COur office at Hoswell has leaned over Loaockwards on the spacing matter
in Fulcher Basin, prinarily becsuse of the suell type of production obtained,
To let this thing come o a head where it can got to a point of developwont -
I have in mind a tract surrounded by four wells, immedistely adjoining that
120 on which we have asked Byrd-Frost to drill one well, but if the Commission
does mot gee fit to protect the egulty of oporators whe have already drilled
and allows wwmecessary wella to be drilled on 4 sore tracts « « =

R, NGLISBH:

What well is that?

Wle M THELLe

That is the Byrd-froast Hudason.

MRe BNGLISH:

You don't congider that a ges well?

e ¥ORARLLy

That iz & pas well of the type being completed in that field.

If ths Commission does mot see £it to set up & minimam spaocing for that, more
than 40 aores snd up to 160, it may Leoome nesessary for us to essentially draw
a fonoe around private oporations by requiring offsets where we have a blook of
asreags on 160 acre spacing. We don't want to do that, that is false economy.
The testimony presented has ahown this is more a matter of ecomomies than anye
thing else, I would like to take exception %o lir. Greerts staterents as %o

the gas left in the ground, There will nct be any more gas in the 180 than
the 4%« T would also like to correct a statement aade by r. Silver - you said
you had an identical field.

2. SILVIRS

I moant the gecloglocal bounderies - type of formstlon, sge, conditions of
accumulation, everything Subt the prezaure.

YRe SVRELLS
%ould you name that for the record « the nama of the field?
R, IILVER:

Blanco fleid - two producing zonsa, lesa Verde formation and Peint Lookout
sandstons. 4400 feet and spproximete.§ 5061 feet.

e MO0aR Ly

Frasgure is absut what?

HH. 3ILVTRy

The pressure ia arocund 13007, the enly difference, the acoumalation is curreuts
of gas the limitg of the field and thelir fMold 1z not limited by geologplcal
oconditions mo much as by etonomical factorsz of produstion and develop:ent. e
foel we have & field limited the sane way by eocnomiec factors of production
and developmente The geologloal facturs clossly approximeate those in Fulcher
Baain - Xutz Canone

YR. STRRELLS
I understood you were talking of an eatire different regerveir. You aade the

state:ent what was done in the Fulcher Basin and Zubz Camon would a.ply directly
to your f{ield,.
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*H. SILVERs

I neant what action the Commiamsion might talm on low permeablility reservoir,
it i3 eoononically a marginal rveserveir, has to be produced as such. We foel
elsc cur reservoir mipght be margina! reserveir and will have toc be produced us
suche The sotion of the Commission In this esse will have some bearing on
our field,

MR HUIRETLS

0id you have in nind a spasing of 160 acres or morg.
Hle SILV HY

o~

ur pressure is greater. e oculd not econceivably asee loss thian 320 acre
spacing.

HRe HMHRSLL

As T recall, the scuth of your present wells at Jan Jumn, the river arosses
your structures on which there is considerable land, The samne gquestion ecould
arise in the Blanco area as in Fulcher Basine

it may be & good ides tc make an application %o the 01l Conservation Comndasglon
before it gots cut of hand.

MR, SILVER:

%e feel we cannot discusz 1t with the 21l Conservstion Commission wthout a
geological m .

Yours is a now fleld?

*R. SILVER:

lio, 1%t is fully as old as Fulcher Basine

M, MORRRILI

I would like to memtion for the infommation of the Commission -~ I think Governor
iiles mentioned somet ing about B¢ gas - I think the operstors in Fulscher Basin -
Rutz Canon should feel wery fortunate that they are receiving 64 mof beonuse
there is no other gus produced in the Jtate of New liexico that is getting by
por mof, The standard price in Lea County -« the best you can get on normal sale
is 3% mof.

I 4o say, as steted in t:ls letber, the 160 acre spacing is s neoessary thing
to protect all parties who have drilled wells « to protest them from losing the
money they have invested « the questions that huve been amsbed indicates a lack
of mowledge of what may bajypen in the fubure on the part o gome individual
operators who sy be meking inveatments and end wp in the red. 1 we have
operators loasing meney it is gping to dlscourage development. e want to keep
operators on a profitable basis.

trle FHGLISH

If we get 160 acre spaoing and if we waut to drill e well in FParmington.

Wouldn't have any efflect,

COIESINNTR ILES

Anyone have a gucoation or statement to make?
My Le Le STALLINGS:

I wuld like to preseut these petitions from farmers in San Jusn County, and
would like for them to appear on the record,
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COMMIBSIONFR MILES:

They will be considered by the Comdssion and
inclnded in the reoord,

M. LNAX

“hile all these statensnts have boen made without the benefit of the testimony
I have pome othsr ghatements for the record.

Zne from the Western Hatural Gas Company expressing approval of the plan, and
one from J. J. Hudson. There seens to be several spots of concern aboub '
exceptiona) I guess we have taleen it for granted thet exeeptions w-:ld be
provided by the Commisasion. There will be aud thsre are situations in which
1f the operator can find 1% economleally fesaible o drill he should be
permitted to do so, on petition to this Commiasion deseribing what he expects
to do and be piven full consideration whotever spscing unit should be adopted.
That applies not only in the well dewveloped field but in the flanking areas
where open flowe and permpability are a 1ittle out of the trend., The citizens
from Farmington seem oconcerncd over the statement in the petition thet the
Cormisslon's order should povern the field or sres as it might be extended.

The only purpose of that is tc make unnecessary new orders of the Comnlesion
on acoount of extensicns. The Commission's order ghould inelude the imnediate
surrounding area of the fleld as it iz extended; otherwise, it oculd only be
controlled by repested orders of the Commlasions I did not suppose sxyone had
the idea this fleld would inolude other developed mress. Tho Commizsion'sg
order should have & provision to iuclude this field and exolude other producing
areas, 3o far as other areas aere concerned it strikes us there is not sufficient
information to this Comaission or to the operster to know what is neededs There
i3 no reason to prevent tids Commission from entering, on petition, whatever
additional orders =ipght be necesgary.

3R, WRRELLY

of the wells drilled 717 of the total and 987 in Xuts Canon and 547, 1 belicve,
in Pulecher Basin are on Foderal land, I would like to add wve have had iz the
past several applications and ome current for relief an ascount of high operating
costs, for reliefl from rentals on public land leases from §1l.00 an asre to 25¢
an acres In granting those the Departnent has recognized the low return. Ve
have one by . Carroll and ir. Cerroll has developed his own lease on 160 aczre
spasing and still) needs raduction on the rental.

Thls increased mmber of wells and the amual rate of withdrawals at 2.6 dbilllion
for 1547 and estimmted for 1948 approximstely the same. §Fif'Sy one gas wells in
Fulsher Basin $15,000 or $18,000 per well for ccst of drilling. You ocan add your
taxes, you weuld have in the meighborhood of $1,000 to 1,500 net per year, in
the neighborhcod of $100 per monthe That ig the situation if you pet into exvess
wolls it will contimue to decrsuse. Inastead of {100 to J150 per =onth you ret
275 to 2100 per month.

MR. GURD e

Byrd-Frost encourages spoeing net lecs then 160 acres to the well, but we

are concerned with this offset propesition and nlgo feel when the bdoundaries

of the field is reached tiere should be some latitude ziven on the location of
wells less than 1/2 mile if possible, and should be a 1ittle latitule there.

. SILVERS

The geologioal limitetlon of the fleld we have been discussing will be more by
economics than by geology.

R WUERWL:
I 11 say as much.
IRe THGLISHS

According tn the United Ztates Jeologlcal Survey there is no strueture there.
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TRe MUREILLS
I am afraid we would have to differ, anything iz e structure,
He GAATAYY

Vhat area dld the groposed srder e ply to?

Approximate ares is degoribod in the aplication,

inybody else any question to agk or any
gtabenent to oave? ‘

The Commdasion is going to taioe this case
under advisoment and anyone who wants o
file a written statesent tn the Comumlssion,
we will be glad te have you do soe

e
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