
State O i l Conservation Ccomiission 
Santa Fe, New Mexico 

Dear S i r : 

I would l i k e to state the opinion of t h i s 
Company on the p e t i t i o n of Southern Union Gas Co. of 160 acre 
spacing i n the Fulcher Kutz Canyon gas f i e l d were vie have o i l 
gas lease holdings and have l a i d plans for developement of t h i s 
property,and now have one well d r i l l i n g . 

I t i s th i s coiupanys opinion that approval of 
th i s p e t i t i o n -would greatly hinder operations of the Independent 
and s:nall operator for the development of gas which is badly need
ed thoughout the country.And on a standpoint of conservation or tne 
States natural resoures the fourty acre spacing has proved very 
sa t i s f a c t o r y . I remain 

Very t r u l y yours 



OIL CONSERVATION COMMISSION 
SANTA FE, NEW MEXICO 

10 . 1943 

ur . y , i l l i 3 L . Lea, J r . 
At-oOrnsy A^ law 
Burt Bui lding 
Ballas 1 , Texas 

Dear 0 i l l i 3 : 

Thank you very such Tor your l e t t e r o f 1/ riay. Tour 
work and opinions are very much appreciated. 

Hope tne Order f o r Case 126 i s reasonable i n your 
opinion. 

Sincerely 

JHS:bsp 



WILLIS L. LEA, JR . 
ATTORNEY AT LAW 

BURT BUILDING 
D A L L A S ( . T E X A S 

May 14, l$kQ 

Mr. E. E. Spurrier, 
State Geologist 
Oil Conservation Commission 
Santa Fe, Hew Mexico 

Dear Dick: 

My absence from Dallas has prevented earlier attention to 
your request for my views on the propriety under your statutes 
of holding Oil Conservation Commission hearings with only one 
member of the Commission present. I understand that your inquiry 
was raised because of the absence or expected absence of one or 
two members of the Commission and you have i n mind that ultimate
l y at least two (2) members of the Commission would concur, after 
review of the record, i n any order which might be issued. 

I have given the question considerable study and have, in 
addition, asked one of the men i n my office, Eobert M. Martin, 
to go into your question more deeply than I have done. I t is 
unfortunate that your statute does not make express provision 
for the t r i a l examiner procedure since that would clearly meet 
your requirements at this time. 

For the reasons indicated "below I cannot "be convinced that 
i t i s safe for you to proceed with the conduct of hearings unless 
at least two (2) members of the Commission are, i n fact, present 
and acting. While i t is "by no means clear that procedure with a 
one-man hearing and a two-man order is improper, I cannot give 
you an opinion that i t i s good procedure and, therefore, must ad
vise against i t . 

The following provisions of your statute are significant: 

"Two (2) members of the Commission shall constitute a quorum 
for a l l purposes." (Emphasis supplied.) Sec. 69-20*4-. 

"The Commission, or any member thereof, is hereby empowered 
to subpoena witnesses, to require their attendance and giving of 
testimony before i t , and to require the production of books, 
papers or records in any proceeding before the Commission." (Em
phasis supplied.) Sec. 69-207-



"Included i n the power given to the Commission i s the author
i t y : . . . to hold hearings . . . " Sec. 69-211. 

I t i s worthy of notice that, while the Legislature made ex
press provision that one member of the Commission might administer 
oaths or might subpoena witnesses f o r giving testimony before the 
Commission, no provision i s made f o r t r i a l examiner procedure, and 
authority therefor must be found, i f at a l l , i n implications of the 
Act. 

I realize there i s , perhaps, as much argument i n favor of 
propriety of the t r i a l examiner procedure as there i s opposed to 
i t . For example, i n Sec. 69.206 we f i n d "The Commission s h a l l 
prescribe i t s rules of order or of procedure i n hearing or other 
proceedings before i t under t h i s Act", from which i t may be ably 
contended that the Commission has authority to set up the t r i a l 
examiner procedure by regulation. Sec. 69.210 gives support to 
such contention, and Sec. 69.221 provides that a hearing may be 
held "at such time, place and manner as may be prescribed by the 
Commission." While I believe the term "manner" must mean a manner 
consistent w i t h statutory authorization, I , nevertheless, see the 
p o s s i b i l i t y that your courts might f i n d the t r i a l examiner proce
dure proper i f expressly authorized by Commission regulation adopted 
a f t e r notice and hearing before a majority Commission. My associate 
here i s inclined to the contrary view, and, as noted above, I defin
i t e l y think i t unsafe. 

While the t r i a l examiner procedure i s widely used, I know of 
no instance of i t s use i n the absence of express l e g i s l a t i v e sanc
t i o n . For example, i n my own experience the t r i a l examiner proce
dure i s authorized by express statute i n the Public U t i l i t y Holding 
Company Act (SEC), i n the Federal Power Act and Natural Gas Act 
(FPC), i n the Texas Eailroad Commission statutes, i n the National 
Labor Belations Act and i n various workmen's compensation statutes, 
f o r example, Arizona, Utah and Oklahoma. When so authorized, the 
t r i a l examiner may be either a member of the Commission i t s e l f or 
an agent appointed by the Commission to preside at the hearing. 
The doubts i n my mind are not dispelled by the cases which hold 
that referees or t r i a l examiners act i n a quasi j u d i c i a l capacity, 
not i n a purely m i n i s t e r i a l function. I w i l l not burden you w i t h 
the cases, although I w i l l be glad t o supply c i t a t i o n s i f you are 
interested i n going deeper i n t o the question. 

I am sorry t h i s Investigation did not r e s u l t i n more useful 
information f o r you, but i t j u s t seems to me that the court could 
very w e l l decide f o r or against t r i a l examiner procedure, and, 
therefore, i t i s not a safe course i n the present state of your 
statutes. 

With best regards, I am 

WLLrfr 



S O U T H E R N U N I O N P R O D U C T I O N C O M P A N Y 

B U R T B U I L D I N G 

D A L L A S , T E X A S 

A p r i l 6, 191+-8 

Mr. E. E. Spurrier, Secretary 
New Mexico Oil Conservation Commission 
Santa Fe, New Mexico 

Dear Mr. Spurrier: 

Having had an opportunity to review the stenographic 
transcript of our February 17 hearing, I wanted to c a l l to 
your attention one or two minor discrepancies. 

At page 8 in the center of the page Exhibit k should 
consist of "the chart and data accompanying Mr. Nichols1 

letter. . .". I notice that the letter is made a part of 
the transcript proper and to complete the record both the 
accompanying chart and data should be attached as Exhibit 
h. 

At page 10 the f i r s t sentence appearing below the 
appended core analysis information should be amended by 
deleting the word "to" so as to make the sentence read 
"From the data the average porosity is found to be 20$." 

I f you concur i n these corrections, please advise me 
so that I may make them on my copy of the record. At the 
same time please c a l l to my attention any other discrepan
cies which you observed. 

Mr. Thompson has now returned to Dallas and we are 
trying to get together during the day with respect to re
vision of the suggested form of order. In any case, we 
w i l l expedite our work and l e t you hear from us as promptly 
as possible. 

I appreciate the very satisfactory conference we had i n 
your office last week and trust that an appropriate order 
can be promptly entered. 

With best regards and thanks, I am 

¥LL:fr 
cc - Mr. George Graham 



S O U T H E R N U N I Q N P R O D U C T I O N C O M P A N Y 

B U R T B U I L D I N G 

D A L L A S , T E X A S 

May 29, 19^8 

Mr. E. E. Spurrier, Secretary 
Oil Conservation Commission 
Santa Fe, New Mexico 

Dear Dick: 

I w i l l make an effort to cover the points we discussed on the 
telephone with respect to the proposed form of order in Case No. 
126, Southern Union Production Company's application for a spacing 
order i n the Kutz Canon-Fulcher Basin area. 

Most important, of course, i s the definition of the pool. In 
some instances the proposed order expands the acreage over that we 
suggested. While the reason for this expansion is not immediately 
apparent to us i t does not seem to tie too important. On the other 
hand, certain contractions were made, presumably on the theory that 
by the last paragraph of the proposed order i t would he made appli
cable also to lands within one-half mile of those specifically de
scribed. A close reading of the last paragraph convinces me that 
the order, as proposed, would not apply to any land not specifically 
described. 

The language is "Al l additional lands located within one-half 
(l/2) mile of any part of a d r i l l i n g unit established hereunder 
which includes land i n the pool as defined or as i t may be extended 
shall conform to these rules and regulations; ..." Notice that 
to be a " d r i l l i n g unit established hereunder" the unit would have 
to be composed of lands specifically described. The order does not 
say " A l l additional lands located within one-half (l/2) mile of any 
part of the above described lands". For this reason the suggested 
area we described was determined by including each quarter section 
offsetting a producing quarter section either directly or diagonally; 
hence, in order to avoid effect of the order anyone proposing to 
d r i l l a new well would have to jump entirely a 160-acre tract flank
ing the nonproducing area. 

On the contrary, your description of acreage would permit 
direct offset d r i l l i n g in some instances, particularly noticeable 
in the northwestern part. Surely i f the order is to accomplish i t s 
result i t must apply to lands adjoining those which are now deve
loped. While there may be some instances i n which i t i s not neces
sary to include acreage offsetting very small wells, I t seems to us 
that i n general the acreage should be expanded to include a l l quar
ter sections offsetting producing quarter sections in any direction. 



The last paragraph as suggested by us was intended to accomplish 
automatic extension of the area to which the order is applicable. 
For example, both forms of order describe the SW-jJ- of Section 6, T. 
29 N., B. 11 W. Suppose that this is established as a d r i l l i n g unit 
under the order (as contemplated by Section 1(a)) so as to come 
within the intention of the last paragraph. Clearly i t would i n 
clude "lands in the pool as defined" since a l l the unit is i n i t i a l l y 
defined. Then by application of the last paragraph the remainder of 
Section 6 would be subject to the order since a l l the rest of the 
section i s within one-half mile of a " d r i l l i n g unit" established 
under the order. Thereafter, i f the SE-£ of Section 6 should be de
signated as a d r i l l i n g unit, then the pool would be automatically 
extended and the order automatically applicable to the W|- of Section 
5 and the HW-̂  of Section 8 f The intention here, of course, is to 
make the order automatically cover extensions resulting from regular 
outward development. On the other hand, i f before the SW£ of Sec
tion 6 should be designated as a unit the SÊ - of that section should 
be d r i l l e d , the order would not automatically apply so that i t s pro
visions need not be observed unless and u n t i l the Commission should 
see f i t to extend i t by supplemental order, redesignating the pool. 

Under your proposed form i t appears that anyone could d r i l l , for 
example, the MÊ  of Section 31, T. 30 N., E. 12 ¥., without complying 
with the spacing or density requirements of the order. Conceivably, 
several wells could be d r i l l e d simultaneously or consecutively before 
a supplemental order might be entered. Yet, this particular land is 
offset by production three ways. A similar situation prevails with 
respect to the SŴ- of Section 20 and the S l ^ of Section 19. 

Going now to page 1 i n finding D, i t strikes us that the word 
"may" i n the t h i r d line should be " w i l l " since the word "conducive" 
provides sufficient latitude; moreover, i n this same finding that 
the words "under present economic conditions" at the last should be 
deleted since the statement is true under any conditions. 

In finding H the sentence beginning "Furthermore" seems more of 
a forecast than a fact. I believe the Commission could probably say 
as a fact that the number of such holdings w i l l be l i k e l y to increase 
etc. 

In the same finding we think that the last sentence should be 
deleted entirely since i t i s not a fact and since i t can be con
strued as an invitation to request exceptions. In this connection 
i t seems significant that everyone known to have any substantial i n 
terest i n this area i s apparently satisfied that the spacing rules 
proposed are proper and economically sound; i n other words, that any 
opposition to the program has been abandoned. I believe Van told 
you of the expression we received from Al Greer, Jr. Therefore, i f 
anything along this line Is appropriate, i t definitely seems to us 
that i t should be de-emphasized and considered for what i t i s , i.e., 
an exception to the rule to be granted only i n special situations. 



The f a c t i s that by express provisions of Section 2 a great majority 
of nonconforming situations are expressly i d e n t i f i e d and provided f o r ; 
hence, other exceptions should be few and caref u l l y scrutinized 
c e r t a i n l y not i n v i t e d . Let's delete the l a s t sentence of H. 

I n part (d) under Section 2 we suggest that the l a s t three words 
of the second l i n e be changed to "of the developed," and that the 
semicolon i n the next l i n e be changed to a comma so as to preserve 
the continuity. At the end of (d) you dropped a proviso we had sug
gested which seems worthwhile since I t affords notice that the Com
mission does not intend to throw down the bars to anyone desiring to 
d r i l l on the flanks. The proviso gives notice of a sound policy of 
the Commission, p a r t i c u l a r l y with respect to location of a w e l l at 
least 1,320 feet from other wells. These seem to be minimum require
ments of which the operators are e n t i t l e d to be n o t i f i e d . 

I n the l a s t paragraph of Section 2, beginning "or, irrespective 
of such findings," you may want to add back, perhaps as a new sentence, 
the idea now expressed under f i n d i n g H that the Commission w i l l take 
such action as i s necessary " i n order to equally'protect the interests 
of a l l property owners and leaseholders w i t h i n the Kutz - Canon-Fulcher 
3asin pool" by granting of exceptions i n cases where i t can be demon
strated, by p e t i t i o n and hearing, as provided by law, that compliance 
would cause undue hardship, loss or expense. Personally, I think addi
t i o n of t h i s would be surplus, but i t i s a matter of preference. We do 
f e e l that exceptions should not be emphasized or i n v i t e d . 

I n the next paragraph beginning " I t i s f u r t h e r ordered" the word 
" i n i t i a l l y " i s omitted a f t e r the word "include" i n the f o u r t h l i n e . 
This should be replaced since i t furthers the Idea of automatic exten
sion provided f o r i n the l a s t paragraph. Referring again to the l a s t 
paragraph of the order, i t seems to us that the saving of a few words 
sacrifices definiteness and c l a r i t y i n the provisions f o r automatic ex
tensions to cover orderly flank development, and that the l a s t paragraph 
we suggested should be reinstated with the s u b s t i t u t i o n of l/2 f o r 3/̂ « 

To comply w i t h the theory of Section 1(a), wherein i t i s provided 
that the d r i l l i n g u n i t be designated, and to avoid any confusion on an 
operator's part, we suggest addition of a new Section 2 (changing present 
Section 2 to Section 3)> as follows: 

-7(̂ 7 Section 2.) I n connection with wells hereafter proposed to 
be d r i l l e d or oompleted or recompleted i n the pool, as i n i t i a l l y 
defined or as i t may be extended, there s h a l l be included on the 
form C-101, "Notice of In t e n t i o n to D r i l l " , i n addition to the 
other required information, a designation of the d r i l l i n g u n i t 
established hereunder f o r such w e l l , by lega l subdivisions of 
the United States Land Surveys, i n substantially the following 
manner: "Pursuant to the Commission's Order No. the 
d r i l l i n g u n i t f o r t h i s w e l l i s acres, more or less, 
being the (here describe lands c o n s t i t u t i n g the u n i t ) , 
N.M.P.M." 



Should you want to discuss any of these ideas by telephone dur
ing my absence from town next week, please c a l l Mr. Yan Thompson 
collect. 

With best regards and thanks, I am 

Yours very truly, 

WLL:FG 
End. 

cc: Mr. J. E. Cole, Santa Fe 



S O U T H E R N U N I O N P R O D U C T I O N C O M P A N Y 

B U R T B U I L D I N G 

D A L L A S , T E X A S 

OIL CONSERVATION CO*""1'-. 
SANTA FE,_N£j.7 Mr;:. 

April 12, 19hQ 

:V; APR 13 1948 
\ \ \ - ' 

L u Lta LdJ Lb U U Lb 

Air Mail 

Mr. R. R. Spurrier 
State Geologist 
Oil Conservation Commission 
Santa Fe, Nov Mexico 

Dear Mr. Spurrier: 

As previously arranged, I am glad to enclose several 
copies of the form of a suggested order which may he ac
ceptable i n connection with the Kutz Canon-Fulcher Basin 
spacing matter. This incorporates some revision from the 
tentative draft previously submitted. For example, pro
vision i s now made i n Section 1(c) for the continuation 
of offset rights. 

I was prepared to write you at considerable length 
about the form of this order or come back out to Santa Fe 
for a discussion; however, i t developed that Mr. Van Thomp
son was required to be i n San Juan County during th© early 
part of this week and I have arranged with him to drop by 
Santa Fe for a discussion with you before returning here. 

My suggestion would be that the form of this order be 
reviewed by you and Governor Miles and the Commission's 
staff so that any questions which arise may be discussed 
with Mr. Thompson upon his a r r i v a l at Santa i n a day or so. 
I am uncertain about the formal matters of heading and con
clusion and c a l l them to your attention for such adjustment 
as you may think advisable. 

With best regards, I am 

Yours very t r u l y , 

W i l l i s L. Lea, Jr. 
WLL:fr 
ends. 
cc - Mr. J. R. Cole 

Mr. Van Thompson 

P.S. Under separate cover I am forwarding two copies of a 
map showing the Kutz Canon-Fulcher Basin wells and identi
fying the state, federal and fe© lands, respectively, by dis
tinctive colors. Please see that Geo. Graham gets a map. 



S O U T H E R N U N I O N P R O D U C T I O N C O M P A N Y 

B U R T B U I L D I N G 

D A L L A S , T E X A S 

April 22, 19UQ 

Air Mail 

Mr. R. E. Spurrier, Secretary-
Oil Conservation Commission 
Santa Fe, New Mexico 

Dear Dick: 

Confirming our long-distance conversation this morning, I t has 
been suggested, and we agree, that at the bottom of page 2 of the 
suggested form of order heretofore submitted, there should be de
leted the words "authorized by the Commission to be" so that the 
phrase at the bottom of the page w i l l be "apply to wells hereafter 
d r i l l e d . . . ."; moreover, that the word "granted" appearing i n 
the t h i r d line of Section 1, page 3, should be change to "approved". 

As I told you, the reason for including lands adjacent to the 
Byrd-Frost #1 Hargrave i n this suggested form of order is the fact 
that this well encountered a good "kick" (using the words of Mr. 
Van Thompson) i n the Pictured C l i f f , thus clearly indicating the 
extension of the Pictured C l i f f productive area to lands adjacent 
to the Hargrave well. I understand that this fact can be readily 
and easily established, probably with information i n our possession. 

Referring to the mechanics of extending the area subject to 
this order, i t does not matter particularly to us whether the sug
gested procedure for automatic extensions i s followed or not. I t 
strikes us that the suggested procedure i s sound and convenient 
and workable, that i t saves time and trouble, and that i t i s a 
more modern approach to gas f i e l d extensions; however, i f you pre
fer to follow the practice of periodic supplemental orders extend
ing the area, that is certainly a l l r i g h t . We think i t i s impor
tant that the original t e r r i t o r y be described, as suggested i n the 
proposed order, sufficiently large to incorporate a l l possible 
direct and diagonal 160-acre tracts on the flanks of the devebped 
area which offset existing wells; otherwise, the order wiH not 
accomplish i t s purpose. Our land description was prepared with 
the thought i n mind that the order should as a minimum include a l l 
the flanking 160-acre tracts on which wells might be d r i l l e d off
setting present production. 



Mr. Morrell said on the telephone the other day that he was 
not pleased with the 750-foot provision i n Section 1(c), and that 
he might discuss i t with you. We think there is ample basis to 
change this to 990 feet and would, i n fact, prefer to see i t 990 
instead of 750. The present 750-foot provision was suggested i n 
deference to ideas expressed at and after the hearing. I t is 
just a middle-ground approach which does not seriously affect the 
160-acre spacing program. Either 750' or 990' or some intermedi
ate figure w i l l be satisfactory with us. 

I urge you to complete consideration of this matter, discuss
ing i t with Mr. Graham and others of your staff, to the end that 
i t may be concluded without further delay. Should there be any 
further questions or problems, please do not hesitate to c a l l me 
collect i n Dallas, Central-8010, through Saturday, or i n care of 
the Company's offices at El Paso during the day Monday, as under 
those circumstances I w i l l expect to meet with you i n Santa Fe at 
the earliest convenient time. 

Just as soon as I can I w i l l consider the question you asked 
on the telephone and give you a memorandum. 

With best regards, I am 

Yours very t r u l y , 

WLL:fr 

cc - Mr. Tan Thompson 



A p r i l 5, 1948 

CASE HO* 126, Southern Union 
Production Company, 

MEMORANDUM: 

Testimony shows that i n Fulcher Dasin-Kutz Canyon, 

San Juan County, tha t there was an o r i g i n a l rock pressure 

of 585 pound3 as of 1927 and 1928. A pressure survey i n 

1947 showed that the average rock pressure o f gas to be 

385 pounds, and I t i s indicated that since 1947 tes t the 

gas pressure has declined froia the average of 585 pounds. 

Certain we l l s , some of which have been d r i l l e d during 

recent years, are shown by chart to be below the o r i g i n a l 

535-pound pressure, but s l i g h t l y above the 385-pound 

average of 1947. Evidence was submitted to the e f f e c t 

that approximately one- th i rd of the as of the f i e l d has 

already been taken out* 

Upon the p l a t or diagram submitted there are "two 

sinks" Ind ies t ine roughly the two old f i e l d s . I n these the 

pressure i s down to about to 350 pounds. Some of the 

recent wells d r i l l e d showed the pressure of between 400 and 

500 pounds, which Is below the pressure I n the Peasel Viell 

to the northwest end of the f i e l d which lias 565-pound 

pressure i n d i c a t i n g that the closely d r i l l e d wells has 

caused pressure decline* 

The p e t i t i o n e r o f f e r e d i n evidence the resu l t s of an 



Pa^e 2* 
Case Ho. 126, 

in ter ference tes t covering seven wells on a 160-acre spacing 

to substantiate claim that there was gas drainage across 

150 acres* The tes t consisted of 'A'alker Ho, 1 , Walker 

Ho. 2, McGrath 1 , 2, and 3, K a t t l e r Ho. 1, and Hudson Ho. 2 

w e l l s . A l l were shut I n f o r twelve cays, then a l l except 

Walker No. 1 were put on production against a l i n e pressure 

of 251 P P I . Thereafter, on the f o l l o w i n g day, the 

s i x surrounding wells were taken o f f tht gas l i n e and blown 

to the a i r , w i t h the Walker No. 1 continuing to bo shut i n . 

A recording pressure chart on the wellhead of 'walker Ho. 1 , 

the shut i n w e l l , showed a considerable: gain i n pressure, 

explained as the normal b u i l d t ip . Pressures on the t h i r d ard 

f o u r t h days continued th i s b u i l d up. On t h f o u r t h day, 

the s ix surround in ; ; wel ls were put back on product ion. On 

the f i f t h day, the pressure of t a l k e r Ho. 1 _ e l l back below 

because of previous delays, thus Ind i ca t i ng pressure i n t e r 

ference. Ihe average pressures dropped 1,8 pounds pressure, 

(not large but p e t i t i o n e r urges that i n consideration of 

other reservoir fac tors I s conclusive f o r a mater ia l 

drainage under 160 acres) % The drop-back was about two 

pounds. Figures submitted were that the poros i ty o f the 

Pictured C l i f f was about 20*s, estimated from about 20 core 

samples. The englj^feer^ca i&aij; unde^^ieo acres under 

o r i ~ i n a l pressure pdtmds t r a t therd-Hvas an approximate 

1,878,000,000 cubic f e e t . The f i e l d would not be any good 



Memorandum Page 3. Caso No. 126. 

after the pressure goes down to 150 pounds, figured about 

12% of the i n i t i a l gas i n place 



UNITED STATES 

DEPARTMENT OF THE INTERIOR 
G E O L O G I C A L S U R V E Y 

P. o. Box 997 
Roswell, Hew Mexico 

July 2, 1948 

Mr. R. R. Spurrier 
New Mexico O i l Conservation C ovarii s s i on 
P. 0. Box 871 
Santa Fe, New Mexico 

Dear Dick: 

With your l e t t e r of May 13 you forwarded a copy of a proposed order 
covering the p e t i t i o n of Southern Union Production Company f o r an order 
f i x i n g l6o-acre w e l l spacing i n the Kutz Canyon-Fulcher Basin gas f i e l d 
and requested comments or suggestions thereon. 

I n my opinion the proposed order as draf ted is very sa t i s f ac to ry and 
should be very h e l p f u l to maintain and encourage order ly development of 
the gas reserves of t h i s f i e l d . I o f f e r minor suggestions and changes as 
f o l l o w s : 

Paragraph D, t h i r d l i n e , change the word "may" to "would". 

Beginning at the end of the fou r th l i n e , delete 
the words "under present economic condi t ions" . 

Paragraph H, eighth l i n e , change the rrord " w i l l " to "may^. 

I n Sec. 2 (d ) , second l i n e , change the word "a" to " the" . 

In the same l i n e , change the semicolon to a 
comma. 

I t is my impression that section 2(d) would provide f o r a reduct ion 
i n gas allowable i f exceptions were granted t o permit d r i l l i n g on less than 
l6o-acre d r i l l i n g u n i t s . 

In view of the recent formulat ion of the Northwest New Mexico Nomen
cla ture Committee, i t i s assumed of course thet you w i l l use the name of 
tha t Committee i n the second l i n e o f the paragraph beginning " I t i s f u r t h e r 
ordered", also t h a t the d e f i n i t i o n of the Kutz Canyon-Fulcher Basin gas 
f i e l d w i l l be revised to conform wi th the d e f i n i t i o n recommended by t he 
said Nomenclature Committee as indicated on a l i s t recent ly prepared by 
Mr. Barnes of your o f f i c e which appears complete and correct as t o t h i s 
f i e l d . 



I regret thet the press of other business has unduly delayed ray 
rep ly to you on th is matter . However, I have previously concurred i n 
the order and discussed these pa r t i cu la r changes in personal conferences 
wi th you on June 15. This l e t t e r m i l confirm those statements and may 
be f i l e d wi th your record of the case to show the concurrence of t h i s 
o f f i c e i n the proposed order. 

Very t r u l y yours, 

Foster lor r o l l , 
Supervisor, O i l and Gas Operations. 



© onoxaically jus t i f i & o l u • 

6. I t i s real ised that aoiae ae . ion .-.sa j - be necessary 

to protect the Investaent of operators *ho d r i I l ea se l l a on 160-

acre t r a c t s . I t Is possible, however that the t>ncire s i t u a t i o n 

could best be handled by an operators sameslttee formed by act ive 

operators I n the »• cn. hevi-.lmr aeot inrs could be held and a l l 

add i t iona l ln fonna t ion studied aad discussed. In tha event o i 

f a i l u r e o:. .̂.-eh a co-:-t'~itfcee to br ine reasonable acreeaent among 

the o p e r a s , resort could de had to legal ac t ion by the O i l 

Conservation Cotmissi on« 

Yours very t r u l y , 

/ a / A l b e r t droer 
Alber t H. Gr*er 

* decrease i n the cost oi d r i l l i n g *o^ld rea.;.lt f r o a 
improved methods and competition i n d r i l l i n g as r»iore 
a c t i v i t y centers i n th i s area. 



registered Petroleum Kngiixeer 
State of 3mt Mexico 

1020 worth Shlpp 
Hobbs, Sew Mexico 
February 2 1 , 1948 

ihe Mexico O i l Conservation Cossalssion 

Santa f e , few Mexico 

C once mine? s Br i e f submitted on behalf 
ci* some o f the Independent 
operators and small land owners 
of aan Juan County I n regard tos 

Case Kumber 126, r e l a t i v e to the 
request of the Southern 'Julon Gas 
Company f o r a spacinp - u l i n ^ f o r 
the f u l c h e r ^ssin-Ruts Canyon Gas 
F ie lds , fan Juan County. 

Centleeien: 

I wish to 3ubr.il* u4ee«ltu. f o r your consideration i n t h i s matter 

a f e* w r i t t e n gtato.-euts suuutstri•• 1 n ; t.:.is ease a:u testimony por

tal nine: thereto, &z I have analysed I t . 

1 . 'ihs general prodlsia of optlamai spacin... I n any XI-eld requires 

c a r e f u l study end a lar^c amount of c a r e f u l l y re.tht?red and compiled 

i n f o r n s t i o n . 

2. U n t i l SL_ proximately two weeKs p r i o r to enis heariip - i l l 

of the necessary l u f o m a t l o n has been available only to th© Southern 

Union Oas Gotauany. At that time par t of tula nesess&ry i n f o relation 

has beeu cosspilsd by fehesa from t h e i r f i l e a anc eiade avai lable to 

interes ted pa r t i e s . Two weeks la not s u f f i c i e n t t ime, however, 

to p©rialt a steep of t h i s nature by an outside company or i n d i v i d u a l . 

Horeovex-, tho ie/e; ua t lon assembled at that ii*ae was not adequate 

to p j ovld© a d e f i n i t e s o l u t i o n . 



3. A spacinp ru l inp i n an old f i e l d thout regard to pro

ra t ion—or without a p rora t ion rul ing—would, i n e f f e c t , be n 

d i r e c t con t rad ic t ion to the conception of co r re la t ive r i g h t s 

as understood i n the pet* oleum indus t ry . 

f o r . Just aa new 40-acre wells 
o f f s e t t i n g ole eel la on leO acres u'ould u n f a i r l y 
d ra in the lOO-aore t r a c t ; so would new 160-acre 
un i t s bu d rallied by old ue-Ils on 40-acre t r a c t s . 

e. fhu ; proeeUn of ine;eauef wel ls without an u n l l r i i ted 

narket , and rcsu l t i re pee wel l productive rate es brot:**:ht 

out by f r . OJ? t e r o r r e l l oh ihe- feuS would, i n zrj opin ion, be 

jjore l i k e l y a v: c.i&v&teu by lob-acre emits than re l i eved ; due to the 

incre&aed nuieber oi forced o n s e t s . 

5. I n aepara to the evidence presented a t f i e heaj-Irep, 

February 17, 1940 I t %aa &eo«i. that o l f weiis had a uraina .e i n 

fluence ovei extended distances I n eo:ue eie&s, and i n in ter ference 

tea t eonduee^d on ad jo in ing wells ^sfcaolished eoaaBunicstlon between 

then: out ee evidence presented old not *;o* no* sue. pas w i l l 

be l e f t unre cove red i n tae reservoi r a t eeanaonioeufc f o r various 

v e i l £;>aclnpe; nor hie ehe toslijseup do ecu i'e-e u c manner i n wnieh 

VfSll . v..,>ia p c located on Io0-acre uni ts l u ordea '. HE ue l l s could 

late;- ee i n f 1I led on .nielloi- t r ac t s , I f ei-ovcn econoaieally feasible* 

fo b r i e f l p -elarlf y e^yt; po in ts , I uh:P, to pc ln t outs 

(a) f o n t , e l e . - eu f urainage over 
extended U I L tance-s lias ee*m proven s ; f cjomi'.rurd. cat! on has 
been established bousoeu ab je in ln^ wo l i s ; tht huua Canyon-
-"ulcht r f-asin h i eld la not unique i n th i s reeeect* the eax-ie 
can be shown f o r laost of ths o i l ane pas l i e I d a now i n 
existence. 

Co) I n vies ui t h i s , a decision on 
a spacire-; r u l i n g nhould be v&sed—not froia evidence of com
munication and sotse drainage alone—byt also f r o a a consider
a t i on or the val*-e of the u l t ima te ly unrecoverable oas l e f t 



i n the r e s e r v o i r f o r var ious *»11 spac ings ; f o r sh l ch s u b j e c t 
inadequate testimony wan presented . 

( c ) A p r o v i s i o n should be wade, i f 
a sraaciry oh 100 aares per w e l l Is oon teup la ted , to pe rmi t 
l a t e r i n f i l l e d d r U l i n p on a c l o s e r spao i iv , I f ever proven 
economical ly f e a s i b l e . I d should b& recognized t h a t the next 
s m a l l e s t , p r a c t i c a l spacing froa; ISO-acre u n i t s i s SO acres 
ner w e l l ; ana t h i s I d pos s ib l e on ly i f the we l l s on t..e 
i n i t i a l 160-acre t r a c t s a r t s t e t t s d on SO-aere pa t t o i n e . I f 
a r i p i d cen te r - spo t l o c a t i o n on l e d acres l a rc pa i red , the 
only " u n i f o r m spacing- on I n f i l l e d d r i l l l r p f o r each 160-acre 
t r a c t , woulo l e n u i r e 4 more s e l l s , o i an average o f 32 acres 
per w e l l . 

Frou th© test imony presented 
a t u.,e i tearing i t can be eeen t h a t ail increase i n tne e r i c e 
o f e & s » p lus a decrease I n the cost o f u r i i l i n p tne we l l s 
(bo th OP nnlch s ie normal t rends*) would j u s t i f y I n f i l l e d 
d r i l l i n g on bO-acre locat ions*, f i t I s foend l a t e r t h a t as 
:;iueh us "aee r o >1 rea l y 25% sore ;,as ean Ov recovered on the 
c l o s e r spaoiup. I h i s s&ae I n f o r m a t i o n I n d i c a t e s t h a t I n f i l l e d 
d r i H i n t o f Of acres pe v u e l l would pec. ab ly never be economi
c a l l y f e a s i b l e . Uence, 160-acre cen t e r - spo t l o c a t i o n s sou I d 
-take l a t e r I n f i l l e d d r i l l l n p on i n d i v l d u & l ldO-acro t r a c t s 
leee-ver f u o o s s i b l e . 

h-oreovor, a s tudy o f the 
f i d I d r ad ica tes tha t a l a r g e nusshor o f ten; d r i l l i n g u n i t s 
can be e.ere e e f e c t l / o l p dretned be l o m t l n p the s e l l s I n the 
rsost porrneahle p a r t o f the u n i t ; and t h i s peraear.le p a r t I s 
ne t nece&snr i ly i n u.e t e e t e r ef IfC—acre t r a c t s , f o r the 
3aue nueeer o f w e l l s , the f i e l d can he s : r « e f f e c t i v e l y 
d:-ai:ted by p i s c i n e -.hu -.veils i n the oiost pe-rrieable pa r t s o f 
u n i t e r a t h e r burn i i p i d ccntei-ppot l o c a t i o n s . 

I t i s the Ae f o r e i u e u i S t e d , e -.at i n e n event the 

Consul sa l on de sides te eet u spaeine r u l i n r e qu i r inf. IGO-acres 

, ui- w e l l , t-,at c o n s i d e r a t i o n be p lven to i l e u v i b i l i i p o f l a e s n n e each 

w e l l on i t s u n i t ; i n o rder chat maxiiaua ad van fca&e nay be r e a l i s e d 

f r o m th« con t inuous ly developed .,.,eo l o g i c a l end eng inee r ing .Informa

t i o n ; and i n o rde i eha t operators eay have the o p p o r t u n i t y to 

l oca t e t h e i r *?ells on 80-aere pa t t e rns i f -,-hcy so choose, so t ha t 
bo 

they would be I n p o s i t i o n i n the f u t u r e / i n f i l l wells i f proven 



Suite 17, Radio Plaza ' ' John J . Dempsey 
Telephone 3003 ^ * | . President 

Dempsey Realty Company 
Santa Fe, New Mex ico 

March 3, 194g 

'<tlG 
i. 

Mr. Dick Spurrier 
State Geologist 
Santa Fe, N. M. 

Dear Mr. Spurr ier : 

I wrote you requesting before a decision was made by the 
State O i l Conservation Commission i n connection w i t h the spacing 
request i n an area of San Juan County by the Southern Union Gas 
Company, that I would be permitted t o incorporate a statement i n 
the proceedings. I now f i n d that the lands I am developing are 
not i n the area embraced by the hearing. Therefore, I have no 
f u r t h e r in teres t in the matter. 

JJC: jw 



El Fidel Hotel 
Albuquerque, New Mexico 

February 13, 19^8 

Oil Conservation Commission 
Santa Fe, New Mexico 

Gentlemen: 

The writer has made a study of the petition of 
Southern Union Production Company for a spacing,,order 
fi x i n g the spacing of wells hereafter d r i l l e d i n the 
Kutz-Canyon-Fulcher Basin gas fi e l d s , looking towards 
the best interest of the United States, the State of 
New Mexico and the development of potential areas i n 
volved. I t i s my opinion that this proposed program 
is sound. Wo doubt, there w i l l be instances where 
exceptions are warranted, which would come under the 
wise discretion of the New Mexico Oil Conservation 
Commission. 

Respectfully, 

JJH:fr 

cc - Southern Union Production Company 
Burt Building 
Dallas 1, Texas 



3nn Jnaa Ceorrty, 
fseruary, 1948. 

l m ?:e;>;ia©i 

The pew exle© 1 i 'ina. G*s ?0B*»srratr.i. 
- oasis si on * 
3anta ?a, Ee* fexioo. 
£sn • lessen; 

"ae anifrsigaed owners of fee lands situated in 3a© Juan Coocty, 
re actfally submit their opposition to the granting of tits petition 
of -law? tiara union rcdactlon company, sow jading before tha Comal anion, 
such petition being entit lad; 

"lo tas aatter of the petition for an yard©* fixing the 
rt pacing of wall* hereinafter drilled ir; tha Kats Canyon 
nna /aleher Basin fields in Sou Juan Coanty.M vS3Sf 
3f f '.iSSES and reload s»tt»ns," 

..or o position includes tha following, 

1. a deoa the granting of tha etttioa w i l l rermalt In a 
di-.atlvstntage to operators aa a t?bole, anu to t ho Ptata 
of new fi«*ioc, and to tha foa land ownera. 

2, j,-, partlaalar we oppose any rale or regulation thereon tor the 
prosant fata Canyon and fulcher 3aain fields stay he OTl^p®>. 

3* ' etajor part of the lands In the scanty {Inelading -state loads) 
ar» unlive l^ped, hota at to oil ma 

4m utxmro'9 o-5l and gas leases hare been secured by '.ojer *usd . 
InJspsndent operators er>ar aolaf unit a lass toon 160 acres* 

5, -ho *it&te of flow fexlso has i^saed assay ©il and gas leases, 
on state and last it tit 1 oca 1 lands nnd smny of ©ash leases are 
in ftraaHsr oalts* than ISO aeres, waay being for 40 ae.es#80 
.acres and 180 acres* 
ha c ©nasi s s i oner of ablie loads i and the it at s i w i l l he ia 

a posit 1 os of fear inf. laens; o i l aft d gas 1 eases,accepttag 
Ron y ther»for. and then not -aMffltaf, daylojeajaajsi. of soon 
leased lands* f i f a 160 a it he adepts" 1. A / ) > r / t ^ 

6* "'he pet tloner,T?ho have heretofore dottle pas certain of the lands 
now within tha area of the Kilts fasyoa aa4 ^aloner nos in f ields, 
eanyosea of natural gas to the 3ottta*ra Union Oas Cesapony, i t s 
aeeoe lasts »a»der eo^e or ranges^ na unknown te protestaaae. 
fas eataern onion Qm coupony la ta© only earspaaeer of gaa 
predated in these two flsida.and therefore tat two a-,rporatIons 
have a Jcosofxar oa pertains to the preaeai tiiefoemoa and trans-
portatlon of gaa, and have bean able to fond del dictate ana 
f ix the price of gaa produces ay Isbependest operators,and i t 
now at pears that said two corporations have succeeded in getting 
•.. ao gas situation in 3-.id two f i e l fa la % condition to asset i t s 
ace ires, anc now ?--iah an order froa the Oo-isisa i lea , which woaid 
p "sveut independent operator* froi drill ing,a* to a i ts of ieaa 
than 160 as res* 

7. phe limits of tho present : tits Canyon and *alefetr la sift fields 
«h*nl«i bo dsfla&teijr determined. 

ha* been discovered in e*h«r parts of the eoaniy ,t o--?li, 
-avsral mlla aaar Glance, wells at >li*is?iold, at JiStec^uud 

n ar the itate 15ns t o the noc th* 
it c ho aid be made eertala th%% nalthsr the petit !anar,or any 
on© «lse,ninht sttcessafally olaltt ttot the pats Caayo* and 
.fuloaer Basin fiM^« bo ^ f'SS f:D to sateraea ether porta of the 
coarrty. 

ILLEGIBLE 



2 . 

8. no rule or regulation should bo adopted1 that woald interfere 
or restrlot or etard ffeg devaloptiaei* of lands within th® 
eooaty as to exploration, prodaetl oa or cieva lopement of sit nor 
Cll or Gas in any part of tho ooaaty.inooffineh aa thera are 
serve ra I squads and format lone, above aad below the lot are 
- l i f f fer^etlon i fro mhieh petitioner obtains g*si, 

'hersfore peti' lonra,as Lrotestaats.pray that said petition 
be denied* 

oeooctfally sabiaittad*. 

fan© of land owner, imm of land amer* 

ILLEGIBLE 


