CASE 1124: Pacific Northwest Pipeline Corp.
apolication for order extending time limits
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No. 26-56

DOCKET: EXAMINER HEARING AUGUST 8, 1956

Main Court Room, San Juan County Court House, 10:00 a.m., Aztec, N. M.

The following case will be heard bhefore Warren W. Mankin, Examiner:

CASE 1124: Application of Pacific Northwest Pipeline Corporation
for an order extending the time limits set for making
deliverability tests for approximately 125 gas wells

in the Blanco-Mesaverde Gas Pool located in San Juan
and Rio Arriba Counties, New Mexico, as required by
Order R-333-C and D, and for the assignment of allowables
to said wells in exception to Order R-128-D. Applicant,
in the above-styled cause, seeks an order excepting .
approximately 125 gas wells in the Blanco-Mesaverde Gas
Pool, to which the applicant expects to connect, from
the requirements of making initial deliverability tests
for the remainder of the year of 1956, as required by
Section B, Sub-Section I, Paragraph A of Order R-333-C
-and D, and from seven day shut-in pressure tests as
required by Section B, Sub-Section I, Paragraph B of
said Order R-333-C and D; and further that said wells
be granted an allowable at the time of conrnection for
‘the remainder of 1956 notwithstanding the fact that

no deliverability tests shall have been made as required
by Rules 5 and 9 of the Special Rules and Regulations
for the Blanco-Mesaverde Gas Pool as set forth in

Order R-128-D.
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CoPACIFIC NORTHWEST PIPELINE GORPORATION

413'% West Main
. 2y 30T FARMINGTON, NEW MEXICC
').-,'7'3 wee July 12, 1956

2s . St
Mr. A. L. Porter. Secretary & Director Pyt ' ’f‘/“
New Mexico 0il Conoervatlon Commission A }
P. 0. Box 697 o=
Santa Fe, New Mexico o

L
Dear Mr. Porter: e

":\,_\

Pacific Northwest Pipeline Corporation will start delivery of gas_
on a large scale to the Pacific Northwest during the month of October
1956. We will connect approximately 125 wells to our gathering
system during September and October 1956. This fact will make it
very difficult for us to secure dellverablllty tests on these wells
and comply with Order No. R-<333-C & D. -

The load demand of the line will undoubtedly fluctuate to a
great extent because of the initial problems involved in starting
such a transmission line. This fluctuation will complicate the se-
curing of satisfactory deliverability *ests.

Pacific plans to deliver a large amount of gas to the Northwest-
during the last quarter of 1956, and it would be undesirable to neces-
sitate the sbuiiing in of a great number of wells for seven days
following the deliversbility tests.

In view of the above, Pacific Northwest Pipeline Corporaticon
requests that the New Mexico 0il Conservation Commnission hold an
Examiner's Hearing, preferably in Farmington, at the earliest pos-
sible date. We are requesting this hearing in an effort tc obtain
approval for Pacific Northwest Pipeline Corporation to take excep-
tion for the remainder of 1956 to the following items in Order No.
R-333-C & D. « “_“— "‘,."4'" fbx,’,’ ¢ ?a

1. The 45 days limit for the completion of initial
deliverability tests as stated in Section B,
Sub Section I, Paragraph A.
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2. The 7 days shut in pressure afier the annual deliv-
erability tests, as stated in Section B, Sub Section
I, Paragraph B. (Pacific requests the option to use
a seven day shut in pressure taken either before or
after the deliverability test).
- _I‘
Yours very truly,

TAD: ihr

cc: Mr. Emory Arnold
L. G. Truby




BETORE T OIL COLSLRVATION COMMIEDION
OF TN STATE OF MNEW ORICH

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

CASE HO. 1124
Crder No. 2-8901

. APPLICATIC NF PACIFIC NORTHWEST
PIPELINE CCRPORATION FCR AN ORDER

. EXTENDING THE TIME LIMITS SET FOR

"~ MAKING DELIVERABILITY TESTS FOR

. APPROXIMATELY 125 GAS WELLS IN THE

' BLANCO-MESAVERDE GAS POOL LOCATED

IN SAN JUAN AND RIO ARRIBA COUNTIES,

. NEW MEXICO AS REQUIRED BY ORDER R-333-C
© AND D, AND FOR THE ASSIGNMENT OF

' ALLOWABLES TC SAID WELLS IN EXCEPTION

' TO ORDER R~-128-D.

ORDER OF THE COMMISSION

. BY THE COMMISSION:

. This cause came on for hearing at 10 oc'clock a.&. ;
- on August 8, 1956, at Aztec, New Mexico, before Warren W. Mankin,
© Examiner duly appointed by the New Mexico Oil Comservation Com-

i migsion, hereznafter referred tc as the "Commission,®” in accord-
 ance with Rule 1214 of the Commission Rules and Regulatioas.

i NO¥W, on thzs ;25-4 Gday oi OCtGu@; 1836, the Commisgionm,
" a quorum being present, having considered the application, the

. evidence adduced, the recommendations of the Examiner, %Warren W.

© Mankin, and being fully advised in the premises,

FiXDS:

. (1) That due notice having been given as required by
4 law, the Commission has jurisdiction of this case and the sabject
- matter therecof.

: {2) That the applicant, by the evidence adduced, has

- shown the need and justification for granting exceptions to Section
B, Sub-Section I, Paragraph A, and Eectisn R, Sub-gention I,

- Paragraph B of Order R=-333~C and P, as well as Rules 5 and 9 of

- Order R~128-D insofar as these rules apply to the period of time

in which deliverability tests shall be accompliished aand the

sequence in the testing procedure where the T-day shut-ia pressure
shall be measured when accomplishing annusl deliverability tests.

IT IS THEREFGRE ORDEREL:

1. That the aonliuanx shall be exempt froxz provislons
of Section B, Sub-section I, Paragrapi &, Part 1, of Crder R-333-C
and T and may accomplish deliverability tcsie on mewly comnegctoed




%transportation facilities during the year 1356 to be excepted
3from the provisions of Paragraph (c) of Ruare 9, Order R-128-D. P

!been met; whichever date is later.

applicant s transporiation facilities after 7:00 o’clock a.m.

providad in Paragraph (a) and (b) of Rule %, Order H-128-D,

x

-
Casg No., 1ll2a
Grder e, R-901

wells required thereby at any time duving the yeax 1958,

4. That the applicant shall be exempt from the

- provisions ¢of Section B, Sub-section I, Paragraph B, iourth

. subparagraph of Order R-333~-C and D, to aliow the applicant to
‘use the T-day shut-in pressure taken in the process of completing
- the wells for calculating the deliverability cof the wells. This

. exception shall be applicablie for all wells connected to the
~applicant’s transportation facility during the year 19856.

3. That the deliverability tests aacomplishea by

x?using the exceptions provided for in paragrapbs 1 and Z above
iwill be accepted by the Coumission as annual 1956 deliverability
Stests.

4. That the deliverability tests requixea in Rule

§5 of Order 128-D may be acccmplished as provided for in paragraphsi
fl and 2 above. :

5. That all wells connected to the applicant's

6. That the allowable for all wellc a,nnecteu to the

iapplicant's transportation facilities prior to 7 ) o'clock a.m.

| November 1, 1856 shall commence as of that time, or at such time :
a8 the raqulrements of Paragraph (b) of Rule 8, Order R-lzs-n bave !

7. That the allowable for all wells connected tc the
INbvenber 1, 18956 and before January 1, 1957 shall commence as

DONk at Saania Fe, New Mexico, on the day anu ye&r

1hereinubove designatea. ;

STATE OF NEW MEXICO
OIL CONSERVATICR COMMISSION

. ’
B S
L e

‘JOHN F. SIKMS, Chairman

4«%

A, L POGRTER, Jr., !ember & Secretary

/

E. 8. ?ALKER ¥ember }2?
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OIL CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE. NEW MEXICO

Novemwher 1, 1986

PPacific Northwest Pipeline Corp.

Mr. T. A. Dugan

413 1/2 West Main Street

Farmington, New Mexico ; -

Dear Sir:

We enclose a copy of Order R-901 issued on October
26, 1956, by the Oil Conservation Comr.mrission in Case 1124, which
was heard on August 8, 1956.

Very truly yours,

A, L. Porter, Jr,
Secretary-Director

jh

encl.

cc: El Paso Natural Gas Co.
P. O. Box 1492
El Paso, Texas
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HEARING DATE

Page

NEW MEXICO OIL CONSERVATION COMMISSION

Main Court licom, San Juan County Court House

Aztec , NEW MEXICO

REGISTER

August &, 1956 _ TIME: _ 10:00 a.m.

NAME:

REPRESENTING: ' LOCATION:
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BEFORE THE
N 1iX1C0 O1L CONSERVATION COMMISSION
August 8, 1956

IN THE MATT=R OF:

Case No. 1124: Application of Facific Northwest Pipeline
Corporation for an order extending the
time limits set for making deliverability
tests for approximately 125 gas wells in the
Blanco-ilesaverde Gas Pool located in San
Juan and Rio Arriba Counties, New flexico,
as required by Order R-333-C a7sid D and for
the assignment of allowables to said wells
in exception to Order R-128-D.

Applicant, in the above-styled cause, seeks

an order excepting approximately 125 gas wells in the
Blanco-Mesaverde Gas Pool, to.which the applicant
expects to connect, from the requirements of

making initial deliverability tests for the remainder
of the year of 1956, as required by Section B,
Sub-Section I, Paragraph A of Order R-333-C and D,
and from seven day shut~in pressurée tésts as required
by Section B, Sub-Section I, Paragraph B of said
Order R-333-C and D; and further that said wells

be granted an allowable at the time of connection for
the remainder of 1956 notwithstanding the fact that no
P deliverability tests shall have been made as re-
quireu by Rules 5 and 9 of the Special Rules and
Regulations for the Blanco-Mesaverde  Gas Pool as set
forth in Order R-128-D.

BEFORE:
Mr. Warren W. Mankin, Examiner.
PROCEEDINGS
MR. MANKIN: 7ihe --ring will come to order. The only case we have on ihe

docket today is Casec io. 1124, which is the application of Pacific Northwest
Pipeline Corporatior {or an order extending the time limit set for making

deliverability tests ror approximately 125 gas wells in the Blanco-ilesaverde

Gas Pool, located in San Juan and Rio Arriba Counties, New Mexico, as required
by Orders R-333-C anu J and for the assignment of allowables for said wells
in exception to Order R-128-D. Froceed.

10 DUGAN

< called as a witness, having first been duly sworn, testified as follows:
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Mr. DUGAN: I am Thomas A. Dugan, tngineer with Pacific Northwest
Pipeline Corporation.

MR. MANKIN: I believe you have previously qualified as a technical witness
before this Commission, have you not%

iR+ DUGAN: No.

MR. MANKIN: We had better get your qualifications then. First as a --
your training, educational and your present training with Pacific or other
‘companies. Relate those very briefly.

MR. DUGAN: I graduated from Oklahoma University in'1950 and have been
working for different companies in the o0il and gas business since that time.

I am now Assistant Division Superintendent with Pacific Northwest Fipeline
Corporation.

MR. MANKIN: Your degree was a Petroleum £ngineering Degree?

MR. DUGAN: That 15 right.

MR. MANKIN: And you have been in this area for how long?

] MR. DUGAN: For four years, approximately.

MR. MANKIN: Qualifications aécéptable, proceed.

MR. DUGAN: Pacific Northwest Pipeline“CorporatiOn requests that the
New Mexico 0il Conservation Commission grant Pacific, approval to take exception
retroactive to April 1956,>and for the remaihder of 1956, to the following
items in Order R-332-C & D and Crdexr R—128-D. One exception, the assignment
of allowables 45 days prior to date upon which well's initial deliverability
is reported to the Commission as stated in Rule 9, paragraph 'c', Order R-128-D
and the‘deliverability tests to be taken in conformance with the provision of
R-333-C as stated in Rule 5 and 9 of COrder R-128-D. We would like to take
exceptidn to the 45-day limit for the completion of initial deliverabilities
as stated in section B, sub-section 1, paragraph a, Order No. R-333-C & D
and take excéptibn to the 7-day shut-in pressure for the annual deliverability

est as stated in Section B, sub-section 1 paragraph B, Order R-333-C & D.




Pacific requests that the option to use the 7-day shut-in pressure taken either
before or after the deliverability test. Pacific Northwest Pipeline will start
delivery of gas on a large scale to the Pacific¢ Northwest during the month of
October, 1956. We will connect approximately 100 wells to our gathering system
at that time. This fact will make it very difficult for us to secure deliverability
tests on these wells and comply with Orders Nos. R-333-C & D and Order 128-D. The
low demand on the line will undoubtedly fluxuate to a yreat extent becavse of
the initial problem involved in starting such a transmission line. This
fluxuation will complicate the securing of satisfactory deliverability tgsts.
Pacific pléns to deliver a large amount of gas to the Northwést during tﬁe last
duarter of i956, and it will be undesirable - and it might Be undesirable to
necessitate the shutting-in of a great number of wells for seven days following
the deliverability tests. We do not plan to connect any wells or send any
connection notices on the wells until we are in a posi£ion to take the’deliverability
tests. At the present.time we have twelve Mesaverde wells connected to the line
which we have submitted deliverability - connection notices 6n. And of those
twelve we have completed deliverability tests on four -and have one'in progress.
I mean we have completed satisfactory deliverability tegts on four.

MR. MANKIN: Is that all you have?

- MR. DUGAN: That is all. |

MR. MANKIN: You had on - You had no exhibits, nothing further to present
at this time?

MR. DUGAN: No exhibits.

MR. MANKIN: Is there question of the witness in this case?

CROSS  EXAMINATION

MR. ARNOLD: I have a question. I think you said you wanted the order
retroactive to April. Did you specify a date in April or -

#R. DUGAN: No, just the first of April.

MR. ARNOLD: That would be prior to the time that any of your -
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MR. DUGAN: iell, yes it would. FProbably the ~ our first connection notices
were sent in on the 20th of.April.

MR. ARNOLD: You just wanted it prior to the time that you had any
connection made.

MR. DUGAN: Yes.

#R. ARNOLD: Did you intend that these special tests, where you use an
optional shut-in pressure, on wells which are connected during October of this
year would serve as regulai annual tests with no allowable change until Februray
1st, 19587 |

MR. DUGAN: Yes, unless requested by the Commissioner on our initiative to
retest the well.

MR. ARNOLD: I believe that the Order states that we can not allow retest
except for substantial reason. What would you consider a substantial reason?

MR. DUGAN: Well, production history of the well.

MR. ARNOLD: Taking into consideration a line pressure? In other words a -

MR. DUGAN: Yes. The line pressure and the production history, and thé
deliverability of the well as ii continues to produce.

MR. ARNOLD: what provision do you think should be written into the order

to insure that wells on which the initial tests are déiayéd do not become more than

six months over-broduced before an allowable is granted?

MR. DUGAN: Well, we do not anticipate to overproduce the wells, and we
don't anticipate a large production from the Basin - from New Mexico wells until
October, and at that time we will be securing tests. I don't believe that we
will be six-months overproduced in that time.

#R. ARNOLD: In case we requested it, could you submit some sort of
representative production test on‘eaCh well in this catagory so that an
approximate allowable could be calculated for the purposes of checking over-

production limits?
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M. DUGAN:  Yes, we could.

MR ARNOLD: L believe that o all of he quentions [ have,

MR UTZs ddre bugan, dicd 1 understand you correctly to say that you have
twelve Mesaverde well connected to your permancnl transmission systen nows

MR. DUGAN: we have twelve connected that we have submitted connaction
notices on and produced.

¥R, UTZ: Four of these have acceptable deliverability tests?

MR. DUGAN: Yes sir.

MR. UTZ: And these were connected about the 20th of April?

MR. DUGAN: well, it varies, but we have several that was connected the 20th
and five was connected in April.

MR. UTZ: Do 1 ﬁnderstand that you are reqpesting an allowable on these
wells based on a subsequent deliverability test to be retroactive to the date of
. connectioh?

MR. DUGAN: Yes sir.

MR. UTZ: What are you using‘the gas for now that you are producing from
these wells?

MR; DUGAN: To pirge and te&st our main- line to Orégon and Washington.

MR. UTZ: You are not actually making any deliveries -

MR. DUGAN: And{driiling gas.

MR. UTZ:s And drilling gas?

MR. DUGAN: Yes sir. |

MR. UTZ: You are nof actually making any deliveries to customers in the
Northwest as of now?

MR« DUGAN: That is correct.

MR. UTZ: And when do you anticipate that this’will begin?

MR. DUGAN: October 1st. |

MR. UTZ: Do you have any idea as to what quantities of gas you will be

delivering?




tic. UUGANS  tp Lctober”

wflts UTds Yes.

M. DUGANS  well, 1 believe we will have Lo - is il alright if «ir. Truby
answers Lhat question’

MR. TRUBY: Approximately 80 million a day ~ L. G¢ Truby, Jr., with
pacific Northwest ripeline Coxporation - is our present estimate of production
from the New Mexico portion of the San Juan Basin.

MR, UTZ: aAbout 80 million & day? |

wR. TRUBY: Yes sir. That is, of course, subject to the availability
of our customers demand and the completion of their facilities - thatbis our
present estimate.

MR. UTZs Is it not true, Mr. Dugan, that these wells would accumulate a
substantial amount of underage if we re-calculated the allowable back to the
date of connection?

iR. DUGAN: No sir, I don't believe so. At the présent time, on the four
wells we have deliVerability tests oh, we have calculated their allowables and on
the remaining wells we have assumed deliverabilities and calculated their
allowables. On the twelve wells we are 48,117 MCE oveiproduced -~ on the thirtezn
wells at the present time - well, oh the twelve ilesaverde wells plus one Fruitland
well.

MR. UTZ: Now, on the other wells that you are going’toﬂgonnect between
now and October, which I understand will be in the neighborhood of 125 td 150.

MR. DUGAN: It will be approxi}ﬁately-mo.

MR. UTZ: Approximately 100 between now and October lst?

¥R. DUGAN: Yes, and we do not plan to submit connection notices untilwe
are in a position to take a deliverability test on the well.

MR. UTZ: But you will go ahead and produce the wells before you submit

connection notices?
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iR+ DUGAN: No sir.

MR. UTZ:  You will only connect them?

MR+ DUGAN: Yes sir.

MR. UTZ: Then those wells will not produce any gas until you actually
have a demand in th=2 Northwest?

WR. DUGAN: That is right.

MR . TﬁUEY:. but it is your understanding, isn't it Mr. Dugan, that these
100 wells théi Mr.’Utz nas referred to will not be submitted tc the Commission
as connected until we are in a position to take a test on the well or produce
the wells?

MR. DUGAN: That is what I intended to say a while ago, I don't know what

.I said.

MR. UTZ: Therefore there will be no possibility of those wells accumuléting
aﬁy babk allowable or underage?

MR. DUGAN: That is right.

MR. TRUBY: Well, there is one possibiiity,.if the connected wells for some
reasbn were not able to produce for intervals of time they would accumulate allowables
for the intervals that they were not produced from the time that they were connected.

MR. DUGAN: ‘Well, there I don't fhink we will accumulate any great amount
of underages within the next six weeks which will take us through to the October
Ist -~

MR. TRUBY: Or by our estimated demand at the present time it does not
appear that we will accumulate large allowables?

MR. DUGAN: Yes, that is correct.

“R. UTZ: Do you anticipate that the wells that you do not now have
connected will have deliverapbility tests before you request an allowable?

MR. DUGAN: Repeat that please.

MR. UTZ: On these wells over and above the twelve wells that you now have

connécted, do you anticipate that you will request an allowable for those wells
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before you produce them?

sKR. DUGAN: No sir.

MR. UTZ: You are not askinu tor an extension ol time then on the wells
except these twelve?

MR. DUGAN: Yes sir, that is rignt.

MR. TRUBY: And from the time that we connect well -~

MR. DUGAN: Yeah, and any additional wells that we are in a position to
test that we submit connectiOn notices on. In other words we would like exception
on the additional wells to be connected commencing with the tiﬁe that we submit
thé connection notices.

MR. UTZ: Then you want more than the 60 days in which to test these wells?

MR. DUGAN: Yes, for the reason that we feel that there might be some
interruptions in our demzind which would necessitate shutting-in of the wells, and
not being able to produce them for a continuous 21 days.

MR. UTZ: Well, if you don't produce these wells, substantially prodﬁce
these wells, and your load is interrupted, aren't they liable to and if the well is v
assigned an allowablei aren't they liablzs tc accumulate a substantial amount of
’underage? B - |

MR. DUGAN: Well, I don't believe that our demand will fluxuate that much.
In other words, I don't believe we will be shut-off for any length of time éfter
we initially start production. But it might be long enough to make usstart again,
to commence again on the deliverability test. I don't believe thaf we will
accumuiate any substantial amount of underages.

iR, UTZ: +would you be receptive to a provision in the order which would
allow you to produce the wells in the amount that you, that is necessary in
order to provide you with drilling gas, line purging gas, and until you have a
substantial demand in Portland or Seattle, on the basis‘of a supplementary
allowable. 1In other words a supplementary alléwable would simply give you the

amount of allowable which you actually preoduced from those wells up until such a

time that you have a sufficient demand. The point being that we don't feel that
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we should allow these wells, while you are on an interrupted demanda kasis, to
accunwiate a substantial amount of underage. You would pe provided with tne
amount of gas that you needed to produce, then put them on the proration schedule
when your demand was not interrupted.

#R. DUGAN: In other words, even if we stay possibly overproduced’fo the
rate of 500,000,000 we would not be held accountable for that overproduction?

MR. UTZ: Over and above an eétimated allowable, you mean?

MR, DUGAN: Yes._

MR. UTZ: 1Well, of course in this sprt of a proposition that I am
mentioning here, that is a definite danger.

i#R. DUGAN: Yes. I mean it can work both ways, of course.

MR. UTZ: That is correct. Further, would you object»to a provision
in the order which would set a limit, a2 monthly limit, on the amoqntAof gas
that you cohld pioduce from any one well to avoid overproducing?

MR. DUGAN: Well, ofvcourse it is not our intention to accumulate a lérge
amount of underages and really what we are asking for is to keep from - well, at
the present time.since'we are overproduced and ;f we were not allowed this
we would be overproduced to a veryklafge extent on the twelve>wells. We are
not asking for this to accumulate a large amount of underage, but to obliviate
our testing problem when our demand starts in Oétober and a large amount of
wells are connected to the line and we are short of personnel to help us get
satisfactory tests on the wells.

MR UTZ: Vell, if you are going to connect wells from now on out, the
nuncers up to 1CO wells, wouldn't it be possible to shut--in these wells that are
badly overproduced now and take gas from those other wells in a reasonable
amount?

MR. DUGAN: Yes.

¥R. UTZ: So that at the time that you have an uninterrupted demand, you
could have your wells in pretty fair shape as far as potential allowable is

concerned.
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site ThUBY: Could you give iir. Dugan a specific question there, 1 don't
quito understand your question and I am not sure he did.

wite UTd:  vvecifically, what 1 an proposing to iir. Dugan is this: You
have an interrupted demand, and due to that interrupted demand you’don't know
just what your actual demand is going to be from one week to the next and
due to this .nterrupted demand you cannot make decent tests cn the wells,
acceptable tests, so I am proposing to you that we allow you to produce'those wells
without any a;lowables up until you have an uninterrupted demand of a substantial
quanity so that you will be able tc test those wells in the fégular manner and
also go ahead and produce them enough to make your allowables or keep pretty
wall in balance. But we would still like to have some sort of a ceiling on
the possibility of your overproducing any of those wells.

MR. TRUBY: First, Mr. Dugan, don't you think that the production data
that we could submit to the Commission as considered by - aéked by #r. Agnold
cover this overproduction situation. ‘

#R. DUGAN: I sure think it would covér fhe overproduction.

MR. TRUBY: And secondly, since we have wells drilled in a prorated field
and we do have a demand, even though possibly it is disproportionate>to the
field production of the other pipelines that at present we do not anticipate
accumulating a big allowable. Is that correct?

MR. DUGAN: Ve don't anticipate accumulating a lot of underages or over-
producing any specific well.

iMR. TRUBY: Or do we anticipate connecting wells to the line until we can
test the individual well?

MR. DUGAN: HNo sir, I stated that a while ago, that we didn't.

MR. TRUBY: But if we are able to test wells and hook them up into a
line in a profated pooi we do feel that we should accumulate what allcwable
on the wells that have leditimate tests on, isn't that correct, under the

present proration set up?
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R, DUGAN: Well, there is no reason why we shouldn't. Other companies
do the same thing.

MR. UTZ: Even thouéh you don't have a demand for the gas, you feel that
vou should accumulate allowable on those wells¥

WR. TRUBY: c£ven though our demand is swmall, isn't that correct? iie do need
to produce our wells.

MR. ARNOLD: As 1 understood your testimony to begin with, insofar as
those wells you are going to connect in October, I understood that your main
problem there, you thought was that your demand was going to be so hign that
you wouldn't be able to take that seven-day shut-in pressure -

MR. DUGAN: That is one problem.

MR. ARNCLD: And if you anticipate that being your problem it must be
‘'you certainly don't anticipate accumulating an underage. |

MR. DUGAN: No sir, we sure don't. But also on the same basis, where
we are starting up a new line we might have some shbrt interruptions which
would ruin any deliverability tests in progress where we would have to start
them over and that is why we are asking for the 45 day to be Qéivered.

MR. ARNOLD: That‘is right. There would be no reason why it wouldn't be
perfectly legal to accumulate underage during those short periods when the wells
has -to be shut-in.

MR. DUGAN: That is true.

MR. UTZ: You are asking them for these twelve wells to receive an
allowable as of the date of connection?

MR. DUGAN: Yes sir.

iR. UTZ: To be tested any time between now and January lst?

MR. DUGAN: Yes sir, at our earliest possible moment.

MR, UTZ: And - subsequent wells you will not produce or send in connection
notices -

MR, DUGAN: Until we are in a position tco test that well, that specific well.
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in other words, we will have to complete satisfactory tests on the thirteen
wells or the - yes we have thirteen wells on which we have to get deliverability
tests on, twelve in the .esaverae.

Ak, UTZ:  That being the case theny I do not see why you need an extension
of time beyond the 6U days.

MR DUGAN:  wiell, like 1 expalined, we afe worried that we might have some
intZrruptions due to cossible line breaks or possible shut down of some of our
customers, when starting a new system, which would interrupt a deliverability
test, and make it necessary for us to start again on the test and exceed the
45 day limit plus the fifteen day extension. It is just to smooth out our
testing program on the 45 day waiver that we are asking. In other words we
would possibly have a , say 40 wells on test, and on the final chart and we
would have a shut down'fér iwo days; Well, we would have a lot of producticn
there that wouid not be covered if we did not have the -

MR.xUTZ: Due to the problems of -

MR. DUGAN: Yes, a new line.

MR. UTZ: 1 believe that is all I have.

MR. MANKIN: Mr. Dugan, you indicated thét you had been producing these
twelve wells since #April.

MR. DUGAN: Five of the twelve, yes. i mean it varies on the twelve but
we have connected all of the twelve since April.

HR. MANKING Howé?gr, between now and the first of Uctober you possibly intend
to put on some, ér roughly say 88 more wells.

iiR. DUGANs No sir.

HR. WANKIN: Have them ready to put on%

WR. DUGAaN: They will be ready, yes sir. W#e do not plan to submit connection
ﬁotices until we are in a position to take the deliverability test on that particular
well.

mR. MaNKIN:  iather than these five wells or twelve wells accumulating a
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great amount of overages, it would appear to me that it would be more probkable
to put some of these other wells on, of these other 88 wells, and make more
equitanle withdrawals rather than having overages right along on these few wells.
1 do not quite feature your rezson for havinyg only these few wells on and collect-
ing great amounts of overayges and not attempting to put on these other wells.

MRte DUGAN:  Jell, we haven't any great amount of overages.

JiR. MANKIN: well, it is going to be worse as you go along bécause you
are filling the line.

iMR. DUGAN: Yes, we are séill filling the line but we are not - right now -
since every one of these wells has been connected to the line we have been
attempting to get deliverability tastg on them, and for one reason or anothexr we
have only got satisfactory tests on four. GSo we will not produce these wells other
than attempting to get deliverability tests on them. When we get a satisfactory
deliverability test on any particular well we will shut-in and start on another
well. In other words, right now othér than trying to fill our line we are
also attempting to secure satisfactdry deliverability tests.

MR. MANKIN: Well, 1 reaiizz that. That‘of course help those‘particular five
wells or twelve wells and they will be shut-in after satisfactory tests. But

| you still have a great demand, do ybu not, for drilling gas and for purgiﬁg gas

and for filling the line between now and the first of Cctober. Wherg is that

coming from?

t#R. DUGAN: Not aﬁy great demand. I believe we nominated a 120 million for
the month of Sebtember.

MR. MANKIN: So it is still going to be taken from these twelve wells during
the period between now and the first of October, is that correct? Other than the
gas that will be put into the line from them from other wells having deliverability

tests taken, other than the twelve wells. But there will be other wells other

than the twelve wells tested between now and the first of October.
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“lR. DUGAN: e hope so. This estimated overproduction, of course, is from
twelve wells, not eacnh individual well.

MR. MANKIN: I realize that. From all twelve wells, and as of now and the
first of October?

MR. DUGAN: aAs of now. That is the last of July.

MR. MANKIN: So it is going to be worse than that before the first of October
then?

MR. DUGAN: 1 don't believe so.

MR« MANKIN: Well, I guess;l am é little hazy, but are you going to be
testing other wells, other than the twelve wells for deliverability tests between
now and the first of October?

#R. TRUBY: I believe the answer to mr. iMankin's question is: after
completing satisfactory tests on these twelve wells, if we have the demand for
one reason or another, we would send in_connection notices on additional wells.
'At"present do you bélieve that we will be able to get the -

“R. DUGAN: The present rate of production, I doubt it.

KR. TRUBY: Doubt if we will get even these twelve wells tested?

MR. DUGAN:  That is right. At the present time we are proddcing cne well. T

MR. MANKIN: So YOU don't anticipate then that any of these other wells will
be tested and that production going into the line prior to October 1lst., other
than these twelve wells?

MR. TRUBY: That is correct. But iéh't it also riéht that we don't know our

demand positively. We have given you our best estimate for the say, the following

iwo months, and isn‘t it right that we don't care to be pinned down %o a specific

\
|
4
; _ |
producition or number of wells for the purpose that, I believe, Mr. Utz and your- ‘
self have asked these questions.

MR. DUGAN: Yes.

MR. MANKIN: Well, to get back to Mr. Utz's question where he indicated

that it might not be-desirable to put these wells on a proration schedule until

such a time as you actually had them properly connected into a steady demand, such
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as the first of October. iiould there be anything wrong with following that
procedure rather thah going back into April, if these were given an allowable by
supplemernts racher than by schedule until such time as there was a steady demand?

MR TRUBY: I think iMr. Dugan, if 1 may interject here, because of some of
the background that I may be familiar with that r. Dugan isn't, tiiere we would
prefer that the wells be considered under the present allowable program in that
we feel that we are trying to hook up the wells as requested by the Commission.
It would appear to me, from your line of questioning, that you are getting back
to the proposition that a pipeline should be prorated to its actual demand
and at present we are not ready to propose that. So for that reason we would
prefer to along with the present proration set up.

MR. MANKIN: Then, I take it from your comments, ihat all you would ke asking
fof, for allowable purposes back in to April would be these twelve wells.

' VMR. DUGAN: Or back to the time of the connection notices, which would only

be-five wells in April.

MR. MANKI&: But a maximum of twelve wells sometime during this april -

MR. DUGAN: Yes, that is correct.

MR. MANKIN: In other words, this business of 125 wells has to do with
testing only and has nothing to do with allowablés.

MR. DUGAN: Yes.

MR. MANKIN: Until sﬁch time as they are on.

iMR. DUGAN: Ve are not asking for a back allowable only on the wells which

we héve‘submitted connection notices to and we would like to have it to the date
that each individual well's connection notice was submitted. |

MR. MANKIN: Is there other questions?

MR. UTZ: I have one more. It seems to me than, that your sfatement, Mr. Truby,
to the effect that you are not willing to propose that a pipeline be prorated
to it's actual demand simply means that you are pronosing to xcumulate some underage.

- MR. TRUBY: If it works out that way, that is correct. That has been the

way it works in the Basin, the way I understand it, for the last - since
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proration has been initiateu and we are not ready al the present time to sugyest
that the proration system be changed.

Wie UlZs vell, you do rcalizé that your allowables are entirely devendent
on your actual denand from Lhe area.

SKR. TRUBY: The way 1 understand it, is that each pipeline submits a nomination
to the pool and that the pool nomination is distributed among the wells that
are connected at the time that th2 nomination is distributéd, or the allocation
is distributed.

MR. UTZ: The pcol is then balanced, when the production infermation is
avaiiable, the pdol is then balanced to the actual production.

MR. TRUBY: That is my understanding.

MR. UTZ: hich 'is the demand.

MR. TRUBY: That is my understanding.

MR. UTZ: That is all I have.

MR. MANKIN: a&ny other questions? uir. Woodward.

MR. WOODNARD: Mr. Vioodward, appearing for £l Paso Natural Gas Company. ir.
Dugan, the call of this‘hearing states thét Pacific Northwest is first applying
for an extension of the time limit set for making déliverability tests for
approximately 125 gas wellé in the Blanco Mesaverde Gas pOOl.“ Does that
statement conform with what you are applyiné for here?

MR. DUGAN: The only - we have corrected that to approximately 100 wells.

MR. WOODWARD: You are asking that the time limit for taking deliveraility
tests on approximately 100 wells be eitendéd, is fhat right? As an exception
to Order R-333-C and D?

MR. DUGAN: That is correct for the remainder of 1956.

MR. WOODWARD: Now, Order R-333-C & D would fequire you to take deliverébility
tests wi%hin what time?

fMR. DUGAN: 45 days, plus a fifteen &ay éxtension that we applied for.

iR. WIODWARD: 45 days after what date?
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WAit. DUGaNs  aAfter the date of Connection.

| 7 MRe wOODWaRD:  ©Of the well to the transportation facility, is that correct?

MR« DUGAR:  Yes.

MR. WOODWARD: and you are asking tnal that time limit be waived for the
balance of 19567

sR. DUGAN:s  Yes sir.

#R. WOUDWARD: And when do you propese to take those deliverability tests?

MR. DUGAN: e propose to take deliverability tests as rapidly as we c¢an
as our demand, and as our personnel and other factors allow us.

WR. WOODNARD: By what date do you expect to take those tests?

MR. DUGAN: To complete them?

- MR. WOODWARD: Yes.

MR. DUGAN: We expect to have deliverability tests completed on all
wells connected by the end of 1956. \

MR. WOODWARD: 1In other words,>you are askirig for a time extengion to
December 31, 19567 |

MR. DUGAN: Through December 31, 1956.

MR. WOODWARD: Now, you are also asking for the assignment of alliowables to
these 100 wells -

MR. DUGAN: No sir, oh excuse me, go ahead.

MR . WOODWARD: In exception to Order R-128-D, i= that correct?

MR. DUGAN: 1 started to anticipate your question there, would you repeat it?

MR. WOODWARD: You are alsc requesting an assignment of allowakles to
these wells in exception to Order R-128-D, is that correct?
MR. DUGAN: Yes.
MR. WOODWARD: Now, what specific exception to Order R=128-D are you asking for?
MR. DUGAN: 45 days prior to the test - assignment of allowables 45 days

prior to date upon which well's initial deliverability test is reported to the

- Commission as stated in Rule 9, paragraph 'c';lorder R-128-U.
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#R. WOCDWARD:  Now, under Ofder R-128-D, when would allowables be assigned?

WR. DUGAN: 45 aays prior to the date upon which well's initial/deliverability
i1s reported to the Commission.

MR. GO0DvaRD:s Aﬁd you are asking that that provision be waived and that
the allowable be assigned when’

MR. DUGAN: To the date of connection.

[lR. WOODWARD: g£ven though no deliverability is taken for sometime and
L norotice is given to the Commission for sometime past the 45-day period, is
| that correct?

MR. DUGAN: That is correct.

fiR. WCODWARD: HNow, at the present time you have tweive wells connected to
your system.

MR. DUGAN:  Twelve ilesaverde wells.

MR+ WOCDWARD: Twelve Mesaverde wells,’and'at least one of these Mesaverde
wells has been connected since April?

MR. DUGAN: Yes.

MR. WOODWARD: You stated that on the basis of your estimate or calculation
as to what the allowable would have been had these wells been carried on the
proration schedule, they are now‘48 miilion cubic feet overproduced?

iR. DUGAN: Tne total o 9,117 MCF overproduced'fﬁr the total. Wwell, this
the total twelve wells. |

MR. WOODWARD: was that calculation made on the basis of what nominations

should have been entered for those wells plus other nominations in.the field?
MR. DUGAN: W#ell, we have made nominations.
MR. WOODWARD: Since April you have made nominations -
KR. DUGAN: Since May -- May lst.
MR. WOODWARD: And those nominations have been averaged in witn the other

- nominations in the field.

#R. DUGAN: That is the usual procedure.
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MR WOODWARD:  And allowable assigned back to ali wells in the field except
these twelve?

MR+ DUGAN: 1 believe that is correct.

MR. WOUDWARD: well, these wells have not been assigned an allowable to
date, nhave they?

MR. DUGAN: Well, unless it would be for the three wells which we have
completed tests on last month.

MR. WOODWARD: Do you know that those three wells have been assigned

" an allowable?

MR. DUGAN: No, I do not.

MR. WOODWARD: Now, what you are>proposing then is that all of fhese 100
wells be assigned an allowable as ¢f the datg they are connected to the
tfansportation system, even if that involves a retroactive assignment of allowable.

MR. DUGAN: That is correct. As of the date the connection notice is
applied for is submitted to the Commission.

MR. WOODWARD: Noﬁ as td the Wellé that are not presently connected what
conditions will have .to be satisfied before those connectiion notices are sent o
the Commission.

MR. DUGAN: Well, of course, the well will have to be connected tg the
pipeline and we do not plan to submit connection notices until we are in a
position to take a deliverability test on the well.

MR. WOUDWARD: And how soon after your connection notice will you take
that deliverability test?

MR. DUGAN: e will start a deliverability test immediately.

MR. WOODWARD: But it is going to take you to the end of the year, you féel,
to properly test these wells?

MR. DUGAN: Possibly.

MR. WOCDWARD: Now, you are going to start continuoﬁs operation of your

line October lst?
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‘Re DUCaN: That is correct.
FARe WlODGARD:  and at that time you will start taking [from all lee wellst
#R. DUCAN: Approximately.
MRe WOODWARD:  and it will sometime after that vefore deliverability

tests are taken? 3Sometime between Cctober 1lst and the end of the year?

#R. DUG/ - True.

MR. WOODWARD: what use are you making of the gas from the twelve wells
that sre presently connected?

“R, DUGAM: It is being used to purge and test our main line for drilling
gas.

¥R. WOODWARD: Do you anticipate connecting any of the other 88 wells,
approximately, to your system between now and October the first?

MR. DUGAN: Cnly if we have completed the deliverability test on the twelve -
on the thirteenkwells and are in a position to take additional tests.

MR. WOODWARD: You are in a position to take them. You don't necessarily
prépose that all of those tests be takén pzfore the first of October?

MR. DUGAN: No, I don't believe we can take them.

WR. WOODWARD: Alright, now let me ask you what the result of this would
ve. If between now and the first of Cctober you announce that you are - that
you file connection reports with the Commission on these wells, and at the ~
date they are assigned an allowable, and no gas in substantial quantities

is taken from those wells before October lst. when you begin your deliveries

to the Northwest, will not those wells accumulate an albwable for which there
is no demand at the present time?

MR. DUGAN: It is not our intention to do ‘that.

MR. WOODWARD: Well, regardless of what your intention is; would that not
be the result from that state of facty

NMR. DUGAN: Yes.
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MR. WCOD...RD: ould you have any objection to a provision ~ an order
by this Commission granting the exception relief you are seeking to the effect
tha* no allowable shall be assigned to those wells until October lst., to tiis
other 88 wells that you ask?

R« DUGAN: Yes, we would object because it would change our future demand.

kiR. wOOLWARL:  siould you explain how it would éhange your future demand
estimater

#R. LUGAN: I correct my statement. If cur future demand eStimate changes
we do not want to be pinned down to the specific well - specific number of
wells. |

Mﬁ. WOODWARD: 1 wish.you would clarify that statement.

#R. DUGAN: ﬂéll, in otheir words, suppose that our demand wculd be - that
they would actually produce the wells Sepfember lSth, start the large take, instead
of October first.

MR. WOODWARD: Well, would it be agreeable to you to put a provision in
the order authorizing the production of those wells - the exception of relief
you are asking - as of the date that you file a nétice to the Commission that
your line is ready to commencé operation for deliveries to the Northweét.

#R. DUGAN: Cur line is ready to commence operations now %c portions of the
Northwest.

MR. WOODWARD: It is ndt actually in operafion at the present time making
such deliveries?

#R. DUGAN: No sales at the present time.

MR. wOOD#WARD: The date that it first commences oneration can be ascertained,
can it not?

MR. DUGAN: Yes.

IR, vOODWARD: Wioul you have any objection to commencing the assignment

of allowable as of that date?

k. TRUBY: May 1 be sworn in so that I may answer the question as I think
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I know more of the demand potentialities.

L. G TRUbY, Jr.

called as a witness, having first been duly sworn, testified as follows:

MR« TRUBY: iy name is L. G. Truby, Jr., employed as manager of production
operations for Pacific Northwest Fipeline, Salt Lake City, Utah.

t#R. WOODWARD: Now, ur. Truby, the question that I am asking is what
objection would you have to making the assignment of allowables for these 88
wells, which are not presently connected, tc the system, effective the date that
deliveries are first commenced to the Nerthwest through your pipeline?

MR. YRUBY: Well, we think that under the present proration set up in
New Mexico>thét we should not be pinned down to any particular date or any
change in allowable because, for example, - if we did take a 45-day deliverability
test on a well at any time, the way 1 understand the current Commission Rules,
we would be given an allowable;for the ‘well. We have drilled a number of wells
in the Basin and at present we dbn't intend to test“the wells and officially
connect them in the line until we produce them. OQur exact demand from the pipeline
as to be pinned down to a specifié date, I do not believe can be‘détermined. We
ﬁill start delivering gas fréh certain fields connected to the pipeline as
of August 10th, is our present estimate. wWe feel that our construction facility
and that our demand will allow us fo initiate prdduction>from fhe Basin on October
1st, which is ﬁow our best estimate. But a. present we are trying to avéid
being pinned down to any specific date and the gas that we are requesting to
be allocated to the wells is for those wells that h:ive been tested or will be
tested in the future és our demand and facilities allow us.

MR. WOODWARD: Now éranted that the Commission gives you the relief you are
§eeking‘with respect to test procedures, to enable you to go ahead whenever you
are ready and start deliveries of gas, how does it pin you down in any way to

simply make the assignment of allowable contingent upon the actual operation of

your pipeline so that you can take what ever allowable is assigned as of that date?
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s#it. TRUBY: DBecause our - actually our pipeline is in operation now from
that standpoint. e have nominated gas, we have produced gas under the rules of
the Commission.

iR+ wOODWARD: You have produced a large or a small amount of gas into
your pipeline? :

MR. TRUBY: A small amount of gas.

MR. WOODWARD: A small amount compared with your anticipated continuous
requirements to the Northwest?

MR. TRUBY: That is correct.

HMR. WOODWARD: ’Now, you have taken that gas for what purposes?

MR. TRUBY: Purging and testing the line and for drilling gas.

MR. WOODWARD: Now, that is a sporadic and temporary use or operation of
the line, is it not? |

MR. TRUBY: That is correct.

MR. WOODWARD: Then when we talk about the operation of this line for the
purpose for which it was intended, Qe are talking primarily about the delivery
of gas to the Northwest, are we not?

“R. TRUBY: That is correct.

MR. ViOODWARD: And»uﬁtil that time you will not take any substantial portion

of the allowable which could be assigned to these 100 wells?

MR. TRUBY: Yes, that is correct.

MR. WOODWARD: And whatever you do not take accumulates as an underage
if thew on the proratiih schedule, is that not correct?

MR. TRUBY: That is a possibility. We would like to point out that up to
date it is our estimate that we have overproduced our wells and not under-
préduced them through and conversely if we do not tie our wetls into the line we

may accumulate a large overproduction that would be charged against us during ,
future operations.
|
|

MR. WCODWWARD: Jould you explain how you would acquire this overproduction
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after you get on the schedule?

»2. TRUBY: If, for example, a well has a 2,500,000 deliverability and is
prorated back to approximately 1,500 cubic feet a day, assuming that our nom--
ination has been increased in the basin, 1 believe that would be the approx-
imate prdration; we may produce a well, for example --- as an extreme example,

27 days during the month at maximum capacity. The well would then be produced

27 times 2%, procduced approximately 675 million cubic feet during the month.

Yet if we wefe interrupted in our deliverability.test'to the extent that this
entire 30 days couldr't be included in that 45-cday period, as noted in, I beliye;
Rule 128-D, this entire 675 million would be charged against us -—— against our
future allowable from the well.

MR. WOCDWARD: Not if the Commission grants your application to waivé those
requirements, would it?

MR. TRUBY: That*s right. That is the reason we are asking for the extension.

MR. WOODWARD: We are assuming here that the Commission will waive these
' test requiremgnts in Orders R-128-D and R-333-C & D. Now aséuming that they
have waived those requirements and the well is put on the schedule at the time
it starts substantial continuous production, the only overproduction it will
acc:ue‘would be simply from overproducing its allowable, is that right?

MR. TRUBY: That's right, if we were given the 45 day extension and then
we would be on the same basis with every other operator in the field, the way I
understand your question there.

MR. WOODW:RD: That's correct. We are assuming that. Now by connection and
production from some twelve wells you have accumulated 48,000,060 cubic feet of
overproduction. In the event that you file connection notices on say 50 or 60
of these 88 remaining wells between now and October lst, and they started ac-

quiring an allowable, that overage would be eaten up pretty quick, wouldn't it?
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MR. TRUBY: No, since we intend to connect the wells as we are able to have
the demand. W®e have indicated that we will try and test our wells that we have
on now. And that in order to test the wells we have to have the demand in order
to put the gas some place.

MR. WOODWARD: If you need your present production to test the wells, the
twelve or thirteen wells you now have, is there any necéssity at all for putting
these other wells on the schedule until you are readv to commence deliveries of
gas to the Northwest?

MR. TRUBY: That is our intention, to have the wells puf on the schedule when
we commence deliveries to the Northwest.

MR. WOODWARD: Do you have any objection to taking credit to your good in-
tentions by recommending to the Commission such a protedure?

MR. TRﬁBY: No, I don't think we should éhange the basic --~ I think by doing
that we are changing the basic concept of proration in New Mexico and we are not
in a position to advocate that at the present time.

‘MR. WOODWARD: You are aware, of course, that what you are asking for is an
exceptibn to the 5asic'proration plan in New Mexico, are you not?

MR. TRUBY: No, I don't believe we are asking an exception to a basic concept
of proration. We are saying that wé are geing to try and test our wells as beét
we cah.

MR. WOODWARD: You are asking for exception to pfeseht test procedures,
is that correct?

MR. TRUBY: That's correct.

MR. WOODWARD: And you are asking for the assignment of allowable or an
order which would permit you to assign an allowable to a well before it was
ready to produce in any substantial quantities. Do you consider that a basic

plan of proration?

MR. TRUBY: No, not as regard to a basic proration principal, no.
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FR. WOODWARD: Not basic whether these wells be assigned an allowable
whother they are ready to produce or not?

MR. TRUBY: The well-~actually, ncarly all of our wells, nearly all, 1
say, now are ready to produce. We have, in essence, by vroration principals,
been draincd for the last year or since a well was completed in the field
through cur fault in thal we had no facilities to produce and transport the gas.

MR. WOODWNARD: Well, that fact woudn't justify shutting-in everybody else
or giving you an allowabie you couldn't use.

MR. TRUBY: No, sir.

MR. WOODWARD: Now, how with your operation being so close would it justify
this retroactive assignment, or possible retrocactive assignment of allowables?

MR. TRUBY: qu the 88, or the twelve wells, or all of them?

MR. WNOODWARD: .. I am talking now about any well that is not capable of
delivering any substantial portion of such allowable assignedto it.

?_ MR. TRUBY: To date, as we have indicated, every weli has, in our estimation,
préduéed its‘——- substantially its allowable that we have hooked into the line.
Evervaeli that we have hooked into the line has been in godd faith and the
estimation that we will produce it. - It was our understanding that gas taken from
the field, the proratéd field, was prorated gas if it went into the transportation
facility, accordinyg to the rules, We have drilling gas systems which we have
nbftnominated or sent 66nnection notices in on the field which we understand is
the current practice by all 6perators in the Basin.

MR. WOCDWARD: Now; recognizing that you have produced some 48 millioh
cubic feet from those well connections you now have, there is certainly no
possibility that there hasn"t been a substantial need from those wells. But
speaking now, of course, about the wells that have not been hooked into the
system but might be hooked in between now and October lst. As I understénd your
testimohy you do not expect your demand prior to October Ist or whatever com-

mencement date is settled upon, to take the allowables of all of those wells.
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MR. TRUBY: That is our present estimate, October lst, which would mean
if we don't get these wells tested, that we have submitted ceonnection notices
on, we will in all probability submit very close to 88 connection notices on
the remaining wells on Cctober lst, if our construction facilities and market
facilities are such that we would need the gas in October, and we would be
able to test the wells.

MR. WOODWARD: 1If you commence the operation of that line on Qctober 1lst,
you are going to expect to send in connection notices on most of the remaining
wells in order to make delivery of the gas you are required to deliver.

MR. TRUBY: Yes, sir.

MR. WOCDWARD: Now, turning to these twelve wells you now have connected.
Do you espect between now and Octobe; 1st to continue taking from those wells
substantial quanities of gas, more or less continuously? Or do you intend to
shut some of them off and test others?

MR. TRUBY: 1 imagine that some of them will have to be shut dff in order
to test others.

MR. WOODWARD: So, between now and the first of chober, you will be using
your limited demand for the purpose, primarily, of testing these twelve wells
or fhe untested portion thereof?

MR. TRUBY: Yes, sir.

* MR. WOODWARD: 1s it your position that gas used for that purpose should
be prorated? » »

MR. TRUBY: Under the present rules, yes, sir.

MR. WCODNARD: Well how, considering that we are in an exception situation,
that you are secking an exception, do you think that an exception Should also

be made for that circumstance? Regardless of what the present rules now provide.
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MR. TRUBY: I think that if a well is drilled in a prorzted field and is
tied into a transportation facility and the nzcessary and required deliverability
test is made and accomplished on the well, that it should be given an allowable
and should not be penalized for gas that it has produced in the past. If the
situation arises where it would be overproduced or underproduced, which happens
in a number of wells in the field, then that individual well should take both
its overage and uriderage according to the present proration set up.

MR. WOODNARD: Now, let me give you a hypothetical situation to which you
can give a hypothetical answer. Suppose a well, for which there is no current
market, is hooked up to a transportation facility. A relatively small amount
of gas is taken from that weli>and in so doing deliverability tests are made.
The gas goes a short distance through the transportation facility, a tap is made
on it for drilling purposes and tihe well produces fbr 2 limited time a small
amount of gas which is alternately used in drilling andther well, is then shut
in for six weeks, three months, 4 months. 1Is it your position thd, by reason
of the fact that the well was once produced, a delivérability test was made on
the well, deli?ered into é gasltransportation faéility, that that well should be
assigned an allowable and carried on the proration schedule thereafter?

MR. TRUBY: I would think that if a case like that arose, that would be a
proper matter to bring before the Commission and have a décision made at the time.

MR. WOODWARD: wWell, that is what we are doing here.

MR. TRUBY: No, the case has not yet arisen, I don't believe. To our
knowledge it hasn't.

MR. #OODXYARD: But you do have some twelve wells that you have hooked up,
and some of them at least have been hooked up since April. You now want an
assignment of allowables retroactive to the date of cohnection on those twelve
wells. You do not‘plén to produce all of them coatinuously, but intend to use
your current demand to test some of them, and at least some of those wells could

be shut in as much as six weeks hereafter.




29

MR. TRUBY: That is possibly correct. 1If they do accumulate this large
overage in this time, then I think maybe the situation shauld be reviewed, but
along with that review, goes back to your basic conception of proration again,
sﬁould every well in the field that has an overage or underage be reviewed as
opposed to merely the wells that we have connected and te:s.>d, would be my
hypothetical answer.

MR. WOODWARD: You would agree, I think, in principal, would you not,

Mr. truby, it would be better for the Commission to provide safeguards inits
-.original action to prevent a situation requiring review down the road, if it
éould make such safeguards without hambering in any way the essential purpose
of getting the gas.required for consumer use, produced, and delivered without
delay or interference.

MR. TRUBY: I think, under our present situation, we would end up into
an unduly complicated matter of proration in which we are looking at a pfoblem
that is basic to all of us whereby in a pool where more than one pipeline is
producing from a single gas field,_how does the proration establish equity
between pipelines at 5uch>time as the market demand of the pipeline is dis-
porportionate one to the other relative to the deliverabilities of the wells
connected to each pipeline. Which is a point, in my understanding, that you
have brought up now, and I don't think the Commission should attempt to solve
in this type of situation regarding the order that we are requesting at the
" present time.

MR. WOODNARD: Well, if 1 brought up that matter, I withdraw it. I think
it is 2 hypothetical answer to a hypothetical question that hasn't been asked
~vet, and I quite agree with you. I think that is far beyond the scope of our
inquiry here.

MR. TRUBY: But, I think basically that is what you are looking at when
you say that should the Commission attempt to try and allocate what production
goes to wells that do have a deliverability test on at a particular time, and

try to foresee that it may happen.
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MR. WOCD&ARD: I might make this statement in clarification, there is
no guestion where there are two purchasers in the same field that what is
done with the nominations, with the market, with allowables, effects averyone
that is interested in the field as a purchaser and of course as a producer,
and we are véry much concerned here. 1 think it would be more appropriate
to state.our position on that matter inihé closing statement, which we will
do. We haven't made any statement as to our interest in the case but we
felt that it was obvious. We have no further questions on cross¥examination
at this time.

MR. MANKIN: . Mr. Truby, there-has been bantered around here this bus-
iness on these twelve wells, in regaxd to driilirg gas, purging gas aﬁd>gas
for filling tﬁé line. You are not attempting 1o tell this Commission, are
YOu; that drilling gas should not be charged against the allowable?

MR. TRUBY: 1 think that from the inquiries I have made and to the best
of my knowledge, and the present practice in the Basin, Bas been, where drilling
gas goes into an establisﬁed ga§ transportation facility, that gas has been
nominated for énd should be charged against an allowable. Where drilling gas
hias been put into a drilling gas system, used on the leases for taking gas
- from one well to drill another well, in that case we have not nominated drilling
gase. It is my understanding that the other operators in the field have not
either.

MR. MANKIN:. Under what authority have they not nominated what has been
used off of the lease?

MR. TRUBY: I could not answef that question.

MR. MANKIN: The rules do not pfovide for it, do they? Rule 10 says
that it will be charged against the well's allowable regardless of what -
disposition is made of the gas, provided however, the gas used in maintaining
the producing ability of the well shall not be charged against the well's
allowable. Now, of course, you would not construe that drilling gas off of

the lease, on another lease would be gas used to maintain the producing
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ability, .ould you, of that particular well.

MR. TRUBY: No, that is righl. But is was our understanding from
discussions with people, and I cannot give a specific time or place right
now, I think we are maybe getting a little bit aside from the hearing.

MR. MANKIN: I grant yocu, but it has been bantered considerably, I
wanted to know if -—————v |

MR. ARNOLD: I think I could answer that questioh. As far as the
Commission is concerned, it has been the policy of the Director of fhé Com-
mission in the past to take the position that a supplement would be issued
for that gas. In other words, it would be given an allowable equal to the
amount of production without actualiy being assigned an allowable.

MR. MANKIN: Has Pacific nominated fo; the drilling gas that they have
been utilizing in the past few months?

MR. TRUBY: Only for that gas that we felt would be going into our
transmission facility‘and used that we would also determine the deliverabiiity
of the well wiih,’and that went 7. v- ~ur mein line facilities. If it went
into a temporary system, we have not nomin#tedbfor or:attempted to -— or
assumed that that gas would be, say, put on the proration schedule andvthen
included in the nomination. ife have submitted the volumes of gas produced,
of course, by each well, whether or not they went into the drilling gas
system or whether they went into the main line and he wells were, 1 believe,
so noted. | »

MR. MANKIN: Sc the production was probérly noted on the Form C-1157

MR. TRUBY: Yes, sir.

MR. MANKIN: whether it went to drilling gas or where it went. Is it

not true also that Pacific has been selling some gas, other than what has been .

going-into their own system and for drilling?
MR. TRU3Y: No. we haven't made a sale to & customer to date, to

my knowledge.




~30-

MR. MANKIN: Is there further question of the witness? Apparently
we appéar to have two witnesses on the stand here. i guess it is 3ust as
well that we continue in that matter. Is there guestion of either witness
that we have on the stand?

i“R. UTZ: Yes, 1 have onc.

MR. MANKIN: Indicate who it is to, if you would please.

MR. UTZ: Mr. Truby, maybe you have stated that, and if you have I
wouls like for you to restate how many wells you énticipate having connected
to yéur system by October 1st? |

MR. TRUBY: 1Is your definition of connected, with a connection notice
or physically on the ground connected?

MR. UTZ: My definition would be a well which is connected to your
system and which ycu wish to produce.

MR. TRUBY: If we wish to produce the well we wiil submit a connection
notice and with our present estimate of demand from the New Mexico portion
of the San Juan Basin, there will be approximately the twelve wells now
connected, no additional wells. If our demand increases, which we do not
presedtiy know of or forsee, but do know that it is a possibility, then we
would submit connection nétices on additional wells as they could be tested
and could be produced.

MR. UIZ: You anticipate delivering 80 million during the month or
80 million a day during the month of October.

MR. TRUBY: 80 million per daye

MR. UTZ: And you anticipate producing that from twelve wells?

MR. TRUBY: No. I say, in October, we will be in a position where
we need to h®ve additional gas. Therefore, with this additional demand we

will be in a position that we are putting a large number of wells on the line

in a short period of time.
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MR. UTZ: Well, how many wells do you think that you will need o&r
have connected to produce that 80 million a day?

MR. TRUBY: We think that we will probably need every well that we
operate in the Basin and can put into our piﬁeline. We don't know the exact
production from each well, all we can do is estimate from an initial potential
test, at the presen:t time, with no means of checking the realiability of this
typé.of estimate.

MR. UTZ: Well, you must know how many welis you §lan to have connected
by the first of October.

MR. TRUBY: Physically we plan to have connected by the first -- we
had hoped to have connected by the first of October approximately 100 wells.
Cur connection notices on those wells, which would ke the official connection
of the well, I would say, would be submitted when the well could be:prdduced.
when our demand would allow us to produce the well.

MR. UTZ: Well, how much gas would you estimate that you would have to
produce per day from any kell in crder to meet your demcnd during Octoher.

MR. TRUBY: Our présenf estimate deld.be closer to full deliverability
than any prorated volume to meet our demand. We are in a pos tion that our
demand is 1iable to be greater than our proated volume. So until‘we determine
the exact potential of our wells or the exact deliverability of the wells, we
are afraid we are in the position of pulling our wells at the very maximum.

MR. UTZ: Then I téke it that that is your objection to having any
ceiling put on the production of any well.

MR. TRUBY: Well, that would be one reason, yes. I don't think that—-
we don't care to go either way on the well. We are not asking, right now,
that we be able to go over proration but we certainly feel that we should not
be penalized under proration. We don't know what our situvation is. At such
time as we are able to determine what our exact problem is there. I think the

problem should be disuoanssed then.
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MR. UTZ: If you had 100 wells connected to the pipeline as c¢f that

date and your demand was 80 million a day, each well would have to average
0,000 a day, is that a correct figure?
© MR. TRUBY: Yes, sir.

MR. UTZ: Do you believe that that is an average deliverability for those
wells. Do you have any opinion on that?

MR. TRUBY: I believe we can average that much, yes. That is an estimate
based>on ——- attempting to evaluate our deliverability from an initial botentials
which I have indicated is not a good way to estimate deliverability, but the
best we have at thé ﬁresent time.

MR. UTZ: Wéll,‘I agree with you in that stztement. 1 bélieve that is
all 1 have. .

MR. MANKIN: Mr. Tiuby, I believe you indicated you has been taking
initial potential tests on éll of your wells as they are completed. Is
that correct? ‘ |

MR. TRUBY: Yes, sit.

MR. MANKIN: In other words the 3-hour pitot tube test procedure ,
essentially. -

MR. TRUBY: Yes, sir, with the -—- up until about the, appfoximately
the first of December, I believe, we went along with the 3-hour pitot tube
open flow test and I believe it was at about that time we changed to a 3/4
inch back pressure test as suggested in a memorandum of the Commission..

MR. MANKIN: Getting back to the question that Mr. Utz had ‘inrdicated.
Apparently, if you have to take, say, 800,000 cubic feet a day from each
of your wells, isn't that possibly almost.dOlee what the prorated volumes
would be for those wells or at least it is considerably more than what the
prorated volume would be per w~ell, based upon its proportionate acreage and

deliverability factor.
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MR. TRUBY: If we are in a position -- I think the answer to your
question depends upon the distribution of the deliverability of t@e wells
which I have indicated that we can only estimate at the present time. If
it is a 2 million well and we pulled the well at full deliverability, we
would then be at approximately double the allocated volume. If it is a

400,000 well we, or 350,000 deliverability well, I believe the allocation
will be close to that with the ~—- our new demand in the Basin. So that
for that reason it is difficult to answer your quéstion. It depends on the
size of our wells.

MR. MANKIN: I realize that it varies with the size of the well.
'Assuming that‘your wells would have certain deliverabilitigs similar to what
your initial potential test would have shown, in other words not too far off,
would you not then be producing your wells at a greater prorated-- in other
words, a greater capacity then what they would ke if they were properly
prorated at that time at the beginning of October?

MR. TRUBY: That's right. In order to meet‘our éstimated market
demand it is believed that we may have to proddce our wells at the deliverability
of the well. |

MR. MANKIN: On the basis that you‘are going to have to get in balance
somefime, is that not going to put those in an overproduced status and also
is it not going to be drainage across the lease iinés in thathrespect? :

MR. TRUBY: I think that that is a problem that should be discussed
with the Commission at such time as it arises.

MR. MANKIN: 1Is is a probability though.

MR. TRUBY: It is occurring in some cases in the Basin at the present
time. If it occurs to a great extent it is a --- again that's going back
to a Basic problem in proration where you have more than one pipeline tied

into one proated field.
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MR. MANKIN: Well, of course, we are going to have to assume that
our proration formula, we will have to live with, for the present time,
whether it is right or wrong.

MR. TRUBY: ~well, that is why I have said at the present time that
we are not prepared to suggest any changes in the present method or pro-
rationing. We will try and live with it, until we see what problems we do
have. We are trying to cross, maybe a bridge, before we come to it.

MR. MANKIN: You,donft feel that an offset operator to you will be
drained during‘this interum period until you can actually get some realistic
deiiverabilitieé there. I am speaking of the period, the last three months
of 1956.

MR. TRUBY: Nof at ény‘rate any different then the présent proration
set-up allows. I don't know whether one would be drained or not.

MR. MANKIN: Mr. Arnold, of course, refers me to the hﬂéhéing at.the
next period, thats true. But I am talking about as it occurs there wili be
some inequities that wouid be set out even though you would have to balance
during the next proration period. Is that not true? There wdulﬁ be some
inequities set up? N |

. TRUBY: ‘If either the field were overproduced or uﬁ?*“pgéau¢éd'
under proration there would be ﬁequities for anybody's well a;cbrding to my
undérstanding 6f the theory of proration at the presentd;ime.

MR. MANKIN: That is all I have.

MR. UTZ: I have one more question. Mr. Truby, how many of these
wells will be in units?

MR. TRUBY: All but three a four wells will be in unitized areas that
I can £hink of at the present time. We have ~-—- of wells that we operate,
I can think of only four that are not in units, the remaining are all in

unitized areas. -

. MR. UTZ: How many units will be involved?
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MR. TRUBY: The 29-% Unit, the 29-6 Unit, 32-7 Unit, 32-8 Unit, the
itosa Unit, the Cox Canyon Unit, 30-5 Unit, the 31-6 Unit, 2%9-4 Unit and
possibly the 28-4 Unit. The later two units are very sparsely develcped
at the present time. 1 would i.ke to point out, in answer to your question
there, offset wells inside of a unit, relative to drainage, are paid rowalty
on the acreage’committed'to the unit and not from the preduction from the
individual well. Which would indiéate that except along unit lines the
drainage would be minimized. 1 should say'any possible‘drainage would be
minimized;

MR: UTZQ But if you didn't produse somewhat ratably between’these
units, therevhight be discrimination between units.

MR. TRUBY: That is correct

MR. UTZ: That is all.

’MR. MANKIN: Mr. Truby, I believe you mentioned about 100 wells and
there has been conwversation about twelve wells——tﬁirteen wells. Are all of
these Mesaverde wells, Blanco Mesaverde wells? I think there was mentioned, ‘ e
ilayoe, a‘fruitlénd weli that is not prorated,.is that true?

MR. TRUBY: That's right. I ﬁelieve the ?ruitlahd well we haQe con-
nected is in a non-prorated area in the .2-7 Unit.

MR. MANKIN: But the bigger part of the 100 wells will be Blanco
Mesaverde wells as differing from the application of 125 wells?

MR. TRUBY: That's right. The application was in error there. I
believe that it should have stated 100 wells instead of 125.

MR. MANKIN: 1Is there further question of the witness. Mr. Woodward.

MR. WOOﬁHARD: John Woodward, appearing for El Paso. Mr. Truby, we
would like to say that we fully appreciate your problems in getting this
operation kicked off. Before anything, we deny the flexibility required to
do that. But Rules and Regulations and Statutes aside, we would like to

understand exactly what your needs are between now and the end of the year.



~38-

As T understand it, you have got 12 wells connected, some of which since
April and they have produced a relatively small amount of gas for purqing
the line and drilling purposes, and with that small demand you nave been
able to test some three or four of ihem- Now, first you want to go ahcad
and test the remainder of those wells, is that right?

MR. TRUBY: That is correct: )

MR. JOODWARD: Thén you want the latitudé or the flexibkility to go
ahead and test such other of the untested wells that ?ou can before Cctoker
1st?

MR. TRUBY: We want to test any wells tﬁét our demand will allow us
to test.

MR. WOODWARD: 1In other words, within the limits of your demand you
would like to go ahead and test any additional wells that you can?

MR. TRUBY: Yes, sir.

MR. WOODWARD: Then on October lst, when you are ready to start up
and you really need the gas, you want to be able to go éhead_and deliver
that gas without first taking these tests or taking fhem'wifhih the time
limits presently required so you can -fulfill your mérket.

MR. TRUBY: If we are able to test wells over and above the_twelve
presently conhected, we feel that our CUrrentﬁkzﬁstimated'demand will have
to increasé. If it does not increase, we $b5&it a‘iarge”number of wells
.to be —— does not inérease until our presently anticipated large volume
in October. We will have to tie on, officially, & large‘number of wells
with an immediate lafgé demand, which is our present outlock. In which
case it may be difficult for us to obtain the uninterrupted production period
that is required by the test within that 45-day period. If we, for example,
were even able tc produce a well twenty days straight, then we are shut-in

for twelve or twenty-four hours, we are starting from scratch on our next

test again.
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MR. WOCDNARD: Now, to get back to the latitude you need to achieve
those objectives, you want first the latitude of going ahead and hooking up to
any wells beyond the twelve which your demand will permit you to test after

you have completed yvour tests on the twelve?

MR. TRUBY: Thats correct.

MR. VOODWARD: Then on the first of October or whenever you commence
deliveries to the Northwest, you want to go ahead and hook up the wells that
are needed to meet your demand without interference, in the form of deliver-
ability tests, until you can make such testé?

MR. TRUBY: I don't understand your gquestion.

MR. WOODWARD: Commencing October lst, you want to start delivéries
of sufficient gas to meet your demand to the Northwest, without interruptihg
your sUpp;y through the taking of deliverability tests with{n the limits now
assigned by theée orders to which you are seeking an exceptiion.

MR. TRUBY: That's correct. One of the provisions of ithe test is
that we would be shut down seven days from the --- at the end of the test.

MR. WOCDWARD: Alright now, let me ask you if this procedure gives
you the’fleiibility and the latitude that you require to do those twe things.
First, that your applicatién extending the time limit for making deliverability
‘tests for approximately a 125 or 100 wells, in the Blanco Mesaverde Gas Pobl,
be granted. Sécond, that until you commence deliQeries to the Northwest, you
bevgranfed a supplemental allowable for the purpdses of purging your line,
supplying drilling gas, conducting such deliverability tests as you can
conduct with that demand, provided some overall maximum take from any one
well, beyond that would be required for the taking of such tests, asnd ex-~

cluding that supplemental allowable, or emergency or temporary allowable, from

the mechanics of proration put intc effect when deliveries are commenced to

the Northwest. That supplemental allowable would be an addition to and an




cooeption o oomany allowable granted after U cown i Nt It would not be

aiscountea from the sllowable you will recsoive o0 0 o ites You o i take that
supplemental sllowable, based on your ectinmate of Loooproduce Btofro what
ever weiln you felt 1t was necessary Lo produre e wloowa te fromy bk o tover
tests you wanted *o make, 50 long as Lthe withsvawsi ¢ ne o well exceea a
certain reasonable iLimit which woula protec' _ae oti-ou owrcise  Now, under that

scheme 1s there any Jdeniai of any flexibility or latitude which you require to gét
q your system kicied off?
MR. TRUBY: 1 am not sure I uﬁderstand the entire scheme, but again I

will go back to the point that 1 don't think we should change basical.y what 1is
in operation at the present time through amending this 45-day or the seven day shut-
in périod. I would like to poirt out 6ne thing, that in order to take a deliverability
test you are required to overproduce the well, if the deliverability is greater than
the marginal deliverabiiity in the field. So that during the time that we ére

T atteﬁpting to test these wells it may be, -when we see what our actual deliverability
is, necessary for us to pihch back on some wells that are being'produced into the line
while we ére overproducing others. If i{ is necessary.for us to pinch baék, choke o
of switch wells then those particular wells we would not be able to obtain the test
on during this period of time. . So that thié very requirement'that necessilates our
overproducing a well during the Eest period, mékes it difficuli when we put a large
number of wells on the line at once, to get that required iest in that 45-day period.

The»Commissién is actually requiring us to overproduce to try and get the well test.

MR. WOODWARD: Well, do you construe the suggestion made here as limiting
you in any way from produding the allowable from a weli necessary to test it?

MR. TRUBY: I think it is changing the --- again, I don't know.

MR. WOCDWARD: Let me state that part of the proposal again. All
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the relief you are asking for after ysu commence deliverability be granted---
after you commence dvlivorabiiity to the Northwest, ‘e granted. Until that
time you can go ahead and produce whatever gas you need to purge your line,
supply drilling nceds or test these wells, from any wells that you select. The
only limitation therc is some reasonable limit on what one well can produce
beyond what it needs to take these tests. Now that would allow you to go

ahead and hook up‘any wells that'you want, do anything that you want with them

except that until the system went on stream, no'permanent assignment of allow-

able or reqular appearance on the proration schedule ke made. The allowable

that you would receive prior to going on stream for deliveries to the Northwest

.would be a supplemental allowable to take care of this temporary situation.

Now, is there anything‘in that proposal that denies you any of the flexibility
or latitude that you require to get kicked off? |

MR. TRUBY: I don't believe so, with the exception that, according
to the way I understand your proposal, no well would gccr;e either an underage
or overage until some specific date, is that correct?

| MR. WOODWARD: That is correct. You would simply be assigned a

supplemental allowable for dertain limited purposes, or fhe purposes that you
feel are necessary now, namely the purging of your line, testing your wells ;
and supplying drilling needs, which you would be privileged to take fromvyour ;
connections without specific well allocations, other than the reasonable
limitation upon the production from any one well which might exceed what is !
required for the test that you want to makes

MR. TRUBY: I think it is possible, but we would not advocate that
course of action, nox request it of the Comﬁission. I think that what we

‘

have requested isreasonable within the current proration rules and reguktions.




-4

‘R. WOODWARD: But that scheme doesn't hurt you?

MR. TRUBY: 4t the present time, I see no‘Qay‘that it would hurt us.

MR. WOODJARD: That's all.

MR. MANKIN: Is there further question of either witness? If there
is no further question of either witnesses, both witnesses may be excused.
Is there statements to be made in this case?

MR. TRUBY: I believe for Pacific Northwest the opening statement
of Mf. Dugan covers our request. Thank you very much.

MR. WOODNARD: El Paso has a statement it would like to make in
thi$ case: I would like to emphasize again the sincere desire on the part
of E1l Paso to see this operation kicked off with a minimum of difficulty,
delay or confusion and at all times sufficient flexibility exist that will
permit Pacific Northwest to commence their operations without quue délay or
administrative difficulties. On fhe'cthér hand, we feel that any action“
taken with respect fo one purchaser in a field, in which there are more than
one purchaser éffects +he others and any proposal which would retreoactively
permit the assignment of allowables to wells for whiéh there is not a com-
mencerate demzrd, and cperates to a very serious deiriment of the other
purchasers in tﬁe field. * To be quite sbecific, in the event that a sub-
stantial number of these wells are announced ready for connection prior to
Oétoﬁervlst, and the only nominations of any size that are made in that field
are from El Paso as the other purchaser. Those nominations will be spread
across the board among the various proration units which will reduce the
amount of gaé which we can>take from our connections. In order to supply our
demand, we must accrue an overage. In succeeding proration periods when both
purchasers are takingvsub;tamtial quantities and one has an underage to make
up, and does in fact make the underage up and produce current allowablés, we

are cut back in order to make up the overage which does not permit us to take

our then current requirements from the field. A very dangerous situation.
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Now, we have suggested an alternative proposal which from Pacific Northwest's

testimony, will not injure them, and we do think it will protect us. That

alternative proposal is this. That between now and the time
stream for delivery to the Northwest, whenever that time may
granted a supplemental allowable to cover whatever immediate
have.- That they can take this allowable and produce-it from
well connections as they see fit,‘for'whdteVer purpoééé they

their line,'or supplying drilling gas or lumping that demand

that they go on

be, that they be
requirements they
any or all of their
see fit, for purging

around a few wells

for the purpose of testing them, we think that should be permitted. Such allowable

would not be discounted from any subsequent allowable granted. Then on the date

that they commence deliveries and go on full stréam and make

continuous and sub-

stantial purchases from their connections that they be granted all of the relief

concerning test procedures that they have requested. In this wise we think they

will receive the maximum latitude that they require and we will receive the maximum

protébtion against any continuancy which would deprive us of

take our reguirements from this area in the future.

an opportunity to

MR. MANKIN: Is there any other statements to be made at this time?

If not, we will take the case under advisement and the hearing is adjourned.‘

ceut T
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STATEMENT OF EL PASO NATURAL GAS COMPANY IN CASE 1124 REGARDING APPLICATICN OF
PACIFIC NCRTHWEST PIPZLINE CORPORATION FOR EXCEPTION TCO THE REQUIREMENTS FOR
TAKING DELIVERABILITY TESTS FOR THEIR WELLS IN-THE BLANCO MESAVERDE POOL AND
THE ASSIGNMENT CF ALLOWABLES TO SUCH WELLS PRIOR TO THE TAKING CF DELIVERABILITY
TESTS.

We concur in the request of Pacific Northwest for relief from the provision of
Order R-333C and D which requires that deliverability tests be taken and filed
with the Commission within forty-five (4%) days after the connection of a well.

In order that Pacific may be able to place their system on stream with the minimum
amount of interruption and difficulty at such time as they are prepared to deliver
gas from the San Juan Basin, it is recommended that Pacific be permitted to test
their wells by either the initial or annual deliverability test procedure within

a reasonable length of time after their system is in operation but not limited to
the forty-five (45) day requirement specified in Order R-333C and D.

A preliminary allowable based on an estimated deliverability should be assigned

the well effective the date the Pacific system goes on stream to deliver gas from
the San Juan Basin or the date of connection, whichever is the latter. A final
allowable should be assigned the well after the deliverability test has been taken
and made retroactive to the date of the preliminary allowable. It is considered
that it would be inappropriate for the Commission in assigning either the temporary
or retroactive final allowable to make the effective date prior to the time the
system goes on stream and it is recommended that this not be done.

Should Pacific rzquire production from their wells prior to their placing their
system in operation for delivering gas from the San Juan Basin, it is recommended
that suthorization be granted for supplemental, emergericy or temporary allowables
for such wells as are needed to fulfill their requirements but that such wells
not be subjected to proration and assigned an aliowable. The resulting production
would not be charged against any subsequent.allowables assigned after the wells
are placed on the proration schedule.
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