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REFERENCE YOUR PROPOSED ISSUANCE OF CRBER NO. 799 CASE NO.
163, BLANCO FIELD, SAN JUAN COUNTY, NEW MEXICO. STANOLIND :
STILL BELIEVES IT WOULD BE DESIRABLE TO INITIALLY SET UP 640
ACRE SPACING PRORATION UNITS, HOWEVER, WE WILL NOT ACTIVELY
OPPOSE FURTHER YOUR ORDER OF 320 ACRE SPACING PRORATION UNITS.
'WE RESPECTFULLY RECOMMEND THAT THE FIRST SENTENCE OF SECTICN
1 (C)SHOULD READ MSUCH WELL SHALL BE LOCATED 330 FEET FROM

'THE CENTER OF EITHER THE NORTHEAST OR SOUTHWEST QUARTER OF

THE GOVERNMENTAL SECTION IN WHICH IT IS LOCATED SUBJECT TO

" VARIATION OF 200 FEET FOR TOPOGRAPHIC CONDBITIONS. FURTHER

~ TOLERANCE SHALL BE ALLOWED BY THE COMMISSION ONLY IN CASES

‘OF EXTREMELY ROUGH TERRAIN WHERE COMPLIANCE WOULD NECESSARILY
INCREASE DRILLING COSTS." IN SECTION 3 A ADD THE WORDS "OF
390 ACRES® TO THE LAST SENTENCE. THE FIRST FIVE SENTENCES OF
SECTION % A BEGINNING WITH "THE SURFACE PIPE™ AND ENDING WITH
_ WTQ STAND THIRTY MINUTES" BE REVISED TO READ! "THE SURFACE PIPE
" SHALL BE SET THROUGH THE SHALLOW POTABLE WATER BEARING BEDS TO
A MINIMUM DEPTH OF 250 FEET AND A SUFFICIENT AMOUNT OF CEMENT
SHALL BE USED TO CIRCULATE THE CEMENT BEHIND THE PIPE TO THE
'B0TTOM OF THE CELLAR. THIS SURFACE CASING SHALL STAND CEMENTED

" FOR AT LEAST 24 HOURS BEFORE DRILLING PLUG OR INITIATING
TESTS. THE SURFACE CASING SHALL BE=gyp gocamo m mmven
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.TESTED AFTER DRILLING PLUG BY BAILING THE HOLE DRY. THE HOLE
SHALL REMAIN DRY FOR ONE HOUR TO CONSTITUTE SATISFACTORY
" PROOF OF A WATER SHUT-OFF. IN LIEU OF THE FOREGOING TEST THE
' CEMENT JOB SHALL BE TESTED BY BUILDING UP PRESSURE OF 1,000
PS1,CLOSING THE VALVES, AND ALLOWING TO STAND THIRTY MINUTES.
% SECTION 9-A, CORING SHOULD NOT BE REQUIRED IN THE RULES,
BUT SHOULD BE LEFT UP TO THE DISCRETION OF EACH OPERATOR.
TESTIMONY NDICATED THAT EACH OPERATOR HAD THE INTENTION OF
PERFORMING THIS CORING. HOWEVER, WE DO NOT FEEL THAT IT WOULD
BE WISE TO SET UP A PRECEDENT OF REQUIRING CORES, ESPECIALLY
IN THIS FIELD AND AT THIS TIME. SECTION 9-E, WE BELIEVE IT
WOULD BE MORE DESIRABLE FOR THE OPERATORS TO MEET VOLUNTARILY
© SEMI—ANNUALLY RATHER THAN TO REQUIRE THESE MEETINGS. IT 1S
" QUR THOUGHT THAT FROM THESE VOLUNTARY MEETINGS ADEGUATE
INFORMATION DISSEMINATION CAN BE ACHIEVED AND POSSIBLY LEAD
EVENTUALLY TO AN ORGANIZATION OF THE SAN JUAN BASIN OPERATORS
SIMILAR TO THAT IN LEA COUNTY. IN VIEW OF THE RECENT

" COMPLETION OF THE DELH! RIDDLE NO-. 1 AND TO CORRECT THE

OMISSION OF SECTION 3% IN THE FINAL CLOSING MORDER" PARAGRAPH
WHICH DELINEATES THE FIELD, WE FURTHER SUGGEST THE DESIRABLE
ADD!TIONS OF SECTIONS 16, 22, 27, 33 AND 34 OF T—BO—N,

THE COMPANY WILL APPRECIATE SUGGESTIONS FROM ITS PATRONS CONCERNING ITS SERVICE
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R=9-W. THE FOREGOING RECOMMENDATIONS ARE RESPECTFULLY
SUBMITTED FOR YOUR EARNEST CONSIDERATION IN THE FINAL
PREPARATION OF ORDER NO. 799= '

C F BEDFORD STANOLIND OlL AND GAS CO=

1,000 PSI 9-A 9~E 1 33 16 22 27 33 34 T=30-N R=9W=
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STANOLIND QIL AND GAS COMPANY

January 11, 1949
File: LF-T7003-175
He: Uutatus of Uniti.ation,

Blanmw Field, lan Juan County,
New Hexioco

Mr, Foster

Dear Hr, Norrell:

Your latter of December 27, 1948, msde injuiry as to the status of
unitization proceedings for the Blanco irea, 3an Juan County, lew Hexico, In
this esnnectien, you furnished a copy of your letier of Jecember 24 to i'r, Frank
Ae Sohultz, Delhi i)l Corporatien.

You will recall that the subject of unitization wus briefly touched
upon at the meeting of interested parties which you called on CGotober 1, 1948,
at Santa Fe, at this meeting, you sugzested that the Operators consider the
possibilities of wnitisation and that a reasonable plan would be likely to resceive
UsS.Ge>e concurrence, le discussion took place &s to who should take the lead in
a mitization pregram and we rucognize, of course, that this is something to be
woriced out between the Operators themselves. You will recall that Stanolind is
ot the largest owner of interests in ihis {ield, However, oither units in which
we are a party have proved so satiafactory in general that e believm there are
suffisient advantages to all parties of interest, both working interest owners
and royalty ewners, in jJoinimg in uwnitizution of this field that we are willing
to ceamence wnitization efforts commensurete with our interests in this field.

t'e accordingly huve yiven soms thought to the plan of unitization which
would be most suitable to all concerned, The particulur features a;plying to
this field which will have to be worked cut involve the matter of participatiea
ia the four existing wells vhich are non-uniform in spucing and the fact that it
will be diffioult %o estabiish a participating area of lunds determined productive
on the basis ef geological information., In an effort to work out these basic
peints with other conesrned parties, it is ocur thought iLhat perhaps the first siep
should be to agres upon & set of prineciples of uniti-ation, .e contexplate naving
& set of proposed principles ready for examination at an sarly dute and will plan
to distribute copies of thess principles to other Operators about mid-Jamuary.
We will invite the other Operators to comment upon these principles and we hope
that the responses received will indicate sufficient interest to warrant immediate
soncerted effort toward early formation of a fieldwide unii,

LOPY




Mr. Foster Nerrell -2=- Junuary 11, 1949

mﬂuofﬁmtmothr. :‘:chult.z,wommnuhimsmt
urhnnwotthhhtw. Aoopyhukad.nbougromrd-dtcﬂr. i, ite Spurrier
of the mmmmw.

Yours very truly,
STAMOLIND OIL AND Gio CulPAHY

(hw"\,-.‘cy C. F. BEDFOBQ

§ mea O

C. ¥. BLDFURD
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TULSA, OKLAHOMA gl S L
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January 20, 1949 &% BRRAES
&y o
. . _ L ‘4" ”I""
File: CBC-41.278 / S
Re: Unitization of Blanco Field

San Juan County, New Mexico

TC ALL CPERATO
IN THE BLANCO FIELD, SAN JUAN COUNTY, NEW MEXICO

Gentlemen:

: Those in attendance at a meeting of parties interested in the Blanco
Field, held in Santa Fe on October 1, 1948, will recall that the prospects of
fieldwide unitization came up for brief discussion. WMr. Foster Morrell, Super-
visor of 0il and Gas Operations, pointed out to the group that a reasonable plan of
unitization could expect to be favorably received by the U.S.G.S. No particular
plans toward unitization were developed at that time and no discussion took place
as to who should take the lead in a unitization program. You will recall that
Stanolind is not the largest owner of interests in this field. However, other
units in which we are a party have proved so satisfactory in general that we be-
lieve there are sufficient advantages to all parties of interest, both working in-
terest owners and royalty owners, in jolning in unitization of this field that we
are willing to commence unitization efforts commensurate with our interests in this
field.

We accordingly have given some thought to the plan of unitization which
would be most suitable to all concerned. The particular features applying to unit-
ization of this field which will have to be worked out involve the matter of par-
ticipation in the four existing wells which are non-uniform in spacing and the
manner in which wells drilled in the future will be handled. In an effort toc work
out these basic points with other concerned parties, it is our thouecht that verhsps
the first step would be to develop a set of principles of unitization.

"e have accordingly prepared a set of possible principles of which a
copy 1s attached for your examination. Since these principles will provide the
basis for preparing the Unit Agreement and Accounting (or Operating) Agreement, we
would appreciate receiving your remarks and suggestions. We particularly would ap-
preciate reply from each of you as to whether or not you are interested in working
with the other Operators toward a fieldwide unit. Should sufficient interest be
indicated, it is likely that it will be in order to hold another meeting of Opera-
tors for the purpose of developing a program leading toward early formation of a
fieldwide unit. Your early response will be appreciated.

Yours very truly,

éL¢§£54/10¢2§4a92~
C. B. Caruthers
Attachment Unitization Superintendent




MATLING LIST

Letter dated January 20, 1949 to all Operators
in the Blanco Field, San Juan County, New Mexico

Mr. M. J. Florance
Florance Drilling Company
Aztec, New Mexico

¥r. Caswell Silver
Florance Drilling Company
Aztec, New Mexico

Mr. ¥red C. Koch

Wood River 0il and Refining Co., Inc.
335 West Lewis Street

Wichita, Kansas

Mr. H. B. Alspaugh

Woed River 0il and Refining Co., Inc.
335 West Lewis Street

Wichita, Kansas

Mr. L. C. Yorgan

Wood River 0il and Refining Co., Inc.
335 West Lewis Street

Wichita, Kansas

Mr. Frank A. Schultz
Delhi 0il Corporation
1315 Pacific Avenue
Dallas 1, Texas

Mr. J. R. Cole

Southern Union Gas Company
Burt Building

Dallas, Texas

Mr. Van Thompson

Southerr Union Gas Company
Burt Building

Dallas, Texas

Byrd-Frost, Inc. :
1110 Tower Petroleum Building
Dallas 1, Texas

Mr. H. P, Slegel
Byrd-Frost, Inc.
Durango, Colorado

Mr. P. B. English
Farmington, New Mexico

Mr. Scott R. Brown
Western Natural Gas Company
Midland, Texas

Mr. Thomas B. Scott, Jr.
Brookhaven 0il Company
Albuquercue, New Mexico




II.

III.

Iv.

VI.

VII.

POSSIBLE PRINCIPLES OF UNITIZATION
BLANCO FIELD, SAN JUAN COUNTY, NEW MEXICO

Unit Area -~ To be defined on a map and by a schedule of all lands
within the Unit Area,. The Unit Area is intsnded to include all
lands deemed to be in the Blanco Field.

Unitized Substances -~ All oil, gas and associated hydrocarbons in

any ard all formations in the Unit Area,

Working Interest Owner - A party who owns a right to search for and
produce unitized substances within the Unit Area.

Royalty Owner -~ Any owner who, subject to the right of a Working

Interest Owner to search for and produce Unitized Substances, owns
mineral rights, royalties, overriding royalties, reversionary in-

terests or sther rights in and to the Unitized Substances produced
from the Unit Area,

Unit Operator - Party designated to develop and operate the Unit
Area for the rroduction of Unitized Substances. As to operations
in a Participating Area, the Unit Operator shall be subject to the
control and policies established by the Working Interest QOwners
through the Operating Committee for that Participating Area.

Operators! Committee - The Operating Committee for a Participating
Area shall be composed of a representative designated by each of
the Owners of ‘iorking Interests in that Participating Area., Each
such representative shall have a voting power in proportion to the
participating interest of his principal. A4n affirmative vote of
not less than 75% shall be required for approval of any matter com-
ing before the Committee for a vote. Powers ard duties of the
Operating Committee shall be as follows:

1. Provide for proper auditing of accounts of Unit Operator.

2, Provide for the enlargement of the Unit Area,

3. Instruct Unit Qperator as to the payment of taxes.

4. Determine and approve percentage participation and
adjustment of investment cost in accordance with the
provisions cf the agreement.

5. Appoint and grant authority to such sub-~committees as
are desired.

6. To have the powers and duties reasonably necessary to
control operations which come under the terms of the
agreement so as to carry out the purposes and provisions
of the agreement.

7. Approve:

a. Location, drilling, completion program and equip-
ping of wells.

b, Well workovers, recompletions, abandonments, or
the change nf status of any wells,

c. Sirgle expenditures other than normal operating
expenses in excess of $5,000.00.

d. Location of tank batteries or other jointly owned
facilities,

€. Sale of major items of surplus equipment and
material,

f. Major changes in operating methods,

Basis of Participation in Production and Costs ~ Each separately

owned tract or portion of tract within a participating area shall
have allocated to it such percentage of production from that par-
ticipating area as its surface acreage area bears to the surface

acreage of the Participating Area in which said tract is located.
Costs and expenses applying to a Participating Area shall be -ip-

portioned in the same manner,

January, 1949



VIII.

XI.

Enlargement of Unit Area - Subject to concwrence of Operating Com-
mittees, the Unit Area may be enlarged upon approval of the Commis-
sioner of Public lLands of the State of New Mexico and the Director
of the U.S5.G,S.

bParticipating Area - The land in the Participating Areas shall con-
sist of the acreage proved by successiully completed wells and the
establishment of such Participating Areas and the enlargement thereof
shall be in the manner hereinafter set forth and shall be subject to
the approval of the Directer of the U.5.G.S.

Initial Mesa Verde Participating Areas - The following four existing
wells are deemed as having proved up lands in the ifesa Verde Forma-
tion: Florance-liood River Pierce #l, Florance-Wood River Jane Mans-
field #1, Florance-Wood River Bill Mansfield #2, and Stanolind Elliott
B#l. The four above wells are deemed to occasicn the two following
initial Mesa Verde Participating Areas:

1. A Participating Area of 640 acres around Stanolind Elliott
B#1, consisting of SE/L Section 10, Si/L Section 11, NW/4
Section 14, NE/L Section 16, Township 29 North, Range 9 West.

2. As to the three Florance-VWood River wells, one overall con-
tiguous Participating Area of 2240 acres more or less is
established for these three wells consisting of the W/2
Section 17, E/2 Section 18, E/2 Section 19, 1W/2 and SE/4
Section 20, SW/4 Section 21, Nw/4 Section 28, N/2 Section
29, and NE/4 Section 30, Township 30 North, Range 9 VWest.

Enlar gement of Mesa Verde Participating Areas - A Mesa Verde Parti-
cipating Area may be enlarged to include additional lands on the
basis of campletion of outside wells which are capable of production
from the Mesa Verde formation in paying quantities (the term "paying
quantity" as used here is defined as the quantity sufficient to pay
the cost of drilling and equipping and the estimated cost of operat—
ing the well). In order to cause an enlargement of an established
Mesa Verde Participating Area, the outside well must be successfully
completed in a quarter section subdivision of the public land survey
of which the center of such quarter section is not beyond 33@0' (B/h
of a mile) of the nearest point of the boundary of the nearest estab-
lished Mesa Verde Participating Area. To determine what lands shall
be added to the Participating Area by a successfully completed outside
well in the Mesa Verde Formation, two straight lines shall be drawn
from the center of the quarter section subdivision, in which the out-
side well is located, to the most distant points of contact with the
boundary of the nearest established Mesa Verde Participeting Area in
such a manner that these straight lines enclose an area contiguous to
the Participating Area. The lands to be added to the Participating
Area shall consist of the following quarter section subdivisions of
the public land survey:

1. (a) The quarter section under the completed well.

(b) Those quarter sections of which each is 1/2 or more
within the contiguous area referred to abcve provided
that the lands qualifying for addition herein are con-
tiguous to the land admitted by subsection 1 above and
provided further that the total of such quarter sections
does not exceed 6 in number.

(e) Those quarter sections which are bounded on 2 or more
sides by lands either in the then established Partici-
pating Area or admitted thereto pursuant to subsections
(a) and (b) above to the end that the total numver of
contiguous quarter sections qualifying for addition
herein and in subsections {(a) and (b) above does not
exceed 6,

2. Those quarter sections bounded on three sides by lands eitl.or
in the then established Partici;~ting Area or qualifying for
addition pursuant to subsection 1 above, or qualifying for
addition as provided herein,
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XI1T.

Note:

In event an outside Mesa Verde well is successfully com-
pleted which is located at a distance from an established Partici-
pating Area which does not cause enlargement of the Participating
Area to include the well as outlined above, a separate Participating
Area of not %o exceed 4 quarter sections in the form of a square may
be established for that well. The party or parties financing such
well may select the 4 quarter sections to be established as the Par-
ticipating Area for such well provided that the quarter sections
selected are rniot less than the linear distance of 5280! (1 mile)
from the nearest established Participating Area.

When a linear distance of 2640' (1/2 mile) or less sepa=
rates two or more Mesa Verde Participating Areas, such Participating
Areas may be combined into one and in that event there shall be only
one Operating Committee for the areas so combined.

There shall be no retroactive adjustment as to production obtained
or as to operating expenses prior to the effective date of revision
of a Participating Area., Upon enlargement of any Participating Area,
there shall be an adjustment as to investment to the end that each
Working Interest Owner will own an undivided interest in the equip-
ment and property on the same basis of participation upon which each
owner shares in production and expenses. The cost per well shall be
based on the average cost of drilling wells of like character and
depth in the Blanco Field in a good and workmanlike manner at the
time of the drilling of the well. Appraised values shall apply for
lease equipment and improvements erected or constructed thereon,

No Participating Area shall be contracted because of de-
pletion of Unitized Substances or any other cause except loss of
title.

Drilling of Qutside Wells — Any Working Interest Owner owning or
controlling a majority of the working interests in any unitized
land not included in a Participating Area and having thereon a
regular well location in accordance with an established well-
spacing pattern, may drill a well at such location at his own
expense, unless within 90 days of receipt of notice from said
party of his intention to drill the well the Operating Committee
for the adjacent Participating Area elects and commences to drill
such well.

Disposition of Unitized Substances - All produced Unitized Substances
shall be apportioned among the tracts constituting the Participating

Area in proportion to the per cent participation of each tract. The

Unitized Substances thus allocated to each tract shall be distributed
among the owners of the leasehold and royalty interests in each tract
in accordance with the provisions of the lease agreement to the same

extent as if the Unitized Substances allocated to each such tract had
been produced from such tract.

Each Operator shall take in kind his share of the produced
Unitized Substances and shall market individually or through an agent
and shall pay individually or through an agent 21l royalties due cn such fro-
du~ed Unitized Substances in accordance with the existing lease terms,

No retroactive adjustment of ownership of Unitized Substances
shall be made as to any Operator or Royalty Owner produced prior to
the date such Operator or Royalt; Owner entered intc the agreement or
as to tracts added to the Participating Area prior to the date such
tracts become a part of the Participating Area.

The above principles are to be incorporated in the Unit Agreement and
the Accounting (or Operating) Agreement. The Working Interest Owners
will be parties to both Agreements but Royalty Owners will be parties
to only the Unit Agreement.



INTERSTATE OIL COMPACT COMMISSION
Dedicated to the Conservation of Oil and Gas

CSOVERNOR FRANK CARLSOM. CHAIRMAN DON T. ANDRUS. FIRSY VICE CHMN. JAMES MCCLURE, JR.. SECOND VICE CHMN.

Headquarters Office:  Telephone 5-3536 P. O. Box 3127 State Capitol
Oklahoma City 5, Oklahoma

EARL FOSTER. EXECUTIVE s:cnnaéj‘:“ ::;_i‘:t'~_ :
g vy, on, omectof T N Jeary B, 1949
Q‘\\\'\ _‘v_> _‘si i3 e
M File: Research and Coordinating Committee
Unitizatlon and Cooperative Projects
Survey

Mr, R, R, Spurrier
011 Conservation Commission

Box 871
Santa Fe, New Mexico

Dear Dick:

We have been anxioualy awaiting your reply to our
letter of October 19, 1948, in which we requested you to
send us a short resume on the unitized and cooperative
projecte in New Mexico. To date we have receivad no
reply to this request.

" We need a statement which covers generally all of the
unitized and cooperatively operated fields in your state in
order to complets ocur publication on unitization., Would it
be possible for you to send us such a statement before
February 157 FPlease let us xmow whether or not you can
supply this information,

Sincerely yours,
R
E. G. Dahlgren
EGD: jb

MEMBER STATES: ALABAMA - ARKANSAS - COLORADO - FLORIDA - (LLINOIS . INDIANA . KANSAS . KENTUCKY - LOUISIANA - MICHIGAN - MISSISSIPPI
MONTANA . NEW MEXICO - NEW YOMK - OKLAMOMA - OWIO - PENNSYLVANIA . TENNESSEE - TEXAS - WEST VIRGINIA . GeomGia (associate)
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OIL CONSERVATION CORTUSSION .
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. SANTA FE, 1T, K, MARCH 1, 1949

FRANK SWULYS, VICE FFESIDENT
BORT BUILDING
DALLAS, TEIAS

. OFDER WO, 799, CASE 163, SIGHED EFFECTIVE 2% FEBRUARY 1342,

i'« Re SPURRIER, OIL CONSERVATION COM9M.

MR, FOSTER MORRELL ‘
¥. S. GEOLOGICAL SURVEY y
ROSWELL, NEW MEXICO |




ALL MESSAGES TAKEN BY THIS COMPANY ARE SUBJECT TO THE FOLLOWING TERMS:
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Esxcent 38 otherwise indicated in connection with the unm of Individual in the filed tariffs of the Company, the amount pald for the transmission of a domestic telegram
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to toe Company sixty days after the message is filed with t.he Compaay for io the case of an intrastate meseage in Texas the Company will not bellable tar damﬁ
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. CLASSES OF SERVICE

DOMESTIC SERVICES

FULL RATE TELEGRAMS
A fali rate expedited service.

DAY LETTERS
A Gaterved servioe &% lower than the fall rate

SERIALS .
Mumages 1n sections during the eame day.

MIGHT LETTERS .
e—r———————

.uqt.eduptoZA.M mdeuvcrynotnﬂlathmthefﬂlmngmormngnmes
subetantialy lower than the full rate telegram or day letter rates.

CABLE SERVICES

FULL RATE CABLES .

‘The standard fast service at full rates. May be written 10 any language that can be
expressed Lo Roman letters or in ciph<s.

CODE (CDE) .
A fast servioe sting of words formed without condition or restriction,
d &t 5 ch T3 per word M charge of 5 words appiles.
DEFERREDS (LC)
Plain language messages, subject to belng deferred In favor of full rate and CDE
messages. .

NIGHT LETTERS (NLT)

Overnight plain-language rmessages. Minimom charge of 25 words wpues.




Mr. A1 Gyeer
Pe (o ax 337
Asztec, New Mx'ico

Dear Als

Please find enclosed, copry of Order o, 799, Caso 163, dated
Pebruary 25, 12/3, for your records, '

Yary traly yours,

RRS:bw

Pl




011 Conservation Cozdscion
205 Booker Duildi-g
Artesia, Hew Ikxico

Gontlerans

rlease £1.d onclogsed, cox- ~F Oplaw e T2, Case o, 163, dnted
Februarys 25, 1949, for vour rcconds, '

Very troulr yours,

Re N Smirrier
Seeretory and Direebor
RRS:tw
onel, .




LI | e
LTI l’ j-‘.' !'f)

AL

LX3

Ire Toster TTume’l

™ited “tates Geologiczl Survey
D, Ty DX 997

Roseell, Nev Mpxieo

Dear M, ':«brm_llx

Snclosed nlease Tind glmad eopy of the Comrdssions Ordsr loe 799,
Case No, 163, dates Februory 27, 1042, for your recorda,

Yors truly ronrs,

o

R. Re Spurricr
Scarctor:- and Dircetor
RPStbw
encl,




careh 1, 1949

s Glonn Stalsy

lea County Cperctors Cowszittee
Drmwer I

Fobbe, New Mexieo

Dear ir, 3%aleys

Enclosed plesse £ind signed copy of Onder loe 799, Case 163, dated
February 25, 1949, for your rceonds.

VYo would appmciate rceeiving 100 nimcogroni:od copies of thils owier.

Vory iruly gours,

Re e Spurrier
Seeretory and Director
RRS:bw
enal,




itreh 1, 1949

ire I, O Seth
111 ¢, san Franeisco Street
Santa Fe, llew exieo

Dear Judge Seths

Lnclosed plsase find o Signed cory of Order oe 799, Case Iio, 163,
entered and &dopted Uy the Cormission on February 25, 1949,

Very truly yours,

Re R, “purrisyr -
Seeretary ang direetor
RRS: by '




Fobruary 14, 1949

. J. 0. Soth
mt.mmsmet
mr-.mm

Dear Juige Seths

pluﬂﬁnlanmsigmdoapyofproposedomrﬂo.m,in
Cape 163, in accordance with your request.

Ituwwmla&tthiaoxdarinwemrﬁmma, therefore
Hywvillmmbymimnlofitsapplimmityumu
possibls, I am suxe Mr. Spm'r!.aruﬂla.ppnciate sare.

GAGs bew
enal,




Wm. Marsfield
OIL OPEBRATOR _ | cou
Azrec, New Mexico ‘: B

'?
S iy
Farmin-ton, New biexico o e 1948 'ﬁfi
,!‘.\ . co
November 1Q, 1948 Ui eliigy ¥ ;3}
—d £
0il conservation Commission
Santa e, New lexico
Attn: Mre. Re Ko Spurrier
State Geologist
Gentlemen:
It wes not possible for me to attend the recent
hesrings with respect to well spacing for the
Rlanco Gas Field, San Juan County, New llexicoe
As a very small lease owner in this area, 1 desire - e

to go on record as opposing G40 acre spacing at
this stage of development of the fielde.

Very truly yours,

Willien Mansfield




January 11, 1949

Mr. Albert R. Greer
Anderson-Prichard 0il Corporation
Oklahome City, Oklahoma

Dear Al:

This will acknowledge your comments addressed to the Comzission,
dated January 3, 1949.

We are very happy to have your comments and appreciate very much

the analysis you have made of zas well spacing in the Blaneco pool, San

Sincerely,

E. R. §mr

Secretary and Director
RRS:bw




J O.SETH

SETH ano MONTGOMERY
ATTORNEYS AND COUNSELORS AT LAW
111 SAN FRANCISCO ST

A K.MONTGOMERY SANTA FE New MEXICO

OLIVER SETH

November 30, 1948.

0il Conservation Commission
Santa Fe, New Mexico

Gentlemen:

I have received from Mr. Card, of the Stano-
lind 0il and Gas Company, the enclosed copies of
proposed field rules for the Blanco gas field,
following the testimony introduced at the hearing
beginning on October 28th last, also a plat sett-
ing forth the proposed drilling program.

This is submitted, of course, merely as a
suggestion from the Stanolind 0il and Gas Company,
and it is submitted pursuant to the suggestion
made by Mr. Spurrier at the time of the hearing.

The order includes all provisions believed
desirable to control development, production and
drilling.

Very truly yours,

JOS:CB
Encls.




ALBERT R. GREER
REGIBTERED PETROLEUM ENGINEER
STATE OF NEW MEXICD

3 January, 19L9

The New Nex1co 0il Conservation Commlublon
Santa Fe, ilew lexico T ’
Re: .Case 103) Octeber 28-29, 19L48; relative
\‘\—_.’
to gas well spaciug in the Flanco Field,
San Juan County.

Centlemen:

I have studied the testimony presented at this hearing ana would 1like Lo
summarize some of the evidence as I have interpreted it, for the venefit
of the commissioners. [ am interested in this area in a small personal
way, however I feel competent to analyze the engineering information pre=-

sented.

Two things were apparently agreed upon in principle by all concerneds:
1) Development of the field is necessary, desirable and should
be encouraged.
2) Bconomics is the most important limiting factor relative
to well spacing.

There was a difference of opinion, however, as to whebner close or wide
spacing would encourage development, and just how much ges was necessary
to pfovide a satiefactory payout. Considerable testimony was presented

in fevor of both close and wide spacing, which [ will not repeat here.

One salient fact relative to both development and economics was not
pointed out, however, and I would like to bring it to the minds of the
commissioners. This is sinply that a field will be more easily and
rapidly developed wnen all of the reserves proven by each additional
well are economically valusble. Practically all companies, large and
small, make loans from time to time for development purposes, buy and
sell producing properties, etc. In order for the reserves underlying any
well to be considered of value they must be produced within a reasonable
length of time. The present value of gas to ve produced 50 years hence
is negligible. Some reputavle engineering firms do not assign any value
to production that must be delayed as mucn as thirty years,

In this connection it was snown that the producing formation is tight,
that anticipated delivery rates are low. The wells that were tested
showed abilities to deliver oniy 1,000 .CF pee day per well against a
noxrmal line pressure. It was not pointed out, aovever, that as the res-
ervoir pressure declines the producing acility will decline at an accel-
erated rate, and individual well production may easily be limited by the
formation$ ability to produce, rather then to a limited merket. From the
evidence presented at the nearing, I think a reasonaocle overalil production
rate for the life of a well would be 500 [ ICF per day. FPor the reserves




ALBER
Reci8TERED PeTROLEUM EnaiNeer

BTATE

indicated at the hearing (20,000 wcCh
for one well to deplete a

Hence, for 6,0 acre spacing
vell would be of no-economic value,

trading; and it seems to me that rie
result. By the same token, this lon

economic value relative to initial p

oli0-acre tr

s @ large part of the res

T R. GREER

OF NEW MEXICO

Per acre), it would
act,

take 70 years

erves underlyin
either for initial financing or later
ld developuent must ve slower zs a

g delayed production can be of small
ayout of investment,

g each

Yours very truly,

Aloert R. Greer




BROOKHAVEN OIL COMPANY

318 ROSENWALD BUILDING
(MAIL) P. O. BOX 844
PHONE 7830 . i s

.\“uq-cn‘uc, New Mexico

October 16, 1948,

Mr. Foster Morrell // [ ';3
U. S. Geologlcal Survey "
Federal Buildiag ————
Roswsll, New Mexico @ T e

: o

Mr. R. R. Spurrier, State Geologist
01l Conservation Commission

408 Galisteo

Santa Fe, New Mexioo

Gentlemens

With reference %o the informel discussion on the proposition
of unitizing (communitizing) the Blanco area, San Juan County, New
Mexico, held October lst, 1948, at Santa Fe in the State 0il Conservation
Offices, I eand my associates are owners of oil and gas leasss on Stals
and patented land and likewise owners of minerals (royalty) on patemnted
land within and adjacent to the proposed unitized area.

Before making any recommendations, I would like to strongly
emphesize how vitally necessary it is to unitize (communitize) the
operating interests on State and patented lands with the operating
interests on Federal lands, and to unitize {communitize) the mineral
(royal $y) interests on patented lands within reasonable drilling plats.
If these matters are not attended to promptly, the small end numerous
patented lease and royalty owners and the State of New Mexico, as a
mineral (royslty) owmer, will suffer irreparable damage due to lack of
development and drainage. The owners of leases on State land are
scattered all over the country in as small a lease ownership as forty (40)
aores. It is my guess that many of these lease owners are not familiar
with the o0il business and have merely purchased these leases as a gamble
and as a result of high pressuring. For instance, I and my associates
own an eighty (80) acre State lease in Section 2, Township 29 North,
Range 9 West, and as far as I can tell, thia is the largest lease in this
section, the other owners being scattered from New Mexico to St. Albany,
Oregon, Merion, Pennsylvania, and Silvis, Illinois. Unless the area is
communitized, and develcpment tekes place on this section, both myself
as an operator and the State of New Mexico as a royelty owner will
probably find ourselves in the dilemma of either being unable to develop
due to wide spacing or if we are allowed to drill a well, being cut
down in our production due to ratable taking. The single operator can
not buy out these small interests or carry them out of production. On
the other hand, a large commnity interest can do this. As to the small
lease owners on patented lands, simliiar circumstances prevail, 1I¢ is
for these reasons and for the purposes of conservation and orderly
development that I, from the practical standpoint, propose and recommend

the followings




Messrs. Morrell and Spurrier
Ooctober 16, 1948,
P‘EO 2.

l -

(a)

To promptly unitize (communitize) the "operating” interest within
an areas that is thought likely to produce from the Mesa Verde
formation {Cliff House and Point Lookout).

It is suggested that this area initially be smaller than that
already proposed. If, as and when it appears quite certain that
the productive area might expand beyond the initially formed
unitized area, additional operating and mineral interests can be
added to the unitized area. When such unit is formed, each
operating interest within it would have the same interest in each
well drilled within the unit. His operating interest would be
proportionate as his total lease acreage is to the tgtal 5f all
acreage in the unit.

As to the wells already drilled and capable of producing {(Florence-
Wood River and Stanolind), reasonable charges should te made against
the other operators for their share of the costs of these wells.

Southern Union-Delhi, as an incentive to provide an outlet,
would hawe a proportional share in production with or without
drilling additional wells,

To promptly unitize (communitize) the ™mineral® (royalty)

interests on patented lands within the unitized operating area

imto drilling plats as large as practical (maximm 640 acres-

minimum 160 scres). The royalty need not be unitized under

Federal or State lands except in isolated border cases. It is

foolish to suppose that a ten acre royalty owner on patented

land will permit his small interest to be unitized (communitized)

with all the other 31,000 royalty ascres, mostly Pederal and State.
communi tiz Ing royalty interests on patented lands into practical

drilling plats, the drilling pattern on patented lands would be

about the same as on Federal and State lands., If these proposals

are accepted, some patented land may have a greater density of wells

than the Federal or Stete land. This would make no difference to the

operating owners who have the same proportional share in all wells.

Production allowables per well (ratable take) would compensate the

Federal and State royalty holdings.

The unitized area would be operated by a unit operator chosen by
a majority vote of the operating interests under a unit operating
agreement oomparatle to that form adopted by the Midcontinent

0il & Gas Asgsociation, copy of which is enclosed.

To summarize the above,

unless the operating interests on State end patented lands are
unitized (communitized) with the operating interests on Federal
lends, these State and patented lands will be the laat to be
drilled and thus receive irreparable damage from drainage.




Messrs. Morrell and Spurrier
October 16, 1948
Pago Se

(b) unless the mineral (royalty) interests on patented lands are
unitized (communitized) on a size plat practical to unitize
and drill, patented lands will be the last to be drilled and
thus receive irreparsble damage from drainage.

Very truly yours,

4 - “/ Y tl
%M}fﬂf’/ 7 i

TBSims Thomas B. Soott, Jr.
Ene - Unit Operating Agreement (Model Form)

CC: Stanolind 0il & Gas Company
P. 0. Box 335
Albugquerque, Yew Mexico

Florence Drilling Company
Aztec, New Mexico

Wood River 0il & Refining Co.
Wichita, Kansas

Mr. Frank A. Schults

Delhi 0il Corporation
Southern Union Gas Company
Burt Building

Dallas, Temxs

Mr, P. B, English, Byrd Frost, Inc.
Farmington, New Mexico
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wempmtmmaT et UNIT OPERATING sttt
AGREEMENT

This Agreement, Made and entered into this

parties signatoey hereto:

19......., between the

WITNESSETH: THAT,

WHEREAS, cach of the partics hetcto represents that he or it 18 the owner of valid, subsisting and merchantable oil and gas leases upon
and covering certain lands sitvated ino L e e County (Parish), State of ., 28
set forth opposite the names of cach of said partics on the schedule of leases attachied hereto, marked “Exhibit A and made a part hereof,
said leases covering an aggregate of.. ... ... i e e 4 s eeeese e . ACTES, MOTE OF less; and

WHEREAS. with the view of more economically operating said lcases for the extraction of o1l and gas, the parties desire to unitize said
leases into a common ownership to the end that each of said parties will own an undivided interest in the whole thercof proportionate to the
ratio which each party's present ownership bears to the cntire unitized area, and to develop and operate said leases as a unit but in harmony

with the terms, conditions and provisions of said oil and gas leases:

NOW, THEREFORE, in consideration of the piemises and of the mutual covenants and agrcements herein contained, said parties have

contracted and agreed, as follows:

I. UNITIZATION OF LEASES

To exccute and deliver assigninents in the mannd hiereinafter provided to the end that cach of the parties shall be vested with title to

o

)
an undivided intercst in the oil and gas leases described in the schedule attached hereto. marked “Exhibit A™, in the proportion that each
party’s present interest in the acreage within the unitized area bears to the entire unitized area.

The unitizations of said leases shali be accomplished in the following manner, to-wit:

Each of the parties, other than the examining party as hereinalter rcferred to, shall, within

days from the date hereof, submit abstracts and all title papers on his or its respective intercst in leases to be included within the unitized

area to

hereby designated and appomted as the Exa’mmng Farty, for the purpose of causing such abstracts and title papers to be examined by his
or its attorneys on behalf of all the parties hereto.  Abstracts and title papers on the respective interest in leases to be included within the

unitized area by said examining party shall be submitted to.. ettt e

for examination by his or its attorneys. All of such examinations shall be made wnhout Lharge to the other parties. Such cxaminations
shall include an examination of the form of said leases and the opiniun of said attorneys as to the condition of said titles shall be binding

and conclusive on the parties.

If such examining attorneys shall {ind that any lezse or leases covered by this agrecment have less than...

months within which to complete a well on the leased premises, to prevent the termination or expiration of such lease, said attorneys sha]l

make a rcquirement that the owner or owners of any such lease or {eases shall, within thirty (30) days after notice of such requirement, at his

or its sole cost and expense, secure a renewal or extension of said lease or leases for a period of not less than...
Should any owner or holder of any such leasz or leases fail or elect not to secure such renewal or extension then at the eiecuon of the other
parties hereto, such title may be rejected, and thereupon any of the parties hereto may withdraw from this agreement by giving ten (10) days’

written notice to the other parties of his or its election to so withdraw.

Said attorneys shall report requirements. delinquencies and defects in titles to the respective parties, who shall exercise due diligence to
r'emcdy the same. The disapproval or rejection of title to any lease of any party hereto shall opesate to reduce the proportionate interest of
such party in the unitized area and the proportionate interest of the other parties shall be increased accordinziy, and the disapproval or rejec-
tior: of all the titles of any one party shall relieve such party from further liability and from further participation in the benefits hereunder.
Should the titles of any of the parties hereto be finally rejected, in whole or in part, notice thereof shail be given to the remaining parties
and thereupon any of the parties may withdraw from this agreement by giving writfen notive, ‘within ten (10) days, to the other parties of
his or its election so to do. Thereupon the parties hereto, or such remaining parties as may elect to proceed hereunder, shall be vested with
title to an undivided interest in the unitized area in the proportion that each party’s interest in the acreage bears to the whole thereof. There-
after, each of the parties shall bear his or its proportionate part of the loss of any or all titles that may for any reason fail.

Upon the completion of the well hereinafter provided for, each of the parties hereto, or such remaining parties as shall have elected
to proceed hereunder, shall execute, acknowledge and deliver to one another assignments of undivided interests in the leases covering the
entire unitized area, to the end that each of the parties shall be vested with record dtle to his or its undivided interest in the unitized area,
as herein provided for. Such assignments shall be made subject to and shall incorporate this agreement by specific reference thereto. Upon
acceptance and approval of titles. as aforesaid, the following provisions of this agrcement shall become operative.

II. EFFECTIVE PERIOD

This agrecment is to remain in force for the full term of any and all of the leases ir the unitized area and of any renewals or extensions

thereof, whether by production or otherwise, and may be terminated only by the consent of the parties hereto owning proportionate interests

agpregating not less than .o L peT cent of the unil: provided, that if any party so desires, he or
it may be released from all oblxgazrom and habihty not prcvnous!y mcurred under this agreement by assizning, conveying and transferring
to the other parties hereto all of his or its right. title and interest in the leases covered hercby, said assizned interest to be held by the
assignecs 1n proportion to their then respective interests in the unitized acreage. Thereupon. the right of such party t¢ any benchits thereafter




sccruing hercunder shall ceasc; provided, however . b amsignment shall not relieve said assgning party trom any liabilities incurred prior to the ezecution and delivery
of any such ammgnmcnt

. JOINT OPERATIONS

The leaschold estates embraced in waid unitized area shall be owned, developed and operated under the terms of this agreement for the joint beneft of the parties
hereto, and all cost and cxpensc in connection therewith shall be borne in the proporaon in which s3id unitized irases are owned by the parties. The parties shall scverally
own theit respective proportions of the working intcrest in the cil and gas that may he produced therefrom. Income and liabilities accrued or incurred shall be shared and
bome in said proportion, cach party being entitled to receive his or its proportion of income and shall be luable tor his or its proportionate pant of all cost and expense.

IV. OPERATOR

The term “"Operator’”, as hercin uscd. shall be construcd to mean the party designasted as such by the Advissey Committee, an hereinafter created.

V. RENTALS

Each party shall, before the due date, pay .l delay tentals which may become due lessors, or their successnre in interest, under the lcase or leases which be or it
has contributed to the unitized ares as described in “Exhibit A, and each party so paying said rentals shall within ten {10) days after said rentals have been paid notify
Opetator hereinafter designated of such payment ot payments and submit evidence thercof. The party paying such rentals shall charge the other partics with their trespective
proportion or proportions of such rental.

If any party fails to use reasonable diligence to timely pay such delay rental and any leasc or leases are forfcited by reason thereof, said party, at his or ite sok cost
and expensc, shall obtain a new lease on the land covered by aaid forfeited lease and contribute the same to the unit, and failing so to do shall be liable to the remaining
parties for the reasonable market value of their interest in such {orfeited leasc.

Each of the parties hercto, as soon as practicable after the exccution of this agrecment. shall furmish Operator. hereinaflter designated, a statement of his or its leases
to be included within the unitized arca containing a description of the land covered thereby and the due datc for any delay rentals under the terms of any and all such
lcases. Operator shall, at least sixty (6M) days before the due date for any such delay rental or rentals, notifly the party charged with the payment of such delay rental or
rentals of the due date for the payment thercof, but Qperator shall not be liable for failure to so notfy any party so charged with the payment of said delay rental or
rentals not for the failure or neglect of such pary to pay said rental or rentals as hercinabove provided.

V1. ADVISORY COMMITYEE

An Advisory Committee is hercbv created, hereinzfter designated as the "Committee™, consisting of a representative of cach of the parties beretn.  Each panty
shall immcdiately designate its commitice member and shall give notice, in writing, thereof to Operator.  Fach party shall have the right at any time to substitute another
person as his o1 its commirtec member by notifying Operator in writing. The member of the Commuttee designated by Operator shall be the Chairman of the Committee.

It shall be the duty of the Committee to advise and confer with Operator to the extent hercin provided

Bach member of the Committce shall have 2 vote in the proportion which the intcrest of his or its principal bears to the entire unitied area. A vote of the
majority interests shall be binding upon all the panties; provided, however, that should the interest of any one of the partics hercto be a majority interest, the vote of at
Jeant
intercst to bind all the parties.

-other members of the Committee shall be required in addition to the vote of the representative of such majority

VI1. FUNCTIONS OF COMMITTEE
The Committee shall have the pawer and it shall be its duty:

(2) From time to time, when it dcems it necessary or expedicnt to designate one of the partics herctn as Operator to carry on operations of the lcased premises
for oil and gas under the terms hercof; and when deemed necessary or expedient, to substitute and replace Operator with another of the partics hereto; provided, such

substitution shall not be effective until
sooner consents thereto.

. ....daye after written notice thereof to the then existing Operator, unless such Operator

(b) To dctermune the extent of drilling npeiations to be carricd on by Operator and to approve or disapprove the contemplated drilling of any well or wells,
and the location thereof: provided the consent and approval of the drilling of any well shall be construed to mean the approval of all necessary expenditures in drilling,
completing and equipping such wel!, including the nccessary lease tankage.

{¢) To approve or disapprove the abandonment of any well or wells.

(d) To direce Operator to carry or not to carry public liability or other forms of insurance, ¢xcept as bereafter presctibed by Paragraph XIUI.  If insurance is to
be carried, the Committee shall determinc and prescribe the various types and amounts of coverage and may designate the carrier thereof.

(e} To pass upon and approve or disapprosce Operator’s advance estimatcs of costs and cxpenditures.

(f) To approve or disapprove any proposed expenditures of OQCrator in 3NY SUM iN EXCEES Of o oriuerurmsiocemras e somemesise sosesemsmemersaesseses o e sesmsasseneseus serensereees ....Dollars

L& ZO RS, }. cxcept as provided in subdivision “7(b)" hereof. o
(g) To approve or disapprove the proposcd sale and disposition of surplus materials and equipment by Operator.

(h) To compromise or ecffect scttlemerts of matcrial overages and shortages detcrmined at time of inventories which cannot be settled, compromised or agreed
upon by the auditors., for the purpose of effecting prompt reconciliation of the inventorics to the records of the paities hereto.

(i) To meet regularly at the call of the Chairman for the purpose of considering any business afecting the unitized area: provided, howcver, that a period of
not more than three (3) months shall elapsc between any two meerings, and provided further that any party heretn shall be entitled to call 2 meeting of the Committee
upon the failure of the Chairman 30 to do.

(i) The Committee may, at its option, employ an auditor ar inspector to represent all of the partics hereto in auditing, inspecting and checking Opurator’s books
and records rclating to said unitized properties. the expense of such wnrk to be charged to the joint accounts.

VII. EMPLOYEES

The number of employees, the selection of such employees, the hours of labor and the compensation for services to be paid any and all such emplovers, shall
be determined by Opcrator.  Such emplovees shall be the employees of Operator.

IX. DESIGNATION OF OPERATOR AND TEST WELL

Effective with the approval of titlcs, and until the Committee may otherwise disect, the parties hereto designate

one of the parties hereto, as Operator, who shall within

days thereafter, or within such time as may be fized by the Commintee, commence the drilling of a well for oil and gas upon the following location:..

and prosecute the drilling of said well with diligence and dispatch to a2 depth sufficient to test the for.

usually d at an approxi depth  of. fert, unless otherwise directed by the Committee.
X. AUTHORITY FOR INCURRING OF EXPENDITURES

Operator before incurring any item of expenditure in excess of Dollars ($.ceeeae e eeensanens ).
except expenditures for the drilling and cquipment of wells specifically authorized by the Committee, shall sccure the express conment and approval of the Commitice

thereto. Opcrator shall, upon request, furnish copies of its authority for expenditures for any projest cosing in excess of
Dollars (3 ).

XI. DRILLING OPERATIONS

All wxlls drilled on the unitized arca shall be drilled on 3 competitive conmsact basis at the usual rates prevaling in the field in which said leases ase located.
Operator. if it so desires, may cmploy its own tools and equipment in the dnlling of wells, but in such cvent the cbarge therefor shall not exceed the prevailing

MARGIN
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Attached to and made a part of ... e e .

ACCOUNTING PROCEDURE
(UNIT AND JOINT LEASE SCHEDULE)

The term “joint property™ as herein used shall be construed to mean the subject area covered by the agreement to which this
"Accounting Procedure” is attached.

The term “Operator™ as herein used shall be construed to mean the party designated to conduct the development and operation of
the leased premises for the joint account.

The terin “Non-operator™ as herein used shall be construed to mean any one or more of the nen-operating parties.

Operator shall bill Noen-operator on or before the last day of each month for its proportionate share of costs and expenditures during
the preceding calendar month. Itemized statements shall accompany such bills. Bach party shall pay its proportion of all such bills within
fifteen (15) days after the receipt thereof. If payment is not made within such ‘time, the unpaid ~alnmc shall hear interest at the rate of
six per cent (6%) per annum until paid. Payment of any such bill shall not prc]udlce the right of any party o protest or question the

correctness thereof; provided that Opcrator shall not be rcquired to adjust any item unless a claim therefor has been presented within a
period of two (2) years from the date of the rendition of anv itemized statement.

1. DEVELOPMENT AND OPERATING CHARGES
Subject to limitations hereinalter prescribed, Operator shall charge the joint account with the following items:

(1} Delay or other rentals, when such rentals are paid by Operator for the joint account: rovalties, when not paid direct to royalty owners
by the purchaser of the oil. gas, casinghead gas or other products.

(2) Labor, teaming and other services necessary for the development, maintenance and operation of the joint property.

(3) Materials, equipment and supplies purchased and/or furnished by QOperator from its warehouse stocks or from its other leases for use on
the joint property. In so far as is practical and consistent with efficient and economical operation, only such materials shall be pur-
chased for cr transferred to the joint property as are required for immediate use, and the accemulation of warehouse and/or lease stock
on the joint property shall be avoided.

(4) Moving materials to the joint property from vendor's or from Operator’s warchouse in the district or {rom other properties of Oper-
ator, but in either of the last events no charge shall be made to the joint account for a distance greater than the distance {rom the
nearest reliable supply store or railway receiving point

Moving surplus materiais from the joint property to outstde vendees, if sold f. o.b. destination, or minor returns to Opcrator’s ware-
house or other storage point. No charge shall be made to the joint account for moving major surplus materials to Operator’s ware-
house or other storage point for a distance greater than the distance to the nearcst reliable supply store or railway receiving point,
except by special agreeracnt with Non-operator: and no charge shail be made to the joint account for moving materials to other
propertties belonging to Operator, except by special agreement with Non-operator.

(6) Use of and scrvice by Operater’s exclusively owned cquipment and utilities as provided in Paragraph (6) of Section II: “Basis of
Charges to Joint Account.”

—
i
-

(7) Damages or losses incurred by fire. flood, storm or from any other cause noi controliable by Operator through the exercise of reasonable
diligence. Operator shall furnish Nor-operator written notize of damages or losses incurred by fre, storm, flood or other natural or
accidental causes as soon as practicable after report of the same has been received by Operator.

(8) Expences of litigation, liens. judgments and liquidated claims involving the joint property or incident to its development and operation.
Actual expenses incurred by Operator or Non-operator in securing evidence pertaining to the joint property shall be a proper charge
against the jeint account.

(a) When any case, by prior agreement, is handled by Operator’s and/or Non-operator’s legal staff, thereby eliminating the retaining of
outside \OUH‘CI, a charge commensurate with the cost of services rendered may be made to the joint account. Charges of this
naturc shall not be rendered until the respective legal dcpartmcnts have azreed upon the proper amount.

(b) Fecs and expenses of outside attorneys shall not bc charged to the joint account cxcep: where the employment of such outside
attorneys is authorized by a votc of the majority interests.

(9) All taxes paid for the benefit of the parties hereto including ad valorem. property, gross production
assessed against the jointly-owned properties. the production therefrom or the operations thereon.

(10) Insurance:

, occupation and any other taxes sen

(a) Premiums paid for insurance carried for the benefit of the joint account together with all expenditures incurred and paid in
settlement of any and all losses, claims, damages, judements and otler expenses, including legal services, not recovered from insur-
ance carrier.

(b) If no insurance is required to be carried, all actual expenditures incurred and paid by Operator in settlement of any and all losses,
claims, damages, judgments and any other expenses, including legal services, shall be charged to the joint account.

(11) District and Camp Expense:

(2) District Expense: A proportionate share of the salaries and expenses of Operator’s district superintendent and other general district
employes serving the joint property whose time 1s not ailocated directly to the joint property, and a proportionate share of the
expense of maintaining and operating a district office in conducting the management of operations on the joint property and other
properties in the same locality owned and operated by Operator. such charges to be apportioned to such properties served on

the following basis: ...l

{(b) Camp Expense: The expense of prowdmg and maintaining on or in the v1cm1t) of the joint propcrty all necessary camps, housmc'
facilities for employes and bcarding employes, if necessary. When properties other than the joint property are served by these
facilities, then an eqmtable distribution of expense, incdluding depreciation, or a fair monthly rental in lieu of the investment, main-
tenance and operating cost of buildings and other camp facilities, shall be prorated against all properties so served on the follow-

ing basis: ...

(12) Overhead charges, whxch shall be in heu of any charges for any part of the compensation or salanes pald to managing oﬂ':cers and
employes of Operator, including the division superintendent, the entire staff ana expenses of the division office located at.....................
eeemeeeesteoneietes eieieeene et ee e et e s aae s sae e e eetaeessenenensiae e e eee e . @Ny poOTtiOn Of the office expense of the principal business office located at

eeeene e ae s et eanemmaa s e e ree e ee e ean ceeeeeieeremneeneree ey, DUE RO 0 Dieu of field office expenses incurred in operating any such
propemes and such overhead charges do not 1m.lude any other expenses of Operator incurred in the development and operation of
said properties, and Operator shall have the right to assess against the joint property covered hereby the following overhead charges:

(a) §.. .per month for each drilling well, beginning on the date the well is spudded and terminating when it is on pro-

ducuon or is plugged as the case may be, except that no charge shall be made during suspension of drilling operations for fifteen
(15) or more consecuuv; days.

(b) $. . .oeieeeiievee..per well per month for the first five (5} producing wells.
(€) S per well per month for the second five (5) producing wells.
(d) §$... ...per well per month for all producing wells over ten {10).

In connection thh overhcad charges, the status of wells shall be as foilows:

(1) In-put or key wells shall be included in overhead schedule the same as produdng oil wells.

(2) Producing gas wells shall be included in overhead schedule the same as producing o1l wells.

(3) Wells permanently shut down but on which plugging operations are deferred, shall be dropped from overhead schedule at the
time the shutdown is effected. When such wells are plugged, overhead shall be charged at the producing well rate during the
time required for the plugging operation.

(4) Wells being plugged back or drilled deeper shall be included in overhecad schedule the same as drilling wells.

(5) Wells which are shut down temporarily and later replaced on production. If and when a well is shut down (other than for pro-

ration) and not produced or worked upon for a peniod of a full calendar month, it shall not be included on the overhead schedule
for such month.

- (6) Salt water disposal wells shall not be included in overhead schedule.

The above spedfic overhead rates may be amended from time to time by agreement between Operator and Non-operator if. in practice.
they are found to be insufficies: or excessive.
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Warehouse Handling Charges: . . ettt e e e e e e ettt e ohea et et rea e et v ee s e e a b e e an e e emaa s g aes e aer st e

Any other expenditure incurred by Operator for the necessary and proper development, maintenance and operation of the joint prop:
erty, except that Operator shall not charge the joint account with any expenditure or contnbution made by Operator towards employes

stock purchase plan, group life insurance, pension, retirement. or bonus, other than such expenditures ¢r contnibutions imposed or assessed
by govert.mental authaority.

Il. BASIS OF CHARGES TO JOINT ACCOUNT

Qutside Purchases: A}l materials and equipment purchased and ail service procured from ocutside sources shall be charged at their actual

cost to Operator, after deducting any and all trade and/or cash discounts actually allowed ofl invoices, or received by Operator.

New matenals furnished by Qperator (Conditton “A'):

New materials transferred to the joint property trom QOperato:'s Ler s owiher propeities shall be priced foo b the nearest
supply store or railway receiving point at replacement coct of the <ame kind of mauterals  This will snclude large equipment such as
tanks, rigs, pumps, boilers and cnaines.  All tubular geods (27 and over) shall be charged on the basis of mill shipnient or carload
price. ther materials, where the replacement cost cannot be readily ascertanied. may, for the purposes of consistency and con-
venience, be charged on the basis of a reputabie <upply company's preferential list price {. 0. b. nearest supply store or railway receiving
point to the joint property prevailing on the date of tiansfer ¢f the materials to the joint property.

In determining the value of any transferred materials. ali special and preferenual discounts shall be allowed but the regular cash
discount shall rot be considered.

Sccondhand materials [urnished by Operator (Conditions "B and “C™):

(a) Tubular goods (27 and over). fitings, machinery and other egnipment which is sn <onnd and scrviceable condition at date of
tran<fer, will be clasced as candition "B and charged at 799 «f the price of new materals, in accordance with the provisions of
Parasraph (2) above.

(b) Tanks, derricks. and buildings or other equipment involving erection costs shall be charged on a basis not to exceed 75% of
knocked-down new price for simitlar materials.

(<) Other secondhand materials, such as units of machinery or other cqupment that is serviceable, but substantially not good enough
to be considered first-class secondhand material when ttansferied to the joint property, shall be classed as condition "C" and
charged at 50% of the new price.

(d) There may alio be cases where some items of equipment, due to the'r unusual condition, should be faitly and cquitably priced
by Operator.

Warranty of Materials Furnished by Operator: Operator does not warrant the materials furnished from its warchouse or other prop-

erties beyond or back of the dealer’s or manufacturer’s guaranty, and in case of defective materials, credit shall not he pasced until

adjustment has been reccived by Operator from the manufacturers or their agents.

If materials required are not avaitable in Operator’s surplus stocks, Operator shall, whenever in its judgment it is practical 1o do so,

give Non-opetaioi opportunity of {arniching the materials required in proportion to his or its interest, provided that the same van be

furnished at the time such materials are required, and further provided that any such materials so furnished shall be in condition
acveptable to Operztor and shall be charged to the joint account aa the same terms and conditions as are provided herein to cover the
furnishing of materials by Opcrator.

.

Operitor’s Exclusively-owned Facitities: The following rates <hall apply to service rendered to the joint property by facilities owned

exclusively by Operator: )

(2) Water cervice, gas. teaming, power, and compiesso: service: Al at rates currently prevailing in the field where the joint property
is located.

(b) Automotive Equipment: Rates commensurare with cost of ownership and operation and in line with s;hcdufe of rates adopted _by
the Petroleum Motor Transport Association as recommended uniform standardized charges against the joint account.  Automotive
charaes will be based on use in actual service on or in connection with the joint property. Truck, tractor and pulling unit rates
<hall include wages and expenses of driver.

(¢} A fair rate shall be charged fur the use of drilling and cleaning-out tocls and any other items of Operator’s fullv-owned machinery
or equipment which shall be ample to cover maintenance, repairs. dep-ediation and the service furnished the joint property. Pro-
vided, however, that such charges shall not exceed thnse currently prevailing in the fleld where the joint property is located.

{d) Whenever requested. Operator shall inform Non-operator in advance of the rates it proposes to charge.

(e} Rates shall be revised and adjusted from time to time when found to be eithcr excessive or insutlicient

III. DISPOSAL OF LEASE EQUIPMENT AND MATERIALS

Materials purchased by Operator shall be credited to the joint account and included in the monthly statement of operations for the month

in which the materials are removed from the joint property.

Materfals purchased by Non-operator shall be invoiced by Operator and paid for by Non-operator to Operator immediately following

receipt of invoice and delivery of materials. Operator shall thereupon immediately pass credit to the joint account and include the same

in the ronthly statement of operatiens for the month in which the materials were pa:d for by Non-operator.

Division of material. in kind. if made between Operator and Non-operator, shall be in proportion to their respective interests in the

jomt property.  Each party will chercupon be charged irdividvally with the valve of the materials received or receivable and cor-

responding credits will be made to the joint account by Operator, and both credits shall appear in the same muonthly operating statement.

S1les to outsiders of major materials shall be made only with the consent of Non-operator as to both terms and price and where made

the prosecds shall be credited by Operator to the joint account at the full amount collected from vendee. Any claims by vendee for

defective materials or otherwise shall be charged back to the joint account, 1f and when paid by Operator.

iV. BASIS OF PRICING MATERIALS TRANSFERRED FROM JOINT ACCOUNT
Materials and equipment purchased by either Operator or Non-operator, or divided in kind between them, unless otherwise 2¢reed,
be valued on the following basis of condition and price: (New price as used in the followin, paragraphs shall have the same meaning

and application as that used ahove in Section 1I: “Basis ni Charges to Joint Account.™)

(1)
(2)

(4}

(5

~—

(6)
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(3)

(4)

(%)
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New Materials:  (Conditien “A™) being new cquipment or supplics purchased or procured for the joint property but never used

thereon: at 100% of current new prices.

Good Seconithand Materials: (Condition “B™) being good serviceable materials which are further usable without repair. ac:

(2) 75% of current new prices, if materials were new when originally charged to the joint property. )

(b) 75% of current new prices less depreciation consistent with their usage on and service to the joint property, if materials were

originally charged to the joint property as secondhand at 75% of new prices.

Other Used Materials: {Condition “"C™) being materials further usable for their original function only after repair and reconditioning:

at 50% of current new prices. .

Bad Order Materials: {Condition “"D™) being materials not further usable for their orniginal function but for possible other service: at
d . g g ;

25% ol current new prices.

Juak: (Condition “"E") being obsolete and unserviceable materials: at prevailing junk prices in the districc. Where practicable, junk

should be disposed of at the joint property. )

Temporarily Used Materials: When the use of certain items of equipment on the joint properzy has Leen only temporary, and the time

ef actual use thereun does not justify the deduction of depreciatinn as listed in (a} and (b) of Paragraph (2) hereof, such materials

will be priced on a basis that will leave a net charge against the joint account consistent with the service rendered and adequate for the
time the materials were in use.

V. INVENTORIES
Periodic inventories sha!l he take:: by Operator of the materials and equipment on the joint property, which shall include such mateiials
and equipment as are ordinarily considered controllable by operators of nil and was properties.
Notice of intention to take inventory shall be given by Operator to Non-operator a2 week before any inventory is to begin, so that
Non-opcrator may be representcd when any inventory is being taken.
Special inventories shall be taken whenever there is any sale or change of interest in the joint property, and it shall ke the duiy of
the party sclling to notify the other party as cuickly as possible after the transfer of interest takes place. In such cases both the seller
and the purchaser shall be represented and shali be governed by the joint inventory.
If the initial test on the joint property is a dry hole and no further tests thereon are immediately contemplated. Non-operator may
require that an inveatory be taken of ail matenals @t snon as the casing has been recovered {rom the well and that the materials be
classified before any matenials are removed from the joint property by Operator or othervise disposed of.
Failure of Non-operatur to be reprezented at the physical ‘rventory shall bind it to accept the inventory taken by Operator who shall
in that event furnish Non-operator with a copy thereof.
Reconciliation of inventory with charges to the joint accourt <hall be made by easch party at interest. and a list of overages and short-
azes shall be jointly determined by Operator and Non-opetatar.
Inventory adjustmente shall be made by Operator on the ivint account for overages and shortages, but Operator shall only be held
zccountable to Non-operator {or shortages due to lack of reasonable diligence.
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rate in the feld; and such work shail be performed by Operator undet the same terms and conditions as shall be customary and usual in the field in contracts of
independent contractors who are doing work of a similar nature.  All drilling contracts shall contain appropriate provisions that any wells driiled on the unitized area.
when completed, shall not deviate in excess of v degrees (5°) from perpendicular,

XIl. CQONTROL AND CQOSTS OF OPERATION

Operator shall have full conurol and, subject to the terms of this agreement, shall conduct and manage the development and operation of the unitived area for the
production of oil and gas for the joint account of the parties hereto. It shall pay and discharge all cost and expense incutted and shall charge the other parties bereto
with their respective proportionate sbare upon the cost and expense basis provided for in the '‘Accounting Procedure™, attached hereto as “"Bxhibit B'". and which
is by reference made a part of this agreement as though set {orth at length berein.

Operator shall at all times keep the joint interest of the parties hereto, in and to the leases and cquipment thereon, free and clear of all labor and mechanice®
liens and ercumbrances

XIII. INSURANCE

Operator shall carry workmen’s compensation and employer’s liability insurance as required by the laws of the State of :
provided, bowever, that Operator may. with the consent of the Committee, be a self-insurer as to either or both of such risks. Operator shall carry such other forme of
insurance for the joint benefit of the parties bereto in such amount or amounts ae shall be dirccted by the Committee and it ahall be the duty of the Operator to keep
all such insurance in force and eflcct at all times while operations are conducted on the unitized area.

XIV. APPORTIONMENT OF COST AND EXPENSE

Each of the parties shall promptly pay and discharge its proportionate part of all cost and expense upon the basis 2s ser forth in the "Accounting Procedure™',
attached hereto as “'Exhibit B’

XV. ADVANCES

Operator, at its clection, may ::quire the parties hereto to advance their reapective proportion of development and operating cost according to the following
conditions: On or before the first day of cach calendar month, Operator shall submit an itemized estimatc of such cost for the succeeding civlendar month to the Com-
mittee for its approval.  Upon approval of such estimate by the Committee, Operator shall submit a copy thereof to each of the partics with a request for the payment
of his or its proportionatc part thercof. Within ten (10) days thereafter, cach of the parties shall pay. or sccure the payment in a manner satisfactory to Operator, his
or its proportionate share of such cstimate.

Should any party iail and ncglect to pay, or secure the payment, of his or ita proportionate part of such estimate, the same shall bear interest at the raze of
six per cent (6%} per annum until paid. Adjustments between catimates and aceual costs shall be made by Operator ac the close of each calendar month, and the
accounts of the partics adjusted accordingly.

XVI. LIABILITY

The liability of the partics hereunder shall be several, and not joint or collective. Each party shall be responsible only for his or its obligations, as herein set

out, ang shaii be liabie only for his or it propuriiunaic #haite of ihe cost of dewelopin

o and neerarine
& angd operaning

XVII. OPERATOR'S LIEN

Operator shall have a lien on the interest of each of the parties in said leascs, the oil and gas produced therefrom, the procceds thereof, and the muterial and
equipment thereon, to secure the payment of his or its proportionate part of the cest and expense of developing and operating the unitized premiscs, and to secure the
payment by any such party of his or its proportionate part of any advance cstimate of such cost and expense.

XVIII. CONTRIBUTION

In the event of the negleer or failure of any non-opcrator to prowaptly pav his or its proportionate part of the cost and expense of development and operation
when due, as bercinabove provided, the other non-operators and Operator shall, within thitty (39) days after the rendition of statements thercfor by Operator, contribute
to the payment of the delinquent indebtedricss of any such non operator in the proportion that the interest of each bears 1o the toral of all such intcrest. Upon the
payment by such delinquent or defauiting non-operator to Operator of any amcunt or amounts on such delinquent indebtedness, the amount or amounts so paid shall be
distributed and paid by Operator to the other non-operators and Opcrator to the extent of the contribution so made to the payment of such delinquent indebtedness.

XIX. DISPOSITION OF PRODUCTION

Each of the parties hcreto shall have the right and privilege, upon reasonable notice to Operator, and upon the payment of, or securing the payment of the
royalty intcrest thercon, of receiving in kind or of scparatcly disposing of his or ite proportionate share of the oil and gas produced and saved from the unitized premises:
provided, bowever, thar in the event »of the faillure or neglect of any party to exercise the right and privilege of receiving in kind or scparately disposing of his or its
proportionate sharc of such production, Operator shall havc the right to purchase any such o:f and gas for its own account, or to sell the sume to any cof the parties
hereto, or to others, at not less than the prevaiding market pricc.

Any extra expenditure incurred by reason of the delivery of its proportionate part of the production to any one party shall be borne by such party.

XX. DISTRIBUTION OF INCOME

All income rcecived by Operator. derived from the jointly cwned leasehold estates, shall be distributed 1o the parties hereto an che proport:on in which said leases
are owned, such distribution to be made when sich income s roceived

XXI. SURPLUS MATERIAL AND EQUIPMENT

Surplus material and equipment from the unitized area, when, in the judgment of Operator, the same are not necessary for the development and operation of
the leased premiscs, may, with the approval of the Committee, be divided in kind or sold to any of the parties hereto, or to others, for the benche of the joint
account. Proper charges and credits shall be made by Operator as provided in the “"Accounting Proccdure™, attached hereto as “Exhibir B,

XXI1. RIGHT OF PARTIES TO INSPECT PROPERTY AND RECORDS

The following specific rights, privileges and ocbligations of the partics hercto are hereby expressly provided. but not by way of bmitation or exclusion of any
other rights, privileges and obligations of the reepective partics:

(a) Any party hereto shall have access to the entire unitized ares, at all reasonable rimes, to inspect and observe operations of every kind and character upon
the property.

(b) Any party hereto shall have access. at all reasonable times, to any and all information pertaining ta wells drilled, production sccured, oil marketed. and
to the books, records and vouchers relating to the operation of thc wunitized area.

(¢) Operator shall, upon request, furnish the cther partics hercto with daily Jrilling reports, true and cumplete copies of well logs, tank tables, daily gauge
and run tickets and reports of stack on hand at the first of cach month, and shall also. upon request. make available samples and cuttings from any and all welis
drilled on the unitized area.

XXII. TRANSFERS OF INTEREST

No assignment, mortgage or other transfer affecting the leases covered hereby. the production therefrom. or equipment thereon, shall be made unless the same
shall cover the entire undivided intcrest of assignor. mortgagor or seller in all said leases; it being the inrent of this provision to maintsin the unit ownership,
development and operation of the unitized arca; provided that the sale of a lesscr interest than the sclier’s cntire undivided irterest may be made upon securing the
unanimous approval of the Commitree thereto in writing.

In the event any party desires to sell all or any part of his or its intcrest in the unitized area, the other parties hereto shall have a prefercntial right to purchase
the same. In such event. the selling party shall promptly communicate to the other parties hereto the offer received by him or it from a prospective purchoser reads.
willing and able to purchasc the samc, together with the nime and address of such prospective purchaser, and said parties shall thereupon bave an option for a
period of ten (10) days after the receipt of said notice to purchase such undivided interest for the benefit of the remaining pattizs hercto as may 2grec to purchase
the same; provided that any interest so acquirzd shall be sharcd by the parties purchasing the same upon the basis of their then existing interesc in the uniticed area:
provided, further, the limitations of this paragraph shall not apply where any party bercto desires to dispose of its interest by merger. reorganization, consolidation
or sale of all its assets. or a sale of its interest bereunder to a2 subsidiary or to any company in which any onc party bereto owns 2 majority of the stock.

XXIV.” SURRENDER OF LEASES
No lease - embraced within the unitized area shall be surrendered unless a majority of the Committee consents thereto; provided that if the Committee, by a
majority vote, authorizes the surrender of any lease in the unitized area, and any of the parties not consenting thereto so desire. such lease shali be asigned to the
party or parties desiring the same and shzll thereupon be beld and owned by such party or partics in severalty.
XXV. REGULATIONS

All of the terms and provisions of this agreement are hercby expressly made subject to all valid rules and regulations of any duly constituted authority having
jurisdiction in the premises.

Operator shall prepare and furnish to any such duly consituted autbority, through its proper agency or department, any and all reports, statements and infor-
mation as may be requested when such reports are required to be furnished by Operator.

XXV1. MISCELLANEOUS FROVISIONS

The term “oil and gas™' wherever used in this agreement sball be construed to include casinghead gas and any other mincral deposic covered by any il and
gas lease in the unitized area.

Onperator shall not be liable for any loss of property or of time caused by strikes or riots, or by fres, tornadoes. floods or from anv otber causr hevond the




control of Operstor thiough the exctcie of reascoadle diligence.
Tlie ayreement and “Exbibac A and “Exbibi B, attached bereto, contun &ll the terms and provisions as agreed to by the parties hereto

, This agreement shall estend to and bind the respective heirs, enecurcrs, administrators, s and amigns of the parties bereto, and it is hereby agreed
thet the terqe and provippns herpof shall ponstituee 3 covenans running with the lands and leaschold emates covered hercby.

IN WITNESS WHERFOF, the parties bereto have signed this agreement the day and year frse hereinbefore wriuren.

ATTEST:
Secretaty. T President.
First Party
ATTEST:
- &Cl"ur,- ST Prc-id:nL
» Second Party
ATTEST
L aeeen e 8 s s 4 4k A - &‘mx":""""" =~ T Pttlidtnl.
Third Party
ATTEST: B
- Seceetaty. T President.
Fourth Party
ATTEST:
— &C’mfy- T Prc-idcm,
Fifth Party
; ATTEST
..... Secretary. T President .
Sixth Party
ATTEST:
[ 3 — T President.
Seventh Party
ATTEST:
. o : [T President.
Eighth Party
ATTEST:
Sccretary. T . President.
Ninth Party
ATTEST:
o S S e vy
Tenth Party
E'eventh Party
- - - Twe'fth Party
(1f this agresment is to be recorded, the acknowledgment of the parties thereto should be in conformity with the vprovisions of
~ the recording laws of the state in which the subject matter is located.)

~ b 4




TURNER, HOWARD AND FRANCIS

ATTORNEYS AND I VUNSELORS AT LAW

SUITE 171 MERCANTYILE BANK BUILDING
4 GLENN TURNER
CILBERT P HOWARD
EDWARD L FRANCS

DALLAS | TEXAS

November 22, 1948

Mr. Re Re Spurrier
New Mexico 01l Conservation Commission
Santa Fe, New Mexico

,,Case Noe 163, Petition of Stanolind Oil
e and Gas Company {or well spacing in Blanco
Field,

Dear Mr. Spurrier:

Pursuant to your request, we have finally prepared
a proposed form of order of the commission in the subject
case, which was heard by the Commission on October 28, and
October 29, 1948, in Santa Fe, and are enclosing two copies
of the same herewith.

We realize that we have been very dilatory in prepar-
ing and forwarding this instrument to you. However, in
view of the fact that the evidence introduced was =o
lengthy, perhaps no harm has been donee.

. In our opinion, the Commission gave both sides a
full and fair hearing, and 1 know the order of the Commis-
sion will be in accordance with the evidence presentede

Naturally, we feel that this would mean entering an order
in accordance with the form enclosede.

Thanking you again for your consideration, we are
Yours very truly,

TURNER, HOWARD AND FRANCIS

Attorneys r Delhi 0il
Corporation.

AEM/pas T L e
Ence -L o /
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OIL CONSERVATION COMMISSIC..

SANTA FE, NEW MEXICO

13 QOctober 1548

The Astec Independaent Review

ABBC, New lexico
KE: Cases 163 & 165 - liotice
of rublicatim
Osntlemen:

Plsase publish the enclosad notice once, immediately. Please
proof-read the notice carefully and send a copy of the paper

carrying such notice.

JPON COMPLETION OF THE PUSLICATION, PLTASE SYXD PUBLISHER'S
AFFIDAVIT IN DUPLICATE.

For paymsnt please submit statement in duplicate, accompanied

by voucher exocuted in duplicate. The pecessary blanks are
enclosed.

Very truly yours,

RRS:1bsp

003 Al Greer
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CASE 165

In the matter of application of

i 990 feet west of the east line)

Juan County, liew ilexico.
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State of New Mexico,

0Oil Conservation Commission
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Mr. R, R. Spurrier

New Mexioco 0il Conservetion Cosmission
P. 0. Bax 871

Santa Fe, New llexico

Dear Mr. Spurrier:

I
T

meet:in
speocin

UNITED STATES
DEPARTMENT OF THE INTERIOR

GEOLOGICAL SURVEY
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UNIT AGReki{ENT FOR The DeVBLOPLLNT AND
CPLHATION OF THu NuhTHoAST BLANCO UNIY Alteh,
CCUNTILS CF SAN JUAN AND RIO AKKIBA
STATE Or' Nuhw mbiICO

1-Sec. No.

THIS AGRLuMENT, entered into as of the day of s 19 )

by and between the parties subscribing, ratifying, or consenting hereto, and
herein referred to as the "parties hereto';

WITNESSTH:

WHEhEAS, the parties hereto are the owners of working, royalty, or other
0il or gas interests in the unit area subject to this agreement; and

WHEREAS, the term “working interest owner" as used herein and in other
contracts betiween and among the parties relating to the subject I nds shall mean
and refer only tc¢ such an interest committed hereto as may be obligated to bear or
share, either in cash or out of production {other than by permitting the use of
unitized substances for development,production, repressuring or recycling purposes),
a portion or all of the costs or expenses of development, equipping or operating any
land within the Unit Area subject to this agreement. If the working interest in any
tract is or shall hereafter be owned by more than one party, the term "working in-~
terest owner", when used with respect to such tract, shall refer to all such parties
owning the working interest therein; and

VHEREAS, the act of February 25, 1920, L1 Stat. 437, 30 U.S.C. Sec. 181,
et. seq., as amended by the act of August 8, 1946, 60 Stat. 950, authorizes Federal
lessees and their representatives to unite with each other, or jointly or separately
with others, in collectively adopting and operating under a cooperative or unit plan
of development or operation of any oil or gas pool, field, or like area, or any part
thereof, for the purpose of more properly conserving the natural resources thereof
whenever determined and certified by the Secretary of the Interior to be necessary
or advisable in the public interest; and

WHEREAS, the Commissioner of Public Lands of the State of New iexico is
authorized by an Act of the Legislature (Chap. 88, Laws 19L3) to consent to or
approve this agreement on behalf of the State of New Mexico, insofar as it covers
and includes lands and mimeral interests of the State of Hew uexico; and

wHehilAS, the 0il Ceonservation Commission of the State of llew liexico is

authorized by an Act of the Legislature (Chap. 72, Laws 1935) to approve this agree-

ment and the ccnservation provisions hereof;




WHEREAS, the parties hereto hold sufficient intercsts in the Northeast

Blanco Unit Area to give reasonably effective control of operations thercin; and

VWHEREAS, it is the purpose of the parties hereto to conserve natural

rcsources, prevent waste, and secure other benefits obtainable through development

and operation of the area subject to this agreement under the terms, conditions, and

limitations herein sct forth;

NGV, THRKREFORE, in consideration of the premises and the promises hcrein

contained, the parties hereto commit to this agreement their respective interests

in the unit area and agree severally among themselves as follows:

1.

ENABLING ACT AND KEGUIATICNS: The act of February 25, 1920, as

amended, supra, and all valid pertinent regulations, including operating and unit

plan regulations, heretofore issued tiiereunder or valid pertinent and reasonable

regulations hercafter issued thereunder are accepted and made a part of this agree-

ment, and as to non-Federal land applicable State laws are accepted and made part

of this agreecment.

2.

UNIT AREA:

The following described land is hereby designated and

recognized as constituting the unit area:

Sec. 6
Sec. T -

Sec. 1 -
Sec. 9
Sec.10
Sec.ll
Sec 012
Sec.l3 -~
Sec.ll -
Sec.l5 -
Sec.l6 -

Sec .25 -
Sec.36 -

Sec, 2 -
Sece. 3 -
Sec. 4 -
Sece 5 -
Sec. 6 -

A1l
A1l

A1l
al

All
All
All
All
A1l
All

All
All

All
All
All
A1l
All

NE# #EX1CO FRINCIPAL MERIDIAN

Township 31 North, Range 6 liest

Sec. 18 - All Sec. 20 -
Sec. 19 -~ A1l Sec. 30 -

Township 31 North, hange 7 west

Sec. 19 - All SCC. 28 -
Sec. 20 - All Sece 29 -
Sec. 21 - All Sece 30 -
Sec. 22 - All Sec. 31 -
Sec. 23 - All Sece 32 ~
Sec., 2l = A11 Sec. 33 -
Sec. 25 - All Sece 34 -
Sec. 26 - All Sec. 35 -
Sec. 27 - All Sec. 36 -

Tovnship 31 North, Range 8 Jiest

Township 30 North, Range 7 iest

Sec. 7 - All Sec. 17 -
Sec. 8 - 411 Sec. 18 -
Sec. 9 - All Sec. 19 -
Sec.10 -~ All Sec. 20 -
Sec.16 - All Sec. 21 -

Sec. 22 -

Sec. 29 -

All
All

All
All
All
All
All
All
A1l
All
411




Townéhig 30_North, Range 8 West

Sec. 1 - All Sec, 13 - All
Sec. 12 -All Sec, 2f - All

Total Unit Area embraces 33,000 acres, more or less,

Exhibit "A"™ attached hereto is a map showning the unit area and the known
ownership of all land and leases in said area. Exhibit "B" attached hereto is a
schedule showing the percentage and kind of ownership of 0il and gas interests in
all land in the unit area. Exhibits "A" and "B" shall be revised by the Unit Oper-
ator whenever changes in the unit area or other changes render such revision
necessary, but no such revision shall be retroactive. Not less than six copies of
the revised exhibits shall be filed with the Oil and Gas Supervisor, hereinafter
referred to as "Supervisor'", and two copies with the Commissioner of Public Lands
of the State of New Mexico, hereinafter referred te as "Commissioner",

The above-described unit area shall when practicable be expanded to include
therein any additional tracts regarded as reasonably necessary or advisable for the
purposes of this agreement, or shall be contracted to exclude lands not within any
participating area whenever such expansion or contraction is necessary or advisable
to conform with the purposes of this agreement., Such exvansion or contraction shall
be in the following manner: (a) Unit Operator, on its own motion or on demand of
the Director of the Geological Survey, hereinafter referred to as "Director", or on
demand of the Commissioner, shall prepare a notice of proposed expansion or contrac-
tion describing the contemplated changes in the boundaries of the unit area, the
reasons therefor, and the proposed effective date thereof;

(b) Said notice shall be delivered to the Supervisor and Commissioner, and
copies thereof mailed to the last known address of each working interest owner,
lessee, and lessor whose interests are affected, advising that 30 days will be allow-
ed for submission to the Unit Operator of any objections;

(¢) Upon expiration of the 30-day period provided in the preceding item
(b) hereof, Unit Operator shall file with the Supervisor and Commissioner evidence
of mailing of the notice of expansion or contraction and a copy of any objections
thereto which have been filed with the Unit Operator.

(d) After due consideration of all pertinent information, the Director
and Commissioner shall approve in whole or in part or-reject the proposed expansion
or contraction. To the extent that it may be approved, such expansion or .contraction
shall become effective as of the date prescribed in the notice thereof,

All land committed to this agreement shall constitute land referred to

herein as "unitized land” or "land subject to this agrecement”,

3. UNITIZED SUBSTANCES: All oil, gas, natural gasoline, and associated
fluid hydrocarbons in any and all formations of the unitized land are unitized
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under the terms of this agreement and herein are called "unitized substances",

L. UNIT OPERATUR: Stanolind Oil and Gas Company is hereby designated as

Unit Operator and by signature heretc commits to this agreement all interests in uni-
tized substances vested in it as set forth in Exhibit "B", and agrees and consents to
accept the duties and obligations of Unit Operator for the discovery, development, ard
production of unitized substances as herein provided. Whenever reference is made
herein to the Unit Operator, such reference means the Unit Operator acting in that
capacity and not as owner of interests in unitized substances.

The Unit Operator may resign as Unit Operator whenever not in default under
this agreement, but no Unit Operator shall be relieved from the duties and obligations
of Unit Operator for a period of six months after it has served notice of intention
to resign on all owners of working interests subject hereto and the Director and Com-
missioner unless a new Unit Operator shall have been selected and approved and shall
have assumed the duties and obligations of Unit Operator prior to the expiration of
said six-month period, Unless a successor operator is to be selected and approved,
and is to assume the duties and obligations of operator prior to the effective date
of the retiring operator's relinquishment of duties, the retiring operator must place
all wells drilled hereunder in a satisfactory condition fcr suspension or abandonment
as may be required by the Supervisor and the Commissioner under applicable Federal
and State oil and gas operating regulations., Upon default or failure in the perform-
ance of its duties or obligations under this agreement, the Unit Operator may be re-
moved by a majority vote of owners of working interests determined in like manner as
herein provided for the selection of a successor Unit Operator. Prior to the effec-
tive date of relinquishment by, or within six months after removal of Unit Operator,
the duly qualified successor Unit Operator shall have an option to purchase on reason-
able terms all or any part of the equipment, material, and appurtenances in or upon
the land subject to this agreement, owned by the retiring Unit Operator and used in
its capacity as such Operator, or if no qualified successor operator has been desig-
nated, the working interest owners may purchase such equipment, material, and appurte-
nonces, At any time within the next ensuing three months any equipment, material,
and appurtenances not purchased and not necessary for the preservation 6f wells may
be removed by the retiring Unit Operator, but if not removed shall bedome the joint
property of the owners of unitized working interests in the participating area or, if
no participating area has been established, in the entire unit area. The termination
of the rights as Unit Operator under this agreement shall not terminate the right,
title, or inlLerest of such Unit Operator in its separate capacity as owner of interests
in unitized substances,

5. SUCCESSCR UNIT OPERATOR: Whenever the Unit Operator shall relinquish

the right as Unit Operator or shall be removed, the owners of the unitized working

interests in the participating area on an acreage basis, or in the unit area on an
-4 -




acreage basis until a participating area shall have been established, shall select

a new Unit Cperator. A majority vote of the working interests qualified to vote
shall be required to select a new Unit Operator; provided, that if a majority but
less than 75 per cent of the working interests qualified to vote are owned by one
party to this agreement, a concurring vote of at least one additional working inter-
est owner shall be required to select a new Unit Operator. Such selection shall not
become effective until (a) a Unit Operator so selected shall accept in writing the
duties and responsibilities of Unit Operator, and (b) the selection shall have been
approved by the Director and Commissioner., If no successor Unit Operator is selec-
ted and qualified as herein provided, the Director and Commissioner at their election
may declare this unit agreement terminated.

6. UNIT ACCOUNTING AGREEMENT: If the Unit Operator is not the sole owner

of working interests, all costs and expenses incurred in conducting unit operations

among the owners of unitized working interests in ;ccordance with a unit accounting
agreement by and between the Unit Operator and the other owners of such interests,
whether one or more, separately or collectively. Any agreement or agreemenis
entered intc between the working interest owners and the Unit Operator as nrovided
in this section, whether one or more, are herein referred to as the "Unit Accounting
Agreement", No such agreement shall be deemed either to modify anmy of the terms and
conditions of this unit agreement or to relieve the Unit Operator of any right or
obligation established under this unit agreement, and in case of any inconsistency
or conflict between this unit agreement and the unit accounting agreement, this unit
agreement shall prevail. Three true copies of any unit accounting agreement exe-
cuted pursuant to this section shall be filed with the Supervisor.

7. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR: Except as otherwise speci-

fically provided herein, the exclusive right, privilege, and duty of exercising any
and all rights of the parties hereto which are necessary or convenient for prospec-
ting for, producing, and storing the unitized substances are hereby delegated to end
shall be exercised by the Unit Operator as herein provided. Fach working interes<
owner shall take in kind, or market individually or through an agent, its respec-
tive .portion of the unitized substances and acting individually or through an agent
shall pay all royalty, overriding royalty or other payments to which the porticn of
such working interest owner is subject, The right is hereby secured to the United
States and the State of New Mexico under existing or future laws and regulations to
elect to take its respective royalty shares in kind or value. Acceptable evidence
of title to said rights shall be deposited with said Unit Operator and, together
with this agreement, shall constitute and define the rights, privileges, and obli-

gations of Unit Operator. Nothing herein, however, shall be construed to transfer
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title to any land or to any lease or operating agreement, it buing understood that
under this agrcument the Unit Operator, in its capacity as Unit Uperator, shall
exercise the rights of possession and use vested in the partics hereto only for the
purposuvs heroein specificd.

The Unit Operator shall pay all costs and cxpenses of operation with
respect to the unitized land; and no charge thorefor shall be made against the
royalty omerss If and when the Unit Cperator is not the sole owner of all working
interests, such costs shall be charged to the account of the owmers of werking
interests, and the Unit Operator shall be reimbursed therefor by such owners amnd
shall account to the working interest ownoers for their roespective shares of the
production derived from operations hercunder, all in the manner and to the extent
provided in the unit accounting agreement. If the Unit Operator is the sole workine
interest owner, he shall bear all such costs and expunscs. The unit Operator shall
render each month to the ownurs of unitized interests entitled thereto an accounting
of the operations on unitized land during the previous calendar month, ard shall pay
in value or deliver in kind to each party entitled thoreto a propertionate and allo-
cated share of the bencfits accruing hereunder in conformity with operating agree-
ments, leases, or other independent contracts between the Unit Uperator and the
parties hereto either collectively or individually.

The development and operation of land subject to this agreement under the
terms hereof shall be deemed full performance by the Unit upcrator of all obligations

' for such development and operation with ruspect to each and every part or separately
4 owned tract of land subject to this agrecment, regardiess of whether there is any

development of any particular part or tract of the unit area, notwithstanding any=

thing to the contrary in any lcase,..operating agrecment, or other contract by and
betwecen the parties hereto or any of them.

8. IEST WELLS. It is agreed that the first well drilled under this agree-
ment shall be a Mesa Verde test well, drilling of which shall be commenced within
one year after the effective date hereof at a location approved by the Supervisor
if such location is upon lands of the United States, and if upon State lands or
patented -lands such location shall be approved by the Cil Conservation Commission
of the State of New Mexico, hereinafter referred to as "Commission“., Thercafter
drilling of said iiesa Verde test well shall be continued with diligence to a
depth of 5500 feet, unless at a lesser depth unitized substences shall be
encounﬁered which can be produccd in paying quantities or unless at a lessoer deoth
the licsa Verde formation has been adequately tested, or unless said formation

is reasonably proved to be absent from the stratigraphic sequence, or unless the
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Unit Operator shall at any time cstablish to the satisfaction of thc Supervisor as
to wells on Foderal lands, or the Commission as to wells on Statc lands or patented
lands, that further drilling of said wcll would not be warranteds If the first or
any subsequent test well fails to result in the discovery of a deposit of unitized
substances capable of being producing in paying quantities, this agrccment shall
terminate unless the Unit Operator shall continuc drilling diligently onc well at a
time, allowing not more than six months between the completion of one wcll and

the beginning of the ncxt well, until a well capable of producing unitizoed sub-
stances in paying quantitics is completed to the satisfaction of said Supervisor

if on Federal land or the Commissioner if on Statc land or patented land, or

until it is reasonably proved that the unitized land is incapable of producing
unitized substances in paying quantitics, or unless the time for the commencement
of any such additional well is extended by the Director and Commissioner. The
Director and Commissioner may modify the drilliing requirements of this section by
granting reasonable extensions of time when, in their opinion, such action is
warranted. Upon failure to comply with the drilling provisions of this section,
the Dircctor and Commissioner may, after reasonable notice to the Unit Uperator
arnd each working intercst owner, lessce and lessor at their last known addresses,
declare this Unit Agreement terminated. The drilling of the said Mesa Verde test
well to the depth and in the manner hereinabove specified by the Unit Uperator shall
satisfy the requirements set forth hereinabove for the drilling of such well
notwithstanding that such well may hafe been cormmenced prior to the cffective

date of this a2greement.

9+ PLLN OF FURTHER DEVELOPLENT AND OPHATION: Siithin six months after

completion of a well capable of producing unitizcd substances in paying quantitics,
the Unit Operator shall submit for the approval of the Supervisor, the Commissioncr,
and the Commission an acceptable plan of development and operation for the unitized
land which, when approved by the Supervisor, the Commissioner, and the Commission,
shall constitute the further drilling and operating obligations of the Unit
Operator undesr this agreement'for the period specified therein. Thercafter, from
time to tiée before the expiration of any existing plan, the Unit Gperator shall
submit for the approval of the Supervisor, the Commissioner, and the Commission, a
plan for an additional specified period for the development and operation of the
unitized land. Any plan submitted pursuant to this section shall provide for
exploration of the unitized area and for the determination of the commcreially
productive arca thercof in each and every productive formation angd shall be as

complete and adequate as the Sugrvisor, the Commissioncr, and the Commission nay
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determine to be necessary for timely development and proper conservation of the

oil and gas resources of the unitized area and shall (a) specify the number and
locations of any wells to be drilled and the proposed order and time for such
drilling; and (b) to the extent practicable specify the operating practices re-
parded as necessary and advisable for proper conservation of natural resources.
Separate plans may be submitted for separate productive zones, subject to the
approval of the Supervisor, the Commissioner, and the Comrission. Said plan or
plans shall be modified or supplemented when necessary to meet changed conditions
or to protect the interests of all parties to this agreerent, Reasonable diligence

shall be exercised in complying wiih the obligations of the approved plan of de-~

velopment. The Supervisor and Commissioner are authorized to grant a reasonable
extension of the six-month period herein preascribed for submission of an initial
plan of development where such action is justified because of unusual conditions or
circumstances. After completion hereunder of a well, capable of producing oil and
gas in paying quantities no further wells except such as may be necessary to afford
protection against operations not under this agreement or such as may be specifi-
cally approved by the Supervisor and the Commissioner shall be drilled except in
accordance with a plan of development approved as herein provided,

10, PARTICIPATION AFTER DISCOVERY: Upon completion of a well pursuant

to the provisions of Section 8 hereof capable of producing unitized substances

in paying quantities or as soon thereafter as required by the Supervisor or the
Commissioner, the Unit Operator shall submit for approval by the Director, the
Commissioner, and the Commission a schedule, based on subdivisions of the public-
land survey or aliquot parts thereof, of all unitized land then regarded as

reasonably proved to be productive of unitized substances in paying quantities;

all land in said schedule on approval of the Director, the Commissioner, and the
Commission to constitute a participating area, =ffaective as of the date of first
production. Said schedule also shall set forth the percentage of unitized sub-
stances to be allocated as herein provided to each unitized tract in the partici-
pating area so established, and shall govern the allocation of production from
and after the date the participating area becomes effective, A separate
particinating area shall be established in like manner for each separate pool or
deposit of unitized substances or for any group thereof produced as a2 single
pool or zone. The participating area or areas so established shall be revised
from time to time, subject to like approval, whenever such action aprears proper
as a result of further drilling operations or otherwise, to include additional
land ﬁhen regarded as reasonably proved to be productive in paying quantities,

and the percentage of allocation shall also be revised accordingly. The effective
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datc of any revision shall be the first of thc month following the date of first
authentic knowledge or ;nrormation on which such revision is predicated, unless a
more appropriate effcctive date is specified in the schedules No land shall be
excluded from a participating arca on account of dupletion of the unitized sub-
stances.

It is the intunt of this section that a participating arcz shall represent
the arca known or reasonably estimated to be productive in paying quantitics; but,
rogardless of any rcvision of the participating arca, nothing herein contained shall
be construed as requiring any retroactive appertionment of any sums accrued or paid
for production obtained prior to the effective date of revision of the participating
area.

In the absence of hAgruament at any time between the Unit Upurator and the
Dircctor, the Commissicner, and the Commission as to the proper definition or
redefinition of a participating arva, or until a participating area has, or arcas
have, becn cstablished as provided herein, the portion of all payments affected
thereby may be impounded in a manncr mutuzlly acceptable to the owners of working
interests, cxcept royzlties due the United States and the State of New Mexico which
shall be determined by thc Supervisor and the Commissioner and the amount thereof
deposited with the district land office of the Burcau of Land Management and the
Commissioner of Public Lands ruspectively to be held as uncarnc.d moncy until the
participating arca is finally approved and then applicd as carned or returncd in
accordance with a determination of the sum due 2s Federal and State royalty on the
basis of such approved participating area.

VWhenever it is detormined, subject to the approval of the Supervisor as
to wells on Federal land, the Commissioner as to wells on State land, and the
Commission as to patented land, that a well drilled under this agreement is not
capable of production in paying quantitics and inclusion of the land on whiéh it is
situated in a participating arca is unwarranted, production from such well shall be
allocated to the land on which the well is located so long as that well is not
within a participating area ustablished for the pool or deposit from which such
production is obtained.

11l. ALLOCATION OF FRODUCTION: 4ll unitized substances produced from each

participating area cstablished under this agrecment, wuxcept any part thereof used
for production or development purposcs hereunder, or unavcidably lost, shall oe
deemed to be produced equally on an acreage basis from the several tracts of
unitized land of the participating area stablished for such production and, ior

the purpose of determining any benefits that accrue on an acreage basis, each such
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tract shall have allocated to it such percentage of said production as its area
bears to the said participating area. It is hereby agreed that production of
unitized substances from a participating area shall be allocated as provided herein
regardless of whether any wells are drilled on any particular part or tract of said
participating area.

12, DEVELOPMENT OR OPERATION ON NON-PARTICIPATING LAND: Any party or

parties hereto, other than the Unit Operator, owning or controlling a majority of
the working interests in any unitized land not included in a participating area

and having thereon a regular well location in accordance with a well-spacing pattern
established under an approved plan of development and operation may drill a well at
such location at his or their own expense, unless within 90 days of receipt of
notice from said party or parties of intention to drill the well the Unit Operator
elects and commences to drill such well in like manner as other wells are drilled
by the Unit Operator under this agreement.

If such well, by whomsoever drilled, results in production such that the
land upcon which it is situated may properly he included in a participating area,
such participating area shall be established or enlarged as provided in this agrz:.
ment and the well shall thereafter be operated by the Unit Operator pursuant to the
terms of this agreement as other wells within participating areas, and there shall
be a financial adjustment between the parties who financed the well and the working
interest owners in the participating area concerning their respective drilling and
other investment cost, all as provided in the unit accounting agrecment,

If any well, by whomsoever drilled, as provided in this section, obtains
production insufficient to justify inclusion of the land on which said well is
situated in a participating area, such well may be operated and produced by the
party drilling the well. If the drilling of such well was financed by parties
other than the working interest owners on the well tract, details of financial
arrangements and operations as between such parties shall be provided for in the
unit accounting agreement. |

Wells drilled or produced at the sole expense and for the sole benefit
of an owner of working interest other than thé Unit Operator shall be operated and
produced pursuant tc the conservation requirements of this agreement. Royalties
in amount or value of production from any such well shall be paid as specified in

the underlying lease and agreement affected,

13. ROYALTIES AND RENTALS: Royalty on each unitized tract shall be paid

or delivered by the parties obligated therefor as provided by existing leases,
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contracts, laws, and repgulations at the lease or contract rate upon the unitized
substances allocated to the tract. Nothing herein contained shall operate to
relieve the lessees of Federal or State lands from their obligations under the
terms of their respective leases to pay rentals and royalties.

Royalty due the United States shall be computed as provided in the
operating regulations and paid in value or delivered in kind as to all unitized
substances on the basis of the amounts thereof allocated to unitized Federal land
as provided herein at the rates specified in the respective Federal leases or at
such lower rate or rates as may be authorized by law cr regulations; provided that
for leases on which the royalty rate depends on the daily average production per
well, said average production shall be determined in accordance with the operating
regulations as though each participating area were a single consolidated lease.

Unitized substances produced from any participating area and used therein
in conformance with good operating practice for drilling, operating, camp, or other
production or development purposes or under an approved plan of opcration for re-
pPressuring or cycling said participating area, or for development outside of such
participating area if for the purposes of drilling exploratory wells or for camps
or other purposes benefiting the unit as a whole, shall be free from any royalty
or other charge except as to any products extracted from unitized substances so
used, If Unit Operator introduces gas for which royalties have been paid into any
participating area hereunder from sources other than such participating area for
use in repressuring, stimulation of production, or increasing ultimate production
in conformity with a plan first approved by the Supervisor, a like amount of gas
may be sold without payment of royalty as to dry gas but not as to the products
extracted therefrom; provided, that gas so introduced shall bear a proportionate
and equitable share of plant fuel consumption and shrinkage in thc total volume
of gas processed from such participating area; and provided further, that such
withdrawal shall be at such time as may be provided in the plan of operation or
as may otherwisebeconsented toby the Supervisor as conforming to good petroleum
engineering practice; provided, however, that said right of withdrawal royalty
free shall terminate upon termination of the unit agreenent.

Each working interest owner and lessee presently responsible for the
payment of rentals, or his successor in interest, shall be responsible for and
shall nay all rentals of whatsoever kind on his respective lease. Rental or mini-
mum royalty for land of the United States subject to this agreement shall be paid

at the rate specified in the respective Federal leases or such rental cr minimum
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royalty may be waived, suspended, or reduccd to the extent authorized by law and
applicable regulations. Rentals on State of New Mexico lands subject to this agree-
ment shall be paid at the rates specified in the respective leases, or may be
reduced and suspended upon the order of the Commissioner of Public Lands of the
State of New Mexico pursuant to applicable laws and regulations.

14. CONSERVATION: Operations hereunder and production of unitized sub-
stances shall be conducted to provide for the most economical and efficient re-
covery of said substances, to the end that the maximum efficient yleld may be
obtained without waste, as defined by or pursuant to State or Federal law or regu-
lation; and production of unitized substances shall be limited to such production
as can be put to beneficial use with adequate rezlization of fuel and other values,

15, DRAINAGE: The Unit Operator shall take appropriate and adequate
measures to prevent drainage of unitized substances from unitized land by wells on
land not subject to this agreement, or pursuant to applicable regulations pay a
fair and reasonable compensatory royalty as determined by the Supervisor for
Federal land or as approved by the Commissioner as to State land. Unit Operator
shall be reimbursed for the cost thereof by the working interest owners in the
manner provided in the unit accounting agreement.

16. LEASES AND CONTRACTS CONFORMED TO AGREEMENT: The narties hereto

holding interests in leases embracing unitized land of the United States or of the
State of New Mexico consent that the Secretary of the Interior, hereinafter re-
ferred to as "Secretary", and the Commissioner, respectively, may, and said
Secretary and Commissioner by their approval of this agreement do, establish, alter,

change, or revoke the drilling, producing, rental, minimum royalty, and royalty

requirements of such leases and the regulations in respect thereto, to conform said
requirements to the provisions of this agreement, but otherwise the terms and con-
ditions of said leases shall remain in full force and effect.

Said parties further consent and agree, and the Secretary, or his duly
authorized representative and Commissioner by their respective approvals herecf
determine, that during the effective life of this agreement, drilling and producing
operations performed by the Unit Operator upon any unitized land will be accepted
and deemed to be operations under and for the benefit of all unitized leases em-
bracing land of the United States and of the State of New Mexico; that no such
lease shall be deemed to expire by reason of failure to produce wells situated on
land therein embraced; and that all leases or other contracts concerning such land,

except as otherwise provided herein, shall bte modified to conform to the provisions
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of this agreement and shall be continued in force and effect beyond their respective
terms during the life of this agreement, Any Federal lease for a term of 20 years
or any renewal thereof or any part of such lease which is made subject to this
agreement shall continue in force until the termination hereof. Any other Federsal
lease committed hereto shall continue in force as to the committed land so long as
the lease remains committed hereto, provided a valuablc deposii of unitized sub-
stances is discovered prior to the expiration date of the primary term of such
lease, Authorized suspension of all operations and production on the unitized

land shall be deemed to constitute authorized suspension with respect to each
unitized lease,

The parties hereto holding interests in privately owned land within the
unit area consert and agree, to the extent of their respective interests, that each
such lease may be continued in effect beyond the primary term of such lease and
during the term of this agreement, provided howevcr that until some portion of the
land in a privately owned lease is included in a barticipating area said lease nay
be kept in force only by the payment of the delay rentals in the time, manner and
amount provided by said lease. Except as in this section otherwise provided, all
leases or other contracts concerning such land shall be modified to conform to the
provisions of this agreement and shall be continued in force and effect during the
life of this agrecment; that drilling and producing operations conducted on any
tract of land committed to this agreement will be accepted and deemed to be per-
formed on and for the benefit of ecach and every tract of such privately owned land
committed hereto; that no lease affecting said privately owned land shall be deemed
to expire by reason of failure to drill or to produce wells situated on such lands;
and that authorized suspension of all operations and production on unitized land
shall be deemed to constitute authorized suspension with respect to all unitigzed
leases affecting pr?vately owned lands.

17. COVENANTS RUN WITH LAND: The covenants herein shall be construcd

to be covenants running with the land with respect to the interests of the partics
hereto and their successors in interest until this agreement terminates, and any
grant, transfer, or conveyance of interest in land or leases subject hereto shall
be and hereby is conditioned upon the assumption of all privileges and obligations
hereunder by the grantee, transferee, or other successor in interest, and as to
State land shall be subject tc approval by the Commissioner. No assignment or
transfer of any working, royalty, or other interest shall be binding on the Unit

Operator until the first day of thc next calendar month after the Unit Operator is
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furnished with the original or photostatic or certified copy of the instrument or

transfer.

18, EFFECTIVE DATE AND TERM: This agreement shall become effective upon

approval by the Secretary and the Commissioner and shall have a term of § years
commencing as of said effective date, unless (a) the date of expiration is extended
by the Director and the Commissioner, or (b) it is reasonably determined prior to
the expiration of the fixed term or any extension thereof that the unitized land
is incipable of production of unitized substances in paying quantities and after
notice of intention to terminate the agreement on such ground is given by the Unit
Operator to all parties in interest at their last known addresses, the agreement
is terminated with the approval of the Director and the Commissicner, or {(c) a
valuable discovery of unitized substances has been made on unitized land during
said initial term or any extension thereof, in which case the agreement shall re-
main in effect so long as unitized substances can be produced from the unitized
land in paying quantities; or (d) it is terminated as provided in Section 5 or
Section 8 hereof. This agreement may be terminated at any time by not less than
75 percentum, on an acreage basis, of the owners of working interest signatory
hereto with the approval of the Director and the Commissioner,

19, RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION: All production

and the disposal thereof shall be in conformity with allocations, allotments, and -
quotas made or fixed by any duly authorized person or regulatory body under any
Federal or State statute, The Director is hereby vested with authority to alter

or modify from time to time, in his discretion, the rate of prospecting and de-
velopment and within the limits made or fixed by the Commission to alter or modify
the quantity and rate of production under this agreement, such authority being
hereby limited to alteration or modification in the publie interest, the purpose
thereof and the public interest to be served thereby to be stated in the order of
valteration or modification; provided further that no such alteration or modification
shall be effective as to any land of the State of New Mexico as to the rate of
prospecting and development in the absence of the specific written approval thereof
by the Cormissioner and as to any lands of the State of New Mexico or privately-
owned lands subject to this agreement as tc the quantity and rate of production in
the absence of specific written approval thereof by the Commission.

20. CONFLICT OF SUPLRVISION: Neither the Unit Operator nor the working

interest owners nor any of them shall be subject to any forfeiture, termination,

or expiration of any rights hereunder or under any leases or contracts subject
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nereto, or to any penalty or liability for delay or failure¢ in whole or in part to
comply therewith to the extent that the said Unit Operator, working interest owners
or any of them are hindered, delayed, or prevented from complying therewith by
reason of failure of the Unit Operator to obtain with the exercise of due diligence
the concurrence of the representative of the United States and the represcentatives
of the State of New Mexico in and about any matters or thing concerning which it is
required herein that such concurrence be obtained. The parties hereto, including
the Commission, agree that all powers and authority vested in the Commission in and
by any provisions of this contract are vested in the Commission and shall be excr-
cised by it pursuant to the provisions of the laws of the State of New Mexico and
subject to any case to apoeal or judicial review as may now or hereafter be pro-
vided by the laws of the State of New Mexico.

21, UNAVCIDABLE DELAY: All obligations under this agreement requiring

the Unit Operator to commence or continue drilling or to operate on or produce
unitized substances from any of the lands covered by this agreement shall be sus-
pended while, but only so long as, the Unit Operator despite the exercise of due
care and diligence is prevented from complying with such obligations, in whole or
in part, by strikes, lock-outs, acts of God, Federal, State, or municipal laws or
agencies, unavoidable accidents, uncontrollable delays in transportation, inability
to obtain necessary materials in open market, or other matters beyond the reasonsble
control of the Unit Operator whether similar to matters herein enumerated or not.

22, TAXES: The working interest owners shall render and pay for their
account and the account of the royalty owners all valid taxes on or measured by
the unitized substances in and under or that may be produced, gathered and sold
from the land subject to this contract after the effective date of this agreement,
or upon the proceeds or net proceeds derived therefrom. The working interest
owners on each tract shall and may charge the proper proportion of said taxes to
the royalty owners having interests in said tract, and may currently retain and
deduct sufficient of the hnitized substances or derivative products, or net pro-
ceeds thereof from the allocated share of each royalty owner to secure reimburse-
ment for the taxes so paid. No such taxes shall be charged to the United States
or the State of New Mexico or to any iessor who has a contract with his lessee
which requires the lessee to pay such taxes,

23. COUNTERPARTS AND SUBSEQUENT JOINDER: This agreement may be executed

in any number of counterparts with the same force and effect as if all parties had

signed the same document, or this agreement may be ratified with like force and
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effect by a separate instrurcnt in writing specifically rcferring hereto, and shall
be binding upon all those parties who execute such a counterpart, ratification or
consent hereto with the same force and effect as if all such parties had signed
the same document and regardless of whether or not it is executed by all other
parties owning or claiming an interest in thé lands affccted hereby. Any owner

of 0il or gas interests in lands located within the unit area not subject hercto,
may, with the consent of the Director, hercafter become a party hereto by sub-
scribing to this agreement or ratifying or approving the same and, if such party
is also a working interest owner, such party may be admitted and become a party to
this agreement and his acreage become subject hereto by establishing his title to
the operating rights to such land to the satisfaction of Unit Operator and by
reaching an equitable agreement with the Unit Operator and the majority of the

then working interest owners on the lands then subject to this agreement with re-
spect to classification and participating interest of such new acreage and the
sharing of the development and operating costs hersunder and by subscribing to this
agreement or ratifying or approving the same and subscribing to or ratifying the
unit accounting agreement and securing the execution of such consents as shall bec
necessary to make this agreement effective as to all parties owning any interest
in said lands or in the production therefrom, it being understood that all rights
of new parties or new acreage which may become subject herete shall attach only
from the date of their admission hereto and shall in no manner bc retroactive,

Any separate counterpart, consent, or ratification duly executed after approval
hcreof by the Secretary and the Commission shall be effective on the first day of
the month next following the filing thereof with the Supervisor and the Commission-
er, unless objection thereto is made by the Director or the Commissioner and notice
of such objection is served upon the appropriate parties within 60 days after such

filing.

24. FAIR EMPLOYMENT: The Unit Operator shall not discriminate against
any employee or applicant for employment because of race, creed, color, or national
origin, and an identical provision shall be incorporated in all subcontracts,

25. I10SS OF TITLE: 1In the event title to any tract of unitized land or

substantial interest therein shall fail and the true owner cannot be induced to
join this unit agreement, so that such tract is not committed to this unit agree-
ment, there shall be such readjustment of participation as may be required on
account of such failure of title. In the event of a dispute as to title or as to

any interest in unitized land, the Unit Operator may withhold paymcnt or delivery
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on account thereof without liability for intcrest until the dispute is finally
settled; previded, that, as to Federal and State land or leases, no paymcnts of
funds due the United States or the State of New Mexico shall be withheld, but such
funds shall be deposited with the district land office of the Bureau of Land kManage-
ment and the Commissioner of Public Lands of the State of New Mexico, respoctively,
to be held as unearned money pending final settlement of the title dispute, and
then applied as earned or returned in accordance with such final scttlement.

26, NO PARTNERSHIP: It is expressly agreed that the relation of the

parties hercto is that of independent contractors and nothing in this agrcement
contained, expressed or implied, nor ary operations conducted hereunder, shall
create or be deemed to have created a partnership or association between the
parties hereto or any of them,

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be
executed and have set opposite their respective names the date of execution,

UNIT OPERATOR AND VWORKING INTEREST OWNER
STANOLIND OIL AND GAS COMPANY

ATTEST: DATE:
By,
Assistant Secretary Vice-President
Address:
WORKING INTEREST CWNERS
ATTEST: DATE:
By,
Assistant Secretary Vice-President
Address:
ATTEST: DATE:
By,
Secrctary ‘President
Address:
ATTEST: DATE:
By,
Secretary President
Address:
ATTEST: DATE:
| By,
Secretary President
Address:
ATTEST: DATE:
By
Secretary President
Address:
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CERTIFIC:TION ~ DETERMIN,LTION

Pursuant to the authority vested in the Sccretary of the Ianterior,
under the act approved February 25, 1920, L1 Stat. 437, 30 U.S.C. Secs. 181,
et seq., as amended by the act of fugust 8, 1946, 60 Stat. y50, and delegated
to the Director of the Geological Survey pursuant to Departmental Urder No. 2365
of October 8, 1947, L3 C.F.R. sec. L.611, 12 F.R. 6784, I do hurebys

Le Approve the attached Unit ..greuzent for the Development and Upera-
tions of the Northcast Blanco Unit Area, Countics of Szn Juan and tio Arriba,
State of New dexico,.

Be Certify and determince that the unit plan of developnent and opera-
tion contemplated in the attached Agrecment is necessary and advisable in the
public interest and is for the purpose of more properly conserving the natural
resourcos.

C. Certify and determine that the drilling, producing, rental, mini-
mum royalty, and royalty requirements of all Federal leascvs committed to said
Agreement are hereby established, altered, chan.ed or revoked to conform with

the terms and conditions of this Agreement.

Dated:

Director, United States Geological Survey




CERTIFIC,LTF OF APPROVAL

STaTE OF NE. MliICO

The undersigned, Commissioncr of Public Lands of the State of New
Mexico, having this day examined an agreement for the cooperative or unit opera-
tion and development of a prospective oil or gas field or arca, which agreuacnt
is cntitled "Unit sigreument for the Development and Operation of the Northcast
Blanco Unit arca, Counties of San Juan and Rio arriba, New Mexico, cntered into
between Stanolind 0il and Gas Company, Unit Operater, and likcewise subscribed by
numerous working Intcrest (wners and Royalty Owners, to which agrcement this
certificate is attached; and

WHEREAS, upon examination thereof, the Commissioner finds:

a. That such agrecement will tend to promote the conservation of oil and
gas and the better utilization of reservoir cnergy in said field;

be. Thai under the operations proposed, the Statce will reccive its fair
share of the recoverable oil or gas in place under its lands in the arca
affected;

ce That the agreement is in other respects for the best interust of
the gtate;

d. That the agreecment provides for the unit operation of the field, for the
allocation of production, and the sharing of procceds from a part of the arca
covered by the agrecment on an acreage basis as specified in the agreement.

NCi, THEREFORL, by virtuc of thce authority conferred upon me by Chaptoer
88 of the Laws of the State of New Mexico, 1943, approved .pril 1k, 1943, I, the
undersigned, Commissioncr of Public Lands of the State of Mcw dexico, for the pur-
pose of more properly conserving the oil and gas resources of the State, do hereby
consent to and approve the said agrecment, as to the lands of the State of New
Mexico included in said Unit .greament, and subject to 211 the provisions of the

aforesaid Chapter 88 of the lLaws of the State of New sexico, 1943.

Zxecuted this day of s h.D. 1949,

Commissioner of Public Lands of
the State of New hiexico
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15 Lots €, 7 & & Secs 17 Lota 1 175,12 079074 SeSelte ARY To lie HcHlvain
£ 2 Sece 203 Lo ft O\[4 Decs 22

1¢ #1111 Jece & 3 bo«u c throuch 21, 1,779.91 79042 TeSehe 1210 Horace ' iicKay Jiorace ¥. LeKay 2% stanolind 35,
CufA Ay /A L ../% Cecs C}
lots &, O qu Gy Jy 12, Htu 14,
ch 1c, AN \# Sece 73 ° \q-
sifh, Hb».m Hu 2¢ 3 Sace O

2

alh Gece H-No
lots 10 & 11, 5/2 ° ‘wft Sece 193
S g\\wb \N h.\pb mr.\N «u@ﬂ. quOu .NE
‘ece A ¢ \.N \bb 1 \\v i \\_ Sec. ??w

17 \\p Soce I3 /2 NEf& 2,250 .44 O730¢0 UeSeh. 120 e e volllng e 3e 01ling 2% stanolind 5,
mt,\a i \p

J2 Cuce R

12 lots 5, €5 7y 5y 2 3y B2 1 /4 15C 7€ 5001 UeSafte 12 Charles B. uonssles Charles B, Uonsales 23c Stenolind U5k
Tece 19

13 Lots 5 through 14 inclusive; 371,07 79073 UeSehe 1247 Charles . Oonsales Charles i, Gonsales 234+ sStanolind 85%

J2 7f2 vace 16

Tosnghlp 20 liorth, llange 3 “est
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W \ r.\b U9Ce HN

2 STJ4 Difd, w2 Dif8, sufa oifa 160 078511 UeSeAs 125 Hazel Bolack Hazel Bolack 2x #Florance irilling vo. 35§
Sece 15

72 5/2 CRfe cece A3 C0 078639 UeSeAs 123% He He Phillips
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iract Leserintion lioe of Serial land Owmeyr and flecord “wnex (Overriding Royalty orking Interest Uwner
Y0e Aeres Hoe rercentage of ) Lease Or mmer & ercentage Urdexr Jption Agreemsnt,
Lovalty Application Jperating Agreesment or
Assignment & ercentage
I Interest
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have conaveyed these lands, being & part of other holdin: owned
b these Companieg, to the .elhi il Corporation and il Pazo
Latural Gas Corany; however, thore 18 nothing of recoxd as to
thls chianme in ownership,
ek LuUln
25 wownaghdp 50 Lortli, tanpe 7 ‘.est Leape i-ote .
] oce 1€ 500 1548 Ctate 123 Stanolind
178 (1)
< Jownghip 51 ..oth, hange 7 est ;
74 T8 Toce 10 120 TSt O “tate 125 Charles e Consalues
e TEA(AG )
iownghip ol -orth, “anme & .ast
IR A ec, ¥
27 Tomship 50 .orth, .ange 7 ..est .
T5/4 Tec, it 1¢0 Fmiredd state 1234 “harles D, Gonsales
B=10603 (18)
25 Townghi> 41 Jlorth, i .
™% 53, To/d 160 y Ty State 12%; Jo Ue ilerbert Brvamt
Sece 1 w754 (7)
‘ownghi

fon &)




Worwing Interest Owner

under Option ~greewsnt,

Jperating Agreement or

Argsignment . Fercentape
Uf Interest

Ni/4 Sece 2

=289 (8)

tract “gacription toe Of Lease Date Land Owner and fiscord (wner Overriding ioyalty
No. Acres Yercentage of of Lease Owner & Parcentage
Serial Ho. Hoyalty ar
Arovlication
29 iownship %1 North, lange 7 est 40 Ctate 1R%7 wdward Jo loag, et al,
T 7% Tece B2 32755 (20)
iownship X Yorth, :.arge 7 .est
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5 K72 /Ry VM6 1R ee. % 120 State 127 ‘eroy G, ‘ampbell
B-8734 (6)
% Sefa T 4, 1A/ 0T[4 Sece 30 State 1247 fias S, Comstock
B-0754 (13)
o Township 30 lorth, Hange 7 viest 155.7¢ State 12 Southern Petrolewm

Ixploration, Inc.
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toridng Interest Jwner
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Operating Apgresment or
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Townghip 30 North, hanps 7 .est
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T
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Delhi 0il Corp. Exhibit 2

se 163

CTFORT TH™ CIL COUZERV.TION G
Or Tii. STAT OF NE7 Ii‘{

IN T MATT'R OF THI POTITION OF

STAOLIND JIL AND i8S COMPANY FOR

THE ADOPTION OF RFGULATIONS FSTAB~=

LISHIUG 640-ACRT SPACING IN TH

BLANCO FIELD LN SAK JUAN COUITY,

NEWw M=1CO: CasT NO. 163
ESTABLISHING OF THE LOCATION 27 'HT

INITIAL WELL ON TACH 640 ACR™3;
FIXING REGULALIONS AS T9 Tiv SETTING
OF PIPE; AN. FOR BACK PLESSURT TTETS
O0F THE VARIODUS STRATA.

AFFIDSVIT

In conn=zction with the above styled and numbered case which is
now pending before this Honorable Comitlssion, we the undersigned, rep—
resenting s majority in interest of the working intcrests in oil and
gas leases covering what is now known as the Blanco Gas Field in San
Juan County, New Mexico, and which is before tihis Honorsble Comuission
for consideration in the subject case, do hercby respectfully request
that this Commission adopt regulstions governing the developmant of

what is known as Mesaverde Gas Pay in the s.id field, as follows:

1, That a 320 acre spacing program be adopted until
such time as reservoir characteristics are deter-

mined, the 1n1t1a1 vell to be located 2t the center Aadéb iV e
of the NE} and SW§ of each section, such location L5y 22t

to be subject to a 330 foot tolerancs n the Commis~
sion's discretion in instancss where“necessary to
reduce drilling costs because of rugged terrain,

2. That surface pipez be set through at least 50 feet
of the first hard rock formation, cireculated to the
top with cement, and installed in such a manner as
to insure adequate protection against blow.outs and
cratering,

3. That the production string be set on top of the
Cliff House pay, with = minimum of 100 sacks of
cement, and thes 4 tests be mede under the existing
regulatlan= of the Csrmissinn,

4e That 81l wells drilled througn the Point Lookout
pay be required to take separate baeck pressure
tests of (a) the Cliff House pay, (b) the Point
Lookout pay, ard (c) both pays comningled, with
a minimum of three points to ezch knck pressure
test., That wells In the Cliff House pay be re-
guired to take Imek pressure test, obtaining a
minimum of three polints, and that all tesis be
taken eithz2r in the proce:s o conpletion, or
by means of packer sepezrztion betwzen the Point
Lookout and Cliff Heuse paye =7ter cempletion,

that all tests be cern;f =d and filed wiih

thic Commission,




-

. That annual hack prescure tosts be regulred, to
Laken in June, July or August, for euch com-
:ch ‘J'»-:\A wull.

-

We bellove thal the foregoing rules will promote the conservetion
of gas ond other hydvos .rbon substunces in the field, and will result

in a groater ultinate recovery from the £1-213, and will be fair to

411 interestcd parties, including the royalty owners,

OWNER ,/751
1/

M. J. Florence

Wool River 0il & Refiningh//”;f
Company

Delhi 011 Gorporation

SaunC )L
Uphfiat— (il ld

STATT OF NZV MEXICO )

(
CoUNTY OF SAaNTA F™ )

¢

Sutssribaed and sworn to bhefors me, by sach of thz abave oigned

persocns, bthis 20tn day of QOctober,1042, 4D,

~
p
j
i
!
i
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(4ftcrnoon secsion, heariny before ihie 031 Conscrvation
Commizsion, October 2&, 19.3,)
COl MIEZICNR & U IK:  dertlemen, tlie Cormission is again in

session, Mr, {roham, will you rend the czll for the seventh
an¢ jast case?

(feads the notice of publication in Case 163,)
L. SETH: Gentlemen, this is an ep:lication of Stanolind
011 and Gas Company invoiving the Blanco field or pool in
San Juan County. The underlying idea is that inasmuch as
the pool is in its very ezrly stages of development that proper
spacing rules and proper well patterns should be started so
that--subject, of course, to chenges--as further development
may dictate, and always with the idea that prossibly there
might be a unitization of the field, a2nd thereby unnecessary
wells might be avoided. 1 made a mistake in preparing the
petition in that paragraph No. 1 the tolerance should be
330 feet from the center of the 160 instezd of 660 feet, I
didn't know much about it and I put in the wrong figures. Ve
would like to have lMr, Umbach sworn,

PAUL UNBACH, naving been first duly sworn, testified
as followus:

DIRECT EXAMINATIOR Y 1di.

0
8]
-3

Q. Lrlezse state your name,

4, Faul Umbach.

Q. VWhat is your profession, ¥r. Umbach?

A. District gzeologist for Stanolind 0il arnd Gas Company.
Qe And where are you located?

&, Albucuerque, lNew ilexico,

2. You heve testified before the Commiszion before, have you

not?

Ll



A, T have,

YF,., SEYH: I will omit the qualifications,

COMMILIIONTy SHU-"I.R: <curely.

C. Are you familiar with the Blanco pool, so-called, in San
Juan County, New Mexico?

A, I am familiar with it, yes, so far as it is developed,

Q. And that is, I believe ug to the present time at least, =
zas field? |

A, It is.

Q. Now, have you a map--vhich I would like to have marked

as Bxnibit 1. VWhat does that indicate, Ir, Umbach?

A, This exhibit indicates the--an onitline of that--of the
Blanco area, in which we think has possibilities of containing
production.

Q. The boundaries of the field or pool have never been

fixed by the Commission?

A, That's right.

Q. This map indicates your views as to the outline of the
probably productive area?

A, Of course, we don't know the outline of the productive
area, but as best we can tell right now that would be the
outline that we wculd prorose for unitization.

Q. That Includes lands in Townships 29 and 30 North and 9
and 10 west?

A. That's right, 29 and 30 north, 9 and 10 west.

3. Now, the east and west boundaries of t.ie area you have
shown here are indicated by wells drillied outside the arez ....
A, ..., Outside the area ....

Qe eess and that were not ....

A, +... CcOmpercial wells, _... _




]

%. 'The nerth and souvth lines, are they Jjust (...

A, They =2re not defined,

Q. Trne north and south 1ines, ....
Ae eeee Northwest and scuth lines, that is what you mean,
It is just a matter of extending the area approximately two
miles or two and a half wmiles from that which is proven pro-
ductive,

@. Now, the coloration on the area you have outlined here,
What does that indicate?

A. The brown indicates the patented acreage, The rd indi-
cates the state acreage, and the blue indicates povernment land,
Q. The area which predorinates is government land?

A, Yes,

iNe SETH: We offer Exhibit 1 in evidence.

%« I hand you Ixhibit 2, Wwhat does that indicate, the map?
A. Exhbit 2 indicates the structurel--indicates the structure
of the Blanco area, as defined by subsurface data on the top
of the Cliffhouse on tep of the pay.

Q3. That is, the contour lines run along the tcp of the pay

1ndicated?

sV
&)

A. That's right, aznd substrata,

¥R. SETH: We offer Exibit 2 in evidence, YWe will have him
testify about it further.

Q; I hand you Exhibit 3, Wwhat does that indicate?

A. It is a similar outline as Exhibit 1, The ssme outline
indicating the lease ownership in the arez.

2. ©Now, the white glaces, what are they?

A, Small individuzls--small individual patented zreas.,
Government small ownersnips which we dicd not define. It is

too small to be subdivided,. - .

L6




T I hend you Txhibit 4% =nd ask you whut il ief?

A, This is a cross-section of the wells drilled in the Blanco
area from Florance pFlerce-rederal to Stanolind Ko, b-1
Elliott indicating the top of the formations and the pzay
horizons.

G. It is the log of the wells?

A, That's right, the electric logs,

§. Mr, Umbach, you are familiar with the geology of that
area, at least as far as it is disclosed?

L. T am.

Q. How many wells zltogether have been drilled there?

A. The number of producing wells or how many wells on that
particular area?

Q. Yes.,

A, I belleve within the area outlinea to tne Cliffhouse
there are four wells,

Q. What is the name of the pay in the zrea?

A, It is the Cliffhouse pay and Point Lookout paye.

Q. At what depth ordinarily is the Cliffhouse pay found?
A. Approximately 4,200 feet.

Q. And the other one?

A. About 4,700 or 4,800 feet. About 4,800 feet.

Ge And are both pays productive? I mean in the wells that
Ahgve been drilled?

A. No, they probably are productive., Not glaced for uro-
duction, Stanolind E-1 Zlliott has only been tested to the
casing in the roint Lookout, 7e have te.on drill stem tests
however in the Cliffhouse.

%2. Which is the lower one?

4, roint Lookout.

47




4 4

« Is the pas fro. each Tormation suvbstuntially the suie?

€.

As As Tar as we can tell.
%e You know the pressures in eazch one? ruve you =any data?
A+« I haven't any data available., It 1s approximstely 1,300,
I do not have the zyact data wiith me here,
2+ “rom the surface geology and what 1s shown in these wells,
what is your view as to the entire area shown on tnese maps,
Exhibits 1 particularly, as being substantially the same pool¥
A. Ve have beer unable through our work to define a structure
in the =area.
wes wnat I am driving at is, the San Juan river runs through
the area. Dcecg that divide it into two parts underground, in
your opinion?
A, It has no bezring on it vhatever,

N

Q. What is there? A dome, or what is the structure?

A. It is a monocline, with no closed structure. In otler

P.J-

vords, it 1s & post stratigraphie trap due %o cerentztion
of the sands; the ©nest vie can tell at this tinme,
)
R+ Is there any c¢isclosure cn the surfzce ol any ireortance?

4, Qur surveys which we haywe correcpond with the csubsur-
5 L

ate

ocn on ithe exhibvit,

J=te

face data which we presented to the Commiss
Qe VWhere iz the Stz2nolind Gil end Cas Company well that you
spoke of? TIc that north or scuth of the San Juvan?

Lo  Scuth,

%. 4nd the rlorance wells?

A. North of the Zzn Jusn Iiver,

2. Lre eny of them hocked ontc 2ny pice line?

&

4, o, they are not,

the—-exee. tion o the well which now

.o



fFurnishes Artec, which 70 v Jretion 77, T rellove T1oMeos
been furnishin. Astcc since 1929, Tt ie¢ sn nld vell,
Qe Cuar you, by fovin: U 7e ovdbit or fror any olliar source,

’

ive the thidckness of the voriovs sectiong involved here, UVr,
Umbach?

e  The thiclkness of the sections from the to; to the bobtomt
we Yesy and psriticuiorly tne pay.

A. 1lost o the wells in this particular arez uvere spudded
about on contact with tne ruercc-Torrejon-vasatch., The wells
will have to be drilled to ap.roximesitely 1,500 feet to pene-
trzte the ruerco-Torrejon sedimentation, including the Gjo Alamo
at the base., Kirtland has ap_ rcximately 700 Teet, rruitland
approximately 350. rictured Cliffs weculd be approximately 795
feet, The Leuils shale vwould be apyroximately 1,700 feet,

And the Cliffhouse approximately 150 feet., 4ind the lMenefee
approximately 450 feet. 4And the roint Lcokout approximetely
150 feet. The two pays, the Ciiffhouse, vhich nzs a total
send and shale thicliness of 150 feet, .nd thz roint Lookout
has a sancd and chale thickness of apyroximately 150 feet.

A. And they are, in your opinion, as far as present develop-
ment indicates, bntirely separate pays?

A. They are very probably ssparate, yes, due L0 the 450 feet

of lMenefee between tnem,

1
COMLIISSICHER SrUn1ER: Is there anyone who now wishes to
cross-examine te witnesst Very well, the witness is excused,
JCSErh Z. JEXKINS, heving been first duly sworn, testi-
fied &as follows:
DIAECT EXAMIVLLICH BY o, SETH:

vleass,

Q. Stz2te your nanc,




Ae Joserh . Jenxkirs.
-~ Wy 3 o 11 AT e i( ]
2. what is your ,rofesslon:

4. rotrcleuwnm en ineer.

Q. DLy whom emglioyed?

Le Stanolind (€1l anc Gas Company.

Q. And nhow rany yearc heve you been em;loyed by them®

4. Since Zeptenber, 1935,

Q. Wwhat professional training do you have?

A. B.Se. in mechznicuel engineering.

Q. Where?

Ls New Mexico A. « If.

Q. Are you familiar with tihils Blanco structure in San Juan
County, New Mexico?

A, Yes, sir,

Q. And have you made zn examination of the locations of ths e
various wells, and the general situation in thsat area so far
as present development _zimlts?

A Yes, sir.

Q. Have you also macde a study of the testimony given hy lr,

Michaels In the Kutz Canyon hearing, Case Mo, 126, cn the well
costs and similar matters?

A. Yes, sir.

§. Have you made up a tabulation showing the drilling costs,
depths, and well potentials, and the like, of the wells on

the Blanco pool?

4, Yes, sir.

Qs Which wells on blanco did you take into consideration?

4. Florance No. 1 Pierce rederal, Florance-iiansfield Ho, 2,

And Stanolind-Elliott R-1,

Q. They are all wells c¢ompl - ted buvt not hooked uy for pro-




“fuction?

A, That is cor:rect, sir.

Q. Now, take the average depth in the DLlanco structure,

dow deep would a well have to be drilled to grucduce from both

pays? You are familiar with the two pays Mr, Umbach testified

about?

A. Yes, sir,

Q. How deep would a well have to go to produce hotn paysy

Le To adeguately test both pays, we believe that we would

have to go to approximately 5,000 or 5,100 feet.

Q. Ard on this Exhibit 5, is that the first figure represented
there under the heading of "Depth"?

A, That is correct., The column which 1is directly underneath
the word "Blanco!" represents the depth in feet for the wells--
is our well, which is drilled on the Blanco area.

Qe And in the other column "Kutz", what does that mean?

A. The column there represents in the length of the dark
section at 2,100 feet an agproximate average totzl depth for
the wells in the Kutz Canyon field.

Qs The wells producing in that field average about 2,100

feet in depth?

Ly Yes, sir.

Q. Take the next cclumn "Drilling Cost". Lo ycu know what the
Stanolind well cost?

A. Our latest figures on the N. L. Plliott B-1 indicate that
the cost will be slightly in excess‘of $110,000,00,

Q. Is that a figure?

A, That is represented by the overzll length of the column

underneath the word "slanco".

&+ Undéer "Dpilling Cost",




A. Which is shown there in thousands of doilars,

Q. Why did that break above 80,000 dollars?

L. The break at approxim:tely 80,000 édollars represents our
estimate of what it would cost to drill, complete, 2nd ade-
quately test for full reservoir information a well in the
Elanco field or pool,

¢. In other words, ycur first well cost more than you would
anticipate other vwells would?

A, Yes, sir, and it is guite possible that as additional
experience is gained in drilling the wells that a considerable
difference would of course bz represented between what our

initial expenditures zmounted to.

I »]

. Uhat was the average cost as shown by the testimony

g
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A. The present average cost of Kutz Canyon wells is approxi-
mately 20,000 dollars.

G. Taking the next column "Development Cost! in doliars per
acre unit, that is similarly a pictorial representation of
vhat it would cost to develop a well in the Blanco--or a

unit rather--in the Blanco field under three exa-ules of
density.

A, Yes, for example, the first column, which is labeled "160"
at the top, and extends down to a point of 690, represents the
development costs of a 110,000 dollar well if one well were
drilled on 160 acres.

Qe It represents the cost per acre?

A, That is correct, It is, in effect then, 2 110,000 dollar
divided by 160 zcres. The broken line in this series of
columns under this one particular heading represents a similar

calculation involving an estimated well cost of 80,000 dollars




divided by 140 acrec In cone incteonee, 220 scres in the next
instence, and C40 acres in the ncxt ircstance. It therefore
gortrays that if development In the Blanco field 1s carried
on vith one well to 160 zcreg, and the averazge well cost for
purgoses of illustration is 30,000 dollars, then the develop-
ment cost per acre would be 500 dollars. Similarly, if the
size of the drilling uvwnit was 320 acres, the development cost
per acre in the unit would be 250 dollars. 4 similar calcu-
lation gives us 125 dollars per acre if only one well 1is
drilled on 64D =zcres.

Q. In Kutz Canyon, bzsed on 160O-acre spacing and an average
cost of 20,000 dollars per well, whot is the cost, develop=-
ment cost, per acre that ....

A. That would be 125 dollars per acre,

Q. Now, well potentials, the next coclumn, what does that

A. The block graph which is presented under this czption is
labeled potential per well in millions of cu, ft, per day,
and uncer the heading of"Blanco " we have illustrated there
the available data for three different wells. The longest
section of that staggered column there indicates thzot a
potential of 3,300,000 cu., ft, per day was cbtained by means
of 2 back pressure test taken in accordance with the U.E.
Bureau of iiines recommenced siandard preésure. The other two

steps under the mzin heading of the graph for ":lrcnco "

o

there represent a similar type test tzken at the two rlorznce
wells, Under tne nezding ior Kutz, the cata is taken from
Pulletin 18, entitled the 0il and Ges Resources of lew ilexico,
28 Eaition, published in 1642, I believe the autlor was

Robert 1. Zates, geologict ol the State Jurean of | in=zc znd




wineral osources.  There io no infovmeticern indicated in the
Drlletin as to the oxacl wzairer in uhienh {hnnce _ofentinls were
obtained, Tthe bullelin ‘ndicates tre b the potentianls veried
from a low of Wd3,020 cu, ft, povr duy v 2 ik of Lydn0,000
cu., Tt, pger day.

e TOw, tolkins the next colum "Oeliverzbility',

&s The next dblock uncer the coption "IDeliverability" by

iie CeFe per day represcnte under the heuding Lionco the cal-
culated delivercbility of the two wells on wnich we have the
most reliiable data in the slanco field, based on the Zureau
of Mines type back pres-ure test. and cn =2ssumed delivery
sressure was 2% pouncs per

FS

pressures., The assumed delivery
day.

&+ You mean per inch?

be £48.I. That is represented under the blocex hsading under

deliverability of 1,100,000 cu. ft. per day deliver=bility

AV

t the II. 1., Tlliott B-1, zn7 =2 similar type test gerformed

&

o

t Florance rierce-Federal o, 1 welly incdicatin- tihat the
well shculd celiver against a sirilar line .ressure 1,000,000
cu. ft, of #2s per ¢day. The hachured szetion ¢ the gragh

iv . ediztely bhelow is an =22tinzte of what the deliverzhility
of those two wells wizhit he 17 the heeX drassure =gainst
vhich they vwere operating wess in the neizhborhood of that
wnich is encountered at Xutz CzZnyon-rulcher Bzasin. however,
that hechured section Jés to be classified by further con-
gition in that due to the absence of a sufficient number of
zcenurately drilled ulstes for the critical irover in z2d8dition
to those norrally Ifurnished with het, these goints, s
represented by the hachured sections zrs extrapolations.

Uncer the Kutz Canyon block-hesded up deliverabili

—S%-
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shown ihere three steps. 7iw ste: of shellowest ‘ndd
there of auproximately 790,700 cu, L. peor day 1s un averasfe
June

taken Trom the totzl ,voduction ns reflected by the /re;orts

of the lex County Envinecring Comaltiec diviced by the total
number of vells which were indicated to be producing during
that month; and similarly, the second step is an identical
calculation performed from the same data sources for the month
January 1948, Anc the longzest step there shown under Kutz
Canyon represents an cctimate that the wells might deliver
one-fourth of tne naximum ¢otential., In other words, the long-
est section on there is what the best well in Kutz Canyon

might be reasonably expected to produce z2galnst the normal
back pressure of the line,

Q. The next column "Delivery Pressure', is that what you
referred to awhile ago?
4, Yes, sir, I telieve that probably only one clarifying e
remark needs to he made with regard to the Kutz section. And
that is that we have shown there a figure for summer pressure
and one for a winter pressure. That data is taken from, I
believe, bulletin 18, which indicated that the average winter
delivery pressures were 200 r.S.I., eznd the average summer
pressures were 350 r,3.1,

Q. Down at the bottom under the heading of “rorosity 2",
from what is that information obtained:

A. These a re weighted zverzges of the porosity of the cores

t

that were obtained at tne N. L. Elliott ¥o. 1 vell in the

Mesaverde section., The second step, the cne tnat is farthest

to the left and also the longest one, indicates that the
weighted average porcsity of the Point Lockout ‘gand wvas

approximately 11 per cent of that section in which cores were




recovercd, The stey indicates a sirilar figure for the
Cliffhcouse, For purposes of comparison, we have shown vhat
the weighted average porocity wz2s for the Pictured Cliffs sand
in the N. L. Elliott No., 1, which 2s shown from this graph

was approximately seven per cent. 1Yhe data as listed there
under Kutz and indicated to be 20 per cent is from the testi-
mony of »r. Earl Nichols in respect to Case lo, 126, at which
time it was indicated that the porosity was in the neigh-
borhood of 20 ger cent,

Q. Now, the next,

A. From the same cores which were obtained from the N. L.
Elliott B~1l well, the weighted average connate water percen-
tage for roint Lookout was found to be approximately 22. And
for the Cliffhouse aporoximestely 27. For purposes of compari-
son, the Pictured Cliffs data for the i, L. Elliott 3B-1 well
is also shown there, and it was found to be approximately 30
per cent. I believe that the tests that we took in the
Elliott B-1 in the pPictured Cliffs as well as the core data
indicated that the particular sand, at least in that particular
well, was probably non-commercial., From the same testimony

in Czse No. 126, it was indicated that the connate water sat
Kutz Canyon was in the neighborhood of 20 pesr cent.

Q. Now, next take up the column "Pay Thickness".

A. As in the previous examples, ve have shown on the left a
section for Elanco ard on the right one for kutz, The dzta
for Blanco is taken from our core data in the N, L. Zlliott
B-1l. And the data under Kutz is taken from the testimony in
Case No., 126. Under the subheading of Blanco, we have
attempted to indicate the gross pay as well as the net pay of

the two sands, Point Lookout and Cliffhouse, It is pelieved

—5¢-




thot there iz sppvoxinm-tely 40 1o 43 Lo ezl net oy in ihe
Cliffhouse, 4and in tre ;0irt rook
section wiilenh was cored w-s incic: ted to be net 12y as based

s VWhat was the entire footage that you arillec¢ and cored?

N @

[agh?

4, The over-=211 section of trs ceoverde une approvimately
850 feet. Cf that ve ccred 349 feet,
T PORWELL: wWould you wmind resezting both the gross net of
the roint Lookovnt ond Cliffhouse?
L. The net pey of tre Cliffhouse was calculated to be
approximetely 42 per cent. Forty-two feet, vardon me. 4ind
of the Point Lockout, approximately 53 feet. ‘e cored a
total of 340 feet. lie weore not successful in our -tiempts to
core the entire Foint Lock section.

3 “hy?
A, 4t apyroximately 4,90% to between there 2nd 4,910--if I
art incorrect on that, 'r, Umbach can mzke a correct statemant--
but it is epyroximately in there--we lost so much circulation
cue to reservoir conditiongs tihiet we were unzble to proceed

with the rotary tools without wndue hazards., At that point,

t
it was therefore decided that in 6rder to compleate the well
it weuld be necessary to cezase roltary Crilling and coring
operations and convert tc cgble tools. e lost agproxiwmetely
4,000 barrels of oil-emulsion-type mud in the intervel from
approximately 4,305 to 4,910 fect, which we telleve indicated

T o 2. -
1

ien sermeanility 2n

)

{©
-

that in thet lens at lezst on extrers

3

\r 1O
v RS

rorosity or combtination of both wise _resent., and after we

®

converted to cavle tonls for soue considercble period of time

uwe recovered large cuortities of the mud msck into the bore

.

hele which had grevieously heen lost in this interval,




Qe Mow, the [tz puy Lhickness, whect cduta do v have on thut?

A, That is bascdé or the siniilar--thicee

—

reviously mentiored
courecs=--=ana it ins incdicated that fle vet pay lnere weg in
tiic ncighborhood of 40 feet ané the gros: 2ot 150 feet,

-

s low, the virgin or orijinal pressuwre, :ir,

Jenkins?

4, In the Blanco field we have found from the tecsts vwhich

ve hrve %trken that the virgin bottomhole pressure is in the
reighborhood of 1,370 ".€.I.4L. TYhat is fu-ther substartiated,
we believe, by the fzet that the back pressure data tests
plotted into a straight line function. VWhich indicated that
the figure that we had obtained for the shut-in pressure

at the Elliott B-1l wss reasonably correct, In the Kutz Canyon
the available literature indicctes that the virgin tottomhole
gressure there was sligifiy less than 600 F.5.1.4. Ye do not
have any tests of our own to substentiste that data, zand it
may be very difficult te know positively Jjust what the true
formation virgin pressures were in Kutz Cenyon since it was
arilled so many years ago. And the accuracy of some of the
tests and come of the egquipment has been cuestioned,

Q. DMNow, the permeability.

A. Under 3lanco we have >.ocun a thin line there vhich shows
that the permezbility weighted average of that = .’ cii ve cored
and recovered the cores was in the neighborhood of 1, i/e have
estimated, based on experience in other fields and regions
where we have had undue troubles due to lost circulation, that
the permeability of at ieast one section in the Point Lookout
is probzbly in excess of 20,000. For Kutz Canyon the data there
is taken from the Case No. 126, which represented, I telieve,

that the miminum permezbility was approxinztely 5 per cent,




and the maxiwum of any one section wrich was cored and
recovered an¢ analyzed was ap roximetely 340,

J. TNow the estimated field area in acres?

A, For Blanco, as »'r, Umbach has testified, it is tentztively
assumed that the field may cover in the neizitborhood of 32,330
acres., And previcusly wentioned sources are gquoted for the
field, which is represented there for Kutz Canyon-Fulcher
Basin being in the neighborhood of 15,000,

Q. »r. Jenkins, you wouldn't regard the Blanco field as other
than in the very earliest stages of development, would you?

A, No, sir,

Q. And from these figures—--and we offer in cvidence at this
time this Exiiibit S5=-«and your testimony--will you state to the
Commission your views as to the advisability of 64O-acre
spacing at the initiation, &t least, of the developm=nt?

A, As this chart has represented, we have a fair amount of
data under one well only. ‘e do not prstend to assume or

to declare that the data for that one well is regresentative of
the entire producing structure. I believe that anyone would
hesitate to attempt to estimate the recovery from any field or
any reservolir in which no field limits had been established,
and in which no reéresentative cores or core data hzd been
obtained so that some reasonable basls for t:e voicé space
calculations could be assumed. It is our idea that knowing

as little as we do about the Blanco reservoir, that it wculd
be most advantageous to everyone concerned to initially
develop the field in such a manner so that in fhe event the
initial spacing gattern wasn't found to be the most desirable

one, that it could be ultimate ly adjusted without disrupting

the spacing pattern or crezting an undue nimber of unorthedox




locations anc excepiions.

§. Your idea is thzt if the Ohl-acre spacing should be adcpted
that as further develoyments might indicate 1t could be
altered. And your idea of the spoeing pattern, that is, one
well in the NEZ would enzblc a reduction to, say, 320 acres,
which could be made without any confusion or unorthodox well
drilling?

Ls That is correcct,

Qe There is nothing peculiarly important as to the first

well being located in the NE: of the section, is there?

It could be just as well in the WW or SU?

A. That is correct,

3. But your idea is that one well to each 640 and all in the
E3 would enable the W5 to be similarly developed when the future
development so indicated?

A., That's right,

Q. Now, is there any likelihood, in your opinion, of an effort
being made to unitize the field?

A, To the best of my knowledge, efforts are being made to

bring a unitization of the Blanco reservoir tc an ultimately
satisfactory conclusion. Iliowever, I cannot positively state

at this time just how far those steps have progressed,

Q. Would this wuniform spacing pattern be of any value if

the field should ultimztely be unitized?

A. It would probably, I bvelieve, permit earlier exploitation
of the reservoir to its limits.

Q. It would enable *the boundaries of the pay to be developed
more rapidly?

A, And sooner., And it could very easily conserve the natural

rescurces exgended in tne driiling of unnecesszry wells in




the event it was found that one vell woulcd drain adequately

€40 acres, or mcre or less,

L+ It would arrange the well pattern so that if adcitional
wells were determined to be necesszry, they would be more
likely to be drilled?

A, And they could be drilled in a uniforin pattern to soue
other density.

Q. Now, in connection witn this petition, it was suggested
that the initial well be in the center of the Ey of each sec-
tion. You stated, I believe, that it might just as well be

in another quarter of the section so long as the pattern was
uniform?

4. That is correct, sir,

¢. And the tolerance stated in the petition as within €60 feet
of the center of the guarter section should be 330 feet?

A. That is actually what wss meant, 4 330 feet radius

around the center of that particular quarter section, That
tolerance being cGesirable because of the rough nature of

the topography.

COMMISSIONER SrURRIFR: As given, shall the record show that
to amend the agplication?

Mito S8ETH: Please, Now, in our petition we nave recommended
that surface gipe should be set through the shallou wzter
beds, with nothing less than 250 feet, with cement circulating
to the surface. Tell us vhat your views zre as %c that, :r,.
Jenkins, -

A. In this region, 1t is believed desirchle to psrotect the
fresh water beds, znd cimilarly, the rizhts of the Zznd

.

to be good opezratin

t

ovners. A4Lna e beliesve 1

\

sractice to

o
<

¢

neve a reasonably secure ssction of surface sipe in whst car




¢, wOTa 0oy less a wildcat

arez; in thal we d¢ rot know Juct how mueh cas wight be

cncounbered in that pacticulor wvell, LG by teans of, Ly
havirng 2 good curface string we would nave a better opgor-
tunity to control the well.,

©e+ Are thc shallow water beds therc _cnecr=lly fresh water?

L+ I understzand that they zre., I haven't had a2 cfrink--I

had a drink of water from one sand. It was 2ll right., I
don't know about the rest of them.

ke but your idea is to absolutely protect that water from
contamination so far as possible?

Lo ﬁe helieve it is desirable from both of those standpoints.
Q. Now, the production string, the setting of that?

4. In this field, it is believed that we can dispense vwith
an intermediate string, andé that only a surface string and a SR
production string are necessary for the adecuate control

of the wells, and for the protection of 211 the commercial
beds and water signs., It has been foundé that a minimum figure
for the amount of cement to bhe set in a production string is

a desirable fezture in rules for'a field so that there will

be less likelihood of a well being cased with an insufficient
qguantity of cement to prevent charging of upper beds from the
procducing gas sands or oil sands, Therefore, ve nove suggested
in this application that a ninimum of 100 sacks of cemznt be
useéd in connection with the setting of that yroduction string.
Q. You think that will be sufficient?

A., It is our ncrmal practice, &Stanolind's normal gractice,
Frincipally in the interests cof Insurance to use a zre=ter
quantity of cement than that which ic indiczted in the peti-

tion, —_—




L. Now, the well probobly will produce from the two differcnt
pays. Yhat is your recomrend:tion with reference to the pres-
sure tests or the separation of the ,&ys?

L. It is believed desirnable in the interests of obtaining
more and better reservoir duta that adequate tests be made

of the productive 2bility of the individual completed wells.
Further, in the interests of the conservation of gas, it 1is
believed desirable that in lieu of wide ogen potential

tests, which are commonly known to waste considerable quan-
titites of gas, that instead the back-pressure-type tests,
which have been developed by the Bureau of Mines and outlined
in considerable detail in their nonograph published by the
Department of the Interio:, Bureau of liines, and entitled "Back
rressure Data on Natural Cas wells and Their application to
Froduction rractices"; as indicated in our petition, it is the
intent of this monograph, in which you obtained a sufficient
number of these back pressure tests on any individual well,

so that its actual or its absolute open flow can be calculated
without the necessity of wasting large potentials of gas,

. which are normally wasted in attempting to stabilize wells

at wide open flow, For that reason, as well as to furnish
information which will be of counsiderable value to any com-
mercial purchaser of the gas, either pipe line, domes ic or
manufacturing, that in the yrocess of developing the field,
this Gata should be obtained., It is believed cesir=hle

from a standpoint of further invectigation, to which we h:ve
previously referred, that these back pgressure tests shouié be
a reguirement of wells ir the field.

3. Do you believe tat separate tests of that nature should

be taken for each pay? -




A« Ve belicve 1t wlll assist the operstors =5 well ag the

Us &+ Geologicel turvey and the CGill Conserv tion Commlssion
in determining to a greater certainty tran ig¢ posvible now
vnether or not the two pays should be _roauced separately or
be zlloved to be commingled.

. DNow, do you tunink that they should be retakerr at various
intervals?

A. It has been found advantageous, according to the authors
of the monograph, to repeat these tests, usually annually, in
order that the deliverability or productivity of any given
reservoir could be more accurately ascertained as that data
was needed, And in some states that is a requirement; that
the tests be taken annually.

Q. Mr, Jenkins, have you anything futher that you care to
ada that I may have overlooked? i
A. I wonder if the Commicsion would be interested in receiv-
ing as evidence this back prescsure data vhich was obtzined

on the Elliott D-17

i“le SETH: We offer in =vidence a photostzatic copy of the gas
test on that well B-1 in the Blanco area.

Q. This you know to be correct?

A, To the best of my knowledge that is correct.

MR. McCORICK: Do you have 2 market for this gas, .r. Jenkins?
A., At the moment, we do not have,

iR. MeCORMICK: How close is the closest gas pipe 1line?

A. I am having tc guess on tnhis point, I woculd say approxi-
mately ter miles Just by looking at the map, 1 co not know
how much of a diverse route a gise line would have to take in
order to encircle surfzce custructions,

¥FP. BaRl'ES: Mr., Jenkins, under .resent economic conditions,

-l




if we gssume a oot [ volueling vell, a2, roxhwotely how long
will it t2ke & well to re 2y fhe originul ‘nvestinent in tiis

zrea? Coapleted to the Mesaverde?

-4

&, cannct apsver your guestion beczuse we do not have any

data on which %to estimrte ¢ return price for thne gas,

1

¥ie DAKIKZL: Do you hove an idea zbout vhat e sbandomient
Jressure would te in that {ield?

A, That guestiorn coulcd only be erswered by the pecple who
sut in the pijge iinc or o gaosline ilant. By that,

I wean

that the circumstarcces under which those jlants or :iue lines

are cperated determine, are t i prinrnci; sl deterwining factor;
as well as the recovery, as tc vhst the ab:zndonment oressure
of tne formztion would be,

MR. ELRMEE: In other vords, the sbandonment pressure ot tne

present time andé the time ol the return a2re still Imponder- e

ables that increase the risk of drill

IS

ng in the field. Ts
that rizht?

A, Trhat's ri:ht.

COi. ISSIONER Sruw: IEF: 4re there ony Turther cuestions of
the wiltness?

L0~
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¥, SCFULTZ: ¥r. Jenkins, is the theory hehind 4.4
acre sp cing that ycu want vith 2 minimum amount of effort
to determine the limit of the producing area?

A. That is part of the apolicant's petition.

YF. SCFULTZ: I believe I missed the cther pzrt. “Jculd
vou explalin azain the glze ~f thst and the reasons?

ie Yes. In the event thet the data as it is sventuollr

zeccumilated *ndicates vzt one well will Srain 640 acres

adecuztely, then of murce, *there would be no resscen for any

afaitionzl density <davelopment, 4Attl.e szme time, the




Lentative spacin, whicr ve hove zsked for wonldc crnit &
srester Cericity develcpnent in ihe event the zccwnuilaied datu
indicates thet suvch additiornl Jdrilling vould e warranted,

I do not belicve lnzat any one of us row czn szy that tnis
field should be orilled on the same density as the Hugcton
gas Tield, which is grircipslly one well to a section, nor
can we say conversely that 1t should pe cne well to 160
ecres, because we hzve a paucity of data,

+Re SCHULTZ: %ould you zzgree thot neight Stanolind nor the

]

other operators “.ve data at this time for proper spacing

regulations? Is thal right?

A, I don't lile the wording of your cuestion, %ould you
mind clarifying that a bit?

MR, SCIHULTZ: Vell, ¢id you testify Jjust now that you don't
have the adequate data to acsk for a permanent spacing?

A, That is correct., We are not asking for a nermanent spac~
ing.

MR. SCHULTZ: If the spacing program, other than a €&40,were

decided upon by the Commission, there is nothing that would

keep the Stanoclind from stepping out and determining the

=

imits of trhe vroducing area by extension wells. Is that

R

=
|

sht
A. There is nothing phyciczlly in the road, However, we

are not sufficiently impressed with tne economics of this
field that we woull--that we are anxious to go Into an cxiven-
sive development program until such time as we know more zbout
it.

“R. SCEULTZ: Where dic¢ you lose mud? In what zone?

L. The principal loss was in the roint Lookout,

w

e Would you say that that had anything>to do with the net




open low potertial of ihat well?

A. Ve do not believe s0, feciuse we recovered a very large
guantity of thzt mud in our continued projgress vith cable
tocols; by baling the hole znd scraping it., 4nd in addition,
the tcects that were taken after--as the well was completed,
did not indicate that the holc waec filling with mud any more,
»R. SCHULTZ: How much mué did you lose in it originally?

A. In the neighborhocd of 4,000 barrels.

IR, SCHULTZ: How much did you recover ap, roximately?

A, Approximately a good--a grand total, we believe, in
excess of 3,000 barrels., Now, part of that we lmow was

lost behind the plpe because we ran the production string
with the rotary tools. The hole, of course, 1s still logded
with mud. It was necessary to set a cement plug in the for-
mation above this lost circulation point irn order to have

a mud column during the period of running the casing.

vR. SCEULTZ: Don't you feel--let me ask it this wzy. Do you
feel that mud in the formation would restrict the flow of

gas into the bore hole?

A, It is normally figured that that is true.

Q. If you lost 1,000 barrels--that is what you fizure you
¢idnt't recover--don't you feel that will substantially reduce
the open flow capacity of that well?

A, The thousand figure is =z rough ap roximation,

LB, SCHULIZ: T appreclate that,

L. In the secend pjlace, there is some consicerzble gportion
of that which is berind the pige. Iow. much is back there,

I don't know, Low much of that variation is due to zan in-

determinable error because of carrying across the country

an¢ not being gauzed in tanxks, and so forth; ti:ocse are
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factors witleh make 1y ninost lnigoseible oy e Lo say Liow
much is in there.
MRr. CCHUL1Z: Do you tiink that any mud in the formation of
a Jow pressure gas area wo'ilG restrict the ogen flow and
deliverability of the well?
A, I believe that that is the ncrmal condition. low much it
affects that, howevery, I don't know that anyone--at least, I
wvouldn't feel free tc estimate it,
MR. SCHULTZ: Would ycu cdrill another well in the arca the
way you did this Flliott B~17
A. I do not believe that we would.
1.Re SCEULTZ: Do you believe if you completed the well with
cable tools it would increase the open flow considerably?
A. We have no concrete data on which to bzse such an assump-
tion. As I understand it, the only well which was cable tooled
to the Mesaverde was apparently in a poor section of the field.
I do not know for sure about that, In other words, I am not
quoting from my own knowleage on that. So, if that is true,
we only have one cable tool completion on which to base come
sort of an estimate., Ferhaps the operator who drilled the
well could make a statement to that effect. I am not'prepared
to.
MR, SCHULTZ: Mr. Jenkins, do you know anything about the cost
of drilling the Florance wells?
A, No, I do not. I imagine that the Florance people could
testify as to hat. |
FR., SCEULTZ: That is ali I havs,
+¥. MODRALL: Eeprésenting tne BZrookhaven Gil Company. iir,

h

Jerkins, yocu are familiar in a generel way with the ownership

of the mineral rights in this gronosed area that 1is repre-
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sented on the Yate thet you Yoo Linconthad

Lo Irn & ceneral usy,y ves, gir,

HQ0RELLy Yes, thet is what I hwad referred to., The hrown

A. Thet reriresents prentas?d lond,
LTl VCDE AL snd that crea 15 held gsen=rally in comparatively
small blocks as far as mincral interests zre concerned?

A. If you will reecall, I did not testify on the preparation
of this mape.

MR, SETR: ir. Umbach did.

A. To the bect of ny lnovledge, what you say 1is true,

Tte MODRALL: But you zre familiar in 2 general way with the
owvnership in thrrougn there?

A. Yes,

MR, MCLEALL: And the zink are: s stste-oOwned lands?
A, Yes,

Y

Mee, 1CDRALL: I think that is =211y Hr. Jenkins, you can lay

the map down, You are zlso familiar with the fzct that stzte-

ovwned land, as far as state lesses zre concerned, are held

in comparzatively sm211l blocks of 40 zand 82 zecres?

(&5

A. That is what I understand.

VB, MOLRALL: If the Comaission shnould zdéept this proposed
E40-~acre spacing, how ¢o you think that would affeet the
holders of these small acrezges as for as developing their

holdings?

Le They zre permitted urcer a statute of the Stote of Ilew




Moxlico to pool tredir lands ondg Lhelr Jriereste until fhey have
a sufficlent zmount of ancrez:e to nmake uy the wininan eize
drilling unit as esiobliched by the Cemmission.

Fa. ICDRLLL:  Isn't 1t a facty lir., Jenkirs, that vhere you
have anywhere fror six to ten ownership, or possibly more, in
a arilling unit that from a preactical stzndgoint it greatly
increases the diffliculty of getting such z drilling unit
together and a uwnitization plan on that unit?

A. Well, that i1s an obvious qguestion there., Ainy time you
haée to consult with more than y-urself on whether you want
to do this or not do this you have more difficulty than if
you are the sole gossessor of that plece of property.

MR. MODRALL: That would obviously increase the difficulty of
any of the small owners of mineral interests in there in
developing their own property, would it not?

A, Vwell, to some small extent, I imagine it would,

iiR. MODRALL: And tc what extent you are not prepared to say¥
A, That is correct,

MR. {ODRALL: Eut it obviously would facilitate the develop-
ment of large acreages like Stanolind's, whereas it would
ma¥ke 1t more difficult the development of zcreages neld in
small leases, would it not¥y

A. It if please the Commission, I wculd like to display on
the map here--if you will note the yellow color on here,

not the orange but the yellow, represents Stanolind's acreage.
You can see on that that we only nzve a totzl of five solid
blocks zbout which we would not have to ccnsult with anybody
else if a 640-gzcre drilling unit was adopted., 'ie are in a
better position thanr anybcdy else would be-as far as nzaving

¢ifficulty with royalty owners or other lease owners to
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communitize with other .perators to form a drilling unit,

iiie MOLRALL: If the spacing reguirement for the area was
adcpted as proposed on your exhibits, Mr. Jenkins, how would
you suggest that they handle some of these areas where

you haven't followed the section lines necessarilyy You
have a split down through some of the sections, have you not?
A. That is correct. 1he tentative boundaries--and recall
that they are tentative boundaries~-do run down through the
centers of some sections. <There is no reason why those
boundaries shouldn't be either increased or decreased to
follow some section line, or, similarly, if it is felt that
these are the final field boundaries, that the owners of
these two half sections here--~ in this particular instance
here, whoever owns this can drilli a well without consulting
any.ody because it is a 640-acre job.

Mfi. MOLALL: You are specifying a location in a particular
quarter section. They would obvicusly have to get a spacing
ruling from the Commission in order to follcw cut your spacing
plan if the Commission should adopt this spacing plan as you
recommend it,

A. That is correct., Ve do not intend to--in the event tuat
somebody finds the N Ef of a section to be an untenable
location, they could, for example, switch to the &lz or soue
other system of alternztives, which perhaps cculé be incor-
porated in the Commission's initial order, or, on lune other
hand, it could be handled by means_of a hardshipy case ilearing
or unorthodox location hearinge.

miie 1OLmilLL: HMr. Jenkins, I tnink you testifiea on direct
exawination that you belicved that there was souwe talk ol &

;lan to unitize the proposed area nere in its entirety,
Y ¥
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As 1 said that I velieved that was iy undersianding, thsti we
were in uhie process of atlewpting to push steps towards final
unitization.

vdie MCURALL: Isn't it a fact that once a unitization plan
had peen zdopted for the area, then it would be~~the interests
of all owners would be better preserved to have a spacing
order entered by the Commaission after that was done rather
than before?

A. The difficulty in waiting for the unitization is that
since there is some small portion of owners scattered

through there which have not been located nor leased to
operators, that in the interim period before those owners
could be contacted for unitization, that a considerable
number of wells could very conceivzbly be drilled on a hap-
hazard spacing arrangement which might ultimately be found
not to be to the best interests of all concerned,

Mite MUDKALL: Un the other Bnmd, hclding up development, or
possible development, by small owners would be postponed

if the Commission adopted the 640 spacing pattern at the
present time, would it not¥ |

A. Wwell, I don't understana why. I mean they would have no
more difiiculties than any other oper:tor who wiznt own, ior
example, 600 acres out of 640. 4And might ha,e--woula nave to
comnunitize a drilling site, a tract, in order to get a per-
mit,

rFR. MOURALL: bBut it is true, though, that the larger your
spacing pattern the c¢ifficulty increases as a matter of
degree in getting unitized drilling areas.

A, Yes.

Ko HODR&LL: How did you arrive at the 640 spacing area you
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are asking for?

A. ‘lhere are 30,000 acres estimated to be in the groductive
area; the tentative number. uhat mesns, for example, if

just one well is drilled on a section, that 50 wells would‘have
to be drilled, entailing an outlay of somewhere between four
and five million dollars before the field 1limits could be
ascertained ana adequate reservoir data similarly developed,
Naturally, the greater the density of wvell drilling, the longer
it would take to develop the field limitsi and the greater
amount of investment that would be required to initially
cover the area, At the same time, you are cocnfronted with

a lack of a market, wnich has a tendency, well, to not
encourage extension drilling.

I“R. MODRALL: You don't think then that the field is going to
be over-drilled until you would get a market, dc you?

A. Well, I couldn't estimate what all the operators are
going to do,

“iRe MODRALL: There is goling to be a potential market there
or there is not golng to be very many wells drilled.

A, I believe that is correct,

#¥R. MODRALL: You gave some figures, represented on this
graph I think here, as to your potential proaucticn of the
Blanco wells as compared to the Kutz Canyon wells. 1 think
you were basing your figures of slanco on the Elliott well.
A. Those potential figures were taken from tests at the
Elliott and the rierce No, l.

#¥R. MOLRALL: which is on the Blanco structure,

A, Yes, sir,

iR. $ODRALL: In working up your figures, did you attempt to,

or could you zive us a pretty falr estimate as to the recover-
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able reserves per acre, Or any way ycu care to, on the various
spacings, 160, 320, 640? You gave some figures on develop-
ment costs along that line.

A. I don't believe I am prepared at this time to testify along
that line,

MR, ~OLDRALL: You haven't made any figures on that?

A. 1 have, but I do not feel that I have conclusive infor-
mation. .

IMR. MODRALL: Well, the figures you have made, would they or
would they not indicate that you would have greater recoverable
reserves on a 160-acre spacing, we will say?

A. Greater recoverable reserves on a 160-acre spacing¥?

:Re MODRALL: If you had it on 160 rather than on €40%

A., 1 am not sure that I got your question just right, but

let me say this. That in the absence of any interference
tests, or production decline data, that I myself would not
want to make any estimates as to what the recovery compari-
son would be. I believe it, under the circumstances,to be

too recent,

MR. MODRALL: You haye definitely good quality sands there,
pay sands. I think you testified 42 net in one pay and
another one 53. That is considered a good character sand

and good reserves, is it not?v

A, Qualified, of course, by the degree of porosity, permea-
bility, and connate water.

MH. MODRELL: And with that thlckness of sands in thils area,
and the data that you do have, wouldn't you agree that gro-
bably yoﬁlwould recover a greater amount of gas with spacing
less than 640% ”

A. No, I couldn't say yes and I couldn't say no at this time.




il ».CLRALL: Well, ir. Jenkins, isn't it a fact that as
little as 1s known about the blanco area that the itain object
of getting a 640 spacing at this time is siugly to save you a
good deal of possible cost in development?
A. You have made a ratner direct statement there ....

IfRs MODRALL: .... well, I was just asking whether or not
that is not the reason for the request for this spacing%

A. As I previously stated, we believe that it is desirable
to first find out in once sense just how much money you have
in the bank before we start loaning it out, so to speak,

In this respect here, before we, or anyone else,would attempt
large expenditures in this region, we would have to know just
how good is the investment. Just how much return are we

going to get on each dollar we put in.

MR, MCLRALL: And you are not prepazred to say at this time . e
that your request for 640-acre spacing is necessary to prevent
waste in that field are you?

A. The 640, as I said,, was a suggested drilling site size.
Even that involves the drilling of 50 wells to adequately
determine the extent of the reservoir without an undue

amount of so-called semi-wildcatting. 4nd it was felt that
if a 640-acre drilling size unit was established, that there
would be a tendency to do more gradual stepping out rather
than a develapment of a more intensified nature around a
semi-proven area.

MR, #ODRALL: I think that is all.

Mi. MCLBAN: I believe you testified a minﬁte’ago that you
estimated that the probable cost per well in the Lblanco

Field would be around $110,000.00%

A, No,y sir, I testified that the cost in the . L., Elliott




B=1 as cf the la.t zcceunting had run to 2110,000,00.

#HRe MCLEAN: And do you ha,e reason to believe that your cost

-
in drilling any future wells will be less than that¥

A, Wwe certainly think so an¢ hope so,

rRe McLEAN: bBut you don't know?

A. Wwell, that is not until we have the exgperience,

rRe McLEAN: And I believe you also testified that you knew

of no market at the present time for the gas.

A. That is correct, as far as 1 know we have no market,

ki, McLEAN: Well, do you know the apyroximate number of acres
in which Stanolind has an interest in the minerals in this
field¥

A. ©No, I do not know that myself.

#R. McLEAN: Do you know approximately the percentaze of

the acreage in the field in which Stanolind has an interest
in the oil and gas and other minerals? Do any of your maps
show that? (n any of your exhibits?

CO:MISSIONER SrUKRIZR: ®r. iclean, Ilir, Umbach is pgrepared

to answer that, |

riR. UMBACH: 1 am not prepared to give the exact figures.
However, the plat there, if you want to take tne time and add
up the acreage .,.. L

1R. McLEAN: Could &ou give us an approximation?

riRe UMBACLi: NOe

MR. McLEAN: Wwell, your company does own a very large amount
of acreage as sncwn on the plat, You don't know what per-
centage of the field?

MR, UMBACH: I haven't figured it out. That is up to the land
department,

¥R. McLEAN : Mr. Jenmkins, if there were tracts tec be unitized




and a number of different cuners oi acreage in each unit, it
would be necessary for all of thnose owners to agree upon the
plan for developing that unit, isn't that righty

A, I would prefer to refer that question to the Commission's
lawyer, who is more properly qualified to state along that
iiney if it please the Commission, because there is a statute
covering that as I understand it,

CU....ISSIONER SrURRIER: .ir. Graham, are you prepared to answver
the gentleman's question?

¥R. GrAHAIM: We require a majority of tne owners.

MK. McLEAN: A4 majority of the owners on an acreage basis?
MR. GRALAM: Yes, sir.

Re McLEAN: In other words, i1f one or more owners control

50 percent of one unit, then they would have the right to

say whether or not that unit was ...

MR, GRAHAM: .... it is on an ownership basis. The individual
can try to get as near 100 percent of the owners as possible.
But if a single individual doesn't wish to get in, he doesn't
have to come in.

MR. SETH: Isn't there a statute by which the Commission

can cause the pocling of tracts of small units?

COrunISSIONER SPURKIER: It has been twice exercised,Judge,
MRe McLEAN: In the prcposed development of the plan, .,
Jenkins, isn't it true that Stanolind either owns all of a
number of the units, or the majority of the acreage in a nua-
ber of the proposed units?

A, Ve own all of the acreage in six units. And from the
appearance of this plat here, we own slightly in excess of

50 percent of the acreage in perhaps nine units., That would

be fourteen out of fifty, roughly.

-7 7=




e McLEAKN: Now, you hazve ity units set up there on your
exhibit, but isn't it true that at the present time it isn't
known whether tne blanco field covers that entire area?

A. Well, that is not certain.

R. McLEAN: That is true, isn't it¥

A. Yes.,

MR. McLEAN: Isn't it also true that if one company controlling
a number of drilling uriits did not deem it economically prac-
ticable to further develop a field, that that might seriously
impede the develaépment of that field?

A, In speaking in generalities, whzt you say is true, but

it doesn't apply as I see it in this particular case because

we are not the majority cwner.

MR. McLEAN: Eut you are the majority owner of about fourteen
or fifteen of those 640 acre proposed units? Isn't that .
right?

COMMISSION:ZR SFURnIER: Mr,. ilcLean, I am just asking this
because I don't know what you are driving at. Do you mean to
say that fifteen wells could be drilled here and then you

could stop and the limits of the gool would not be knowun,

and yet you could just stop drilling?

MR, McLEAK: The point I was naking was that if one company

or person owns a large number pf the proposed drilling units,
and 1f that particular company or individual believes there

is no market for the gasyand believes that the cost of drill-
ing is very high, and believes that the ultimate recovery 1is
very low, then maybe the field will not be developed. Whereas
if there is some other persons who believe they can economically

drill wells, they »ight be prevented from doing so because of

the large €4O-acre blocks,




ClLiu 00 ek i Ui bondiats  wire wi0rreld,y cocon't your cepart-
ment require ofiset driiliing until tne limics of the lield are
determined wiuviin reasony
e Mlidiilow: Thalt is true,.

CCudiISSIULIR SrunIilids Does that —wole sy difference to vhat
Jou ire sayineg, ml's iCLcank |

MR, McLEAN: That is true to some extent, But isn't this true,
Mr. Morrell? 1In order for an offset well to be drilled, if
you had a 640-acre unit with a number of different owners, it
would be necessary to get a substantial percentage of those
owners to agree upon some method of development and who would
be the operator and how tc do it,

COMMISSIONER SPURRIER: Let's go one step farther., Mr. Morrell,
they either drill the well or you force the payment of compen-
satory royalty without regard to who the owners are. I am not
trying to make a point in favor of anybody. I am trying to
show--what percent is Federal, Mr. Morrell?

MR. MORRELL: Roughly 85 per cent.

COMMISSIONER, SPURRIER: You said drill three or four wells and
stop,

MR. SCHULTZ: Do you require offset drilling where Government
acreage is offset?

MR. MORRELL: That is a point I want to qualify. In this
particular area the royalty rate to the United States is the
same, so0, as between Government tracts, there would be no
offset requirement. If the well were drilled on state land, it
would,

MR, SCHULTZ: Most of this is Government acreage.

MR. MORRELL: The majovity is Government acreage. However,

the distribution of the acreage owned by the state and the




patented land is the key to this whole problem, and 1s what
has instigated preliminary meetings and the reguest for this
hearing, v

MR. ENGLISH: If somebody owned the royalty and he demanded
that you drill it--it is Government land and the acgreage
beleéngs to someone else, and he says I want my royalty, how
can you keep him from it?

MR, MORRELL: By going before the Commission and getting it
thrashed out, I believe that answers it.

MR, McLEAN: Mr., Jenkins, I believe you testified a few minutes
ago that you were unable to testify how long it would take to--
take for each well in the Blanco field to pay out because you
had no figures as to the price that could be obtained for the
gas?

A, That is correct,

MR. McLEAN: Are you famillar with the general price that is
paid for gas in that same area in other fields?

A. How do you mean in your statement about the same area?
MR. McLEAN: Are you acquainted with the general levels of
prices of this gas in other fields in the same general ares?
A, Yes.,

MR, McLEAN: This gas in the Blanco field is sweet gas, isn't
it?

A, Yes.

MR, McLZAN: Now, if there should be a market for this gas

at the well head, could you say what would be the probable
price of the gas, considering what is being paid in other
fields in the same general area?

A. No, I couldntt, I can tell you why. I have absolutely

nothing to do with what we agree to accept for our production.
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That is a matter for our management to decide. I couldn't
answer your question.

MR. MecLiAN: If you were to assume that the price would be
approximately 7¢ per thousand cu. ft., cotvld you tell then
what it would be~-what would be the approximate pay out period
for those wells?

A. You would have to carry it still further to what would

be the take per day, or what would be the various clauses

in the contracts and whether there is any escalator phrases,
and so ferth,

MR, McLEAN: I believe you said you were unfamiliar with the
cost figures of drilling wells other than your own?

A, That is correct.

MR. McLEAN: Were you present or did you have a representative
present when these other wells in the Blanco field were being
drilled?

A, I believe we had a representative present when some of the
wells were drilled.

MR. McLEAN: Do you know which ores they were?

A. The No. 1 Shaw, I krow that we had a representative there
during a portion of the drilling of that well. As far as the
rest of them are concerned, I do not know.

MR, McLEAN: I believe that is all, Thank you.

MR. McCORMICK: I would like to ask Mr. McLean something.

How much 1s paid for gas in the Kutz Canyon field?®

MR, MCLEAN: 1 belleve Mr, Jim Cole can answer these guestions
better than I could.

COMMISSIONER SPUz:IER: We will recess for five minutes,

(Recess)
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COMMISSIONER SFUsRkISR: Gentlemen in the interests of time,
let's let the record show that the going price-~the only
price, I guess, in the Kutz Canyon field-Fulcher Basin area
£as pool=-is 5¢ a thousand. If I am not correct--Mr. Cole
says I am. lMr. Morgan, you have a qguestion?

MR. MORGAN: Of the Wood River 01l & Refining Co. Mr. Jenkins,
your employees, and I suppose they are under your direction,
made some tests on Mr. Florance's wells. 1Is it true that

the static shut-in gas pressure on the Jane Mansfield was
1,095, and on the J, A, Pierce was 1,1207? Determined by

dead weight testing methods. Substantially around 1,100
pounds?

A. No, I cannot confirm ....

¥R. MOKGAN: 3You offered an exhibit to the state showing criti-
cal flow data on one of the Florance wells.,

A., But you quoted some wells that I don't know the names of,
MR, MOLGAN: The dMansfield or J. Pierce.

A. One of the Pierce wells?

MR. MORGAN: There is only one Plerce well, so what is the
static on the shut-in, the gauge pressure on the Fierce well?
¥Re McCORMICK: You may refer to these exhibits, if you like,
A. I imagine that broken down separately ee..

MR. MORGAN: Will you agree for the record that it was approxi-
mately 1,100 pounds?

A. No, I wouldn't,

MR. MCAGAN: Would you recognize this photostat as your own
work sheet and your own engineer showing the Pilerce shut-in
pressure?

A. Something here I recognize.,

MR. MORGAN: These are the work sheets that that critical flow
was taken from? Mr. Elkins furnished it,

A, Let me see this here, I recognize this., And I recognize

this., Now, you have the data sheet ....
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vRe MOEGAK: Here 1is tue work sheet., Your own engineers,
the photostat of it.

A. DNow, according to this it shows it is 1,300.

M. MORGAN: That is at the base of the sand. But what is the
gauge from which that is calculated?

A. I don't know.

MR. MOKGAN: The record shows 1,095 ....

A, Shut-in tube pressures.

MR, MORGAN: Yes, sir,

A, However, the circumstances under which that collection of
data was obtained on that particular page, I don't know what
they are. Whether twelve-~hour shut-in or twenty-four, or
what,

MR, MORGAN: But it is the data in statlc pressure on which
you based your critical flow or study of the Pierce well,

is that correct?

A, I believe that data was taken in connection with 1it,

but just what the circumstances were of that pgarticular data
sheet with relation to the well, of course, I do not know.
MR. MORGAN: What is the gauge pressure at the present tire,
shut-in, on the Elliott B. No. 1°

A, 1,212,

MR. MORGAN: 1In other words, approximately 100 pounds dif-
ferent from the Florance wells?

A. If you say the Florance wells are 1,100 something, that
is correct.

MR, MORGAN: For the record, that will be satisfactory. Do
you believe this is the area-- kr. Jenkins, do you believe
the area around the Elliott well, and the area around the

Florance wells are one and the same field and cne and the
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same reservolir in the Mesaverde formation?

A, 1 don't believe that anywhere in my testimony I said one
way or the other,

MR. MOnGAN: I am asking you,

A. 1 have left that up to people who have made a much
greater study of it than myself. And Mr., Umbach testified
that in hils opinion it was all one reservoir. And I feel
that since he has made more of a study of the section than I
have I am willing to take his word for it for the time being.
Mr. MORGAN: As an engineer, Mr. Jenxins, how do you account
for the discrepancy in the pressures, The difference in the
pressures of the one group of wells, if they are all in the
same reservoir?

A. I don't recognize thzat there is a great discrepancy

from what I have heard so far. If you are attempting to

get some explanation as to why there is 100 pounds difference
in shut-in gas pressures, there could be a multitude of
reasons tc¢ account for that difference. I certainly couldn't
say what they are, Because 1 do not know the conditions in
Florance's wells.,

MR. MORGAN: May 1 ask another question. Do you think that
it would be possible to drill a non-producing well between
the Florance wells and the Elliott well?

A, I would just say I would certainly be surprised.

MR. MOKGAN: I believe that is all., Thank you.

COMMISSICKNZR SPURRITR: Does anyone else desire to cross-
examine this witness?

MR. McCORMICK: I would like to ask the witness one question.
You have introduced Exhibit 5 here which shows many things,

but did tend to show, I think, physical waste might occur from
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a conservation standpoint if you had proration units of smaller
size than 640 acres. V“hat about economic waste?

A. I am not sure if I xnow what you mean by economlic waste?
Do you mean what materials are involved in drilling the well?
MR. McCORMICK: Yes. In your opinion, is it economically
feasible to develop this field on the basis of 1l60-acre
spacing from what you know of 1t%

A, Not from what we know of it now,

MR. McCORMICK: Do you think it is feasible on the basis

of 640-acre spacing?

A. Ve think it has a better chance of being an economic
venture then.,

MR. McCCRMICK: That is all.

COMMISSIONER SPURRIFR: I might add that economics are always
tied in with waste, They usually are in one way or another,
And while this Commission deals primarily with conservation
of 0il and gas, economics have such a direct bearing on it
that it is certainly not improper to discuss economics be-
fore this Commission., It has been done many times. Does
anyone else have any more questions of this witness?

MR. SCHULTZ: I would like to a2sk one more guestion, Mr,
Jenkins, does the Stanolind contemplate~~I understand from
your testimony that you have fourteen units on which you have
total or partial control? Is that right?

A, Yes, that i1s right.

MR, SCHULTZ: Does the Stanolind contemplate going in and
drilling fourteen wellsé

A. How soon?

Mi., SCHULTZ: Well, reasonable development,

A. Do you mind if I answer that guestion my way?
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MR. SCHULTZ: Sure.
A. We are considering a steady development in that fileld
after we can see that we can get some money for what we are

By that I mean that we do not have in mind the

putting in.
drastic extent of a boom, neither do we have in mind drilling,
starting in one well and maybe not drill another one for four

years, It will be entirely dependent. Our rate of develop-
ment will be entirely dependent upon the progress on uniti-

zation as well as what the economic picture appears to be at

the time the program for development is considered, In other
words, it is quite likely or possible that we would put in
a rig.in that field and drill as many locations as we could
with that one rig in one year as the circumstances warranted,
vwhich might be--in other words it-- just speaking my personal
opinion in this. I have not consulted with the people that

spend the money--I would think it would be quite likely that
next year we would drill in the neighborhood of five wells,

or maybe just one, maybe mne,
MR. SCHULTZ: Do you contemplate that'the well you have drilled
now, and wells that you will drill in the future, that you
will sell that gas to existing pipe lines in the San Juan

Basin now?
A. Well, as I answered sowme other questioner, that would
depend upon the terms at which the gas was offered.
MR. SCHULTZ: Do you favor unitization of the area?

A. I believe--yes, I personally favor it.

MR. SCHULTZ: Does the Stanolind Gll and Gas Company favor it?
A. I believe that we do, otherwise we wouldn't be spending
time and money in the efforts to unitize.
MR. SCHULTZ: If a majJority of operators in a proposed unit



area elect an operator other than Stanolind, would the Stano-
lind 0il and Gas Company still favor unitization?

A. I feel reasonably sure that we would, because we are
involved in several unitizations where we are not operatorse.
And I could give you some examples,

MR, SCHULTZ: That is all,

MR, BARNES: Mr. Jenkins, this deals indirectly with the fur-
ther development of the area, How do you think this 640-acre
spacing would affect drilling? For example, if a couple of

operators had taken considerable acreage in the area with

drilling commitments and this 640O-acre spacing went through,
that would relieve them of the necessity of drilling a lot of
those locations., Dont!t you think so%?
A. I would prefer to refer that question to our legal talent.
I don't profess to be able to answer that question, I know~= e
I don't know the answer myself, I was Jjust wondering. Could
you answer that Paul? Or Judge Seth?
MR. SETH: I would imagine it would relieve them,
MR. MODRALL: Depending upon the contract, wouldn't it, Mr.
Seth?
MR. SETH: That's right.
COMMISSIONER SPURRIER: Does anyone else have anything further
of this witness? If not, Mr, Jenkins,you are excused. Does
anyone else have any comments to make in this case? Or evi-
dence to present?
MR. McLEAN: I would like to present some evidence, please.
CASWELL SILVER, having been first duly sworn, testified
as follows:
DIRECT EXAMINATION BY MR. McLEAN:

Q. Will you state your name, please, sir,?
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A, Caswell Silver,

Q. Where do you live, Mr, Silver?

A. Aztec, New Mexico,

Q. What is your occupation?

A. Geologist.

Q. And with whom are you connected?

A. M. J. Florance,

Q. President of the Florance Drilling Company?

A. Yes,

Q. What is your educational background as a geologist, Mr,
Silver?

A. I have a bachelors and masters degree in geology and engineer-
ing.

Q. From what university?

A. University of New Mexico,

Q. Would you explain to the Commission briefly the nature
and extent of the experience you have had since your edu-
cational period?

A, VWell, approximately six years working in geology with the
United States Geological Survey and the United States Coast
and Geodetic Survey. The University of New Hexiéo and four
yearsyin the Navy as a geologist of the Navy.

Q. Are you acquainted with the Blanco field?

A, Yes,

Q. Done any work in that field?

A. Yes. |

Q. Has the Florance Drilling Company drilled any wells there?
A, Yes,

Q. How many?

A, Approximately five wells in the field--six wells in the
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field, if I may correct that.

Q. How many of them have been productive?

A. Three

Q. Three wvere dry holes?

A, No, two were dry holes, and the third of the non-produc-
tive wells was productive and it was decided to abandon the
well temporarily. Shut in,

Q. Not productive in commercial quantities?

A. Yes,

MR. McLEAN: 1Is the Commission satisfled with Mr. Silver's
professional requirements?

COMMISSIONER SPURRIER: Yes.

Q. Mr, Silver, could you tell us what the approximate cost
of drilling the wells you mentioned by the Florance Drilling
Company in the Blanco field have been?

A. The approximate cost of drilling the Mesaverde wells;
that is, drilled right to the Mesaverde section with rotary
tools, including all testing costs, pipe and completion costs,
vas $63,000,00 approximate average of the wells,

Q. What about the other wells?

A, One well was drilled to the Pictured Cliffs with approxi-
mate cost of $12,000,00. Another well was drilled to the

Farmington sand. I wouldn't be able to tell you the approxi-

mate cost on that, Mr. Florance could probably do that,

Q. Is the Florance Drilling Company planning to drill any
other well or wells in the near future?

A, As a contractor, it is planning to drill some wells immedia-
tely, with the permission of the Commission, under contract

for the Delhi 0il Company.,
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Q. And to what formation is it contemplated that those wells
will be drilled?

A, To the top of the Mesaverde,

Q. And could you tell us what the estimated cost of those
wells will be?

A, We estimate that the wells will be completedfor
$4+5,000,00,

Q. Could you tell us something about the character of the

gas in the Blanco field? Something about its composition?

A. I have before me the composition., Tests were run on four
wells owned by M. J. Florance and Wood River jointly. The
William Mansfield No. 4 in Section 29 ....

Qe eees NDOWy, Mr, Silver, this instrument that you are testi=-
fying from is marked Delhi 0il Company Exhibit 1. Is that right?
A, Yes. This instrument shows the compositicn of four wells e
drilled in the Blanco field, three of which were drilled by

M, J. Flerance on his own account and one drilled in

1927 to 1928 by the Huntington Park 0il Co., The composition
shown on this sheet--I would like to read from the sheet the
calculations which I am about to give, The average compo-
sition is based upon a C02 free sample as CO, is so low

the calculated values are as good as would be those cor-

rected for 602 content, I might add that the Huntington

Park Wm Mansfield No. 1 which has been producing for twenty
years is included in this average. 1Its composition is markedly
lower than the other wells. These analyses represent the
a:21y81s of the gas taken at the stallized flowing pressure

of 350 pounds, which was deemed to be close to the desirable
operating pressure of a gsoline absorption plant, The follow=

ing procedure was used for sampling these wells: the wells




vwere all open to the atmosphere, and blown down for a twenty-
four-hour period preceding the sample. Each well was then
partially shut in by three inch valve until there was a
stabilized rlowing pressure of 350 pounds, The sample
vessels were purged under this 350-pound flowing pressure
four times before the final sample was taken, The average
compbsition shows nitrogen .47 of one per cent, methane
85.51 per cent, ethane 8. 76 per cent, propane 3,27 per cent,
isobutane .39 of one per cent, N butane ,80 of one per cent,
pentane S plus .78 of one per cent. I might add that roughly
calculated on the basis of the composition just given that
there would be approximately one and one-tenth gallons--and
this testimony is from memory since I have the data in my
brief case, but I think I can give it very close, and it can
be check from this exhibit by any engineer--roughly one and
cne-tenth gallons per thousand cu. ft., of propane, .45 of

one gallen per thousand cu. ft., of butane--that is a combi-
nation of isobutane and normsl butane--and approxi mately .40
of one per cent--pardon me--.40 of one gallon of pentane
plus. The economic value of these products has considerable
bearing on the value of the gas in the field.

Q. Well, now, does the presence of these other liqulds that
you mention in the gas increase the value or decrease the value?
A. They increase the value,

Q. And does this gas in the Blanco field become more valuable
or less valuable than gas with a high hydro-sulfide content?
A. More valuable.

Q. And more or less than gas with a high carbon dioxide con-
tent? | |

A, More valuazble,




Q. Can you tell us whether or not it would be necessary to
put this gas through a treating process in order that the
gas would be sultable for sale to the general public for
domestic consumption?

A, It would not be necessary to treat this gas in any way.
Q. In other words, as compared to sour gas this gas would be
more valuable because you would save the cost of treating it?
A, Yes, sir,.

Q. Do you know approximately what perceﬁtage of the acreage
in the Blanco field the Florance Drilling Company has an
interest in?%

A. I am speaking from memory., The figures I have in mind
were delivered by Mr. Foster Morrell or Jack Frost at a pre-
liminary hearing to this hearing, and I believe that they
said that Wood River 0il and Refining Company and M. J.
Florence jJointly had a forty-three per cent interest. 1Is
that right, Mr. Morrell? Forty-three per cent interest in
the area shown or entered as an exhibit by Stanolind.

Q. You and Wood River 0il and Refining Company Jjointly own
that acreage?

A, Yes,

Q. Is all that in 640 acre tracts or is there some smaller
units?

A, There are some smaller tracts.

Q. So if the 64O=-scre spacing were set up, it would be neces-
sary for your company to join with other companies in arder
to develop the tracts in which you own an interest?

A, Yes. 1
Q. Do you know whether or not your company would be interested
in entering into an operating agreement for the development
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of any unit in the Blanco field if the operator represented
to you that it was going to cost over one hundred thousand
dollars to drill a well?

A, I can answer that definitely. We would not participate
in any plan where the cost was one hundred thousand dollars,
or even rifty thousand dollars, since we believe that wells
can be completed under a figure of fifty thousand dollars.
Q. In other words, you can drill them for considerably less
than that?

A, Yes,

Q. And have drilled them for considerably less?

A, I cannot go with you on that final statement. To date
ve have not drilled one for considerably less than that.
But our drilling experience has shown that under the com-
pletion practice recommended by the Geoclogical Survey that
drilling a well to the top of the Mesaverde would be con-
siderably cheaper than any heretofore drilled.

Q. You have not drilled any that cost less--cost anywhere
near one hundred thousand dollars?

A. Ko, ve have not,

Q. Can you tell us something about the nature and character
of the topography in the general area of the Blanco fleld?

A. The description of the topography is always general. I
would describe the topography on the Blanco field as varying
from flat to moderately hilly to extremely rough. There are
many dry washes that become impassable in flash floods,

and numerous high cliffs of'sandstoﬁé exceeding 500 feet in
height, so that in many areas it is difficult to go between
two points a mile apart without traversing four or five miles,
Q. If it were necessary to drill a well within a few hundred

«93~




feet of a designated location, and that point happened to be
in a very irregular terrain, do you have any idea as tc how
much it would cost to drill such a well because of the nature
of the topography?

A. That would depend entirely upon the particular location
involved.

Q. It would be considerably an extra cost in any event,
wouldn't it?

A, Yes, 1t would.

Q. Now, as to the market for gas. There isn't any gas being
produced and sold from this field at the present time?

A. Yes, there 1is,

Q. Could you tell us what that 1s?

A. One well, the Huntington Park No. 1, which has been produce
ing gas for twenty years, delivers gas to Aztec, N. M, through
approximately a ten-mile pipe line,

Qe And do you have any geological data obtained from the dril=-
ling of th;t vell?

A. Records on that well were very poor. We have some old
logs which we consider unreliable,

Q. But as to all wells that have been drilled since that
well there is no actual gas production at the present time?
A, No, there is not,

Q. Do you know whether or not in the forseeable future there
will be a market for gas in that field other than the market
to Aztec which you have already mentioned?

A. I have no positive assurance in the form of a written
agreement, but I have had verbal assurance that there will be
a pipe line constructed to the area within the next few
months., A fourteen-inch pipe lire,




Q. Based upon your experience as to costs of drilling these
vells, do you think that it will be profitabdle for your
company to drill wells and develop this fileld if there is a
line laid to the field so that there would be a market for

the gas?

A. I do.

Q. Do you think that wells would pay out if there were such
a line laid to the field?

A. At this point I would say, I would agree with Stanolind
that the amount of information in the field is rather poor,
There is no way of telling at the present time exactly what
the pay out would be in this field., However, based upon
figures given in testimony by Mr. Jenkins today on that field,
taking his thickness of effective pay, his bottomhole pres-
sures, his porosity, his percent connate water, and roughly
estimating the amount of recoverable gas in the area, I would
say that if the formations were uniformly to average the effec-
tive thickness that he indicated 1n the Elliott well, that the
reserves in the Blanco field would exceed 20,000,000 cu, ft,.
per acre in the Mesaverde formation, That can be checked by
merely using the figures gilven in testimony today. That is
based upon a 200-pound abandonment pressure,

Q. Now, Mr, Silver, from your experience in this field, would
you say that you have had enough reliable engineering and
geological data from which you could determine the extent of
this field?

A. No,

COMMISSIONER SPURRIER: Mr, McLean, does the record show the

number of acreas you are speaking of when you say a well will

pay out?




MR, MCLEAN: No, it doesn't.

Q. When you were testifying a moment ago as to whether or not
wells would pay out, could you tell us how many acres would
be necessary to be included in that well unit in order for
the well to pay out?

A. That is a question of economics extending over a long
period of time, It varies with the variable interest rates.
Also varies with the production history of those wells., It
would be impossible at the present time to tell how much
acreage would be necessary to make a well pay out,

Q. Do you think there 1s considerable--enough--data available
at the present time so that a fair comparison could be made
between the Blanco field and the Kutz Canyon field, thereby
using data obtained from the Kutz Canyon field as a guide for
what will take place in the Blanco field?

A, No, I do not,.

Q. In other words, it would not be a reliable way of trying
to determine what will be encountered in the Blanco field?

A, It would not. In my opinlon, of course,

Q. Do you think there is enough data avalilable so that it
could be determined at the present time whether or not one
well in the Blanco field would drain 640 acres?

A. No, there is not enough data at the present time,

Q. And as to the cost of the wells per acre, Mr. Jenkins
testified to that a moment ago. I believe he testified that
if one well were drilled for every 640 acres, then that wowmld
be just one=fourth the cost per acre as if one well wvere
drilled per 160 acres, That would be true only in the event
that the one well drained the entire 6ko-a¢re-tract?

A, That is true.
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Q. In your opinion, Mr. Silver, would a 640-acre spacing rule
allow sufficient flexibility of development of the Blanco
field so that there would be an optimum recovery of gas from
it?

A. Noj; that is, if I may qualify that no. So little is known
concerning the reservoir characteristics in the Blanco field,
that 1t would be impossible to predict at the present time

the effective radius of the drainage of any well in the

field.

Q. What, in your opinion, would be the most practicable way
of obtaining the most economical and practicable exploita-
tion of this gas? Would it be to have no spacing requirements
or would it be to have less than 64O-acre units or what?

A. As there-~this field appears to be a marginal gas field,
It could become overdeveloped in a little area so that some

of the wells would not pay out in the preliminary stages.
However, it is my opinion that more would be learned about

the reservoir characteristics from a few wells closer together;
that 1s, more would be learned in a shorter length of time,
than from the same number of wells spaced on 64O-acres..

Too, I will say that one might refer to simple geometry,

which says that effective area drained is porportional to

the square of the radius that well drains. If you have wells
640 acres apart versus wells 320 acres, whichwould be a half
mile apart, simple geometry would say that 1t would take four
times as much, presuming you had a uniform reservoir throughe--
to decrease interference between the wells., If you had wil-
form reservoir and uniform communication, That-is something
we don't know about that reservoir, What the communication

will be and whether there will be interference.




COMMISSIONER SPURRIER: Mr. MclLean, how much longer do you
anticipate it will take you here?

MR. McLEAN: I can finish my part in just a few minutes,
COMMISSIONER SPURRIER: Judge Seth, do you have a rebuttal?
MR, SETH: I just want to ask a few questions.

COMMISSICNER SPURRIER: Does anyone else have any lengthy
comments to add? If we can finish in fifteen minutes, that
is all right, Otherwise, we will shut down until tomorrow
morning at ten o'clock.

MR, McLEAN: It will probably take morethan fifteen minutes,
COMMISSIONER SPURRIER: That 1s the way I feel, I am inclined
to call the meeting to a halt. Do you have any preferencs
as to the time we shall meet in the morning?

(Discussion omitted)

COMMISSIONER SPURRIER: I guess nine ofclock will be fine,
This meeting 1s recessed until that time.

(Hearing resumed at nine o'clock A. M, Oct. 29, 1948,)
COMMISSIONER SPURRIERK: Gentlemen, lets get started. Mr.
McLean, we will remind Mr., Silver that he was sworn yesterday,
Q. Mr. Silver, in the petition which was filed in this case
the Commission was asked to impose a rule requiring the setting
of surface pipe through the shallow water beds in the Blanco
field, and in any event to a depth of 250 feet, I believe.
What, in your opinion, would be a fair, reasonable, and
practical requirement for the setting of surface pipe?

A. I believe that the purpose for which surface pipe 1s used
would be best served by setting the surface dpe a sufficient
depth into a hard rock:formation\and circulating cement to the
surface to insure that proper control and prevention of blow

out could be prevented. In some areas where there was




considerable fill, alluvial fill, they might want as much as
four or five hundred feet of surface pipe. Other areas where
hard sandstone occurs immediately at the surface, some fifty
feet of surface pije would be entirely adequate. Any require-
ment such as is proposed in the petition presented by Stano-
lind to the 01l and Gas Commission would increase the expense
of the well markedly. And since we are dealing with an area
in which the economics of the situation, the cost of drilling,
is a large factor, it is in the interests of conservation and
development of the area that costs be kept down..

Q. In the wells that your company has already drilled in

the field, how was the surface pipe set, and to what depth
was it set?

A, I am giving approximate depths of surface pipe., We set,

I believe, 800 feet down the first well., Thereafter, reduced
it to some 350 feet, and then further reduced it to some

220 feet. And since that time we have started the practice

of drilling some fifty feet into a hard, firm subsurface

rock and circulating cement to the surface. And in some cases
put in 100 feet, and 1n some cases 70 feet, and in sore cases
130 feet, depending upon the merits of the situation as deter=
mined by the drilling.

Q. How deep were the shallow water beds usually?

A, We have found in the area that water is present at variable
depths in the tertiary formations. In the wells which we have
drilled in the field, the largest fiow of water has been
encountered in the low part of the Animas formation and in
the 0jo Alamo sandstone, where we have encountered suffi-

cient quantities of water to come to the surface if left

uncontrolled,.




Q. About how deep were those formations just mentioned?

A. In the average over the block we have encountered strong
flows of water at seven, elght, and nine hundred feet, and
eleven hundred feet, That is approximate,

Q. Could you tell us something about the physical charace-
teristics of this water you have encountered?

A, Well, very little is known about the physical characteristics
of the water, except that-=-I say very little is known in
that no accurate chemical analysls has ever been made-=how-
ever, some of the surface--some of the formation waters do
seep to the surface in the area. In Section 29 in Township
30 North, 9 West, immediately back of the house on the M. J.
Florance~Wood River Mansfield wells there is a natural seep
occuring in the formation which is sulphurous and poisonous
to animals, which has been the subjeect of difficulty to
local ranchers. In the Goede No. 1 we encountered a strong
flow of water at 760 feet, which by cursory examination and
tagpte appeared to be the same type of water that occurred in
surface'seepage, sulphurous and unpalatable and probably
polsonous to stock, although that is not known.

Q. Well, from your esperience in the field, would you say
that the proposed rule as stated in Stanolind's petition in
this case would be unnecessary?

A, Yes. I think in some cases it would so markedly increase
the cost of drilling the well as to make 1t difficult for
some small operators to obtain the necessary large size sur=
face pipe and go to the additional expense of carrying a
well to the depth indicated in the petition. 1In my opinion,

such a depth would be unnecessary in many cases,

Q. You think that setting at least fifty feet in the first




hard rock formation would be sufficient?

A, Yes, I do.

Q. Now, you gave quite a bit of testimony yesterday, iir.
Silver. Consldering all ycur testlmony and experience,

would you say--are you in a position to state--what sort of
spacing requirements would, in your opinion, be practical and
fair to all interested parties in the Blanco field?

A, It would appear to me that 320-acre spacing would be a
fair preliminary spacing in the Blanco field, subject to the
further determination of the reservoir charactedstics through
production and pressure decline, at which later date the
proper spacing in the field could be more adequately detere
mined.

Q. Just so that the Commission might have a brief summary

of some of the reasons that you gave yesterday--the testi-
mony was somewhat lengthy--let me ask you if this is sub-
stantially a correct summary of some of the reasons which
you gave for that opinion, First, that a 320-acre spacing
requirement would encourage the development of the Blanco
field more than a 640-acre spacing requirement., Is that cor-
rect?

A, Yes.

' Q. Second, that it would allow more flexibility of develop-
ment. Is that correct?

A. Yes, in so far as small interest owners would be enabled
to get together with greater facility.

Q. You might say then that it would make it easier for some
of the smaller owners not owning 640-acre blocks to unitize
and communitize their interests and be in a better position

to develop their tract. Is that right?
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A, Yes.

MR, McLEAN: I belleve that is all,
COMMISSIONER SPURRIER: Does anyone care to cross-examine
the witness further?
MR. SETH: May I ask a few questions?
COMMISSIONER SPURRIER: Judge Seth,

BY MR, SETH:
Q. Mr., filver, how many 640-acre tracts does your company
own? Use that map.
A, Thank you., On closer examination, I would say that we
owned eight full 640-acre tracts.
COMMISSIONER SPURRIER: Who is "we", Mr. Silver? Florance
Drilling Company?
A., We stands for M. J. Florance and Wood River in a ratio
of 50-50,
Q. There are a lot of fractional tracts?
A, Yes, there is,
Q. How many wells have you drilled in this area?
A. 1In the area shown in color on this map, we have drilled
four wells, one of which 1s not completed and not shown on
that map.
Q. Now, the proposed special regulations--I mean spacing
regulations-~ would enable your company to drill some six
more wells right away, would they not%
A, If they so desired, yes.
Q. And the eight you refer to are cases where you own 100
per cent of the section?
A. Yes., And I did not take into account those which might
have slready been drilled.
Q. Then you could go ahead and drill oﬁ at least six more of
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of those full sections if you wanted to?

A, Yes.

Q. Ncw, you say that this closer spacing would tend to more
rapldly develop the area?

A, If I may answer that question in my own way, there is
some question as to the definition of rapid development,

fo you mean rapid development from the point of view of th»
numbe: of wells drilled or amount of area to be proven up?

Q. I mean to determine, you might say, the reserves,

A. On the point of view of determing the reserves that would
be entirely dependent under either program, whether 320 or
640, on where the wells were drilled and who drilled., So,

I don't feel that I can adequately ....

Q. Wouldn't the 640-acre spacing tend to determine the boun-~
daries of the pool earlier than the 320-acre spacling?

A. For a given number of well, yes.

Q. VWell, isn't the determination of the boundarles of the
pool quite an important matter?

A, If I may answer that question in my own way ....?

Q. That is all I want,

A, The determination of the boundaries of the pocl and the
amount of reserves in the pool would be extremely important
were there no combmplative market available and it were neces-
sary to bring a plpe line into the area and to show a large
reserve so as tc induce a market, However, I believe we
will hear some testimony this morning which I am not familiar
uith myself which will tend to show that there wlll be an
immediate market in a very short time, and,therefore, the
determination of the boundaries of the field is not so im-

portant to the individual operators involved.,




Q. Wouldn't these widely scattered wells more accurately deter-
mine the whole geological situation underground?

A. It is always true that the more wells you drill the more
information you have.

Q. And the wider they are apart the better information you
would get?

A. That is not necessarily true, that the wider apart they are.
Q. Aren't these wells that you have there now close enough
for you to determine interference?

A. I don't believe it is possible to answer that question,

At the present time we don't know how close wells would have
to be to determine interference.

Q. Have you tried to determine interference?

A. No, we have not since no production has been taken from
the field, Without the waste of considerable quantities of
gas, in the interests of conservation we have never attempted
to determine interference,

Q. Your wells are spaced now as closely as they would be on

a 320-acre spacing pattern, are they not?

A, In part they are.

Q. And if not more--and even more closely spaced in some
instances?

A, I believe in one instance possibly.

Q. And it is your idea that you would drill unnecessary wells
in order to determine interference? »

A. No, not necessarily. We hope through production in the
field and pressure decline to be able to determine the charac-
teristics of the field and the amount of communication in

the field over a period of extended production.

Q. Well, isn't it important that the wells be so spaced as to




prevent interference, if possible?

A, That would depend entirely upon the characteristics of the
reservoir,

Q. Well, assuming that they should be spaced far enocugh
apart, wouldn't 1t be better to make wide spacing, and then
later on bring them closer together in a drilling pattern?
A, We think that the question of wide then comes into being.
It is my opinion that 320-acre is sufficiently wide.

Q. Wouldn't it be better-~there will be only a certain num-
ber of wells drilled in the field in all probability in the
course of several years. Isn't that the situation in all
probability?

A. Yes,

Q. Wouldn't you get more information about the reservoir,
its characteristices, and the average over the reservolr of
the producing pay, by wide spacing than by close spacing?

A, Well, T find 1t difficult to answer your question using
such an indefinite term as wide and nearrow., Could you be
more specific?

Q. Wouldn*t 640-acre spacing be~-more readily--cetermine
the character of the whole reservoir and its reserves than
the 320-acre spacing?

A. On the contrary, it is highly possible that with 640~
acre spacing it may take a much longer period of time to
determine the reservoir characteristics,

Q. Why?

A, Because the distanée between wells 1s greater and wells
drain an area laterally from the well bore. The size of

that area varles directly as the square of the radius of the

area drained, A well a mile apart from the other wells would




take four times as long to drain an area and show communication
as a well a half mile apart.

Q. Now, we all know that ....

A. +... presuming, I might add, that you have a uniform re=-
servolir with uniform porosity and optimum reservoir conditions,
Q. Assuming that only a limited number of wells will be drilled,
which, of course, is the case, wouldn't you get more informa-
tion by having them spred out on 640-scre spacing than on
320=acre spacing?

A, That 1s a matter of opinion. I am inclined to the

opinion that possibly 320-acre spacing would give you more
information. Not as to reserves but as to reservoir con-
ditions.

Q. You testified yesterday, I believe, about this being a
marginal pool, 1Is that your idea?

A. Yes,

Q. What do you mean by that?

A, I mean it is a field in which the future development is
closely tied to the economics, That is, the cost of drilling
and the cost of development as to the market price of gas.

Q. There isn't a great deal of margin to be hoped for? I
mean cost of production and cost of drilling?

A, On the contrary, our company is of the opinion that these
wells will have a very good pay out because of the rich,
moderately sweet nature of the gas, and the deliverability of
the wells,

Q. By marginal pool you meant one concerning which there is
some doubt, Is that what you mean by marginal pool?

A, No, I meant one in which costs have to be very carefully

controlled,

=106




Q. And for that very reason isn't the number of wells a very
important factor?

A. Yes, 1t is,

Q. You might drill wells so close that none would pay out?
A. That is always possible in any field,

Q. And particularly in a gas fieid?

A. Well, it follows,

Q. What is the market price of gas up there now?

A. Tomy knowledge, the only purchaser of gas is Southern
Union Production Company, which 1s paying a fair price of

5¢ a thousand.

Q. Is there any other purchaser immediately avallable?

A, Yes, we have been assured of another purchaser., I think
you will hear about it in testimony this morning.

Q. That will be several years off?

A, No. I am not familiar enough with the details, I would
rather leave that to the testimony of the later witness.

Q. In giving your cost of the well, I believe you said
forty-five to fifty thousand dollars to the top of the Mesa~

verde?

A. Well, I meant a completed cost of forty-five or fifty
thousand dollars.

Q. You sald to the top of the Mesaverde several times., What
do you mean by that?

A. I meant that I would drill with rotary tools to the top:-of
the Mesaverde, set pipe on the top of the Mesaverde, and set
standard tools and drill through the pays.

Q. Did you add the cost of the cable tools?

A, Yes,

Q. How much coring did youn do on those wells?
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A. In the case of the wells already completed?

Q. Yes.

A. I am not sure of the exact amount of coring that was done
in those wells, But no records were kept of the cores at

the time, I wasn't employed by the company.

Q. Did you core with cable tools?

A, Yes, ve do,

Q. In other words, there is no information prepared on the
coring available?

A, That is correct,

Q. And your figures that you gave here yesterday are all
based on the assumption that the Stanolind's coring is correct?
A, Did what?

Q. Based on the data that Stanolind obtained from 1its coring?
A, Not all information. What informatlion specifically did
you refer to?

Q. I mean the thickness of the pay, and so forth.

Q. Well, I have my own opinion as to the net pay and thick-
ness of the pay, which I, by virtue of examination of our
electic logs ....

Qe +ess but you testified yesterday several times, assuming
that you were basing your statements on Stanolind!s data.

Q. Only basing the amount of recoverable gas per acre on
Stanolind's data., It, incidentally, coincides very closely
with the data we had postulated from the electric logs.

Q. This forty-five to fifty thousand dollar cost which you
gave doesn't include that coring?

A. Not more than one core.

Q. And how much coring would that be proportionally? How

thick is the pay from the top of the Mesaverde to the bottom
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of the pay?

A. The total Mesaverda section is of some 650 to 800 feet,
and the net pay in that whole section might be a total of 150
feet,

Q. What do you mean by one core?

A. Well, the amount of core that would be cut by one trip
with the standard core barrel type J core barrel with onse
cutter head. Usually about eighteen to twenty feet,

Q. What was the cost per foot on those wells?

A, I don't have the figures.

Q. Florance is engaged in the drilling business for other
people, is it not?

A, Yes,

Q. Has a contract with Delhi 0il right now?

A, Yes,

Q. What is the cost per fooE?

A. Eight and a half dollars per foot.

Q. That doesn't include any furnishing of materials?

A, We furnish everything but the pipe and cement.

Q. And, of course, Delhi furnishes all the other materials
for the completion of the well?

A, Yes,

Q. Then what material do you furnish? Just the drilling?
A, We set the pipe,

Q. You do the work andthey furnish the materials, is that
right?

A, They just furnish the pipe and cement. As to water, mud,
and other materials, we furnish them all,

Q. Is there any other consideration in the contract?

A. No other consideration whatever. I believe that figures
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to $3%,500.00 to the top of the Mesaverde based on a 4,200
foot well.

Q. After getting to the top of the Mesaverde, what is the
cost?

A. Generally, $250,00 to $275.00 a day for standard tools.

Q. And they still furnish all the materials?

A. No. That is, in the event of standard tools there 1s no
material that need be furnished.

Q. They furnish the pipe?

A. There is no further need of pipe.

Q. Tubing?

A. Well, tubing, yes.

Q. They furnish the tubing?

A, Yes,

Q. How many feet do you make a day?

A. Using our experience in the area, from individual con-
tractors that we have compared, indicates that standard tools
can drill in that area 100 feet a day.

Q. Do you have any trouble with losing circulation in that
drilling of those wells?

A, We have never had any trouble with losing circulation down
to the point contracted with Delhi 0il Company.

Q. That is the top of the Mesaverde., But I--but when you get
down to the pay, do you keep circulation down there?

A, We have lost circulation down in the pay, yes. But in the
approved drilling and completion practice, which we now con-
template, that‘possibility of losing circulation is>avoided.
Q. Isn't it good drilling practice or good practice for any
01l operator to do considerable coring to finﬁ out what is

underground?
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A. If the needs of the situation require it, yes,

Q. And in a new field, don't the needs of the situation
require 1i¢%

A. Sometimes they do and sometimes they don't. In outpost
wells it is desirable, but perhaps in inside wells there is
considerable saving involved, and most operaters attempt to
save as much money as they can on a job,

Q. Don't they need geological data?
A, Yes.

Q. How do they get it?
A. Well, they can get it by performance characteristics of
the wells after completion.
Q. But where you are trying to spred out and find out the
characteristics of a new pool, isn't it almost essential that
coring be done?

A. Well, not necessarily. Some methods today of reconstruct-
ing cores--electric logs, extrapolation of electric logs--
succeed in giving much of the information at cheaper cost
than coring.

Q. Were you in charge of drilling the Florance wells already
drilled?
A, No. I was geologist on Shaw No, 1 and Shaw No, 2, which
are non-productive wells, I wasn't present when the other
wélls were drilled.,

Q. Did you take any cores in the ones you drilled?
A, Yes, sir,

Q. They were dry holes?
A, Yes, May I add at this point some testimony? If we had
not cored and had set pipe at the top of the Mesaverde, as

presently prepared, and then using standard tools, in all
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probability we would have had much more accurate information
about what the well would produce in guantities of gas than
by coring. Because when you core with rotary tools in fine
grain sandstone you harm and hurt the pay to such an extent
that it is difficult thereafter to determine what that pay
would do if given a chance without mud and water, So that

in this particular field it may be advantageous, and in fact
desirable, not to core through the Mesaverde..

Q. You recommend that?

A, Yesy, I recommend keeping mud and water off the pay.

Q. You think the field can be developed and its characteristics
learned without any more coring?

A, Yes, I do.

Q. How much more would it cost to set 250 feet of surface
pipe then to set fifty?

A, At the present time I am not familiar with the market
price of steel, but I do know what we are paying for pipe of
the size necessary for surface plipe in the area, We are pay-
ing from five to six dollars a foot for ten-inch pipe which we
use for surface pipe.

Q. That would add frbm a thousand to twelve hurdred dollars
to the cost of the well., That setting 1s not much of a pro-
blem?

A. That would add that much to the cost of the well where
the minimum of pipe 1s used. But in the case of setting pipe
to the shallow water beds that would entail the setting of
1,100 feet of pipe.

Q. Would you call that shallow water beds?

A, Yes, that 1s considered shallow.

Q. In arriving at the cost of these wells, would the Florance
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Drilling Company use its own equipment?

A, 1In part.

Q. Would it take into consideration the cost of depreciation

on its equipment?

A, Yes,

Q. How many wells has Florance drilled outside the Blanco

pool?

A, Oh, in the San Juan Basin about seven.

Q. About seven., In Kutz Canyon?

A, He has drilled some in Kutz Canyon.

Q. They are all drilled without coring?

A, Yes, with the exception of one in the El Hurfano area,

MR, SETH: That is all,

MR, McCORMICK: I would like to ask Mr, Silver some questions.
BY MR, McCORMICK:

Q. I presume you are expressing the views of the Florance

Drilling Company in your testimony?

A, Yes,

Q. That is not a corporation is 1t?

A, No, I am really expressing the views of M., J. Florance,

Q. And Mr, Florance is an equal partner with the Wecoa River

0il & Refining Company?

A. Yes,

Q. Are you also expressing the views of the Wood kKiver 0il

& Refining Company?

A. In this case, yes,

Q. Does the Florance Drilling Company have any drilling con-

tracts with the Delhi 0il Company. now?

A, Yes.

Do you knovw whether or not Delhi 0il Company 1s affiliated




with the Southern Union Gas Company?
A, I don't know their affiliation.
Q. Would the attitude of the Florance Drilling Company be
influenced by 1ts business relations with the Delhi 0il Com-
pany?
A. Absolutely not, The interests of the Florance Drilling
Company, as any independent operator in the area, is the rapid
development of the fleld and the marketing of the gas, and
the immediate possibility of income. We are influenced by the
possibility of getting an immedlate market for our gas and
getting a return on our investment in the area which exceeds
a quarter million dollars.

BY MR. BARNES:
Q. Mr. Silver, this is a question I don't think you can give
an exact figure to, but I think it is important for the
record. Under present conditions with the present spacing
regulations, and so forth, could you approximate how many
wells the Florance Drilling Company would plan to drill for
future development under present spacing regulations?
A. Of course, that is a decision of management, I do not
know, Mr, Florance has brought up the subject of drilling
two more wells almost immediately when we get our equipment
available,
Q. What I mean is in the course of developing the acreage
you hold in the area, Approximately how many wells do you
think you will drill to develop your acreage?
A, That will, of course, depend upon the available market.,
At the present time, I understand there will be an immediate
market for ten million cu., ft., Of course, that also 1nvolvesv

the deliverability of wells as allowed by the United States
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Geological Survey. That will all have to be worked out between
the open flow potential of the “wells and the Geological Survey
and operators involved.
Q. Well, if you had 320-acre spacing, would you drill the same
number of wells that you now contemplate? Let's put it that
way, without any actual figures. Do you think you would drill
the same number of 320-acre spacing wells as you would drill
under present spacing regulations?
A. There 1s a possibility that we would drill more since
our drilling would be facilitated by 320 instead of 640,
Q. Under 640 do you-=would you--still drill the same number
of wells?
A, We might not be able to drill the same number of wells
under 640,
Q. In other words, you feel under 320-acre spacing you would
probably drill more wells and drill them sooner?
A, Yes,
MR, BARNES: That is all,

BY MR, McCORMICK:
Q. Does your concern have any contract with a purchaser
up there to sell your gas?
A. I don't have knowledge of it if there is such a contract.
Q. Is there one being negotiated?
A. I think there is,
Q. That is with Southera Union?
A, Southern Union and Delhi both,
Q. Are negotiating to purchase from Florance?
A. Each separately are negotiating at the present time,
Q. Have either Delhi or Southern Union indicated to your

company that it would purchase gas more readily on one drilling
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pattern than another?
A. No,

Q. From the standpoint of one company purchasing gas, what
dfference would it make to them about the drilling pattern?
A. Only this, that if we had a finite area, a definitely
bounded area, which had gas that you could get more gas at

any one time out of that area with a smaller pattern than you
could with a larger pattern, and if the company were interested
in getting larger amcunts of gas, it would be more interested
in the smaller pattern. That is, if all wells drilled in
with approximately the same deliveral;:ility you would get more
gas out of ten than five,

Q. Assuming that within the next twelve months ten wells would
be drilled in this field. Which drilling pattern would tend

to prove the reserves more, the 640 or 320 or 1607
A. Well, that would depend, of ourse, on who drilled them

and where.

Qe Well?

A. But possibly greater reserves would be proven by the 640-
acre spacing.,
MR, McCRMICK: That is all I have,

BY COMMISSIONER SPURRIER:

Q. How many wells would you contemplate, Mr. Silver, for
your market of ten million cu. ft. per day?
A, Well, as I said, that would depend upon the allowzble,

That is, deliverability allowed by the United Stated Geological
Survey, which regulates the production of oil and gas from
Federally owned acreage, In general, they llke to see a well
produced in such a manner that it wouldAget the greatest

ultimate return with the greatest conservation. And in best
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keeplng with reservoir characteristics. That 1s not an open
and shut rule, but as a matter of form, if I may speak for Mr,
Morrell, I think it is twenty-five you like to keep it under,
MR. MORRELL: That's right.
Q. In other words, you don't know that at this time?
A, We know, based upon the deliverability of present wells,
how much gas they will produce,
Q. And the wells that are now drilled are the only things
you have to anticipate upon?
A, There is an immediate drilling program of the Delhi 0il
Company for three more producers. I can't speak for our
management, but they contemplate some drilling,
COMMISSIONER SPURRIER: Does anyone care to examine the wite
ness further?

BY MR. MORRELL:
Q. Merely for clarification, ami to repeat your testimony, I
think you stated that you found artesian water between seven
and eleven hurdred feet in depth., Did you find any water above
in the Plctured Cliffs formations in the Mesaverde area in
the Blanco area?
A, We have always kept the well bore full of mud in drilling
and kept our hole in such shape that we have never determined
any water. We have képt free circulation of water 6ut of the
well bore. But from coring some of the sands up above, we
have found mildly salt water in some of the Farmington sands
and in the upper Farmington sands particularly.
MR. MORRELL: That is all.

BY MR. McLEAN:
Q. You said a moment ago, Mr, Silver, I believe, that 640~

acre spacing might prove reserves better than 320 or 160-acre

«117-




spacing. That would be true only in the event that you
assume that the same number of wells were drilled on the dif-
ferent patterns?
A, Yes. And I might correct that statement, If I said bet=-
ter, I was in error, It might prove more, but not better,
Q. And if a 640-acre spacing pattern would tend to discourage
drilling operations, then your testimony would not be true
because there wouldn't be the same number of wells drilled
in each case?
A. Exactly right, In my opinion, 640-acre spacing would dis-
courage drillirg and make it difficult for more blocks to be
gotten together for drilling purposes..
MR, McLEAN: Thank you,
COMMISSIONER SPURRIER: Does anyone care to examine the witness
further? Then the witness is excused, Does anyone have
anything further in this case?
MR. McLEAN: I would like to call Mr. Schultz,

FRANK SCHULTZ, having been first duly sworn, testified
as follows:

DIRECT EXAMINATION BY MR. McLEAN:
Q. Would you state your name, please?
A. Frank Schultz,
Q. Where do you live, Mr. Schultz?
A. Dallas, Texas.
Q. What is your profession?
A. Geologist,
Q. And with what company are you connected?
A. Delhi 0il Corporation.
Q. And you are also the vice-president of that corporation?

A, That's right,
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Q. You are a professional geologist?

A, That's right,

COMMISSIONER SPURRIER: Let's waive the qualifications,

MR, McIEAN: You are satisfied?

COMMISSIONER SPURRIER: Certainly.

Q. Have you had any work in or made any study of the Blanco
gas field?

A. I have,

Q. Have you studied some of the geological and engineering
data complled from that field?

A, I have,

Q. Based upon your study of that data and your experience and
educational background, is it your opinion that 640-acre
spacing patterns in that fieid would be practical and fair to
all interested parties?

A, RNo, I don't think it would be fair, We feel 320-zcre
spacing ....

Q. Why do you think 320~acre spacing would be fairer?

A, VWell, we don't iook upon the field as a marginal pro-
position. We feel like there is considerable gas and con-
densate to be recovered, and with a 320--and we think 320 is
a maximum spacing program. Actually, with drilling and pro-
ducing the wells, it is entirely possible that a lesser spac-
ing pattern, a smaller spacing pattern, would be proper.

But we feel like in any event that 320 ought to be a maximum,
We appreciate that it 1s important to prove up reserves,
prove up the producing size of the field., However, there 1is
nothing to prevent any company that wants to step out and

prove reserves from doing it. In our own experience in the
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Barker Dome field when we wanted to prove up dome reserves,
we have stepped out a mile or two miles and dug a well, If
the Stanolind 0il and Gas Company, or other operators in the
field, are primarily interested in proving a sizable area,
then I believe that it is entirely possible they could step
out a mile or two or three and take their chance and drill

a well,

¢. In your opinior, would 640O-acre spacing pattern tend to
encourage or dis courage rapid development of the field?

A. Well, I certainly don't think it would encourage develop-
ment because it puts control into the large acreage holders,
and the small acreage holders, of which Delhl is one, could
very easily be prevented from proving up thelr own reserves,
Q. How much acreage does Delhi hold in this field?

A. 1,140 acres. That is approximately four per cent of the
proposed unit,

Q. The proposed entire unitized field?

A, Yes,

Q. Does Delhi own any tract as large as 640 acres?

A, They do not,

Q. What is the largest tract that Delhl does own?

A, VWe own a 480=acre tract. That is the largest.

Q. Then, of course, if 640O-acre spacing were adopted, Delhi
could not drill any well unless it unitized tﬁe 640-acre
tract? '

A, ?hat's right, I don't know the legal aspects, but I think
it is quite possible that the small leaseholders could be
prevented from developing their properties.

Q. Does Delhi have any present plan for going ahead with
drilling operations by itself in the event that 640-acre
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is not granted?
A, We do, Delhl is a small company. We are primarily
interested in getting something done, We want to drill the
wells and sell the gas. We are not interested in saving
reserves for fifteen years from now., If the 320-acre spac-
ing pattern is granted by the Commission, Delhi will drill
three wells and proceed to sell the gas. Thereby, protect-
ing our overriding royalty hclders, and I think that is im-
portant,
Q. In other wvords, Delhi is interested not only in producing
gas in this field, but also in marketing it?
A, That?'s right.
Q. And 1is it interested in marketing not only gas produced
by Delhi, itself, but gas produced from others who might
produce in the field? Which it might purchase?
A, That'!s right. Our long range plans call for us to parti=-
cipate in a pipe line to California, That line 1s scheduled
to be completed, if the various Commissions grant the certi-
ficate, January 1, 1951, Any gas that is produced in the
Blanco field would be welcomed by the San Juan Pipe Line
Company.
Q. How much gas are you commlitted to deliver if everything
goes through?
A. Committed to deliver a minimum of 100,000,000 and a
maximumm of 125,000,000, a day.
Q. Cubit feet?
A, ‘_*'hat' s right,
Qs I belleve that is all.

BY MR. SETH:
Q. Who owns Delhi 0il Company?
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A, It owned by 2,500 stockholders.

Q. Southern Union own any stock?

A. Southern Union has no stock in Delhi.

Q. Does the El Paso Natural Gas have any stock?
A. No.

Q. Who owns the San Juan Pipe Line Company?

A, It is owned fifty per cent by the El Paso Natural and fifty

per cent by Delhi. El1l Paso Natural Gas has the operation and
control,

Q. Does Southern Union own any portion of the San Juan?

A, No,

Q. These 2,500 stockholders, who is the largest stockholder?
A, C, W, Marchison, Wofford Cain, and Lee C. Moore are prin-
cipal stockholders.

Qs And they are officers of the Southern Union are they

not?

A, Mr, Cain is an officer of the Southern Union.

Q. Mr, Moore is a large stockholder?

A. He owns stock,

Q. A large stockholder?

A. He doesn't have control,

Q. How about Murchison?

A, He owns stock in the Southern Union,

Q. If you had to Join with someone else to get a section of

your holdings, who would it be?

A. I would have to refer to the map.

Q. It would be Florance Drilling Company and Wood River.

A, Florance and Wood River, that's right,

Q. Did you get your acreage from them?

A. No, we did not,.
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Q. Who did you get it from?
A, Mr. H. K. Riddle in Albuquerque,
MK. SETH: That is all.
COMMISSIONER SPURRIER: Mr. Schultz, this is nothing but to
straighten the record. It seems to me that you have gotten
one tract that you would unitize with Byrd-Frost.
A. We have? I am sorry, I didn't realize. Yes, that's
right.

BY MR. McCORIICK:
Q. Mr. Schultz, are any of the officers of Delhi also offi=~
cers of Southern Union?
A, None. 0h, let's see. Mr. Wofford Cain is Chalrman of
the Board of both companies.
Q. Delhil was formed originally by the officers of Southern
Union, wasn't 1t? As an operating company?
A. I am not--Delhil originally had the same officers as
Southern Union,
Q. At the time it was formed it had the same officers?
A. That's right. |
Q. Wasn't there some stock purchase arrangement whereby
the officers and stockholders of Southern Union were given
an option to purchase Delhi stock?
A. That's right.,
Q. I notice here on the west edge of Range 9 West all the
sections appear to be fractional, less than 640 acres., Some
of them appear to be as small as about LOO acres. If you
had 320 aére spacing, what would you suggest to take care of
that situation?
A, Well, regardless of how we would go, it will have to be

a matter for unitizing tracts. There are smaller interests
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than 320 all over the proposed unit area,

Q. Well, would you treat those fractional sections as the
equivalent of 2-320-acre tracts?

A, I am not entirely sure of the question. Are you asking
if we would be willing to unitize this with that (indicating
on the map)?

Q. No. For instance, on these fractional sections, would you
consider the north half as a drilling unit and the south half
as a drilling unit? They appear to be from four to five
hundred acres.

A. I don't feel like I am qualified to answer, I don't

know the legal aspects of smaller then--it creates a problem
I will agree with you there,

Q. If 320-acre spacing were ordered, what would you suggest
for the drilling pattern?

A. Oh, generally NEf and SWf.

Q. The center of those subdivisions?

A, It wouldn't make any difference to us actually, Whatever
the Commission rules would be fine.,

Q. Have you made any preliminary contracts or negotiations
with any of your offsetting owners as to unitization?

A, No, we have not. We made a location on that 480-acre
tract., That is to be our first well. That location was
approved by the United States Geological Survey,.

Q. Do you have any commitments from any purchaser up there
to purchase any gas which you might produce?

A, Orally, yes.

Q. Which purchaser?

A, Southern Unilon,

Q. At what price?




A., We have not discussed price. We have an oral commitment
from them that they are ready, willing, and able to lay a
line in and will as soon as we drill our wells,
Q. Have you given any thought to the situation which would
exist if uniform spacing were required, but yet the Commission
had no jurisdiction to enforce proration or rate of taking?
A, Well, I understand that the United States Geological
Survey, since most of it is Government acreage, in talking
to Mr. Morrell that he would force a2 rateable take.
MR. MORRELL: ©So far as the Government is concerned, that is
correct,
A, That constitutes about ninety per cent of it?
Q. All of your holdings are on Government land?
A. That's right.
Q. You have no state land?
A, Not in the proposed unit that I know of. I think our
heldings are 1,120 acres of Federal land.

BY MR, GRAHAM:
Q. Mr, Schultz, as a geologist and without reference to
these various rights, in your opinion, what is the best
pattern to develop that entire pool, assuming that Delhi
owned it all? What is the best pattern?
A. If we ovwned the whole thing, I still belleve that 320
spacing should be maximum for the reason that there 1s con-
siderable lenticularity in the sands and it is not particularly
a high pressure area, and to get the maximum amount of
hydrocarbons‘out of tre Megaverde, 1t just seems logical
to me that it would have to be a fairly close spaeing pattern,
Q. Should it be developed as a unit or should you come
right on down?
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A. If we owned the whole thing, we would step out and drill
some wildcats. Two or three miles. As we have done in Barker
Dome,

BY MR. SETH:
Q. Did you state the probable market at 10,000,000 cu, ft.?
A. I don't know exactly where the 10,000,000 figure came
from. We wouldn't be the immediate purchaser.
Q. Didn't you state 10,000,0007
MR. McCORMICK: I think it was Mr. Silver that mentioned
10,000,000,
A, We a re not in a position to guote on any probable demand
for the immediate future,
Q. If you had 10,000,000 outlet and fifty wells, that would
be only 200,000 from a well a day, wouldn't 1€?
A, That 1s pretty good arithmetic, However, I am not
entirely sure where the 10,000,000 a day came from.
COMMISSIONER SPURRIER: Mr. English, do you have a question?
MR. ENGLISH: I would like to make a statement.

BY MR, McCRMICK:
Q. Would you have any particular problems on overriding
royalty under 320 spacing?
A, To the best of my knowledge, I don't know of any.
Q. For instance, your company owns all of Section 21, Town-
ship 30 North, Range 9 West, except the Swi. Now, I assume
that this is under one basic Federal lease, what you have in
21. Wood River owns the SW}. Suppose that you made a uniti-
zation agreement with Wood River so that a well was drilled
in the SW}. Would overriding royalty from that well be paid
only to the owners of overriding royalty under that one

quarter section, or would it be paid to owners of overriding
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royalty under the south half?
A, I don't know if I am qualified to answer that or not.
That is a pretty involved question, I don't feel like I am
qualified to answer it. It looks to me like it is a simple
matter of mathematics to figure out the overriding royalty.
MR. MORRELL: Mr., McCormick, possibly I could give you some
direct information on your question to Mr. Schultz., Accord-
ing to my records on property held by Delhi, they would have
on the same basic lease a 320-acre unit for the E¥ of Section
21, to which you refer. Mr. Schultz testified that he was
inter2ssted in drilling three wells on their property. His
lease holdings for the remainder of his acreage would require
communitization for 320-acre drilling site for the other two
wells because there are two different basic leases involved,
Q. That also requires the voluntary approval by the owners
of overriding royalties, doesn't it, in order to effect their
interest?
MR, SETH: No.,
MR. MORRELL: That i1s a matter for the order of the Commission,
It is essentially the requirement of the state law.
Q. If that i1s--if gas 1is purchased from a well located in
one quarter section, and one person owns all of the overrid-
ing royalty under that one quarter section, he can't be
forced to divide that overriding royalty with the owner under
some other quarter section unless he accedes to 1it.
HR. MORRELL: Again by state law., It has been upheld by the
Supreme Court of the State and the Supreme Court of the
United States under the police power of the state.
Q. He can be compelled to unitize, in yocur view, his overrid-

ing royalty?
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MR, MORRELL: That 1s correct,
MR. McCGRMICK: That is all,

COMMISSIONER SPURRIER: Would there be one or two wells cone
templated in Section 217 On 320-acre spacing?

A, Well, we haven't gottendown to this point of making a
second location, and didn't intend to do it until the first
well was completed,

MR. McCORMICK: Have you made a location for your first well?

A, Yes.
MR, McCORMICK: Where?

A, It is 1,62C from the north line and 1,230 from the east.
Those are approximate,
MR, McCORMICK: Those are-=it is in the NE%.
A. 1In the NE{, yes, sir, of that section.
MR. McCORMICK: That is 2ll,
COMMISSIONER SPURRIER: Does anyone else have any further
question of this witness?

BY MR. MORRELL:
Q. I would like to ask Mr., Schultz for a little further clari-
fication on this matter of marketing. Is there any definite
assurance or time set as tovien a pipe line could be laid to
the Blanco area?
A, Mr, Morrell, I believe that the Southern Union people are
best qualified to answer that., And I understand Mr. Cole
will offer some testimony on that,
Qs One further question pending that answer by Mr. Cole,
Southern ﬁnion would be the pipe line operator and purchaser?
A, Yes, sir,
Q. Delhi would be a purchaser?

A. No, sir, we wouldn't be a purchaser.
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BY ¥R. BARNES:
Q. Mr. Schultz, there has been some rumors that this San
Juan Basin-California pipe line where it passes close to
Farmington that they might build a branch line to Blanco.
Suppose 1t were true, would this Southern Union line be com-
petitive?
A. The Delhi 0il Company has no say so in the management of
the San Juan Pipe Line Company. And I am not prepared to say
on the supposition that they will build a line intc Blanco,
I doubt even that they would try to.
Q. Do you believe it would be possible to have two competing
lines into the basin, that is, into Blanco, 1f this cther
company contemplated a branch line?
A. It comes to this. That when the San Juan Pipe Line
Company 1s in operation there will be two pipe line companies
trying to buy gas. I assume that they will be in competition
with each other.
Q. You mean Southern Union and E1l Paso Natural Gas?
A, Yes,

BY MR. McLEAN:
Q. You don't know of any affiliation or Jjoint stock owner-
ship or joint control that exists, or has existed, between
Southern Unio# and El1 Paso Natrual Gas, do you?
A, No, there is none, I talked to Mr, Paul Kaiser, president
of El Paso Natural Gas,a few days ago in Washington, and he
reiterated before the Federal Power Commission that El Paso
Natural Gas doesn't own one share of Southern Union stock
and Southern Union doesn't own any El Paso Natural Gas stock.
Q. So that in the event that both of those iwc companies
should have a line tc the Blanco field, so far as you know

they would be in competition with each other?
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A. I would certainly think that.
BY MR, McCORMICK:

Q. Did you state the stock ownership of the San Jyan Pipe
Line Company?
A. I beg your pardon?

Q. Did you state who owned ....
A, Yes,

Q. Who does own 1t?
A. The El Paso Natural Gas owns fifty per cent with the
management, and Delhi owns fifty per cent,

COMMISSIONER SPURRIER: Does anyone have any further questions?
MR. McLEAN: May I clarify a point? 1Is it your testimony
now that E1 Paso Natural Gas has the right to control the San
Juan Plpe Line Company? Delhi owns some stock?
A, El Paso Natural Gas owns fifty per cent of the stock

and three of the five directors and has the active management,
MR, MeCORMICK: And Delhi owns fifty per cent?
A. Yes.,
COMMISSIONER SPURRIER: The witness may be excused,
MR. ENGLISH: I have been over here two times trying to find
cut why they wanted é4O-acre spacing, and I think I know now.

The first thing is that Stanolind has gotten so big that
they can't operate as cheaply as us little fellows, They
have just gotten too big., I drilled a well for less than
fifty thousand dollard, and Florance has drilled three or
four wells for less than that amount. So, they can't operate
as cheaply as we can, so they have to have more gas out of
their wells, The second is that they are trying to prove up
some subsurface geology, and trying to force everybody else

to jJoin in so that they can prove up that subsurface reservoilr,
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Mr, Se th has been driving all morning to the effect that don't
you think that as you moved over you could prove up this
structure, It looks like we are trying to prove a subsur-
face geological structure instead of trying to get something
economical to work on. That is my statement,
COMMISSIONER SPURRIER: Now, Mr, McLean, you had something‘
further?
MR. McLEAN: I would like to call Mr, Cole, please,

J. R. COLE, having been first duly sworn, testified age
follows:

DIRECT EXAMINATION BY MR. McLEAN:
Q. Your name is J. R. Cole?
A. Yes, sir,
Q. And you are vice-president of the Southem Union Gas Company?
A, That's right,
Q. You reside here in Santa Fe, New Mexici?
A. Santa Fe, New Mexico,

Q. Mr, Cole, do you know whether or not Southern Union is

planning to build any kind of a gas transmission line to the
Blanco field?

A, Yes, sir, We are ready, able and willing to build a

pipe line immediately as quickly as we can get the pipe to do
it.

Q. Do you have any idea as to the quasntities of gas you might
be willing to purchase from that field?

A, No, I don't know, Of course, that 1s variable by shutting
down our own production,

Q. What would you do with that gas?

A, VWe sell it to our customers here in Santa Fe znd Albu-

querque and Belen.
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Q. Your company is a public utility engaged in the purchase
and transporting and distributing of gas to the general pube
lic for domestic, commerclal, and industrial purposes?
A, That's right.
Q. And that is what the gas would be used for if you bought
it from the Blanco field?
A. That's right.
Q. And you think you would be in a position to buy some gas
if offered for sale?
A, Yes, sir,
MR. McLEAN: I believe that is all,
COMMISSIONER SPURRIER: Does anyone care to cross-examine
the witness?

BY MR, SETH:
Q. How much would you take?
A. That is variable. I have heard this 10,000,000 just now,
I don't know anything about that, We can go up or down of
that figure by controlling our own production.
Q. So long as gas 1is produced you don't care about the well
spacing?
A, No, But if ue had a pipe line up there, we want the gas
to Justify the pipe line.
MR. GRAHAM: Not only immediately, but in the future?
A, Yes, 3r.
COMMISSIONER SPURRIER: Mr, Cole, if you are ready, able, and
willing to lay the pipe line into the field, you feel that the
reserve 1s there and the plpe line would pay?
A. Yes, sir.
MR, BARNES: Mr, Cole, you are interested in not only a
spacing pattern, but the gas. You would like to see the field
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bullt up?

A. That's right. We want the gas now, We need it,

MR. GRAHAM: If the gas falled sometime 1n the future you
would want % know 1t far enough ahead to arrange for other
sources?

A. That's right,

MR. SCHULTZ: Has 1t been the policy of Southern Union to cut
back their own production to take from the other operators?
A., We have always protected the other operator. Always
taken all the gas they wanted to sell to us.,

MR. SCHULTZ: In other words, your position would be to take
all the gas you could from the Blanco area?

A, Yes. That is the general practice of other pipe line
companies., I believe the El Paso Naturasl Gas made a state-
ment to this Commission one time that they were taking less
than eight per cent of their own.

MR. McLEAN: 1Isntt it true that if you did take it from other
operators you would be saving your own reserves?

A, Yes.

MR, SETH: Have you fixed the price?

A. We vould pay the field price, Judge. At the present
time it is 5¢. I don't know what it will be five or ten
years from now. We will pay the field price.

MR. SETH: Your company sets the price?

A, Well, yes, We raised it the last time ourselves, How=-
ever, with two pipeline companies up there in the future,
that may not be so easy,

MR. GRAHAM: Mr, Cole, in fields where you have your own
vwells, do you nof prefer the wider spacing?

A. ‘hat's right, You don't like your wells to be drained by
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others, However, we want to get all the gas we should out of
them., So, I think every field has to stand on 1its own,
MR. GRAHAM: When you buy gas from others and hold back your
own wells for reserves and emergencies, you wouldn't want
those to be drained out?
A. No.
MR. GRAHAM: You would prefer, as a general proposition, a
reasonably wide spacing?
A, That's right. A reasonably wide spacing.
BY MR, MeCORMICK:
Q. From what different fields in the entire San Juan Basin
are you now purchasing gas?
A. From the Fulcher Basin, From the Barker Dome, Ute and
- Kutz Canyon area.
Q. Does your own company have production in any of these
fields?
A. In all of them.
Qe In all of them?
A, Yes, sir,

Q. You have no acreage in Blanco?

A, None that I know of at this time.
Q. Tell the Commission what the spacing pattern i1s in those
other fields,

A, I am not too much up on that, on the spacing of these
fields., I hagye nothing to do with that part of the operation.
I think-~I just don't know,

Q. Do you know what it is in the Barker Dome?

A. I believe it is mile spacing.

MR, SCHULTZ: There is no spécing at Barker

Q. Do you know what the actual pattern 1s up there that has
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been practiced?

A. A Well to a 640,

MR. MORRELL: Mr, Schultz, your statement should be quaiified,

MR, SCHULTZ: That is what we would like to have.<

MR. MORRELL: In the Barker Domeyou have a l160-acre spacing

in the shallow Dakota formation and a 640-acre spacing, as

arranged with the Geological Survey, for your Paradox produc-

tion, which is found at a depth of approximately 9,000 feet,
BY MR. McCORMICK:

Q. How much gas is your company presently buying on thé

average per day from the San Juan Basin?

A. Well, we have already had a 32,000,000 peak day this year.

Now, I don't know what it will run, but we will run close to

60,000,000 this year.

Q. Average daily?

A. Not average, but that will be our peak, It has been

governed a whele lot up to now by pipe line capacity., I think

we are getting out of that difficulty now,

Q. Would you say the average would be as much as 40,000,000

a day in the winter months?

A, Yes,

Q. Over the year?

A. Yes, I think it probably will average 40,000,000,

Q. fs there any other pipe line, is there any other pur-

chaser of gas in the San Juan Basin besides your company at

the present time?

‘A. Yes, there is some gas bought for Aztec and Durango, Colo-

rado., There is a little going up there.

Q. To serve those towns?

A. Yes.
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BY MR. BARNES:
Q. Mr. Cole, do you feel that the demnd or need for gas at
the present time like the need for oil is increasing to the
point where it is unable to prove up reserves and get the
gas into the market as fast as possible? Do you bellieve the
demand 1s in some cases exceeding the supply?
A. Yes, I think the demand 1s exceeding the supply, especlally
here. Of course, the supply 1is all right, but the pipe line
capacity is too small., Has been up to now,
COMMISSIONER SPURRIER: Does anyone have any further question
of Mr. Cole?

BY MR. MORRELL: I would like to ask Mr. Cole a question,
On this market situation, you state that you are ready, will-
ing, and able to lay a pipe line into the Blanco area?
A, Yes, sir.
Q. For the record, 4o you consider that the presently drilled
and completed wells, and the presently developed production,
is sufficient to warrant a pipe line at this time?
A, Well, I feel that it is,
Q. So that your laying the pipe line will be dependent only
upon availability of the pirpe?
A. Yes, sir,
COMMISSIONER SPURRIER: Mr, Cole, do you think that with
proper spacing that proration will actually be affected in
the Blanco field?
A, I couldn't answer that question. I haven't checked into
that, Others have in my company, but I haven't,
COMMISSIONER SPURRIER: Well, you have said, I think, that
your company does take prorata even to the point of shutting

down your own wells, and you wouldn't vary from that scheme




at Blanco?

A. No, we would do that,

MR, McCRMICK: Would it make any difference to your company
whether it was 640 or 320 spacing?

A. Well, it would make this difference, Don. 0f course, we
want enough gas to give us a supply through that pipe line
always. In other words, we want to justify the pipe line,
COMMISSIONER SPURRIER: You feel the gas 1s there and you just
want the spacing that will get 1t for you?
A. That'!s right,

MR. GRAHAM: And you want it to lacst a long
A, (No response)

MR. McLEAN: If 640-acre spacing would tend to discourage

wells being drilled in that area, then you mean to say that
you would not favor 640O-acre spacing?

A. Well, if it tended to cut down production where we couldn't
take it all--~if it tended to cut down production where we

need more gas, we would be against 64O-acre spacing. We want
the gas, We want the wells drilled to supply us with enough
gas to meet our demand from the field.

MR. McLEAN: In other words, a 640O-acre spacing rule would keep
some of the owners from drilling in tracts, and you would not
be in favor of that spacing?

A. That!s right.

COMMISSIONER SPURRIER: M r., Cole, we are getting pretty

hypothetical now. Suppose that by 320-acre apacing you
weren't getting the gas that you wanted, could you conceive of
dropping back to 160-acre spacing or even 40-acre spacing?

A, Well, I tell you, you are getting into an operation of the
field there that I, at the present time, would not be




interested in except to take the gas, O0f course, if we
need more gas, regaMless of what it might do to the field,
I am in favor of getting gas. I am the pipe ilne company.
That is what you are askingi
COMMISSIONER SPURRIER: That'!s right. Does anyone have any-
thing further?
MR. McLEAN: I would like to request the Commission to
declare a ten minute recess.,
COMMISSIONER SPURRIER: The Commission will grant a ten minute
recess, Exactly ten mlnutes, And when we come back, let's
be prepared to wind this thing up 1f we possibly can.
MR. McLEAN: We just have one further thing to offer,

(Redess)
COMMISSIONER SFURRIER: All right, Mr. McLean.
MR, McLEAN: I have an affidavit here, if the Commission
please, which I would like to introduce in evidence as Delhi
0il Company Exhibit 2., I can have a witness identify it
under oath if you care to. If you don't, I will just
explain what it 1is.
COMMISSIONER SPURRIER: Go ahead,
MR, McLEAN: It is an affidavit signed by representatives
of holders of a majority in interest of the working interests
in o0il and gas leases covering the Blanco field, stating their
positions, and recommending a 320-acre spacing pattern,
recommending the setting of surface pipe through at least
fifty feet of the first hard rock formation, circulated to the
top with cement, and installed in such & manner ags to insure
adequate protection against blowouts and cratering. Then,

there are other recommendations in accordance with, I believe,

numbers 3, 4, and 5 in the petition filed by Stanolind 0il




and Gas Company 1in this case,

COMMISSIONER SPURRIER: What is the basis for 320-acre spaclng
in this affidavit, Mr. MclLean?

MR, McLEAN: All of the testimony that Delhio 0il Corporatiocn
has presenied, We think 1t would be--it would promote the

develdpment of the field, We think it would be easier to

establish 320-acre units than 640-acre units. We think it

would be fair to &ll interested parties.

MR. McCORMICK: All of the persons who filed this affidavit

are present, are they not?

MR. McLEAN: Yes.

MR, McCORMICK: I don't think the affidavit can properly be

recelved unless other interested parties would waive its being

received by the Commission because they have the right to

cross—-examine,

MR, SETH: Everybody signing it has testified?

MR. McCORMICK: Not everybody.

MR. SETH: Well, Mr. Florance has been testified for, If

they can get together on an affidavit of this kind, they can

get together on a unit agreement,

MR. McCORMICK: Do you object to this affidavit being received

in evidence, Mr. Seth?

MR, SETH: We don't object, and we really don't think it

amounts to anything.,

MR, MORRELL: Would the Commission read the signatures on

the affidavit for the general information of those present?
(Mr. McCormick reads the signatures on the affidavit.)

COMMISSIONER SPURRIER: In view of the fact that Mr, Seth for

Stanolind 01l and Gas Company does not object, the Commission

will accept the affidavit as presented. Now, is there anyone
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else to be heard in this case? Mr, Morrell, it would be a
strange case 1f you didn't have a few words to present,

MR, MORRELL: Well, I would like to present a few remarks

as a friend of the court,

COMMISSIONER SPURRIER: I am not being facetious, Mr. Morrell,
except for a little humor,

MR, MORRELL: It is good to injJject a little humor into these
meetings.,

COMMISSIONER SPURRIER: I think so,

MR. MORRELLL: I would like to enter into te record of this
case excerpts from a letter dated September 17, 1948, addressed
to the operators of the Blanco area, I will enter a copy,

of which you have received one as the Secretary of the Com~
mission, (Marked as Morrell's Exhibit A) By this letter I
called a meeting in the office of the 0il Conservation Come-
mission in Santa Fe on October 1 to discuss the subject of
establishing a uniform spacing of wells in the Blanco area,
In that letter I stated that consideration should be given to
a wlde spacing pattern initially so that the extent of the
reservolr may be more readily determined. At the same time,
provision could be made for a closer spacing pattern as

may be needed as essential reservoir data is obtained., The
letter also referred to the fact that several parties had
informally reviewed with me the possibility of formulating a
unit plan for the development and operation of the Blanco
area. At that parficular meeting the majority of the operat-
ing interests of the area who were represented were in favor
of the é640-acre spacing. Since that time, there has been a
change of minds, as expreésed by the testimony presented be-

fore the Commission. I would like to state this: so far as




the policy of the Geological Survey is concerned, inasmuch as
approximately eighty-~five per cent of the area under discussion
is Federal lands, that we encourage the greatest and quickest
development of this area. That is true for both oil and gas,
Now, the determination of what is economical is a matter of
discussion, and 1s primarily the subject being discussed
before this Commission, So far as this office 1s concerned,

we were wondering as to whether or not some operator would
start a 160-acre spacing in this area, and in order to fore-
stall such a spacing pattern until the reservoir was demon=
strated capable of that spacing, we called the meeting of
October 1, At which time, no detinite commitment or agree-
ment among the operators coculd be obtained; and it was sug-
gested and requested that they present the matter to the
Commission for an order under state law, We could control

the spacing on the Federal acreage, but we could not on the
state and fee acreage., Consequently, although the state

and fee acreage were a minority, they held the key to the
situation. No testimony has been gven for 160-acre spacing.
In view of the few facts known now of the production at depths
of approximately 5,000 feet with additional open flows in

the neighborhood of four million per well. We recognize
considerable merit to the various contentlions made before the
Commission., There are advantages both for the 640 and 8320
acre spacing. As to the merits of each, the Survey endeavors
to recognize the rights of all parties. Both the individual
operators gs well as the large companies. And we endeavor and
are in favor of working out a spacing pattern as well as all
other matter's concerned with this that ié most mutually bene-

ficial to all parties. The structure at Blanco as given in

-141-




the testimony 1s a monocline. Tk~ Mesaverde is essentially
conformable to the Pictured Cliffs. To some degree there

is a marked similarity to condltions in the Fulcher Basin and
Kutz Canyon. And the testimony has made comparable reference--
reference to comparable data. In the Fulcher Basin and Kutz
Canyon we had the problem a year ago of 4O=-zere spacing. On
the basis of an application and testimony by Southern Union
Gas Company a well spacing pattern was fixed by the Commission
for 160 acres, and we were ddéaling with depths of 2,100 feet
and initial productions according to the testimony, to the
best of my knowledge, ranging from approximately 400,000 to

a million and a half a day. On that basis, I would tend to
compare 4O-acre spacing in Fulcher Basin and Kutz Canyon

to 160-acre spacing in the Blancc area. A considerable bit of
testimony has been given as to the difficulties of communitie
zation, As I brought out in a question to Mr, Schultz that
regardless of 320 or 640 thcre is going to be considerable
communitization required. There are very few locations that
are on the same basic lease that would fall within these
spacing patterns, While I am on the subject of spacing
patterns, whatever is established, should be set up by the
Commission;’in my opinion, by a plat, showing the exact
outline of the drilling unitsy and their exact location on

the ground with the exact location of the well. In either a.
320 or 640 spacing, the Survey would concur in the position
expressed by Stanolind in allowing a leeway of 330 feet from
the center of a 160-gcre legal subdivision, The necessity

for such a plat was demonstrated in the case of the Mid-
continent Petroleum Company in the Crossroads pool on which

the Commission has established@ an order for 80-azcre spacing
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for the development of o0il, That plat showed the location of
the 80-acre drilling units, together with the location of

each well, Such a plat would be necessary on either type of spac-
ing the Commission might set. A 640 has an advantage of being
square in shape, It is easier to describe and from a legal
standpoint can be more readily accepted as to equldistant
offsets, The equidistant offset feature might sound a little
odd in view of the fact that the proposed location would be

in the center of the NE} of the section. However, cases before
the state Supmme Court of Oklahoma and the United States
Supreme Court have upheld the right of the states to exercise
the police power and to state a location which in their opinion
for that purpose would be acceptable for equidistant offset
purposes, Communitization will require the signature of
operating Interests so far as public lands are concerned,
Overriding royalty interests may sign 1if they so desire, but
the department holds that that is a matter of relationship
between the lessee and his overriding royalty interests. It

is true that in a 640 you would have more interests to be
signed up than in a 320, but you don't eliminate that objection
by a 320, You do tend to reduce the number involved for ech
well, I would like to interpose a serious objection to the
less than minimum surface casing requirement testified to

by Mr. Silver and incorporated in the affidavit submitted

to the Commission. The obligation of the operator for
development of o0ll and gas 1s not only for the convenience

to him to r educe his expenditures in the drilling operation,
but he also has the legal obligation to protect the other
parties who might be directly or indirectly affected., Cer-
tainly, in the arid and semi-arid regions of New Mexico

-1l43-




everything should be done for the protection of water, If

we have arteslian water in this area in depths of from seven
to 1,100 feet over the general area, and we may not find water
sands carrying water at depths of 50, 100 or 150 feet, those
shallow sands nevertheless are potentlal polution sources,

If the aresian waters are not sealed in such a manner that
definite assurance is given for permanent separation., To
that extent, I would favor a surface casing requirement more
similar to that presented by Stanoclind, That 1is merely a
minimum requirement and doesn't prevent the operator from
setting more if it necessary or desirable, The situation,
too, with respect to well spacing as between 320 and 640
comes back to the guestion of limited market, a situation
vhich we had in the Fulcher Basin amd Kutz Canyon, amd also
tended to bring about a well spacing program. If we drill

on a 320-acre spacing and have ten wells, which the testimony
presented before this Commission indicated approximately one
million a day available for sale, that would supply a ten
million market, If the market wasn't increased, there is

no further encouragement to drill additional wells, If
additional wells were drilled and the market wasn't increased,
you immedlately get into a situation of having to divide that
limited market to a greater number of wells so that the
revenue obtained from each of them is reduced., We do have
hopes, as Mr, Schultz has testified and of which all of us 1is
aware, that with the construction of the San Juan Pipe Line
Company line to California our market situation in the San
Jyan Basin area may change from one of limited market to one of
almost unlimited market., There 1s another interesting point
that Mr, Cole likewise touched on that might be taken into
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consideration by the Commission in determining 320 versus

640, That we know from experience in connection with the

transmission of gas for peak loads, the gregtest number of

outlets 1s desirable. By that I mean the greatest number

of wells available for production. Because you cannot continue

to increase the withdrawal from individual wells beyond a

certain reasonable percentage regardless of any arbitrary

25 per cent that is put on for general conservation purposes.

And in the Barker Dome the Southern Union and Delhi are put-

ting back gas into the shallew formations so that they will

have a greater number of outlets from which to take during

peak loads,

MR. SCHULTZ: Just for the record, Delhi is producing no

gas at all. All our wells are shut down.

MR. MORRELL: They are only taking from Southern Union wells

at present, That is about the summation of my remarks. We

will take no fixed opinion as to either 640 or 320, Taking

the practical thing, we were inclined at first to favor the

640, We have got two opposing trends of thought. The main

thing is to get development and get a market and put it on

production, Whichever will accomplish that result, we are in

favor of.

COMMISSIONER SPURRIER: Thank you very much, Mr. Morrell, 1

am sure that those remarks will help the Commission when they

have to write this order.

MR, SILVER: I would like to ask Mr, Morrell some questions,
BY MR. SILVER:

Q. Mr. Morrell, when pipe is set and cemented at the top

of the Mesaverde pay with rotary tools and mud back of the

pipe, 1s there any circulation back of the pipe between the




formation?

A, So long as your mud remains at a level to hold back
pressures. Good quality mud fluid in the laboratory will
stay in suspension indefinitely in test tubes. But in a
well bore we have formations that are very absorbent of water,
Consequently you will havé settling of mud behind the pipe
unless you add additional mud every day. The point might

be auswered this way., That if the mudding Job is perfect,
there should not be, but if some rancher in the area should
have some difficulties with water, and you had a well

that didn't have surface casing to that zone, he is going

to put his finger on you., It is a matter more of protection
of your own interests as well as the others,

MR, SCHULTZ: If you are going to say 250, why not say 500%
A. We don't knowwhat those zones are. I don't see the
difference between fifty and 250.

Q. If you have got your surface pipe tied into a hard sube
surface zone fromation, I don't understand the logic of why
we shoull. set on the side of 250,

A. I don't hold with the exact footage of 250, but I believe
fifty feet is not sufficient,

Q. We set fifty feet into a hard formation., That might
require 500 feet.

A. You might have fifty feet into a hard formation, but
below that loose sand.

Q. You subscribe to a minimum stipulation of 100 feet of
surface pipe?

A, I couldn't personally at this time subscribe to less than
150 feet, and I think that should be the subject of some

further studye.




MR. ENGLISH: May I say something there? Couldn't we cement
the production string clear to the top? Wouldn't that do

the job? Instead of running the ::ther?

A. That doesn't answer the question Mr. Silver presented..
His point 1s to save pipe. Your point would be to use pipe.
MR, ENGLISH: If you are going to have a production string,
why couldn!'t you cement your production string from top to
bottom and do away with the other pipe?

MR. SILVER: Cement 1is as hard to get as plpe.

A, In some areas you may find gas in the Pictured Cliffs of
sufficient volume to warrant marketing by bringing connections
to the surface., You should have sufficient surface pipe so
that you could adequately control anything that you might
meet, bore water and gas and other production, through sur-
face connections. If you have adequate surface pipe, you
might then come before the Commission and get permission to
dually complete your well., If you don't prepare for those
things in advance, you oft times lose themn.

MR. MORGAN: On the use of surface pipe. JThe amount you set
and amount you run is primarily for the proteztion of sure
face water, Secondarily, it 1s to insure the contractor who
is drilling the well to be able to drill his hole to the depth
to which drilling is desired., And the use of any given amount
of surface pipe outside of protecting the surface wate: should
be at the discretion of the drilling contractor who 1s hand-
ling the hole.

COMMISSIONER SPURRIER: Does anyone else have anything in the
case? Well, now, gentlemen, you are all looking at your

watches but I am going to hold you about five minutes more

because I have a few words to say, We have an awful lot of




f record to review when the Commission meets to write an order
in this case, In the first place, I want to thank each and
every one of you for your diligence in the work that you have
gone through, and I want to give you s chance to do a little
more work. You may submit to the Commissicn a proposed order
in this case, It hasn't always been done in the past, but
the Commission is always glad to welcome a proposed order.
Now, I would like to mention another point. The 0il Conser~
vation Commission is not sitting at any time to take a poll,
We are not inte-ested in ballots being cast. If we were,
Southern Union would still have 4O-acre spacing in Kutz
Canyon. On the contrary, Southern Union presented evidence
to us which we felt was proof that it wasn't economical in
dollars and cents to drill wells on 4O-acre tracts in Kutz
Canyon. And the order that the Commission issues in this case
will not necessarily be a poll of all your people who are
interested. I hate to mention names, but Brookhaven 01l
Company was at the outset of these discussions very much

worried about the protection of what you might call correlative

rights. Our statutes respect not the rule of capture, but

the rule that you are entitled to what is under your particu=-
lar bit of land, And I think that Brookhayen now feels that
their correlative rights will be protected, and I could have
told them that in the first place. Now, in this matter of
protecting artesian water, we soﬁetimes get ahead of the State
Engineer, whose prerogative that 1s. Because we find it out

first from you people who are drilling for oil and gas. And

believe me we intend to protect that water in whatever mea-
sure is necessary to protect it, And 1f some of you people

who operate in the San Juan Basin Jjust look in the basin
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around Artesia and around Hobbs and on up through Roswell,
you will see we are very particular down there about our
casing program through the artesian strata, I think that is
about all I have, Again, I want to thank you and remind you
that there is no decision to be made here., Every case that
was heard this time will be taken under advisement until the
rest of the Commission can review the testimony. I should
like to request that all of you folks who have drilled and
have any information from wells drilled in this proposed area
in sofar as you can submit that information to the Commlssion,
without divulging what you might consider secret geological
information, I wish you would send it to the Commission
because I think it will be helpful to us when we write the
order. Now, if no one has anything fur ther?
MR, ENGLISH: ‘This artesian water we are talking about in
the San Juan Basin is salt water.
COMMISSIONER SPURRIER: It is salt water?
MR, ENGLISH: Yes. It isn't the same as the artesian water
at Roswell., You are trying to protect the fresh water, isn't
that it?
MR, MORRELi: With enough surface pipe you could squeeze
cement or add mud under pressure to prevent that water from
going down into the Pictured Cliffs.
MR. ENGLISH: Or from coming up. i
COMMISSIONER SPURRIER: Thank you, Mr. Engllish. If ﬁo one
has anything further, the hearing 1is over,
STATE OF NEW MEXICO)
COUNTY OF SANTA FE; *
I, E. E. Greeson, Notary Pubiic, hereby certify that
the foregoing and attached transcript of the hearing before
the 011 Conservatien Commission of the State of New Mexico
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1s a true record of such hearing to the best of my knowledge,
skill, and &ability,

I further certify that I am the Official Reporter for
the Unlted States District Court for the District of New
Mexico, .

Dated at Santa Fe November 17, 19484 '

notary Public

My Commission Expires Aug. &, 1952,
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BEFORE THE OIL CONSERVATION COMIISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE PETITION OF
STANGLIND OIL AND GAS COMPANY FOR THE
ADOPTION OF REGULATIONS ESTABLISHING
UNIFORM SPACING IN THE BLANCO POOL

IN SAN JUAN COUNTY, NEW MEXICOj
ESTABLISHING THE LOCATION OF THE INI-
TIAL WELL ON EACH 320 ACRES; FIXING
REGULATIONS AS TO THE SETTING OF PIPE;
AND FOR BACK PRESSURE TESTS OF THE

 VARIOUS STRATA.

- hearing in Santa Fe on October 28, 1948, to consider the petition of Stanolind

. general practices of certain operators, a fairly uniform spacing of cne well !
| to each 640 acres has heretofore prevailed throughout the pool; '

: 1y feasible to drill more than two wells to each 640 acre section, and accord- !
. ingly, that more dense spacing may be conducive to waste and will unnecessarily:

: required to protect the equities of those having interests in wells heretofore |

CASE NO. 163
ORDER NO. 799

ORDER OF THE COMMISSION

BY THE COMDISSICN:
WHEREAS, after due notice as reauired by law the Commission held a public

0il and Gas Company for the adoption of an order fixing the spacing of wells
and other field rules for wells hereafter drilled in the Blanco (Mesaverde)
Gas Pool, San Juan County, New Mexico, and related matters; and

WHEREAS, the Commission having considered the evidence adduced at such :
hearing, pertinent information otherwise available in the Commission's records,
the statements made and viewpoints expressed by interested parties at or in !
connection with such hearing, ]

FINDS, from the evidence adduced:
Aes That in order to eliminate waste of natural resocurces, protect !
correlative rights, protect potable water supplies, and encourage develop- ;
ment in the Blanco (Mesaverde) Gas Pool, San Juan County, New Mexico; !

B. That such pool has produced natural gas from the Mesaverde formation

+ for approximately 20 years, the entire gas production being from one well;

Ce That by reason of the undeveloped nature of the pool and of the

De That in view of present evidence and development it is not economical-

increase the cost of development and production.

E. That for wells hereafter drilled, a general spacing pattern of one
well on a unit of 320 acres, substantially in the shape of a rectangle, is

. drilled on 320 or 640 acre tracts, for which general spacing pattern the pool=- !
- ing of properties should be encouraged when necessary;

F. That gas production and the gas productive area of the pool is likely 7
to be substantially more extensive than the presently developed position
thereaf;

Ge. That waste, will result in drilling of wells in the pool, unless

. special Tules and regulations are adopted for the prevention thereof; 5

He That all evidence indicates that the size, outline, trend and reser-
voir conditions of the pool is not exactly known, and substantial revision of

~ all presexi data may become necessary as development proceeds, necessitating

future revision of certain parts of this order;




I. That in view of the very incomplete knowledge of the pool, it is
necessary to require all operators to make complete core analysis and otlrer
special tests of the Mesaverde formation until the pool is more completely
developed; and

J. That, while the Blanco-Mesaverde gas pool has been commercially
productive for approximately 20 years, it has not heretofore been subject
to cooperative action representative of the common interest of all operators
or lease hclders within the srea, and there are an undetermined number of
small landowners or lease-~holders whose total holdings are either less than
320 acres or includes portions of 320 acre tracts,

THEREFORE, IT IS ORDERED that, effective on the date of this order, the
following rules and regulations shall apply to wells hereafter drilled or
completed or re-completed to the Mesaverde pool in the Blanco area, defined '
below, in addition to the Commission's applicable rules, regulations and orders

- heretofore or hereafter adopted to the extent not in confliet herewiths

Section 1, No well shall be drilled or completed or recompleted, and no
Notice of Intention to Drill or drilling permit shall be approved, unless

(a) such well be located on a designated drilling unit of
not less than three hundred twenty (320) acres of land,
more or less, according to legal subdivisions of the
United States Land Surveys, in which unit all the
interests are consolidated by pooling agreement or
otherwise and on which no other well is ecompleted, or
approved for completion, in the pool;

(b) such drilling unit be in the shape of a rectangle
except for normal variations in legal subdivisions of
the United States Lands Surveys, the north half, south i
half, east half or west half of each section of land
constituting a drilling unit;

(e) such well shall be located 330 feet from the center of
either the northeast or southwest quarter of the seetion j N
subject to variation of 200 feet for topographic conditions, e
Further tolerance shall be allowed by the Commission only
in cases of extremely rough terrain where compliance would
necessarily increase drilling costs,

4 Section 2, The special rules and regulations for the Blanco (Mesaverde)
. pool contained herein shall be limited in their application to the present

. 4200=5100 foot productive horizon where the productive sands are contained

- between the top of the Cliff House Sand and the base of the Point Lookout

i Sand of the Mesaverde,

5 Section 3, Proration Unita: The proration unit shall consiast of 320 acres
. or (a) a legal U. S, General Land Office Survey half-section and (b} the

- approximate 320 acre unit shall fcllow the usual legal sub-divisions of the
‘ Genmeral Land Office Section Surveys and (c) where proration units lie along
" the edge of field boundaries described in Section 1 above, exceptions shall
" be permissible in that contiguous tracts of approximately 320 acres, follow-
. ing regular U.S.G.L.0O. sub-divisions, may be classed as proration units,

A. The pooling of properties or parts thereof shall be permitied, and,
if not agreed upon may be required in any case when and to the ex-
tent that the smallness or shape of a separately owned tract would,
under the enforcement of the uniform spacing plan of proration
units, otherwise deprive or tend to deprive the owner of such tract
of the opportunity to recover his jist and equitable share of the
crude petroleum oil and natural gas in the pool; provided, that
the owner of any tract that is smaller than the drilling unit estab-
lished for the field, shall not be deprived of the right to drill
on and produece from such tract if same can be done without waste;
but in such case the allowable production from such tract, as com—
pered with the allowable production therefrom if such tract were a

D




f11 untt, shell e in She pabio of e nrea of gueh traet o the srea of
a {521 st a8 ER0O neres,

Sechtion 4. Gogico and Cer=nt’ng Prozront

1
B e o

A, Svrfage Pire

The surface nine shall be set throuth the shallow noteble wnter
hearing beds Lo a mindrai desth of 250 feet ond a sufficient
amount of cement chall he ug pd ta eircvlate the cement behind the
nine to the bottom of the cellar, This surfree casing shall stand
cemented for at Jeast 2/ hours hefore drilliing nlug or initiating
tests. The surface casing shall be tested after drillire nlug by
bailing the hole dry. The hole shall remain dry for one hour to
congtitute satisfactory nroof of a voter shmt—off. - In lieu of the
foregning test the cement job shall he tested by building up pressure
of 1,000 psi, closing the vnalves, and allowing to stand thirty mlnutes.
Ir thA pressure cdoes not drop more than 100 lbs, during that veriod,
the test shall be considered satisfactory. This test shall be made
both before and after drillins the plus, In this reserd 211 fresh
waters and waters of nresent or probable future value for domestic,
cormmercial or stock purnoses shall be confined to their respective
strata and shall be adequately protected by methods approved by the
Commission, Snecial precaution shall be taken in drilling and aban-
doning wells to cuard against any loss of artesian potable vmater from
the strata in which it occurs and the contamination of artesian
potable water bv ohjectionable water, o0il or gas, The Commission shall
be notified at least 24 hours nrior to the condueting of any test.

Bs Produetion String

The production string shall bhe set on top of the Cliff House Sand
with a minimum of 100 sacks of cement and shall stand cemented rot
less than 36 hours before testing the casing, This test shall be
made by building up a nressuvre of 1,000 vsi, closing the valves, and
allowing to stand thirty minutes. If the nressure does not drop
more than 100 1lbs., during thal veriod, the test shall be considered
satisfactory,

C. Genersal

A1l cementing shall be done by the nump and nlug method, Pailing
tests may be vsed on 211 casing and cement tests, and drill stem
tests may be used on cement tests in lieu of nressure tests, In
malkzing bailing test, the well shall be bailed dry and remain approxi-—
mately dry for tb*rty minmutes, If any string of casing fails while
being tested by pressure or by bailing tests herein required, it
; shall be re-cemented and re-tested or an additional string of casing
should be run and cemented, If an additional string is used the
same test shall be made as outlined for the original string, In
submitting Form C-101, "Notice of Intention to Drill®, the number of
sacks of cement to be used on each strinc of casing shall be stated.

. Rules 6, 8, 9, 10, 11, 12 and 1/ of Order No. 4 of the Commission, effective
3/12/35 shonld be followed. !

i Section 5. Tubing: Any comnleted well which produces any oil shell be

; tubed, This tubing shall be set as near the bottom of the hole as practicable,
' but in no case shell tubing rerforations be more than 250 feet from the bottom,

i The bottom of the tubing shall be restricted to an orening of less than 1% or

- bull=plugged in order to prevent the loss of nregsure bombs or other measuring

© devices,

H
!
H
i

Section 6. Special Equinment: Anv well which nroduces oil shall be equin- |
- ped with a meter setiinr of adequate size to rmessvre efficiently the ~ns, writh
* this meter settinzg to be ingtalled cn bhe ras vent or discharge line, 1%1] ~Yand :
- equirment for all wells s»2ll be installed 2nd maintzired in £irst class con-
? dwt1on, so that static, botitnom hole nresanres and surface nresgures M2 he
obtaired at anv ti-e b:!r a3 d117v avthaors oad dﬂbh‘f' n? tke Commi =3ion, Valvyes q"‘\q'll‘
be installed so that nressures mey he rowﬂﬂTr obtained on the casing and elso
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on the Lohinr wforaver nhine g inatnidad, A1l csmwectiong srbiect th veld
nregorre and At oyelisbaad fithieen ghall he of first class 'aterinl, rmted

at 2,000 ngi worvino vwraaganre pnd mainkainad in g PRt eonditioa. Braden~
hands rated at 2,000 ngi ghna?Y be Tngle’iied on all rreductior strin~ ond braden-
hood eovections raintained in mas ikt condiiion, There shall 1w at least

one valve on each braderhend. Ouneraters shall bte responsgible for rainta’ring

vhere Tnn lealnde occurs.

—

closer than 200 feet to 2nr well or tonlt batiery, AV electrieczl] eaquinment
shall be in first elass condition snd rnroperly installed,

Section 7, 8Safetr Reauirerconis: Dridling bnilers z+2ll not be set
a7l "

‘ Section 8. Shootin~ of Wellg: Wella shall not be shoi or chemically
treated until the rerrmicsion of the Cormission is obtained, Each well sholl
* be shot or treated in such menner as will nnt cause injury to the sand or :
result in water entering the o0il or res sand, arnd necessary rrecautions shall |
. be talzen to vrevent injury to the casing, If shontisg or chemical treuting :
P results in irreparable injury to the wel) or to the 0il or m7as sand, the well
i shall be properly plugrged and abandoned, (See Rule 42 Order Wo, /4, Effective
. 8/12/35)
{

g Section 9, Testing of Payg: A1l wells drilled throuch the Point Lookout

' Pay will be tested by means of separate beck pressure tests in accordence with
. the methods adopted by the U. S. Rureau of Mines (Monograph 7) of (a) the

i, C1iff House Pay (b) the Point Lookout Pay (e¢) both nays commingled with a mini-
: mum of three stabilized readings from a total minimum of three different sized
i orifices,

)
/
i
)
i

A. VWells which penetrated the Cliff House nay only will take minirmum
b of three stabilized tests covering o total of three different sized
i . )

i orifices,

B, The foregoing tests shall be tolen eithe: in the vrocess of completion,
or in drilling, or by means of packer senarations between the Point
Lookout ard C1liff House payvs after completion. All tests ghould be
certified and filed with the Commission, and the Commission shall be
notified at least 2/ hours prior to conducting any test,

€s Annual back pressure tests, using total of three different sized ori-
fices, shall be taken in June, July or August on each completed well,
Each test must be stabilized and plotted as a straight line function

on logarithmic peper as outlined in U, S. Bureau of Mines Monograph 7.

D, UWithin six months of the effective date of this order, and every six
months thereafter, there shall b= a meeting of 211 operators within
the Blanco~Mesaverde pool in the Commission offices in Santa Fe, New
I Mexico, to present and digcuss new information and data mgathered subse—
L quent to the effective date of this order. The Commission may discon-—
tinue these meetings when in its opinion, the pool has reached a stage
of development where such meetings are urmecessary.

; Section 10, Protection of Mineral Deposits: Since the Menefee coal beds
/bear some ges and since these coal beds are of non-commercial value, Rule 20,
iOrder No. 4 of the Commission dated 8/12/35 shall not apply to this field,

v

Section 11, Ges Wastage:s Mesaverde gas shell not be flared since this is
“princivally & ges reservoir and any well not connected to a com-ercial or
rdomestic teker shall be shut—in until such market is obteined. Wells in this
?field shell ®permitted to produce and market gas, as long as such can be done
?uithoui waste, equitably between proration units for the field,

E Section 12, Bradenhead Gas: Bradenhead gas shall not be used either
‘directly or expansively in engines, pumns. or torches, or otherwise wasted, It
‘may be used for lease and develomment purnoses and for the development of near-
;by leases, except as prohibited above, Wells shall not be comnleted as 3Sraden~-
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head gaa wells unless gnacinl ner-igsim 1o obbained from tha Com dssion,
Sechtion 12, Any nrovision herein to the eonbrary n-tuithatandive, the
Commissior mny, and in nromer cases will, on retition or on its own motion,
by order =2ntered after notice nnd hearinT to the extent required b law,
grant excentisnsg and permit drilline locaotions to beewme effactive, Lhamby
authorizing the driiling or e-mnlatinon of wells in Lo nool not enfrrring
to the reonirements of Sections 1 throuvsh 12 above 1€ the Commission shall
Find that the mroperty soucht Lo be drilied wold he derrived »7 an oppor-
tunity to produce rmes from the pool in the absence of such execention, or ir-

. respective of such findings, if the Commission sk2?1 find that by reason of

81l circumstances an sxeertion s proper 3n the vrevention of wnste, or undue

- drainame between nroperties, or otheruise in the exercise by the Gom.h; sion of !
i its jurisdietion over the sracing of vells or its other nowers conferred by
: law, express or imrlied,

in

-

- |
IT IS FURTHER ORDERED that, in accordance with recormendations of the North-f

western New Mexico Homenclqture Committee aprroved and adopted by this Commis-
' sion, the Mesaverde gas producing nool in the Blanco area, to vhich this order |

‘a_“plies, is defired to include the following described land in San Juan County,
New Mexico:

Towvmshi North e 2 Wegt
A1l of secticns 3, 4, 5, 10, 11, 1Z and 15,

: Towvmghip 30 North, Rance 2 West
: Sec. 7, 8/2; Sec. 8, 8/?; 211 of sections 16,17, 18,
| 19, 20, 21, 22, 27, 28, 29, 20, 32, 33 ord 3k

:All additional lands located within one-half (1/2} mile of any land in the

' pool as defined or as it may be extended shall conform to these rules and

' regulations; provided, however, thet such pool shall in no event be extended
80 as to include any 1ands now or hereafter included by the Commission in some

- other produecing area formally designated as an oil or gas pool in the Mesaverde,
orcvided further, by order of this Commission the pool may be redesignated
;f‘rom Lme to time so as to embrace other lands in the vieinity which are be-

. lieved, on the basis of additional develonments, tc be carable of producing

‘gas from the Blanco pool, whether or not such other lands shall have been at one
time included in another desicnated field or nool producing from Mesaverde,

'Entered and adopted by ths 0il Conservation Commission this 25 day of February,




SLPLEL Bis CIL CUlaliVATION Gl o i5I0N
CF Qi OTATh (P Kid KEAICO

1K THE MAT{:R CF [hii  STITICN OF /ZW

STANGLIND GIL ANYD GAS CCMPANY FUR THE A i
ADCPTICE GF RoGULATICHS ISTABLIGHING

SUO-ACRE SPAC.YG i Jhe 3LANOD FIilD J—
IN SAN JUAN CLUNTY, K LaXicCj Cabe HG. 163
ESTARLISHING Mk LOCATICK oF .His INI-
TIAL ®ELL (N EACH 64D ACHAS; FIXIKG
REGUIATIONS AS TC THN SEIVING (F PiPi;
AND FOR BACK PRESSURK 75STS (F THE
VARIOUS STRATA.

BY (HE COMRISSION:

WHEREAS , after due notios as required by law the Commission held a public
haaring im Sambe Ye on Ostober 28, 1948, to cousider the petition of Stancliind
Cil and Gas Company for the adeption of an order fixing the spacing of wells
and othe® field rules for wells hereafter drilled in the 3ianco (Mesa Verde)
Gas Fleld, San Jusa County, New Mexice, and related matters; amd

WREREAS, the Commissiom having considercd the evidenee addueed at such hear-
ing, pertizmmt informstion otherwise svallable in the Commission's records, the
statemembes mde and viewpoints expressed by interested parties at «r in conneetion

with such hearing,

FINDS, frem ths evidenee adduced:

4. That in order to eliminate waste of natural rescurces, protect coireiative
rights, protect potable waber supplies, and encourege development in the Blaneo
(Mesa Verds) Gas Pield, San Juan County, New kexico;

B. Etse.




CASE NC. 163 (CONT'D,)

THEREPCRE, IT 1S CELERZED that, effec.ive on the date of this order, the folliow-
ing mleo and regulations shall appiy to welis heresafter drilled or ooupleted or re-
completed to the Mesa Verds Section i: the 3lanoo (liesa Verde) Gas Fielid. defined
below, in addition to the Commission's applicable rules, rogulations and orders
heretofore or hereafisr adopted to the extent not in confliet herewith;

1, The field limits ars defined as follows: starting at & point in the center of
Seetion 2 T-30-N B-9-if NMPK easterly to the cemver of Sectlon 4 T-30-ii i=9-%}; south

tc eenter of Seetian 9 T-30-N R=9-¥ ; east Lo esnter ol section i0 T-30=l R=9-W}

south to cemter of Sestiomn 15 T-30-Kk H-9«7; east to center of Section 1l T«30=N K-H=i}
south to Scationm 23 T-30-K R-9-id; cast to center of lection 2y D=30-k i~9-i; south to
Sestien 36 T-30-H R~9-¥; east to center of seetion 31 =30~k E=U-\; south to oenter
of Sestion 30 T-29-N R-8-N; weet to center of Sectlom 27 =29~k R-U-7'; north to center
of Sestion 22 T-29-% R-U-¥%; west to center of “ectiom 21 T-29-% R~9=7; north Lo center
of Section § T=29-N R-9-%; west to center of Section 8 T=29-K R-9-4; north to esater
of Sestion § T-29-N E-9-%; west to center of Section 6 T-29-H R=%i; north te Seection
31 T-30-H BR-9-¥; west to center of Section 36 T-30-F R~10-i; north Lo cemter of Section
25 7-30~K B-10-W; west to center of Section 26 T-30-k R-10-H; north to point of begzin~

ning embrecing approximately 31,540 acres.
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2e The specisl rules wnd recul:tions o Lo lareo (en: o e 10l sonl ined
herein shull be lindted in their worldcsiion o tha pr sent L20)0=3100 foat proauvetive
horizon where the productive sundas sre contuined betwaen the ton o7 Lie (110 puse

sand and the b ge of the foint " ookeout ‘und ov the ess Terda.

3. Proration Units: The proruition uait «h 1Y ensist oy &4 seres or (o) & leral
U, io Cenepad Yand iTice wvey ecblion w0 oAb tio o rrosiiebe JB0 cerc unit shull
follow the usual legal sub=divisions orf the Ucinersl Lang office .eciion .urveys and
(e) where proration uniis lie «lon- the edee of fiela bounduri s deseribod in

Section 1 above, @rceptivns shull be perraissible in that cortizuous truacts of apprn.-
imately A40 acres, followin: resulir U.i,l.Let. sub=divisiona, -~ Lo clincd us
proretion units.

L}
Ae. The poolins of nroperties or warts thoreol shall be sorsibied; and,
if not agreed upon oy be recuiend In oany casc when ono Lo the ectent
that the smallness or shupe of & sepurutely ownecd tiiel sould, under
the ernforcement ol tho wniform spiein~ plur of nrorition units, other—
wise deprive or tend Lo denrive this ouner of such triet of the
opportunity to recover his ‘ust and equitable shaze of the erude
netrolewm oil 2nd neaturel pas in the pool; provided, thit the owner
of any traet that 33 amaller than the drdlling wnit oztahlished for
the fleld, 3hall not be deprived of the risht to dri’l on and produce
from sueh truct if sare can be done uithout waste; Mt in such case |
the allowables production irom such troet, us eomnerad wi+h the allow=
able produetion thereflron :f auch truct vera x 7ull wnit, chu'l be in
the matio of the area of uch truot to the ares «F & V11 wit,

Le Jpaeing location of ells: Initially, e:ch pr-it to dirill shall be restricted
to a leoation at the center of the 'U/4 of auch scction, basad on the ususl lesal sube
divisions of the U,3,5,L.D, survers -ith & tolerince of 330 frot in :ny irection
from the center of the guarter section.

A, 7hen any well Is to be drilled on s prorztion unit whict is on an
irregularly shaped tract and the unit borders the Ti:li linits as
hereinbefore outlined, an :=lternate locution m:y be closern in the
center of the /L of the usuw:1 U.35.0,L.0. Survey sub—ilvisions with
a 330 foot tolerance.

> Casing and Cemsnting I'rogram:

a, 3 ace Fi
ﬁ surface pipe shsil be set threouwh the sh:ilow oluble water bearing

beds to 2 minimux deptn of 250 fuet wnd o sufficient - ount of cuaent
sha’l be used to circulate the coeqent beiind the nipe to the boliom of
the cellar, 7The surface casin: shull be tested arfter drillin; plus by
bailing the hole dry, The hole sh.ll remain dry for «nz hour to
constitute satisfuctory proof of u water shut-off., This wurfuce casing
shall stund eesented for ot least 24 hours before drilling plug or in
lieu of the forsroing test. "he cewent job shall be tested by building
up a pressure of 1,000 lbs,, closing the vulves, and allowin: to astand
thirty "nutes. I the nreasure <oes not drop nore than 10U 1bs,
during that period, the test shull be considered satisfuctory. This
test shall be ~ide both before and ftor driiling the »lug, In this
regard 11 ‘resh wters and vaters of nresent or probable Tuture value
for domestic, oo s relal or stoeqr vurnoses ahall he eonfined Lo thelir
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respcetive strata ana ah 11 be adeciately protoct. - b ietiods
azproved by the ‘ov:lssion, pecizl precaution siall we tiken
in drillin: s abepooning wolla to cuard wecdinst any lonu of
artesiin potable water from the gtrata in »hicn it occurs :nd the
contamination of artesian potable :ataer by objectionable water,
oil or _aa. :

B, F%!uon string
production strln- shall te set on top of the JLiff louse ..and

with a rindmum of 1X0 sacks of cerent and ahell stind cororted not
less than 36 iivurs before teostins the cesing. This test zhall be
mude by bullding up » prrseure of 1,000 nsi, closins~ the valvaes,
and allowing to stini thirty minutes. If the pres-ure ines not
drop core than 100 lba, duriny that seelod, Lhe Lost 57101 be
cons: cered satislactory,

Ce G
211 cementing shall be fone by the rump und plur metliod. Bailing
tests mey be used on a1l casing and cerent tests, and drild) stem
tzate mav be used on cament legts in lleu of preasure tosts, in
muidng balling test, the well shall be hailed drv und re-ain avorox-
imately drv for thirtr minutes. If =ny trin: of cariy- Trils uhile
being tested by pressure or b bailin: tests herein re nired, it
shall be re-cemented and re-~tested or an eicdition:l strine of casing
should be run and cemented. If an additionsl strins is uwaed the
same teat shall be made as outlined for the orisinsl strins. In
sebedtting Form =101, “"‘'otice of Imtentiorn to 7rill", the nuiber
of sacks of psenent to be used on euch strin:. of casinr shall be
stated,

Rules 6, 8, 9, 10, 11, 12 and U, of .rder o, 4 of Lhe Jovdscion, effective
8/12/35, should be followed,

6. Tyhing: ~ny completed well -hich produces any oil sh:ll be tubed. This tubing
shall be set as near the bottom of the hole as pruectizadbls, but in no ezse shall
tubing perforations be more than 250 fest from the bottom. The bottom of the tubing
shall be restricted to an opening of less than 1" or bullenluz-ed Zn order to prevent
the loss of pressure bombs or other reasuring devices,

7. Speeial Eqylpmests ‘ny well vwhich produces oil snhall be e uipped with a metar
setting of adsquate alse to measure efficiently the ras, with this mcter setting to
be installed on the gas vent or discharse line. .ell-iiead e uipmert for all wells
shzll be installed and meintained in first class eonditien, =0 thwt statie, bottom
hole pressures and surface pressures may bhe obtained at any time by = duly authorizaed
agent of the “omalssion, Y:lwves shall be installed so that nressures may be readily
obtained on the casiny «nd also on the tulting, wherever tubines is Iinstalled., All
eornections subject to well pressure and all well=head fittinss shizd1 be of firmt
class materiul, rated mt 2,000 psi workin- uressure snd maintairnd 3r cas tioht
condition, Bradenheads rated xt 2,000 nsi shall be inst-1led on 111 production string
and bradenhead cornections maintained in ~as5 tirkt econdition, There shall be at
lazst one wvalwe on each bradenhead,

2, ;afety ‘eouwlraments: ri'lin- tailers sholl not he cat cloger Lhee D0 Dot to
any well or tank bettery, 11 electrical e vipnent 57211 be o Ticet elass eondition
and oproperly instslled,

i




Ge Shootin- of olls: ellzx s’ not be shot or cheriezll:s troated until the
permisaion of the :om ission is obluined. -ach w1l a=2l) b 54 sy tpeested in
such mumner :8 will not cawnae Inturr to the wend or resull i wrter entaring the
o0il or ras sand, and necessary precactions =il be taken Yo rmevont in'ur to the
casing. if shooting or chomleal trentin: resulls in irrepcrable Infury to the well
or to tha oil or zas sand, thoe well sk 71 be properly plu “ed . ) 2 zndoned, {es
ule 42 urder : 0. 4, Lfective 7/12/35)

0. Testin: of rayst 4ll wells drilled throu™ tha foint "ooeoul uy =11l be tosted
by means of separate back pressure tests in accordance with the methods ndopted by
the U. 3. Bureau of :dnes (lonograph 7) of (a) the Cliff House .2y (b) the voint
Lookout Pay (o) both pays comingled with a minimum of threo stabilized readinga from
& total aintsum of three different sised orifices.

A, +ells which penetrated the {1iff iiouse pay only will tale minimps
of three stabilised tests cowerin: a totul of thrre different sized
orifieces.

B, The foregoing tests ahall ba taken aither in the nrocess of completion,
or in drilling, or by means of packer separations betwesn the Joint
lookowt and Cliff llouse nays after completion, 11 t=gts should be
cartified and filed with the “omsxiasion.

Co Ammual beek pressure tests, usins jotal of three different sized
orifioes, shall be taken in June, July or August on exach completed
well, BEach test must be stabilized und plot as a straisht line
funetiem on logarithmic paper as outlined in ", I, “uwreauv of ‘ines

Nonegrepk 7.

1. P 3 ral i sitss 3ince the “enefes corl bexis bear aome ras and
oince thess conl s are of non-cosmerelrl value, iule 20, rder Yo, 4 of the
Cormission dated 8/12/35 shall not :nply to this field,

12, g%nl Nesa Verde pgas shall rot be flarec since this is nrircipally s
g88 rese r and any well not cornriected to 2 commsrcial or domeatic taker shall be
shwb=in wntil such market is ovtained. :ells in this ficld shall be p-ruitted to
produwse and mirket gas, az long as such car be done without waste, e uit:ibly between
proretion units for the field.

13. Bradenhead Gast dredenhesd ges sill not be used either directly or expanaively
in engines, pumps or torehes, or sthersise wasted, IL my be usuwi for lease and
developmant purposss and for tihe developuent nf rnearby loases, except «8 prohibited
above, dells shall) nmot be completed as Brudenhesd ~us wells unless special peraission
is obtained from the Cowrlasion. :

This orier ahsll become effciive on the flrat day of the nrovst’ on nmonth next
succeeding the month in which said order is udooted.

AND IT IS FUMHTC 970737 Dr That this caze re:in open on Lho wocizet for such
further changes or corrections in the 3an Juan County mules .o @By nreseni,

M0OFY at Santa ¥e, lisw Yexico on the dar ond 7Tear hersinifter designateds

State of Tew eicn
11 Smrnervition o -ission

e ber
reqretary
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BEFORE THE OIL CONSERVATION COMEI1ISSION
OF THE STATL OF NEW NEXICO

CALE 10O 163
ORDER 1.GC,

1% THE MATTER OF THE PETITION OF
STANOL IND OIL AND GAS CCHPANY FOR THE
ADOPTION OF REGULATIO S ESTABLIS: ING
640-ACRE SPACING IN ThE BLANCO FIilD
IN SAN JUAN COUNTY, N.W NEXICOj
ESTABLISHING THi LOCATION OF THE
INITIAL WELL ON EACH 640 ACRLS;
FIXING REGULATI NS AS TO THE SETTING
OF PIPE; AND FOR BACK PRESSURE TESTS
OF THE VARIOUS STRATA.

ORDER OF THE COMMISSION

WHEREAS, after due notice as required by law the

Commission held a public tearing in Santa Fe, New lexico on

October 28, 1948, to consider the petition of Stanolind Oil and
Gas Company for the adoption of an order fixing the spacing
of wells hereafter drilled in the Dlanco Gas Field, San Juan o

County, New Mexico, and related matters; and,

WHEREAS, the Commission has received and considered
the evidence adcuced at such hearing, pertinent informati n
otherwise available in the Comnission's records, the statements

made and viewpoints expressed by interested parties at or in

connection with such hearing;

The Commission FINDS from the foregoing the following

facts:

l. That the Blanco Gas Field is productive of natural
gas from the Mesaverde formation.,

2. That at the present time there is available to
the Commissinn insufficient informatipn to detzrmine accurately
the extent =f ti.e said¢ fleld, the am-unt of 4as resorvss con-
tained therein, and whether all wells drilled therein arec located

in the same 7as pool,




3. That temporary uniform well spacing o units of
320 acres cach would enable more rapld determination of the
boundaries of the fleld than existing requlations, would en-
courane development of the fleld, would promote conservation of
materials, equipment, gas and other hydrocarbon substances in
the field, wo:ld enable qreater ultimate gas recovery from the
field, end would be fair and equitable to all interested partles.

4, Thet more dense well spacing in such field at
the present time might be conducive tc waste and might unneces-
sarily increase the costs of development and production.

5. That for wells hereafter drilled a general spacing

pattzrn of one well on ecch unit of 320 acres should be encour-

aged, such wells tn be located at or near the center of the
Northeast and the Southwest quarters of each section of land
according to the United States Land Surveys and such units con-
forming as nearly as possible to the North and South halves of
the sections according to such Surveys,

6., That the gas productive area of the said pool {is
likely to be substantially more extensive than the presently
developed portion therenf.

7. That waste will result in the drilling and opera-
tion of wells in the said field unless special rules and

regulations are adopted for the prevention thereof.

THERLFORE, it Is hereby ORLZTED that effective on the
date of this order the followinc rules and requlaticns sheall
apply to all wells which may Le hereafter drilled, completed
or recompleted to the !esaverde formatisn in the 3lanco Gsas
Field, defined below, in addition to the applicable rules,

regulations and orders of the Commission heretofore or hereafter

adopted to the extent not in conflict herewith:

-Z-
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Section l. No well shall Lc drilled, completed or
recompleted and no notice of Intentinn to drill or driiling
permit shall be approved unless

(z) such well we loczted o0 o designated

[

drillina unlit of not less thsn 320 acres cof land,

more or less, according to lenal subdivisions of
the United States Lind surveys, in which unit all
the interests are¢ consclidited by pooling aacreement
or otherwlise and on which no other wzll is comnleted
or approved for conpletl-n in the pool;g
(b) such drilline unit be in ithe shape
of a rectannle except for normsl variaticns in
legal subdivisions of the United States Land ~urveys,
the lorth 1/2 and the South 1/2 of each section of
land constituting respectively a drilling unit; and
(c) such well be loceted in the center of
the lortheast 1/4 or the Southwest 1/4 of a section,
as the case may be, such locatinn fo be sublect to
a 330 foot tolerance and 2 areater tclerance in the
Commission'!s discretion in instances where necessary
to reduce drilllng costs because of rugaoed tzrrain,
Section 2. In connectics with all wells covered by
_this order surface pipe shall be set throush at lzast 50 feet of

the first hard rock formation, circulvted to the top with cement,

and installed in such a mznner as to insure adeguate protecticen
against blow-outs and cratering.

Secticn 3. In connecti~n witi: all wells covered by
this order, thie producii-n siring shzll be set on top of the
Cliff House pay‘with a minimum of 100 sacks of cement, and tests
shall be made under the existing rejulztions of tre Commission,

Section 4. Anneal back pressure tests shall be re-
quired to be taken in Junc, July or Auqust for -~ach completed

well,




Jection 5. Any provisinn herein to the contrury
notwithstandina, the Comaission may, on petitio: or on lts own
motiecn, by order entered aft-r notice zad Learine to the extent
recuired b law, grant exceptions suthorizinc the drillinag,
completio. or recompletinn of wells covered by tihiis order not
conforming to Section 1 above if the Cormisslor stall find that
by reason of all circumstances such en exception is prouer In
the prevention of waste or otherwise in the exercise by the
Commission cf its jJurisdictinsn over the spicing of wells or its
other powers conferred by law, express or implied. The Com=-
mission mey likewlse under similar conditicons and prerequisites
grant exceptions to the requirements of Sections 2, 3 and 4
above,

Sectiocn 6. In accordance with the recommendations
of the Northwest llew i‘exico lMNomenclature Comuiittece approved and
adopted by this Commission, the ilancoc Gas Fleld to which this
orde: applies is defined teo include und te be limitcd to the

following describs:d land in San Juzn County, lcw YMexico:
(here insert description)

By order o»f the Commission the Blanco Gss Field mav be redefined
and re-designatec from time to time so as to embrace othzr lands
in the viclnity which are believed by the Commission on the basis
of additional developments and evidence to be capable of pro-
ducing gas from the same gas pool.

Section 7. The rules &nd regulations provided for
herein are intended to be temporary only, any and zll such
regulations being subject to channge at any time by the Commis-
sion on petition or on its own motion by order entered zfter

notice and hearinc to the extent required by law and after




addltional inforrnaticn &s to the reservoir characteristics may

become available.

STATE OF New VEXICO OlIL
CONSERVATI N COMVISSION

Bv
Cd

Chariman

Member

Secretary
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JVOMN F. SiMMs
J.A MODRALL

A T.SEYMOUR
JOKMN F. Si1MMS, UR.

JAMES E. SPERLING
JOSEPH E. ROEHL

JOHN B. MC MANUS JR.

SIMMS,.\IODRALL.SEYMOUR & SivMs

ATTORNBYS AT LAW
ALBnolmnonp.,an MExrco

Novembher L, 1948 P. ©. BOX 486
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Oil Conservation Commissien of N,
LOB falisteo Street
Santa Fe, New Yexico

Attention Nr. n. R. Sourrier
Gentlemen:
e enclose herewith statement of

Objection to Petition of Stanolind 0il ang Gas
Company in Case Yo. 163 which was heard before

¥ your Commission several davs aro, and in which

hearing we apneared on behalfl of Srookhaven 031
Company.

e will ampreciate vour filing the Uh-
Jection of our client in the record of this case,
and havine the same considered by the Commission
when it considers the testironv and objections in
connection with this hearine.

Terv trylv yours,

SE7VOUR e

JR¥/ch
Enclosure




BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE GF NEW MEXICO

IN THE MATTER QF THE PETITION OF

STANOLIND OIL AND GAS COMPANY FOR THER

ADOPTION OF REGULATIONS ESTARLISHING CASE NO. 163
640-ACRE SPACING IN THE BLANCO FILLD

IN SAN JUAN COUNTY, NEW MEXICO:

ESTABLISHING The LOCATION OF THE INITIAL

VELL ON EACH 640 ACRLS: FIXING RTLGULATIONS

AS TO THE SETTING OR PIPE: AND FOR BACK

PRESSURE TrSTS OF THE VARIOUS STRATA.

OBJECTION TO PETITION OF STANOLIND
QIL AND GAS COMPARY

BROOKHAVEN OIL COMPAWY, a Delaware

corporation authorized to do business in the
State of New Mexico, by its President, Thomes
B. Scott,dr. and its sttorneys, Simms, Modrall,
Seymour & Simms of Albuguergue, New Mexico,
hereby objects to the petition in the above
matter and, as grounds for its objection,
states:

1. That Brookhaven 0il Company, by
and through its President and attorneys as
above mentioned, appeared personalily before
the Commission upon its hearing on the above
entitled case, and obtained permission‘of
the Commission to file its written objection
as herein set forth.

2. Brookhzven O0il Compaony 1s phe OWner

of an oll and gas lease on land owned by the

State of New Mexico and leased by the State to




Brookhsven 0il Comnany vwithin the prospective
area covered by the petition. The company
21s0 owns two leases on patented land of forty
acres and twenty acres respectively, and
further owns certzin comparatively small mineral
interests in the form of royalties on patented
land within the pnrospective aresz, and is there-
fore an interested party which will be affected
by ary spacing order for the area designeted as
the Blanco area in San Juan County, iew llexico.
3. Brookhzven 0il Company is a small
independent corporation having leases 2nd
royalties for oil and gas in Illinois, Indianra,
Arkansss, Oklahoma, Texas, New idexico, and
Coloradc. Its President Thomas B. Scott,Jr.
has been 1in the oil and gas producing and pipe
line business most of his adult business life.
4. The position of Brookhaven 0il
Company in comnecticn with the Petition of
Stanolind 01l Company for a2 spacing program
designating single drilling areas of 640 acres
in the Blanco area, 1s that such a spacing
order at this time is wholly unwarrznted and
may even prove harmful,
(a) by reason of the fact

that so little is known as to the productive

SN

characteristics of tne proposed Blanco pool,

as to mezke it impractical to set up any




specific spacing program at tids time; snd
(b) that any spacing order for

drilling attempted to be promulgated by the
Commission at this time should be preceded
first by a lease uanitization program as to
the entire area of the prospective Blanco
field and second, by a minerals (royalty)
unitization program on practical drilling
units.

5. It is believed by Brookhaven 0il
Company that any spacing program or order for
drilling promulgated at the present time by
the Commission, if such spacing area exceeds
forty-acre tracts, will necessarily benefit
the holders and owners of large blocks of
leases and royalty in the proposed arez to
the detriment of the owners and holders of
small tracts. In this connecticn, it is
pointed out that the land owned by the State
of New Mexico in this general area has been
leased and 1s now nelé in comparatively small
units, usually consisting of not more than
a forty or eighty acre tract in one ownership.
Since a spacing program without unitization
and in excess of this size, would make it
impossible, or st least impractical, for the
holders of leases on such small units to drill
them themselves, tne Stzte of ilew udexico would
be hindered and prejudiced in that its vroerty
would probably be the lzst arez in the field
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to be drilled and woulé be in substantizl danger
of considerable arainage by wells drilled upon the
larger driiling units.

6. Brookhaven 0il Company, which is
representative of the many holders and ownrrs of
small units in this general area, both on
State land and patented private land, feels it is
imperative for the protection of its interests and
the interest of all smell owners in the ares, that
lease and royalty unitization plzns be worked out,
submitted, and approved by the Commission before
any spacing program is approved or ordered by the
Commission. Once a lease unitizaticn plan for the
area has -been worked out and zapproved, and then
a royalty unitization plan hzs been worked out, the
matter of spacing in this particular field can be
ordered to fit the productive characteristics as
the same become known.

7. Brookhaven 0il Company further calls
tc the attention of the Commission the fact that
two aspects of production within the orospective
area are to be considered; first, the problem
dealing with the holders of leases on all tyves
of land in the ares; and secondly, the problem
dealing with the holders of mineral royelty interests
on the pstented lands. It is our position that
these two interests must be dealt with separately
and tha*t it will be necessary to first unitize the
holders of 0il and gas lease interests, and after
this is done, then to work out scme unitization
program which will include the holders of royalty
interests in wnavtever size unit is deemed wrsctical.

~4-




8. Ve call the Commission's attenticn to
the practice of the State of New iexico in leasing
its State lands in small tracts, usually in forty
and eighty acres, and 2lso the provision in the
existing state leases calling for offset to be
drilled if a vroducing well is located tiiree
hundred feet of leased border, contained in
provisicn No. 8 of the standard oil and gas lecse
issued by the State. The proposed acticn of
establishing 640 acre spacing may result in a
situation where there would be no offset obligation
reguired unless drainage could be vroved. If tuis
condition resulted, it is obvious that it would be
to the irreparable detriment of the State of sew
Mexico.

9. We further point out that in many cases the
owners and holders of sma2ll Stzte leases to be con-
tained in a large soacing unit such as that vro-
posed by Stanolind 0il Company, are scattered
throughout the United States, 2nd it woulid be an
impractical proposition for an owner of small
acreage such as Brookhaven 0il Company, to have
the burden of financing aznd working out a2 drilling
agreement with 211 of these numerous smzll
operators, if a drilling unit of considerable arez
is established prior to some action of the operators
of the field or the Commission itself in unitizing
the entire area before establishing a cdrilling

pattern.




10. Although, Brookhaven 0il

Company does nct advocate at this time any
particuler spacing plan for drilling until

such time as engineering data warrants sound
conclusions, it is opposed to an arbitrary

640 acre spacing for drilling without lease and
royalty unitization as described above, because
we know that it is impractical urder such a wide
spacing for the small owner to operate and

receive his just share of recovery.

Respectfully submitted,

BROOKHAVEN OIL COMPANY o

Pres¥dent

430UR & SIMMS

ts Attorneys




: Field, in San Juan County, lew lexico, as follows:

BEFORE THE OIL COWSZRVaTION COGIMISSION

OF TH STATE COF nbi L BaAICO

IN THE MATTER OF THi PSTITION OF
STaNQOLIND CIL ANL GaS CUGePANY ¢OR THa
aDOPTION OF HEGULATIONS E5TABLISHING
640-aCR SPACING IN THE BLaNCO FISLD
I SAN JUAN COUNTY, NEW l&alCO;
LSTABLISRING THE LOC.YICw CF THi INI-
TIAL WELL ON BACH 640 ACRZS; rFIXING
REGULATIGNS 45 TO THw 3SEITING CF PIPE;
AND FOR BACK PRLS3URL Tw3TS OF THE
VARIOUS STRaTa,

-

Case lNo.

PETITION

Comes now the Stanolind 0il and Gas Company, and respectfully

requests:

That this Commission adopt regulations governing the Blanco

1. That a b40-acre spacing program be adopted, with the ini-
tial well within 660 feet of the centre of the Northeast Quarter :
of each Section until field limits are defined, and other regula-
tions zdopted as further development of the field may require,.

2. Surface pipe be set through the shallow water beds, and
be not less than 250 feet, with cement circulating to the surface.

3. That the production string be set on top of the cliff housé
pay, with a minimum of 100 sacks of cement, and that tests be made é
under the existing regulations of the Commission. %

L. That all wells drilled through the point ldokout pay be :
required to take separate back pressure tests of (a) the cliff housé
pay, {b) the point lookout pay, and (c) both pays commingled, with

a minimum of three points to each back pressure test. That wells

in the cliff house pay be required to take back pressure test, ob-

taining a minimum of three points, and that all tests be taken
either in the process of comgletion, or by means of packer separation
between the point lookout and cliff house pays after after comple-

tion, and that all tests be certified and filed with this Commission

-]




5. 'That annuual back pressure tests be required, to be taken
in June, July or august, for each completed well.

Petitioner believes that the foregoing rules will promote the
conservation of gas and other hydrocarbon substances in the field,
and will result in a greater ultimate recovery from the field, and
will be fair to all interested parties, including the royalty
owners.

Petitioner requests that this Petition be set down for hearing
at an early date at the convenience of the Commission.

STANOLIND OIL ALD GaS COMPANY

s

Its attorney.

STATE OF NEW MSXICO 3
SSe.
COUNTY OF SANTA FE )

J. O. Seth, being first duly sworn, deposes and says that he
is attorney for the Petitioner in the foregoing Petitica; that he
has read said Petition, knows the contents thereof, and the matters
and things therein stated are true, as he is relizoly informed and

verily believes.

Subscribsd and sworn to before me this 12th day of October,

G P,

Loteary Puollc’/ //

‘\* y

1948.

iy Commission sxpires:

October 10th, 1951




