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QOFFICE OF

@il and BGag Aenserpation Commission
STATE OF ARIZONA

HOOM 202
3 . 1624 WEST ADAMS

Yhaenix, Arizona 35807
PHOME: 271-5161

A GENTDA

Meeting
April 16, 1969
Room 204, Arizoma State Office Bldg.

9:30 a.m. Call to order

V&{//Approval of minutes of meeting of
Harch 19, 1969

,24//;xecutive Secretary report
¢¥Tf Geolegist report
”ﬂ@ . 0ld business

2+ New business

k/x/'AdJOurn
M’- Dl DD \Z'_Afmb‘-l ’c

: r\
,,;/;ZF- A e T L LevecqCoo
B

/W%&,Qﬂﬂ{a¢0ﬂ6 £

10:00 a.m. Hearing, Case 36
Kerr—-McGee Corporation

IF YOU ARE UNABLE TO ATTEND THIS MEETING s PLEASE NOTIFY
THIS OFFICE AS S0OON AS POSSIBLE.
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O0IL AND GAS CONSERVATION COMMISSION
1624 West Adams — Suite 202
Phoenix, Arizona 85007

Minutes of Meeting
March 19, 1969

Present: ' Absent:
Mr. Lucien B. Owens, Chairman Mr. Ralph W. Bilby,

Member
Mr. George T. Siler, Vice Chairman

‘Mr. Kenneth G. Bentson, Member

Mr. Frank E. Moore, Member
Mr. John Bannister, Executive Secretary
Mr. James R. Scurlock, Geologist
Mr. James A. Lawbert, Administrative
Assistant -
Meeting was called to order at 9:30 a.m. by Chairman Owens.

Minutes of the meeting of February 26, 1969 were read and approved.

Reports of the Executive Secretary and Geologist were discussed and
accepted.

Meeting adjourned at 10:00 a.m. to be followed by hearing of Case 35.

APPROVED  April 16, 1969

Lucien B. Owens, Chairman

TR




OFFICE OF

Oil anh Guz Gongervation Gommisston

STATE OF ARIZONA
ROOM 202

1424 WEST ADAMS

Phoentx, Arizong 853007

PHOME: 271-5161

April 8, 1969

Memo to: Commissioners
From: John Bannister

Re: Report of Activity

Our agenda for the forthcoming meeting is the usual, however I do
wish to have an opportunity to discuss our remaining budget for
in-state travel. This fund is as usual at this time of year,
again reaching a critical stage and must be conserved for essen-
tial purposes.

Following the regular meeting we will hear Case 36, being Kerr-
McCGee's request for deviation from 160 acre spacing for one well
in the Dineh-bi-Keyah field. Inasmuch as this well primarily

jnvolves guestions of reservoir engineering, I have secured the

services of “"Red" Walsh from Farmirgton to sit with the Commission

as consultant.

I would like to take this opportunity to point out that in ordetr

to arrive at a proper conclusion it is more than 1ikely that "Red"

will want to have a chance Eto study data presented prior to any
recommendation as to the tenor of our decision. Consequently, 1
would suggest that at the end of the hearing we make no attempt
to reach a decision but give Red" the time he will need. Nor-
mally, if a decision 1is reached within ten days after a hearing
it is considered a reasonable amount of time and complies with

statutory requirements.

Drilling activity is increasing since the weather is breaking up
in the north. We at present have seven wells drilling in Apache
County — one in the Dineh-bi-Keyah area and gix. north thereof.
Four wells are in various stages of drilling in the Sedona area
and Mr. Hopkins has entered into a drilling program with Mike
0'Donnell calling for four additional wells. Persistent rumors
mention the possibility of considerable exploration in Cochise
County and we have had several inguiries concerning rules and
regulations as pertaimn to drilling in the southeast area of our
state, namely Cochise, GCraham and Greenlee Counties.
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We still have received no definite word as to the Commission's
budget, however I assume it will be somewhere in the neighborhood
of that which was recommended by the Govermor. As soon as
definite word is received, you will be advised.

I am maintaining frequent contact with A. A. Hopkins, Jr., and
feel that in general our problem in this area has been solved,
however I will continue close surveillance.

It has been reported to me that the Arizona Helium Plant at Navajo
has successfully made a test run of eleven to twelve hours and
again I say, with tongue in cheak, should be on stream within the
near future. Persistent reports have it that as scen as the plant
is operative they will commence a substantial drilling program
aimed at developing supplies of helium on leases they own.

New Permits:

Consolidated 0il & Gas #3 Navajo, NE 8SW 3-41N-28E, Apache
County.

Gulf #1 Navajo BS, NW NE 12:37N-29E, Apache County.

Hopkins #1 Frye Strat, SW NVW 34-17N-5E, Yavapai County,

g
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OFFICE OF

@i and Gus @ouserpation Gommisstion

STATE OF ARIZONA
ROOM 202

1624 WEST ADAMS

Yhoentx, Arizonn 85007
PHOME: 271.5161

April 8, 1969
GEOLOGIST'S REPORT

Sl FROM: JAMES SCURLOCK
' e TO : COMMISSIONERS

YAVAPAT COUNTY

Hopkins #34-1Y Federal

T18H, RSE, G & SRM "TIGHT HOLE"

Sec., 34: W/4 NW/4

Permit #4862
Well has been pumping water., Pump now shut down because
of packer leak. Mr. Hopkins indicates that he will re-
seat the packer and resume pumping as soon as possible,

Mr. Hopkins and Mr. Mike O'Donnell {(0O'Donnell & Ewing

Drilling Company, Phoenix) are attempiing to arrange a

, five-well drilling program to be drilled by O'Donnell in

{ o the 3edona area.

Riddle #3-A Federal
TL7HN, R4E, G & SRM
A Sec. 3: XNE/4 NE/4
R Permit #485
ST Total depth of 1242' in Cambrian sandstone. Operator
- has removed the rig., A hand-bailer was used to recover
3 water which had a slight show of oil. When a sample of
i the water was allowed to sit overnight, it had a "'good
R odor" of oil, Scum on top of water had the appearance of
paraffin. This slight show has encouraged Mr., Riddle to
look for a cable tool rig so that he can clean out the
MR hole and perhaps drill in a few more feet and thus check
A on the formation. There was no return of air in the
S interval 1219° to 1242' and thus no samples were re-
S turned in this interval,

AL A

ko

ST b,

S

il
i




P

Geologist's Report
4-8-69

APACHE COUNTY

Consolidated 0il & Gas #1 Navajo

T41N, R28E, G & SRM

Sec. 2: 3W/4 Sw/4 East Boundary Butte Field
Permit #4881

Consolidated has been given permission by the Commission
to produce o0il from the Desert Creek (limestone) perfora-

tions from 4739' to 4743' while disposing of the accom-
panying salt water by injection into the Akah Formation
through perforations 4897' to 4509°',

W¥ell now has been worked over. Well currently pump-

ing 25 barrels of o0il plus 2 barrels of salt water in 24

hours.

Consolidated 0il & Gas #2 Navajo
T41N, R28E, G & SRM
Sec. 3: NE/4 3E/4 East Boundary Butte Field
Permit #488
5till a waiting location.

Consolidated 0il & Gas #3 Havajo

T41N, R28E, G & SBM

3ec. 3: NE/4 Sw/4 East Boundary Butte Field

Permit #490
Spud date: 3-17-69, Set 8-5/8" at 323' (K.B,) with
200 sacks. Contractor is Arapahoe Drilling Company,
Farmington. Elevation: 5331' ground. Drill Stem Test,
Desert Creek Zone 4612' - 4638'. Recovered 40' of oil-
cut mud.

DST #2: (Akah) recovered 30' of oil-cut mud, 630' of

oil, 240' of slightly water-cut oil, and 200' of salt
water.

DST #3: (Lower Akah) recovered 400' of gas-cut mud
and 425' of gas-cut salt water.

Currently drilling ahead at 5014°,

Kerr-McGee #C-1 Navajo
T36N, R3OE, G & SR
Sec. 33: NW/4 3W/4
Permit #4834

Spud date: 2-11-69, 3et 9~5/8" at 328' with 200 sacks.

Penetrated 50' of Pennsylvanian sill., Top of sill-3452°',

e,
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Page 3
Geclogist's Report
4-8-869

Well running structurally high, about as expected; however,
the 3ill was tight, i.e., lacking in poresily and permea-
bility and apparently very poorly fractured so as not to
have very good reservoir characteristics, Total depth is
3590'., Set 7' OD casing at TD., Perforated 3459' to 3498"'.
Acidized and fracted perforations. Installed pump. Cur-
rently pumping 30 - 40 barrels per day of load oil, no
water. S8Still testing on pump.

This well will be a small producer at best; however, it
is located at a sufficiently high structural elevation that
it will probably produce no water.

Odessa #2 Navajo B447

T37N, R29E, G & SRM

Sec. 33: SE/4 SE/4

Permit #489
Spud date: 3-29-69. 3et 9-5/8" at 264' with 125 sacks.
Drilling ahead. This well is located 7 miles NW of Dineh
bi Keyah Field.

Scuttlebutt;

The Hopi Tribe is ready to hold another sale of oil and gas
leases, Inasmuch as the last sale had a negative response, the Tribe
is now asking those interested to fill out a gquestionnaire indicating
interest in the proposed lease sale. The area proposed is exclusively
Hopi (known as District Six) and is in the same area as reported in
prior sales.

Unfortunately, none of this lies in the area of the Ziltahjini
Dome which lies to the north on joint Hopi-Navajo lands. Although by
court decree these jointly owned lands which have never been opened
to leasing belong to the Hopi and Navajo Tribes on a 50-50 basis, Mr,
Bannister believes that the reason now for the delay in offering these
lands for leasing is the in-fighting between the two tribes for more
control.

You will remember that the reason we ave so interested in the

" Ziltahjini area is because of the very large domal structure in this

area covering approximately 60 sguare miles and comprising a struct-
ural closure of something on the order of 600', This structure rep-
resents one of the best oil prospects in Arizona,
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| Page 4
| : Geologist's Report
4-8-69
' Scuttlebutt:
: The merger of Sinclair 0il Corporation and the Atlantic Rich- A o
field Company has been announced. This merger will give Atlantic C : .
: Richfield an additional outlet which will now cover 48 states ' -
B through the Sinclaixy service stations.

Scuttlebutt:

Mr. Michael P. Grace III, oil operator from Midland, Texas,
has acquired four sections on the "Nine Mile Anticline' 18N, 25E,

Apache County. A basement test is reported scheduled in the SWSW
of Section 9.
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OFFICE QF

®il and Gus Tonservatinn Tommission

STATE OF ARIZONA
ROOM 202
1624 WEST ADAMS

Phorenix, Arizong 85007
PHONE: 271.51861
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March 25, 1969

A AT I m Ttk

MEMO: COMMISSIONERS
FROM: JOHN BANNISTER

AT

RE: HEARING, KERR~McGEE

|
2

John Fisher of Kerr-McGee Corp. called this date to advise that

we will receive a hearing request from Kerr-iecGee to be held on
April 16, 1969,

Kerr-McGee will seek to get permission to drill and produce a
well to be located in the NW/4 SE/4 of Section 32, Township 36
North, Range 30 East, Apache County. This well would be a

direct oififset to their 3-X well located in the NE/& SE/4 of
said Section,

You will recall that the Commission held a hearing whereby
spacing in the Pineh bi Keyah field was established on 160
acres with well sites to be either in the SE/f4 or NW/4 of the
160 acres. Kerr-McGee is now requesting an exception to this

space rule and also an exception to Rule 105.A which requires
a diagonal offset.

Mr. Fisher explained Kerr-McGee is seeking information in this
well to determine that a well on 160 acre spacing is actually
draining this wuch acreage. This could be a prelude to re-
verting to 80 acre spacing. The drilling pattern as now
established in this field on 160 acre spacing would allow

Rule 105.A to be adhered to, i.e., diagonal offsets. If this

request should be allowed, this would constitute exception to
diagonal offsetting in the field.
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containing requests for opinions
lav relative to the exploration,
and gas in the State of Arizona.

I will answer these inquiries in
they were directed %o Lhis office

Under date of April 17, 1964, you

(f OEPARTMENT OF LAW (

QFFICE OF THE ROBERT W. PICKRELL

9{{{ rl1.ntg @L,npra[ WI‘LLIAM E.EUBAMNK

STATE CAPITOL CHIEF ASSI3TANT FTTOAKE t GEMERAL

Flnenix 7, Arizona

May 28, 1964

et
T
b"‘f\/,:":iil lin’: ‘3
W L
. L5 Rl
Mr. John Bannister { -t L aeep T
Executive Sécretary _ A A, oG .
Oil and Gas Commission {2 epiE Ol 7]
1624 viest Adams %L,?Z}ﬂ;;dﬁhhﬂﬂ“T
Phoenix, Arizona 85007 N o
) -:'--[."‘ I ] ; .'.\_:;’T -
L e el
Dear Mr. Bannister:
Recently you forwarded to this office a number or communications

concerning various areas of the
broduction and purchase of oil

the chronological order in which

made the followihg incuirv:
1

Question: Is the rule of capture of production
of 0il, gas and/or helium the prevalent rule
Within the State or Arizona? If not, what is
the basic concept of oil and gas production?

Answer: NO. There is no reference to any

concept within-the statutes governing oil and

gas production in the gas law of this state

that would imply the rule of capture is the

guiding legal philosophy in the state. The

basic concept governing the production of oil

and gas in Arizona is found in the deeclaration .
of policy as contained in A.R.S. §27-502.4,

Which states:

"A. It is the public policy of the state
to: ’ :

1. Conserve the natural resources of
©il and gas and products thereof,

2. Prevent waste of o0il and gas re-
sources,

3. - Provide for protection and adjust-
ment of correlative rights of owners
of land wherein the natural resources
lie and‘and of owners and Producers
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May 28,
Page 2

It Tollows {rom a reading of the above statute that any arrange-
Wwith numbers 1 throupgh 7 above would be accept-
concept, or to state the same provosition posi-
a2 basic concept which furthers this declaration of policy

ment consistent
able as a basic

tively,

(,.

Mr. John Bannister

C

1964

ol 01l and gas resources and pro-
ducts thereof, and of others in-
terested therein.

4,  Encourage development of natural
resources of oil and gas and their
products.

5. Encourage continuous and economic
supply thereof and demand therefor.

O. Salfeguard the health, vroperty and .

public vwelfare of citizens of the

state and other interested persons.
7. Promote all purposes indicated by

the orovisions of this article."

would be consistent with legislative intent.

Under date of Aprii 16, 1964, you made the following inquiry:

Question: Does the 0il and Gas Conservation
Commission under any of our statutes, and pa
ticularly under A.R.S. 827, Ch. 4, Article

1.1, "Fieldwise.Unitization," have the right
to establish a field price which will govern

the price paid for production within a speci-

fied area by a common purchaser théreof, or
to receive and consider evidence concerning
Same?

Answer:q NO, I find nothing in the statutes

-

governing the production of 0il and gas which
could reasonably be construed as authority to
regulate the price the pvurchaser of oil and

gas must pay. Apart from the absence of state
authority to establish the price, I might add,
such a concept would be directly contrary to .
the present economic philosophy of this state,

i.e., free enterprise, and the classis economic

concept of supply and demand.

Under date of April 16, 196/, you made the following inquiry:

Question: Is it reqﬁifed undexr our existing
statutes that any unitization agreement, con-
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cerning federal, state, lee, or Iindian land or in
any combination thereof, being entered into within
the physical boundaries of the State of Arizona he
approved by the 0il and Gas Conservation Commiscion
prior to the initiation of unit operations.

Answer: This question involves a multiplicitvy of
legal question. Suffice it to say for the purpose
of {his communication, that state statutes are not
enforceable on federal lands except by provision in
a federal statubte which would have the effect of as-
similating the state law. Application of state sta-
tutes o Indian lands would only be possible by per-
mission in the form of a treaty executed by the gov-
erning body of the Indian tribe in question and The
prover state executive. Generally speaking, it is
more judicious to tazke the position that the State
of Arizona has no jurisdiction over federal and In-
dian lands, It might be possible to arrive at a
working agreement within this area through these agsn-
cies. The natural resources contained within this
land (federal - Indian) are not the subject of a -
property interest of the State of Arizona notwith-
standing a royalty interest on or production vay-
able to the State of Arizona. As to non-federal

and non-Indian lands mentioned in your question,

the Tormation of a unit can only itake nlace with the
approval of the 0il and Gas Commission (A.R.S5. o7~
531l et seq.). A.1E.S. 327532 provides For the an-
proval by the 0il and Gas Commission of & plan of
unitization or unit agreement,

Under date of April 20, 1964, your inquiries iegignated 1.4 and
1.B were previcusly answeved in my memorandum dated April 221,
1964, The remaining requests of that date are hereinalter an-
swered.

Question 1.C: After a request for a hearing is
received, within what period of time must the Com-
missioﬂe%s set a date for the hearing ?

Ansver: Within a reasonable time after the ex-
viration of ten days from the date of notice of
the hearing.

Question 1.D: After complying with the require-
ments for publication under 1.A and 1.2 above,
within what period of time must the hearing be
held 2 :

_Ansver: Any time following the expiration of ten
days from the date of notice of the hearing was
given, to set in the sound discretion of the Com-
misasion. .
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Question 2.A: Under the provisions of A.R.5. Title
27, Article 1.1 "Fieldwide Unitization," or other
pertinent statutes, may the 0il and Gas Commission,
In order to protect the reservolr pressure of an ¢s-
tablished unit and field, to prevent drainage of
surrounding leases be shut in until the unit is oper-
ative as such if such well is legally producing from
a valid and existing oil-and gas lease ?

Answer: Generally, NO. However, a more definite
answer would require additional data. It is my copinion
tihat the Commission could stop production from the well
Which is adjacent to the unitized field because 1t pre-
sumably would be having the effect of draining the non-
producing well or it might only be draining its own
- L productive areas. However, if the edge well was in a

' dry field, i.e., with no water drive, a low edge well
could possibly drain off most of the gas in the affected
unitized reservoir. It is apparent that a precise

answer to this question would require additional geolc-
gical facts.

SIS TP Ry pe P

Question 3: What is the meaning ol “correlative
rights?"

Answer: In lay terms correlative rights mey be thouzht
ef as the interest in cor rights of an individual in
relation to other individuals who likwsie hava inter-
est in a particular preoductive area. In Bristor v.
Cheatham, 75 Ariz. 227, 255 P.2d 173, where sround water
wias the subject of litigation, the Arizona Court de-
fined coryelative rights as the right of interested
owners to their proportionate share therecof. The
California case of Alphonzo E. Bell v. Bell ¥iew 0Qil
Syndicate, 76 P.2d 167, 2K Cal. App. 2d 587 indicated
the correlative rights {o 0il and gas is in no sense

f”“a— a stationary righi: in which each surface owner enjoys
[T a fixed &mount of the minerals in question but his

preportionate share continues to vary with the change
in the reservoir.

i i Question 4: Under the provisions of A.R.S. %27-501.01,
- AR.S. 927-508.01 and Title 27, Article 1.1 “Pieldwide

: Unitization," and any other pertinent statutes, may the

B 0il and Gas Commission order a common purchaser from

' two established and separate fields or pools to:

Y (1) Take ratably from one field compared to the
" other fieid?

Ansvier: NO.
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(2) Estapnlish what could be ratably Laken from

‘the fields based upon the reserves of

ea.eh
ffield.

Answer: LNO.

(3) within a rield assign reserves, tasad unon
100% of originhal reserven to each lzasas, av4
if’ one lessez had produeed his lease prior Lo
unitization, deduct the amount so produced
from his assigned reserve ?

Answer: NO, the jurisdiction of the Cil and (as
Cornmission to exercise supervisory control does
not attach until the unit has actually been estab-
lished by an order of the Commission. Production
of a lease prior to the Commission's jurisdiction
(unitization) is activity engaged in, over which
the Commission had no jurisdiction at the time the
01l and gas was being extracted, the reservoir of

a given field is established at the time of uniti-
zation.

o My apologies for the delay in getting these answers to you,

Sincerely yours,

ROBERT W. PICKRELL
The_gptorney ?jaeral

& / - _‘./ )
(/7&?'Kégf!@$ﬁlﬁnki
EDWARD I. KENNEDY /

f )
Assistant Attorney gﬁyéfai’f
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cc: 0il and Gas Commissioners
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