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BIFORE THE
OTL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO
DECEMBER 17, 1950

IN THE MATTER OF: :
CASE 1559 In the matter of the hisaring called by the
01l Consgervation Commisslion on its oun :

motlon to considesr ths promulgation of an

order prohiblting the flsring of casing- !

head gas from oll wells in San Juan, Rio

Arriba, HcKinlay and Sandoval Counties, H

New Mexico. :

H

BEF CRE1
Eduin L. Mechem

Murray Horgan
A. L. Porter

IRAXNS
M3. PORTER: Next case on the docket, Case 1569,

lO

RIPI QF _EITROCEEDINGS

MR. PAYNE: Case 1559. 1In the matter of the hearing
calle& by the 0il Conser ratlon Commission on its ownrmotion‘to con-
slder the promulgation of an order prdhibiting the flaring of cas-

»ingbead'gaa from oil wells 1n 3San Juasn, Rio Arribs, McHKinley ahd
Sandoval Counties, New Mexico. |

MR. COOLEY: If it please the Commission, T am William
d. Gooley, appearing on vehall o0 trne Josmiisslon. T have one wite
nesa I would like to have sworn. |

| {¥itness sworn)

tR. PORTER: Mre. Cooley, before we orocesd with this

DE
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Me, William Losr, representing Sunrey Mid-Continent, and George

b

|3

witnegs, 1 woenld like to osk for obther appusrvances in lnils case st

this time.

MR. WHITE: I the Commission vlease, I am Charles
White of‘Gilbert, Wnite & Gllberet, Santa Fe, lew lMexico, appoaringi
ot behalf of Sunray Mid-Continent and Skelly 01l Company. If theg
Comalssion please, &t thls time I would like to have permiasion to

nave assoclated with me in this cass two Tulga, Oklahoma attorneya

Sellinger, ons of the attorneys for Skelly.
| MR. KELLAHIN: Jauson Kellahin, Kellenin & Fox, Santa F¢,
New Hexico, appearing on behglf of the Amerada Corporabtlon and
Priillips Petrolewn Company. |

MR. VERITY: George L. Verity, farmington, appearing
for-Rex Moore and Vincent Hontan.

R. NEZWMAN: Kirt Newman of Atwood & Nslone, Roswell,
Now Mexlco, and Guy Buell from Fort Worth,fexas, appearing for Pan
Amerlcan Petroleum Corporation.

MR. CLARENCE HIKRKLE, Roswell, New Mexico, appearing on
behalf of the Humble 0il & Refining COm?any.

MR. SPERLING: James H. Sperling, appearing on behalf
of the Brltish American Producihg Coripany.

M. SETH: Oliver'Seth,iEl Pasorﬁaturél.

IR, SPANN: Charlss . 3pann, £1 Pagsce Products.

M. PORTER: DMe. Cooley, you may procsed with your witd
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cotlod gg o wltnegs, having been fivst daly sworrn, tesvifiad as

DIRECT EZAMINATION
BY: HR. COOLEY:
Q W¥Will ths witness state his nawms and position, plemsse?
A Dan,Nuﬁter, chlef engineer, 01l Conservatlon Camulagsion
Q Mr. Huﬁtep, are you & graduate petroleum englneer?
A Yosag, sir', I am,

Q

(4

Would you state frax what school you vecelved your de-
gree and what yourjbackground is? ﬂ

A I hold;& degres in pétroleum englneering from the New
Hexlco School of M}hes.  I recelived thlg degree in ihie wilnter of
1551, subseqguent to recelving my degrse, I went to work for Philli
Petrolsum Company, worksd for that company until I recelved -~ or
I worked for that gompany'in Texas, Kansas and New Mexico. T re-
signed and camé to work for the 0il Crnservation Couwralssion Septem-
ber ths lat, l954,:ahd have been here sincs.

G Are yoh génera}ly familiar with conditiqns regarding
vroduction in nortawest New Hexico?

A Yes, 5115 i anm,

¢ Mr. Nﬁfter, Case 1569 was celled on the mation ol the
Qi1 Conservation Commissica to consider the promuigation of orders
prniviting the flaving of gas in San Juan, Rio Avriba, Nciinléy

and Sandowval Ccuntles, Hew Mexlice, which I wlll refer hisrs to as

B
:
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5sn Jusn Basin,
Juan Basiny
| A Yos, I haveo.
2 Have you boen able to determine the total quuntity
ofkaasinghead ges that 1s §reseﬁtly being produced in the San Juan
Basin?

A Yes, I have. According to the calculations which T

went through well by well, for evsry well in the 3an Juan Basin,

I eatimate that approximately forty million cubilc eet of casing-
head ges 13 produced per day at the present rate of alloﬁabls.

Q Mr. Rutter, hiow d1d you obtain that totel of forty

;million?

A I used the allowable for the wells times the offieclal
gas-cll ratio as reportsd by the operators to the Commission dur-

ing the ratio testa last summer,

Q Then, for the sske of clarlty, the flgure that you havej

came up =- the forty million, would be the amount of gas that wouid
be produced incidental to the préduction of all oll wella, oil
allowable?

A That?sa corrsct.

Q@ Was there any other method available to you, Mr. Nutter
by which you could heve computed the amount éf casinghead gasvbéing
produssd in 3an Juaﬁ Besin?

’A There actually ianti. Unless you have a meter o1 each

lerge msasuring the output at the separator, any caloculation of

Al BL YT D Me s
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"rproﬁﬁ;ed gas has goﬁmié he Eased on the g&gJOi1”&&%%651““w%"££&“*”
i

flable t¢ us the amount of gas that 1s produced as reported by

tigure inesmuch as ell operators have not reported casinghead gas,
and 1t would be an incomplets figure if I were to uss that.

j Q@ Then, do you feel that & mere summagization of the
quat of gas that 13 réported to the Commlssion as having been
prdduced on Form C-115 would be an inacourate figure?
A Yes, 1t would be.

Q Do‘you feel that the method of calculatlon whleh you

naye used will bring us to a more accurate figure, the most acour—

atélfigure that wé could arrive at?

A Yes, I believs‘it is & reliable figure.

@ HMe. Nutter, I call your attention to a map placed on
the bulletin board whieh has been marked for ldentiflcation as
Gamnissiou's'Exhibit 1, in Czase 15§9, and ask you to explain the
sfmb@ls, colors, circles and other matters shown thereon.

gir.

A Yas, We have ~=
€ Vhat isg the_general area first covered by the map?
A The general area covered by this Zxhibit 1s the norther

vost portion of Ssndowal County, all of Rio Arriba Cowaty, end all

San Juan County. ALl of the oll wells that are in the bagsin are

P4

eluded in the area coverad by thils mep with ceriain f

wiilch lis south of the nap. The anount of gas that is proeduced by

) pools snd the wolls whlch are not on the lxhibit is s

sw excepbtion

140
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amount of gas, and I didn't feel thab it would cven be worth wnile

to eclutter up the room with a big map with no more gas than would
be shouwn by thet other Exuilbit. We have deplctod by a colerad dot
all the wells which are classified by the Commission ss oil well
in the 3Sen Juan Basin, :Tgs red dets indicave welle for which né -
our files do not reflect any use of the gas for those wells. I
reallze that in some instances a portion of this gas is used on<the
lsase. Those are thse réd dets, Tha biue dovs arc welis fof which
we have no reported GGR; Same of them are brand new completions,
and the GOR's have not been filed yet. Some of them, I think, are
next to ﬁeing dry holes, and ths apératdrs havé-never £iled 116's
on ﬁhém. At any rate, the blue dots are not included in this cal-
culation of estimated gés that iggpfoduced. The green dots indi-
cate wells producing gaé, which gas is marketed. We have this area
hero wnich is marked in -- which is the South Blanco _ﬁ_'olc»;ia Pool.
The south 1s compressed:and put’into high prassure lines in this
arsa, Area P s the‘Qtero;Gallup Pool. The gas 1s compressed
and put into high pressure lines. Area D which is the Gallegos
Gallup area, has a féﬁ little green dots in it. This gas is put
into high pressurs lineéy ang &t the crpssroads of four townships
in the central part of the Bisti Pool we have four wells which are
producing gas in the LPG pilot area. This gas is reinjected. I
believe that covers all of the green dots on the nap. There aro
alsc guite a mmber of yellow dots. All of the wells that are

repre gented by yellow dotg produce very arnall amounts of gas and
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in moat cas¢s it was reported to the Coumisslon as being too mnall
Yo measuré. The clirclod areas are aress whieh wo felt could be
luaped together end studied as g wihole, and they arc identified on

the Ixhibilt as areas "A" through "M." :

Q And to further explain the meanl%g of the red dots, Mr.
Nutter, we must assume, for the purpose of‘éhis heéring, for the
most part, that gas 1s pressntly being flareé?

A I believe that is a géod asgumptéon—ﬁo meke .

Q Mr. Nutter, I now direct your atéention to the area in
the upper left hand corner of Exhibit lkdesiéhated as area "A“,and~
ask you to tell the Commission the common soéfce of supply there
invélved and the émount of was being produceé=within tﬂe red out~

;
]

line of that area? §

A Area "A" iz that area of San Jugﬁ’County that has been |

designated by the Commisslion as the Verde-Gallup Pool producing
from thg Yerde formation. The area circled én red, exclusive of
the yellow dots ahd blue dots, 1s'producihg 522 MCF per daj.

| Q How{ Mf; Nutter, would you proceéd to the adjacent ares
| marked as Area "B", and tell the Commission éhat commonAsource,of
supply that is and how much gas 1s being proéuced‘in thatbarea?

A Area "B" 1s that pool defined bﬁ%the Comnission as the
Horseshoe-Gallup Pool produdng from the Gallﬁp formaticn. The
avallable Informmation that we have indicates?ﬁhat approximately 297
MCF are being produced in the circled area. |

Q WwWill ybu procoed to area "CU" and tell the Coratission ~«

| co
!
,
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A Area "¢" 1s a new discovery. A3 a maytef of fact, this
is on the docket for

creation of this pool today. It is known
&8 the Chimney Rock+ It 1s preducing a total of 30 MCF per day.

Q Proceed next to aresa "D, please.

A Ares "DV ig the Gallegos-Gallup area, exclusive of the
blue dots and the green dots. Thers 1s a total amount of gas being

produced by the red wells épproximating 8,793 MCF per day.

Q 4rea "E" please.

A Area "E" I call the northern poftion of the Bisti Pool.

I broks the Bisti in four areas for this study. I call this the

northern area on the‘Bisti Pool, and it is producing 1,906 MCP pen
day. ’

) @ Avea "RY,

A Area "P" is the north central portion of the Bisti, and
is producing 9,763 MCF per day.

Q Procesd to "G."

A "g" 1s gouth csntral portion of the Bisti, and producej
u;62§ MCF per day,

Q Area "B“,_1

A Area "H" is the southernmost portion of the Bisti Pool.

The wells are rather scattered in that end snd produce only 768 MCH
per day.

& Procseed to acvee "IL."

A Ared "I" is clagaified by the Cormwmlssion as the Eseriltc

H

Gellup Pool and produces a tobtal of 519 MCE per day.
g e -
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Q Area "J

£ Area "JU 1s an undesigneted eros lying anproximeately a |

wlle northeast of the Otero~Gallup Pool. There arc two wells in
area "j“, 598 MCF per day. ’
Q  Avea WK
A Area "K', two undeslgnated wells producing 59 MCF per
déy.
7 Q Area "L?V
A Undesignated area, It is in the Skelly 0il Compary's

aréa producing from the Dakota, and makes aboub 273 MCF per day.

Q Area M is an snomaly as far as the Pictured Cliffs for-
mation is concsrned?

A These are the two Pictured-Cliffs cil wellis in the basiy

and produce 93 MCF per day. I mentioned "N" and "P" a while 280.

They are not clrcled, however.

Q Mr. Nutter, in your opinion, are ghy of the areas "A"
through "M", swhich you have just discussed, that produce such in-
signiricant quantities of gas as to warrant immediate exclﬁsion
from any further conslderation in this no-flare case?

A Yes, sir, they ars. Before going iﬁto those areas,
however, I would like to state that the arsas that lie off of this
méﬁ in McKinley County and southern Sandovel founty, all-the welld
which are outside the circled areas should be immediately sxcluded

from any further study. iie have Rattle Snakes tbtable, lissa and

n
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to run their pump units in . erea 4, that 822 MCF is produced by =

Blo&mfield;Wﬁiﬁ;%é%féﬁhﬁiidcat weligihat aré jﬁéfdgéé%fé;ed here and

there, shich there i1s no practical way at the present time of gather

Ing the gas, and they should be lwmredlaiely sxcluded and no further
attention paid to those wells. MNow, the circled sreuas that can be
excluded, I believe we can start with area "B," meking 297 MCF pen
dey. A good portiop of thig gas 1s being used on the lesse. ‘It 14

conpnoRn Knowled that many of the operabors don'it hawe enough gas
J &

lot of wells, the average MCF in there, or the asverage GOR 1s verly

low. I see wells here thei sre msking fivs, two, seven, eight,
three MCF per day. Thils is a negligible quantity‘ofggas. Any .
gafhéring iinas in the-are& wouldrﬁe extremely'expensiva to build,
and until such btime as Verde~Gallup is producing a lot more ges
than it is at the pressnt time, I don't thinik we should bs too
concerned with the sméll quantity of gas thet is being flared in
vhe area.

Proceedlng next to area "B," the Horseshce~Gallup area,
we have low GOR Ln there. There 13 one that has three FCF per day
production. It is a top allowable well, too. Some of them are
negligible quantities of zas. I believe that consgidering the
anount of gasg thgt is ussd for operation of the leass 1n Horseshoe
as cavnpared to the amount cf gas that is produced, that it should
ve excluded,.

Area “C" is the little.Chimnsy area with 38 MCF. I don't

think anyone weuld want to lay ¢ line vevy far Tor that.

DEart gy Menr s & Assooiates
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MR, PORTER: fr. Nutter, may I interrupt just a minute?

3

What was the total production from the Horseshes~Gallup which you
previously gave?

A 257 MCF,

MR. PORTER: Thank you.

A Skipping on down to area "K" where two wells are rathen
widely scatteored; being ahout two miles apart, and nroducing 69
‘HCF, I think that this could be climinated. Area "M where the
Plctured Clirf; wella ares making 98 MCF a day, should be excluded.

- Q Now, as s bésmﬁe, you ﬁave recermendsd exclusion from
consideration of areas‘“A,“»“B,“ Tg,% "g," gng ", i$ that correci?

& Tﬁat is éofréct, |

Q@ Hr. Butter, 1t would appear that ceririn other areas
such as ared "L g, and "L" produce small quantitles of gas
1ikewiés. ‘wnﬁ are they not bsing excluded?

A Let's take "IM first with 619 MCF 6f‘gas per day. There
is é possibility that this quantity of gas, if 1t'waie gathered and
put into linss, woﬁld‘pgy for the campression faci;ities and the
linss. I believe that this area should be the subjeét of f@rther
study.

Q@ Vhat is itas position, the position of area "I" relativa
to gas gathering faclilities in the area?

A It 1s seversl miles frum the nsarest gas gathering
facilitiss., Heb only would ths gathering lives havs to be laid,

Sub & truck line to the nsarest 2aciliftizs would aless have to Le

ML e Mew Meiog
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axtended.

Q Then, why was area "J" nobt excluded, with only fwo

vells?
¢; Avea "J" 1s producing almost 500 MCF ver day snd is

only a miie away from existing facilities which are compressing

gas. I bélieve that 1t will be sconcmicelly Peasibls o pub this

gas in uith the Otero-Gellup ges. FKowever, until a cost analysis

is made,»t suggest that thiz just be uontinued fcr further study.

('

Q Now, 1s the sdjacent ges gathevlng facilities and come

pressihg;;acilities to uhich you referred, the green area marked

"P?"
; Yes, sirp, tﬁat iz éhe,otero-ﬂallup ?ool._ Thsgs two
i€lls arq%a mile from that. |
fé. Thank you. ¥hat abO“t ares "L7"
é Area "L" 1is producing'273 MCP of gas per day. It is
in an aré; where there 1s high pressure gathering faéilities for
; _
the gas é%ols up there, and thls gas could be pub in with a high
pressure éaa if compressicn facilitieé were installed.‘AI suggﬁgt
that a coét analysis be mads of this area to determine the fsasl-
bility of%it; |
| MR, PORTER: 1ir. Nuiter, do you have an idea of how
far 1t iséto the high pressure sysltem that you are talking sbout?
é Well, there‘a;e S6s wells in the immediatc arsa, - Hal?

a malle aday thsre 1s s zas well,

Rt 30RT£R. Within two milest
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A Yés, sir. or coarse, tbe Tibeﬂ will nﬂuL&bLy uave o

. .__....._._.M..T..,_,,,; -
g

be enlarped to handle the additionsl 388,01 may have to be, latly
g - v

2ut iY thai Way. That is tno ‘toason for tre cogt analysis,

& Then %o Swenerize, is 1t your opinion that aregg " M

I, ang YLE g4 shown on Exhibit 1 should be given Turther detaileg

study to determins whether == ths feagibility or gathering the ges
in that area? - |
A Yes, sir, T believe o thorough cost analysis should be

d - |made for those aress.,

Q Hr.'ﬁutter 1is there any apes shown on Exhibit 1 whigh,

7

in your opinion, Presently produces sufficient qpangities of casing

hoad g8s to warrsnt the lumediste construction or gas gathering

facllitisg?

A Zés, 2lr. Wnile I havent't hag the facilities to make

an accurafe anslysis of the cost of the gathering facilities ang

8¢ forth, I am sure that 1t 13 €conomically feasible to gather the
£3s 1n tha aress marked "p, M mg "F TGL,Y and at least & portion
of Mg,n - : A -

Q What is the total gse produced in thoge five areas, Mr.|

i
|

Rutter?
£ Total gas produced in thoge five areas ig alnost twentyr

six million cubic feet per day. .

€ Iir. Hatter, do JOou usve any idea of vhat ths going
price for casingnead 849 would be in that area?

A Well, iptg all according to ths indiviguzl canirecet., {

i




ary winimum cents per MOF - Pirat letls take

At thie wvery winimum of ften cents per MOF -~ well,

tliis tuenty-sizx million cubic fust pe day thavts produced, and

waltll have to exclude at least ten perccent of this as lease use

3
y

]
w

o
U

. Tnis is a high figure for swas operelovs; it is & low Pig-
ure for éther opsrators. I Lelisve the ten percent flgure 1z a
pretty fair averege, however, for the pool ss a whole, and if we
take off about twenly-sixzx hundred MCF per day for leasc use, ws
h;ve renaining about twonty-~three million cublc fest psr day. I
think thst gas prices range in ths Four Cornsers area from ten cents
to twenty-one cents, If we were to convert this samount of zas thaﬁ
is being flared into & dollara and cents valué, we come up with a
figure of anywhere from twentynthéee hundrsd. dollars to forty-eight
hundred dollars wuworth of gas per day that isg belng flarsd from
these five areas. |

Q@ Do you have any otner indlela, Me. Hutter, ahich‘would
lead you to belleve that it 1s feaslble to construct gesthering
facilities in svess WD," "E," wp,ng" ang “R2" ,
| A Oh, I think that it is evident that it is feasible in-
agmuch as one of the’largerrgas companies in the ccuntry has made
eppllication to the F.?.C. for the»authority to buiid these facili-
tieg. T vellieve the gas cowmpany would have probably wmade the anely

5

sis of whether the gas could bz sathered coonomically and practicab
g 3 ¥

befors they pul in this apulicablon.

s

& In coneclusion, ithon, . Hutter

s with regerd to thase

spindlon that thz gas peing Ilared in those arsas
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in preventable waste?

A I velleve 1t is preventezble waste, yos.
Q What are sowme of the methods by wnich this weste could
bes prevented, Mr. Nutter?
A Vell, there might be three ways of doing it. You could
store the gas aftsr you produce i, but that is not & very practics
solution. You could muprkst ths gas, or you could reinject the gas,
store 1t in the ground.

¢ Is thers also anothsr msthod of preventing this wastse,

Hr . Nutter?

4 Yes, sir,

€ Vhat would that ba?

& That would be curtailment‘of the production.

¢ Until such tims as gathering facilities aré constructed

-

Gathering facllitles or compression facilities or rein-
jection facilities. |

¢ Do yourhave any recommendation as to what cocurse of
action, whigﬁ of these éléermatives the Commisgsion ghould take 1in
thi§>rsgard? )
A Ho, I havent't, I think that's the Commissionts problem.
and I dontt féél really quaiified to sayﬂwhidh of these various
alternatives would be ths beast,

G Do you have snything further that you would like to

prosant in a gensral way in this regexd, Me. Nutter?

A T don't belicve 3




- —— B PUTNA.

as I understand, you took the allowable and multiplied it times thd

MR. CGGLEf;~ That concludes ouéﬂwitgés;}uééé£im§;}: M;.
Commlssioner. I would like st this time to introduce Commissionts
Exhiﬁit 1 in Cape 1569, which sccording to the testimony of the
witnsse, was prepared by him under his supervision,

M2, PORTER: Any objection to the admission of the Com-d
misslonts Exhibit No, 17 It will be-admittedo Any questlions of
Mr, Nutter?

'MR: KELLAHIN: If the Commlsslon please, I ﬁould like
to agk the witness one guestion.

CROSS EXAMINATION
BYt MR. KELLAHIN:

0 In compubting the amount of gas which 1g being produced,

GOR, that's the basls of your salculation?

A Yes, sir.

Q@ That would actually be a maximum figufe, would it not?

A Yes, sir, and it might be a minimum figure too. In some
instances the GOR's have increésed since the GOR test was taken
last summer. |

Q The most recent GOR is from last summer?

A Yes, siyr, in wmost cases.

€ But assuming that many of the wells in the area do not
make their allowable, then 1t would not be a realistlce figure to
that extent?

A  If the well wera not producing its allowable, it would
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sidered

probably

ve & little m@ providing the GOR would be conatant.
Q Any incrﬁhse in tae GOR would probably be counter-
by pxoduotion of the well?

i

A Yés, sir.e In many cases, yes, 8ir.

HR. VERIT!’ Mr. Nutter, I belleve you sald that part

ér bl Wi s in the area thet you racommended something immediately

f

abopt.; hquld you tell us about it and explain that for

16&53?5

A %Weil,iuﬁére are five wells in the extreme northeast

MR n,oo:m Northeast?

H

A Northwest poption of “H,“ which 1f area "G" is con-

r

éxteide@ a little furthsr. Then there is ancther cluster of five

{

ih chti9ns,8,? and l? of Township 2ly North, 9 West. I be~
hat?the@e ;hoﬁld also be considered in the Bisti ss part of
Biati és azaholel The:remaining five wells are scattered and

1d probably receive very serious consideration before anything

one.

B SN

; i
nata

fmissﬁiong

on: them.r

, Q I uonder if it ‘would be possible for you, for the Com-

?tﬂﬂfUPniﬂh einhep & description or a map that would desig-

i

de#criptions i@ these areas that you are referring to -=-

A You meen these five wells -~

!/ @ == 50 that we can know.

%

A The fivé wells that I just refeorred to that are scatte

S Yes, and also "F" and "G" there.
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e h&S to be! witn "g." Perhaps balloon No. "g" should hav*
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A Well, I can describe thesé various'béliobhéwafﬂfﬂé'

points they are tied &>,

Q All right, if you would, that would be fine.

&  The north portion of the Bisti Pobl ie¢ designated as
area "E." The northerrmost well, which it takes in, is & British
;AmeriQQﬁﬁﬁell located in the SW/L of the SE/l. of Section 13, Town-
Shipféﬁ Horth, lh west. Balloon No."E" extends down to and ineludes
8ll of the wells from there southeast, from this British American
Well, southeast bo the LFG pilob area. A1l the wells in Section 36
of 26 13 are included in "E," All of the weiis iﬁ Section 1 qf 25
13‘§re included in YEM" with #he exception of a well in fhe XE/l §f
the SE/L of Section 1.Balloon "#¥," fakes off where bhallom"E' leaves
of f and takes in éll of the wells in the Bistl Pool west of ths ‘
line which divides Township 25 Forth, Rangérll West intc the east
Lalf and the weat half. That!s 2 hard description to follow, I

grant you. ¥"G" commences at_that peint in the middle of Township

25, 11, and goes down and includes all of the ﬁellS west of Section -

2, and including the wells in Section 2 of Township 24 North, 10
Vest ,Balloon "H" includes the wells .in Sectioés 1;112 and 13 of
Township ~- correction ~-balloon "HY includes all the wells in
Sectlons l,'l2 and 13 c¢f Townahlp 2& North, Range iG WSst; end ex-
ends southeast to and including the wells locasted in Sectvlons 19
and 30 of Touwnship 2L North, 3 West.

R, PORTER: Anyons else have a question of Mrr. Nutter?

I dont'i think he thought he would get off this light. The witneass
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may be excused.
(Witnesé oxcuaed )

MR. PORTERs Anycne clse have further testimony to
offer? |

MR. SETH: If the Cwr.lssicn please, Il Paso Natural
G#a Company intended tc maks a statement fram the flocor in’this
éase, but in view of the fact that the statemcnt contains consider-
able wwwount of fact material, we thought the Commission would
prefer 1% be given under ocath. |

MR. PORTER: The Commission would prefsr.

| MR. SETH: We would 1lke to have ifr. Woodruff give a
statement under oath, Ue don't,intend_to put in a cass under ény
sense, but just a statement. |
(Witness sworn)
F. HORMAN WOODRUFF,
fcalled as a witness, having been first duly sworn, teatifisd ea
fellowss |
DIRECT EXAMINATIH
BY: MR, SETH:
Q Wili you pleass stete youf name and by whom you ars em?
ployed, Me. Woodruff{? |
A >My name ia F. Homan Voodruff. I am esployed by EL

Jaso Natural Gas CGompany as thelr manager of gas proration onera-=
tlong.

@ Woauld you make your stateisent, please?
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A Yeg, sir. T am authorized by El Paso latural Gas

i
e ) I
;
|

Company, which I &hall refer to as El ?aso; to make this gtntement
on behnslf of El_Paso.

ElL Pasc has negobizted contracis for purchass of casing-
hsad gas frouw producers in the Bisti~Gallup and Gallegos~Gallup
0il Poola,kjointly referred to as the “Bisti Area® and has aigned
28 contracts wiin praduéers covering the ne jor portion of casing-
head gas produced f:om the known prpductive areas in these two
éaola. These contracts generslly are conditionsd upon both buyer
and seller obtaining frowm ths Federal Power Commigsion Ceriificated
of Public Convenience ard X¥ecessity, in form &nd substance satias~
factofy to the respective receiving varties, permitting, in the
cass of El Pasc, the construction, owﬁership and cperation of thg
vfaéilitiés necegsery for Il Psso to recelive, process and market
gas coverad by the contracts and, in the casé of the ssller, the
delivery of gss to El Pasc under the provisions of the contract,
r El Pasa and the resgpective sellers have not obtained satisface
fory certificetes by a speclficd date either has the righﬁ to |
terminate the agfeament upon thirty days notice. This date has
passed as to some of thess contracts and other contracts will soon
be subject to termination. X1 Peso expecﬁs to obtain extenslons
of time from the producers. Ths‘contraets contempiate dellivery ot
s pressure of 15 pslg and reserve Lo the preducer the right to use
hig shave of rssidge gzs for leasos use and for pregsure maintoge

- 3 . R e ny " N T, RO IO ] . s DR
ance, veprsssuring and pas LITE sperationa.  Z1 Pago ducs rol
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fovenggg havsa inféfﬁéﬁiéﬁﬁééﬁéééhing the"leumén‘#ﬁiéﬁ>§iilw66f‘“
Vraservéé by the several operators. The volumes used for these puﬁv
posea will depend upon studics now being maqe.

El Paso's estiﬁates £iled with thé ¥Federal Power Commiis~

ion under Docket No. G-~1569¢ projest casinghead gas production sube

sequent to January 1lst, 1953 of 210.5 billion cubic fect from the
Bisti Pool gﬁd 70.1 hillion cubic feet from the Gallegos Pool. El
Paso!s contracts do not cover this entire qu&néity.

On July 29, 1958 Bl I'aso fileg with the Federal ?ower :
Comclisalon an application under Docket No. @=-15696 for a Certifié
cate of Public Conveniencs and Necessity to deliver gas té‘Pacific
Gas and Electric Company. The appliqation sought épprov&l for-"
fasilities necessary to cosimence deliverles of 100 million cubile
feot pef day on Noveuber 1, 1959,,including 15 million cubic feét
psr dayvfren the Blsti Area a2s a portion of the gasz to be marketed,
This will require construction of fleld gathering facilities, fiald
transmission vipelines and expansion of the Company's;Chaco Gasélide
Plant and Chaco Coupre ssor Statioﬁ as_ﬁell as additional compre$s~
ion, ga#hering and trananizsion fecllities in other portions oféthe
Caipanyt!s system. BEstimated cost for the entire project is
$@?,2?0,000.00; of whiech the cost of fa;ilities.necessary to gather,
process and corpress c&singhead zas for deiivery into the pipeline
in tho Bistl Area is approximetely 5 rillion dollars.

On Hovember 13, 1958, pursuant to a request made by El

Puso; Pederal Power Commlsslon grantsd temporary authority te BEL




R

i

Paso to build fébilitiés degigne&mto take and p%oééégTégﬁ;oxiﬁiiéii
L0 million cublce feat of caslnghesead g#s per day from the Bigti Areé
at & cost of approximately u million dollars. So far as thie Company
ia egware no request for tes@orafy certificates has veca made by any
cperator.

On November 20, 1958 Federal Power Commission advized El
Pego that the Speclal Subcmﬂnittee‘on Legiglative Oversight of the
Housé Committee orn. Interstate snd ﬁoreign Commerce has quesfioned
the Commisslonts action in issuing‘temporary certificates as being’
contrary to the provisions of the Natural Gas Act, A copy of the
Federal Power Commission letter is aﬁthched to this statement. '

Upon recelpt of this informaticw Bl Pasols menagement determ’ __a

T

that it should not at this time procesd with construction of faclli
ties under a temporary csrtificate. |

There‘are nany guestions to be answered prilor to commence-
ment of construction work for El Paso!s facilities. The velumes
of.casinghead gas that will bs available for extractlon of liquids

and the volumes of residus gas which will be available for the

L

pipeline will depend upén_determination ag to methodé of unit opers
tions and secondary vesover: projects which are now under study.
Tho capacity end cost of the facllities to be conatructed will de-
pend ﬁpon the voluwanes svallable and the times when such vclumes
will ve avellabls. Pacsd with these uncertalnties, untlill perman-
ent cervificates be lgsued, Ll Pasc can nod glve filrn assursance of

the date wihen faclilitles will be bullt and ready to take casinghead
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That concludes the statement on bshalf of El Paso Natural
Gss Company. |
M. PORTER% Anyoné have & question of lr. Woodruff
concerning any portion of his statenent? .You may be axcused.
(Witness excused)

MR. PORTER: I would like to make an observetion as

well named, Legislacive Oversight Cormittes.

~ Anyone else have any statement? Mr. Loar.

| ~ﬁ3{ LO@R:ﬁ If ths Commigéion please, I am Willlam L. .
Loar wiih Sunray Hid-Continent Company. I would iike to rake a
statement concerning the Bisgti Pield, if I may.

MR. PORTER; Yses.

MR. LQAR& Sunray Mid-Continent is an operator of phe
Blati-Gallup 01l Pool.a In July of 1957, following several opéra-
torsf meetings, we flled an application to ihjeat LPG followed by
dry gas into a well dfillsd at the 1ntersecfion éf iounsnipé 25
Ravth, 26 Y¥orth, Ranges 12 and.13 West. fursuant tcAthe hearing
;n July, the 01l Consérvation Coranission grantgd thé nece ssary ap-
ﬁ?av&li, In Augnst of 1957 LPG was injected into the well followed

by the injection of dry gas. Slunce that time Sunray Mid-Continent

gaprsclally noted that this projsct was pariticlpated 1 by Phillios

¥l Puso, Britlsh Amsrlcan, hiell and sunray Mide-Contineat. Hany

PR AN PAL s A OAKSTC rATES
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ag operator, hasg been injoecting gus into that well. I! should be

3

far as 1t relates to couscrvation of gas. NMNaybe thls coumittee wasg .
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oporaiors don&ieéAéﬁéigéééing anéﬂégéeguégpés 6f“£;;££i;aiﬂéé§1;é;w
All of the g&a produced in.fhﬁ pliot oroject 1s Lelng utilized n
pllot project Ls etill veing evaluated and is periomsing iu sccord-
ance with owr initisl uagineecliiy project. Sunrey cnglassring le
Guite plaeged with the WG gas injsectlon. e veliewe this ig &
femsible means of recovering oll Icom the Bistl Lower Gallup 01l
reisrvﬁir, uhieh might uot otherwisé e recovered. iuring this
sane perlod Suaray Mid-Continent ané the other opersiors in the
Biatl Pleld west of the Carsci Unit have‘haéﬁ‘OGﬁ&ucting engiﬁbﬁru
ing studies in preparatlon Loward unitization., One of the réasong
1% has bteken so long 1s that the vonstant development and addition
of new wells during thdt»tima-hava made the engineervs veview thefip

atudy perlodically.

neld in our office In Tulsa Lo discuss unitization, and the ene

gineezlng report at that meeting partly agreed upon a psrticipatior
formula for the area east of the township 11ne betwsen Rangaé‘lé ar
13 West, and west of the thell acreage lumedialely west of the el
Carson Unit. Opsration igreemants are being prepared and will bhe

subnitied to the operators scon for their study and ccnsideration.
In connection wlith this, Sunray »id-Continsnt will racﬁmmand to thd
oporators that LPG ~- that an 'LIP’G gas injection progran be adopted

for tils unit, and 1t would necesgnrily folilow that we would recomd

Lho vperation of the pruojout or idnjocted ia ihe  cosernvelw  Thei

On December the Lth, 1953, esarly this month, a meeting wag

wond, and the operators wouwld utilize all the gas cuerently producdd.
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" On Decemver 10th, 1958, last weel, the Oil Conservation i
Commiassion, upon the application of Sunray Mic~Continent, held a
Learing at which time ue requested permission to inject the gas
produced on our Federal G( lease gonsisting of spproximately
2,000 acres into the Lower Gallup féfﬁation in our Federal ¢ 18
WGll. The order has not been lssued yet. Ve haﬁe, however, con~
structed a gas gathering system to serve this lease, comnecting, I
believe, all of the tank batteries and tying them in, into what we
hoped to be tﬁe approved initial injection well. The compressor to
inject this ges is on order and delivery is expected sometime this
month, We'have done all this, of>course, on the asawaption that fle
Commission will zrant the order we have rsquested. ItT wasbcur pro=-
posal,that pending unitlzation of thls area,that gas should e in-
‘jected to conserve the gas;and help maintain reservoir ﬁressure. Naw
then,for the area commonly referred to as the southeast Bilsti,whickh
would encompass e portion of "F" and maybé a portion 6f "G" on Mr;
Nufter's Exhibit No.l, an éhgineering commlttee meeting has been cdl~
“led for January 9 at our office in Tulsa.
invite every operator that‘is within the area that the Camulssion
has designated within the Bisti rool in that area. The purpose of
this meeting will be to continme sgsembling data and cowmencing end

gineering study toc determine the feasibillity of unitizatlon and

tors in the southeast Bisti area uwill venefit by the experieunce

Phone CHope! 3-85%1

Now, we have attempted %o

secondary recovery opeération. It i1s then anticipated that the opera~

galned in the northwest Bisti avea, ané their efforts will procesd|

§




rapldly. -;h tﬁgigaﬁihadﬁﬁwsiéfilééoé»éuggégwﬁgé-gon%inenf And’8£é~
clalr, who 18 n vorking interoess ownerginihe wélls they opnerste thens,
sre currently negotieting withi ¢l Paso for disposltion of their gas
in that ares ponding unitizatlon. It should be kept in mind, we be-
lieve, that tho Bistl Fleld is a reletively new f£ie¢ld, and develop~

nent has been pgoing on constantly since the diécovery wsll was com-

pleted 1in,I belleve,1956, Sunray Mid-Coniinent believes’that theﬁ '
operators in the entire Biasti Field have been dlligent in thelr ef~

forts to conserve ges and to get secendary recovery opératicus unden

way. If the Commission desires aeny information, any additlional in-
tormaﬁion, we,will'submit‘it in wriping; or we will make a gualified
witness available. | |

MR. VERITY: George Verlty appearing on behalf of Rex
Moore. Mr. Moore 1s linterested in t&e southeast Bistl area, and i
would 1ike to make a statement for him to the effect that he has
signed a contraét with El Paso Natural, who, &8 you have alrsoady |
heard, is endeavoring to conserve and take the casinghead gas in
this area. In addition tb that, at the presént time hs 1g coﬁduétf
ing an engineering survey to inject his own seven wells and further
locations that he hag to be drilled, and desires and will ceptainiy
cooperate in every way with other opefafors in thé area to work out
any unitlzed program. But, in his bsehalf, I wans tc urge
‘upon the Cormmission the fact that these studles cantt
be wmade just over night, and I am sure that I, INatter

3,

of the Comnission hag not drawn his conelusions guickly or in &

£ Meaxien
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matter of days. And I would 1ike bo'ﬁaiﬁt out that it takes time
tb collect all the data and make the proper studies snd to go into
these matters, and we, 1in his behalf, I certalnly would urge upon
this Commission that they not make a ruling until such time as we
have an opporﬁﬁnity to pregent evidence following conclusions based
upon proper engineering and factual studies.

MR, PORTER: You are moving for a continusnce of the
case, Mr. Verlity? |

MR. VERITY: Well, on behalf of Mr. Moore I am cer-
tainly moving we be given an opportunity at a later date after he
¢an draw proper conclusions to present his conclusions on the matten
yes, sir, 7
MR, SELINGEK: If the Commission please; George W..

Seiinger for Skelly 0il Company. Unless the Commission gets the erd

recovery and LFPG insertion into the resérvoir is the sols enswer, I
want to quiekly dispel thst because it is impossiblé to dispose of
all of the huge volumes of gas by that method. The use of pgas in-~
jection and lease operation ﬁse is just a small part. Eventually,
a market will have to be ascértained and glven for‘this area. It
ghould likewise be quite cobvious To this Commlasion, as well ag the
Industry as a whole, that the dilemma we are iu now 1ls purely the

vorking and machination of the PPC in its confuscd wsioge in lrying

roneous ldes that the meager efforts of the operators for secondary ‘

to determine its own Jurisdiction and suthorization. I wanu to

speaXk not only on benalf of the stete bul the indusi:;. Vo know noi
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wnlther we go. Because the FPC had Jjurisdictlon for temporory permitsa.

o

it finds it 1s now being questioned by Congress, so that the purpose
of the Andustry for secondary recovery »rojects and for ucltization :
is only its pert of trying to aild the state in trying to work out
sanething which the state itself 1is powerless in view of the FPC ace
tion, so éventu&lly We wili have to be faced with a maitter of Pind~-
ing 2 market aﬁd disposing of it. El Paso, as a possible warket for)
the basin,‘has been magnificsent i# 1ts cocperation wilth not only the
state but the industry. Wwe, thersfore, think you cannot really,
purely on the experimentation #hat the industry is doing now with
regpsct to secondary recovery and gas injection, bscause obviously
the huge v@lumes 6f gas cannot all be put back into the‘groun&. Suck
o path takgn by the state would actually impede the progress of the
industry in its studies of such a project rather than aid 1%, 8o,
I for one, would beg the Cormigsion not to bs hastily stampeded into
thinking that that 1s the sole answer for our problem, and 1%t 1lsn't.
Mos#voperafors, ineluding Skelly, have signed contracts with, and
dedicated thelr acreage with El Paso. %he industry has done all it
cen. The state can»éid up to a certain point,; and than it gets be-
"~ fyond even your Jjurisdlction. So that we taink that’rathgr than <
hasty actlon, we belleve, like lr. Verity, that we snould be a 1ittlp
cautious about how we proceed; and probably in the next thres of foulr

pr five months we may gelt an answer as to the FPC dilemma, 50 wa

would reecommend thet, and I belisve in the preliminary studies betwepn

31 Paso and same other producers and coperators, scme antilcinotion wais
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nade as Lo, or p?cgnosﬁgﬁation,wgé to dylighé(a?ouhd i@féﬁ:mwﬁs woﬁii‘
suggesat that the Comuzlssion postp§ne this hearing to the March ssries
of hearings and that the recommenéation that Mr. Buittsr made with
irespect to cervain pools for furtber gtudy be carried into effect é
nowWw. For example, on area “L" which_happens to be two Skelly wells
in the Dakota, oil wells, the inf?rmation he has ls slrsuady cutdatea.
The volume of gas is beyond half gf the 279,000 cubic re¢et that hils
study 1s based on, and instead of%flouing wells we have puuping

wells, and I think by March we'1l have sufficient information with

he

respect Lo the three poois that h; has recormended for further study
and we wmay see some gleam éf'lighi“doyn the road 23 to what the PPC |
. land Congress 1is going to do by Ha?ch. So we would suggest to the
Commul selon that the matber be voniinued to March and the sfforts
that Mr. Nut ter reférred to with ?espect to the warious other fields
be carried foruard. i | |
MR. SPERLING: If the%Commission pleése, on behalf of -
British American, we have not preﬁared any formal statement, but we
do have some 1nfo£m§ti§ﬁ as to what British American has done and
uhat they contemplate doing with %eference,to disposal of gas. 1
think:this inférmﬁﬁion will be 6f€1nterest. Ineidentally, the ine
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formation colliected, presenied to me, I

rent information than that available to Mr. Nutter in the course of

H

his study. Now, the arca in which British fmerican is priumerily con
cerned leg the area desipgnsted zs ?E“ on the Exhiblt. British Ameri-

can operates thirty-two wells in that area, and lrmedlate opera-
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|vodr. As & part of the pending application, the Commission has beal

i of ths nrojact warrants gsuch on expansion. TP the wuascezs cf the

noldings which include Skelly and Phillips. Prosent total gas pro-
duction fram the British fmerican leases in the srea dosignated as
"EM is 46,330 MCF per month, of which lease use requires 3,300 MCF
leaving for disposal elther by injection or sale k},CBO ¥CF per
month. British American presently is carrying on an LPCG injection
pllot project, and in the course of this project is utilizing
12,300 MCF per month. That repreasents 29 percent of the total gas
avallable for disposal which is presently being used in the injec-
tion system. | | |

There 1s pendihg before the Commission an applicétion for
an injection system which it is anticipated will utilize 14,000
MCF. Thls volume represents 37 percent of'the‘totai gas available,
and thefcémbindfion of the two projects repre;ents a utilization
of 66 pefcent of the total gas produced from these leases. In

other words, 66 percent will be produced back into the Gallup resers

requosted to expand the system administretively in the event that
thekstudies and information which is obtained framn the operation
project is notable, substantially all of the gas presently'prow
duced will be usged in comnection with the iInjectlon system. In
addition, British American has entered into negotiations with El
Paso Natural for the scle of the casingnhead gas, dependlng, of

course, upon the volunes that sre available, The form of the con-~

1%
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tors, that is, offsettlng operators in tnet arca with substantial |
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[tract is swbstantially in its particulars as reécited by Hr. doodruff

is anticipated that British American will be the operator of this

Jof the study will be of great assistance to everyone concerned in

|making a wise decision concerning utilization of this gas. Theank

{

]
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I certeinly concur with Mr. Loaety stalensni to the eifect |
that the operators in the ares have been diligent in their sfforts é
to conserve this gas. Now, presently negotiations arc under wayAfoﬁ
ihe formation of a unit in the ares designated as “E.' oOn Docember |
the utﬁ a meeting was held for the purpcse of discussing the initial

details, and an engineering committee was formed at that time. It

unit, and certainly the engineering reports which cais as a resull

you.

MR. BUELL: HMay it please ths Commission, I am Guy Bﬁel}
for Pgn American Corporatién. Pan American is ﬁhe operator of flve
wellsvin the Bisti Pbol, and three wells in the Gailegos Pool;_
Cesinghead gas from thess wellé are consigned to él Pasg. In the
interest of saving time, I genarallyvconcurvin the statement of
Skelly.

MR. KELLAHIN: 1If ths GCommisslon please, I am Jéson Ke 1+
lahin fér American Petroleum forgoration and Thillips Teiroleunm Comv
pany. We apﬁreciate the concern of the Commission over the anmount
of gas wnlch is being vented or flarsd 1n the two pools invelved.
According to Mr. Nutbterls recommendasions and the rigures glven by
Mr, Nutter, they indicate that the Commission is propsrly concerned

However, we would 1liks V¢ point out that, in our opinion,
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2 gshut~1ln order which would be the result of a no~Tlsrpre order bn

the part of the Commission is far too drastic s recommendation for

the Commission t< consider at this time. There have alrcady been
statements made which show thet the operators have bsen quite dili-
gent In seeking to prevent waste of the gas 1In the two pocls. In
addition to those cases, which are'pending before the Commigeion at
the present time, which were mentionsd by Mr. Loar, I ucald like to
also mention the cases wnich the Comnission heard, I believe 1% was
last month, and referred to the Gallegos Pool vwhereby the opera-
tors were seeking an ordsr for interrupted production of oil in
order to prasvent tbe production of’excessive ariounts of gﬁs, and
throughout the operation of these‘twb bools the operators have
been quite diligent in seeking to achieﬁe a beneficlal use of the
gas through reinjection and through seeking rarkets and by other means
which have already been mentioned.

Some waste, of course, is iﬁevitable in the operation of
any oil pool. The only way to prevent waste is just not to produce.
the oll, but at that stage it becomes a matter of degree and what
is the most beneficial for the operation of the péol.”

We feel that pending further study énd an opportunity to
secure & market, which is diligently being sought, the pool should
be continued'under present 6peratione, or, at best, if the Commiss~
ion feels something must s done, that perhaps restricted productidn,

but no further than that. Ws do not favor restricted prodw tlon,

we do not think it is justificed, but we certainly think that s no- |
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Ja;o order ia Lndlcatud by Sho uonnl,sim“ on thnse ue Jmolh.

ine situstion is quite differernit from timi which accurred in other

y -3 . 3 1 £ - . St} E I P Vi v ey vnred Y
arecas vhere g grui-in order uyss fssued, as the Comnlosicsn woll

nous, In the first plsce, our production is subject to procsation
gnd the volumes of gas ars neld down on account or the rasitricted

1

production in the pools; the industry with the consent and approva
of the 3tate Federal Regulator Egﬂies arce conbtinuing tc seek a bene
{icial use of all the gas thatl is being produced, &snd fmerada
Petroleun Corporatién is participating with Sunray [Hid-Continent
in an attempt to forrm a unit which would take care ol large volumes
of gas that are belng produced in that particular area, Insofar
&hillips is concerned,in the Bisti Eivld Pnillips haes leases on
a thousand nine hundred {vienby-~onc acres, and operates nine wells
on three 1sages; in-addition, .haveran-interest of eight wells
in the Carson Unit. 4ind on Oclcber 22, 1958 Pnillips made a gas

.y

sale conbract with Bl Pasc which 1s the most loglosl sarket in the

)

35635 and they have applied to the Federal Power Commission fof'

certificate to sell this gas. They have done 2ll that 1s possible
for them to do at this stage in dbtaining 8 market and pendiﬁg the
apprecval by the F P. C, and the in;tallation of gathering facilitieq
oh tnhe part of El Peso on their rucaiVﬂng approvaL from th F.P.Co3

there 1s nothing more thsot can be done in the way of obtaining a

We joln with the suggestion which was made by M. Selingern

iﬂab & further study be given to thig mattsre and the case be held

Phone CHopel 16561




open until the March hearing.

MR. HINKLE: If the Commission please, Humble 01l & Re~

fining Company would llke to endorse generally the statements which

i
1

have been made here, I don!t think the situation wearrants any

hasty action by the Com@ission. Ttts svident that 1% is golng to

take some time for the Federal Power Commigsion to act, and even

after it is acted upon faVQrably;it will take some time for Ei

Paso to bulld the gathering system. I would like to amend Mr.

Selingerts motlion that this case be continued until next June.
MR . PORTER: Anyone else have a étatement?

#R. MANKIN: I am Warren Henkin representing Aztec 01l

j& Gags Company. Aztec generally conecurs withrthe findings ghidh
%Mr.'Hutter has formulated from his study. Essentially, we, és menyl
:operators,'have felled in the paast -to indicate the amountrof 8.8

iéctually produced from a leasge, the amounrt used on a lease and tpe
remount thus flared., We have taken care of that situation, and we

.understand that other o?erators have done so immediatély, so that

}the Commission might have wore surrent inrormation to thus indicate
Zﬂhat amount of. gas is being actually flared from these,oiinuells.
;WG concur in such recommendations made by Mr. Nutter that é pool
1ike Verde~Gallup should be excepted. We, as éné of the méjor . | ) e
operators in this either operéte or have interest in some bwernty- | .
four wells in thet particuler pool, and génerally we are 1n agrse-~
mant that those ratios are low z2nd are not economlical te couplete,gnd

that these and many other pcols nsed further study. and ws concur ilnat

I T NEYw Mo
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this ghould b¢ continued and not hear:c‘iw Ulltii at lé&.‘ot thcftaroh T

hearing.

MR. PORTERt The Commission will deny the motlon for
continuance to June, but we will grant the motion for continuance
to March, at‘. which time the case will be brought up agaein, and our
own witness will be expected to glve us more current informatlion,
whatevaer 1is avnilabi; at that time. The operators will be expected
to review their efforts toward both securing a marked and thé re~
{njection of gas. Case 1s continued until March 18, 1959, which 1s

a ngular hearing date.




STATE OF WEW MEXICO )
COUKTY OF BERNALILLO ) >
I, J, A Trujillo, Notary Public in and for the County
of Bernslillo, State of New Mexico, do hereﬁy certify that the
|foregoing and attached Transcript of Procee&ings vefore the New
Mexico 0il Conservation Commission was repofted by me in Sténo-
type and redu@ed to typewritten transcript Byrms, end that th;'
| same 1s & true And correct'rec6rd to the beat of my knowlédge,
-[-skill and ability. ) 1, ‘
WITHESS my Hand and Seal this, the 3¢ = dey of gleces dar
1958; in the City of Albuquerque, County of,Bernalillo, State of

New Mexico.,

-

¢/ " WOTARY PUBLI |

My Commission Expiyas:
October &, 1960
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BEFORE THE
OIL CONSERVATION COMMISSION
SANTA FE,NEW MEXICO

IN THE MATTER OF:

The hearing called by the 0il Conservation -
CASE N

Commission on its own motion fo consider
the promulgation of an order prohibiting
the flaring of casinghead gas from oil 1569

wells in San Juan, Rio Arriba, McKinley,
and -Sandoval Counties, New Mexico.

L_/vv\./vvv' Nt N e St St

BEFCRE:

Mr. A. L. Porter, Jr.
Mr. Murray Morgan

TRANSCRIPT OF HEARING

MR. PORTER: Take up next Case 1569,

MR. PAYNE: Case 1569. - In the matter of the hearing
called by the 0il Consérvation Commission on its own motibn to
consider the promulgation cof an order:prohibiting the flaring
rof‘casinghead gas from oil wells in 3an Juan, Rio Arriba, McKihle
and Sandoval Counties,‘New Mexico. |

Me. Commissioner, we propose to move for a continuance. of

nut prior to doing so, I would like to call HMr. Nutter!

to the shand $o glve you his views and comments on this matter.

[

ST TORTER:  In211 oprobkability Mr. Nubter supports
Lne Commissieonts apeilcabtion, . Mre. Payne, the Commission will hea

e A m——— S S
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0.

Y 5

e




S ——————— _.--—-..,.__....-~_.......~...~. “M.._A..,-‘.‘_N..- T T e e e

Mr. Nvttov bozoro ruling on tho motion for continuance. . ?
Nutter, will you come forwarg, ;
(Witness sworn, )

DANIAL 8. NUrtER

e e e e

calleg as a Witness, having bveen first duly SWorn, testiried as

-follows: i
DIRmCT EXAMINATIQE I
BY: MR. PAYNE: ,
N .
Q Will the witness please State his hame and position.
£ | L . Daniel §. Nutter, Chlefknnglneer fdr'ﬁhe 0il Conserva%
‘ j
]

tion Commission.

Q  Mr. Nutter, are you familigye Wwith the case - in ouest10l°

.A :’Yés;‘i‘am; ] [

G . Would you rlease 51ve the Commission whatever comnent:
and/or recommendations You might want to nake at this time?

A T woulg llye to first Summarize the action that

has. _taken place in QGase 1569 priop to this date.» In Lhcember
1958, a hearing was called for the burpose of consgi deflng the

i
promulgauzon of an order pPOthltlng the flaring of gas in the }

San Juan Basin At that time we testifieqdg that zv r0kimatelv
aop

ubic feet of casinvnead gas was'being Produced

(‘n

forty miliign

7

in the Rasin. ye have no reason at this rresent time o believe

that this figure was unreasonably algh nor unreasonab Cly low.

Tre volume of gas, as g metter of Tact, may be greater at this

e . . . X f
bresent time than it was in December, There are © Currently os'n*]

—_——— ] —— T __.—«—-_..‘_,-——-—.____me%wm T — LT -

j
!
H
1
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taren GOR tests In the dasin. e axpect to mave all Bl the tests

- P comuleted by the, and reported, by the end of May. AL the Decenngr

nearing we suggested that tnere were four alternatives whien could
be bl owed as far as the f{laring of casingnead gas 1in the Basin
is concerned. The first alternative would be to flare the gas,

the second would be to store or reinject the produced 2as, the

=

third alternative would be to market the gas, and the fourth wouic
pe to curtail the production of tﬁe oil so that you._won't have any
; gas. Now, according to the stétement that we heard at‘the hear-
ing, the third mentioned sclution éc mariet the gas was desirable
put not immediately likely with a good share of the responsibility
for this lying with the Foderal Power COmmissiop for not having
granted permanéht'certification fbf gathering, tfanspofting; prddééé
Sihg, and marketing the casinghead gas. Trere were also siatemencs
to the effect that a share of the'responsibility rests with the
special Subdb Committee on,Legislative Oversight of the House Com-
mittee on Interstate and Foreign Commérce; vIt seemsvthatmthis
Qversight Committee questioned the propriety of the FPC in granﬁél
ing temgorary cerviricates for marketing, crocessing, and storing

as.

g

Since the héaring in Decembef,»there have becn certain
cnanges in the situation &s far as the amount ofigas that 1is
beihé'flared is concernad. TWO operators are currently cperéting
g

as injection projects, repressuring the Lower Gallup sand and the

zisti Pool. One operators has filed application for permission

CMEER & ASSCTIATES
Al Law REFPORTENRS
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Bistl Pool. 7This casco was previously

£F s
P2

1dﬁihe

q

for hearing Februcry the 4, 1954, and was continued. It 18 now

set for hearing on March 25. It 1s my undeprstanding alsc that

certain discussions have been under wéy which when concluded
will result in gathering and tfansportation facilities being
built, and operated for the issuance of any pérmanena certificate
by the FPC. I believe that in.view of the progress which as been
imade to date, and wnich undoubtedly wiil beimade be@ween nowiand
the regular hearing in June, also in view of the faéththét these
GOR tests will be completed and reported by May, which will give
us time to ana;yze them, that<£his case should be continued to
the regular Juﬁe,hearing.’ It-is my pelief that at that‘time the
case should be heard to conclusion if at all possible, and t@at a
perﬁéngnb;brderbe issued as far as the poolé'th&t Qefe considered
critidal. We will recall that certain of the»areéS'were excluded
certain of the areas weré just deﬁerminéd necessary for further
‘sthady, and certain_other-areas were consideredAcfitical in the
amount of gas that was being produced and'flared: I therefore

suggest to the Commission that that case be continued to June,

and if at all possible, it be heard to its conclusion at that

time,
Q Thank you, ﬁr. Nutter. Do you have anything furiher?v
A No, 1 haven't.
MR. FAYNE: Mr. Commissioner, I move at this time
- that this case be continued until the June regular hearingl

H
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MR, TORITER: “TeTore actling on the c¢ounsclfs mofion

{for 2 continuance, I would like to hear any otner comments that
anyone else has concerning the case or any proguress reLoris.
MR. WHITE: II the Commisslon please, Charles White,

attorney, Santa Fe, New Mexico, appearing on behalf of Sunray Midr‘

continent 0il Company. I haveée associated with me Bill Ioar of Tuisa,

Oklahoma, who will give a progress: revort. 1 am\also appearing
on behalf of Skelly €il Company, and Mr. Selinger>of Tulsa will
'give a proéress report.
Mﬁ. PORTER: Thank'foh;ﬂMf. i-lhite,~
MR, SELINGER: May I inquirea quésﬁion of Mr. Nutter?
MR. PORTER: GCertainly.
- CROSS EXAQINATION
BY: MR. SELINGER:

Q Mr. Nutter,,yéu stated the poéls now- are ﬁndergoiﬁg
gas-oil ratio and bottom hole pressure tests?

\ &  No bottom hole pressure tests have been taken yet,

‘but gas-oil ratio tests are under way, yes, sir.

G Would ybu,recommend that this hearing be continued
until all of the data of all the pools on tho Za5-6il ratios has

been assembled by the Commission stéff?;

A . Yes, sir, the bulk of the tests which are required-for
the areas that we have determined critical, or we determined
critical last December will be in. The reporting date was redently

changed from the 15th of the month following the date that the

DearneEy - MEIER & ASSOCIATES
Grngral Law REFIRTERS
ALBUQUERQUE. New Mexico
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TYEGT Was taken TC THE JOER ol The monta. —We @XTect Lo Have " the |

bulk of the tests in by May 10th. 1 believe this would giye
us in excess of a month in which to analyze the results of the‘
Lest by‘ﬁhe June hearing.

Q _’wOuld it be advisable to have not only the bulk, but
all of the information from all of the pools in before the next
hearing c¢n this mattér?

A viell, it'!'s never posSible to have information on all
of the wells because you have new wells being completédjin
certain pools all of the time, and there are sixty days from
the date of completion of the well before the first test has
to be riled. | |

Q I have in mind, Mr. Nutter, the memo that the Commis-

»sion‘pﬁt out which is Memo No. 1-59 in whigh the deédline filing’
date for the C-116's are to be in from May.IOth‘througﬁ July 10%h
and I was wondering wbether or not it wouldvbe advisable to have
this hearing'postpohed until the July hearing'so thét all of the
infOrmation on all of the poolé hould bé in your hands pior %o
the time this case 1is bfought up again.

A If my memory serves'me correctiy, Mr.-Seliﬁger, some-
of the pools were lighted for July, so the ones that we determing
critical would be reported hy May 1lO0tn. »

o My only point, IMr. Nutter, was it would be advisable,

<

a

since this all applies to all of the pools, that all of the infogma-

tionn from all of the pools will be in, in vixne for the contlhued

DEARMLEY MEIER & ASSOCIATES
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" considerable volumes of gas. i.might add also tbat the Bisti

Podl, which is due to be reported May 10th.

nearing in this matter Lo be heard.
A I eun'’ see Lhe necessity lror delay ing the tine of

the hearing to July the 10th when the rezorts on gas production,

or gas-oil ratios in the non-eritical areas arve the only ones that

will be coming in at that late date.

MR, SELlNGER: 3é would 1like t¢ have made part of
this record the COmmission Memo 1-59,

| " .MR, PORTER: . The Commission Memo 1-59 will be

made ayarﬁ of' the record in this case.

MR. SELINGER: Thét is all.

REDIRECT EXAMINATION
BY: MR. PAYNE:
Q Mr.'Nutter; as a practical matter, we all kriow that

a great deal of gss is being,fiared at the present time in the
Bisti Gallup 0il Pool? ~ | »

A Yes, sir. The Bisti Gallup Oil Pool is producing.

Lower Gallup 0il Pool is due to be reported in May. Another

pocol that_ was determined critical is the Gallegos Gallup,Oil

MR. PAYNE: Tratls 271,

MR, PORTER: Mr. Kéll.

MR, KELL: I am'authbrized by Shell Cil Company, which
I shall refer to as Shell, to make this statement on behalf of

/
Snell.
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ey

it should not at that time proceéd with construction of'facilitieﬁ

“econlract with the X1 yaso

AR ead

Bistl szas rproduc-

Nutural Gas Compauv:gor the-
‘ withh the Jederal
rowver Commission, ﬂgéketra—igyogj for the sale of this sas to Bl
Paso on August’le, 1958, Kl Paso filed with the Federal Power
Commission on July 29,‘195“, Docket 155696, an application which
among other things would qpnstruct facilities to gather, compress
process, and purchase our’éasinghead gas production for the Bisti
field. Hearings have not been had oﬁ‘these applications to date.

On" November 13, 1958, §ursuant to a reqguest méde by E1- -
Paso;‘thevFederal Power Commission granted temporary authority to
El Paso to build fagilities deéigned to take and process ap- 3
prbximately ten million cubié feet of casinghead gas per‘daygfrOﬁ
the Bisti area.

For Péasons_set forth in a statement by_F. Norman YWoodruff
on behalf of the El1 Paso Natural Gas Company before this Commis-

sion on December 17, 1958, K1 Paso's management determined that

under a temporéry certificate.

Shell, since filing with the,Fedéral Power Commission
last August, has been endeavoring o
feasible wayAdf expediting the sale of its casinghéad zas produc-
tion and these efforts were redoubled in the light of afore- .

mentioned situation, &s explained'by %1 Paso in December,.

We are pleasedto state that we have just concluded an

Dearriey - MEITR & ASSOCIATES
GenerRAaL Law REPCRIERS
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iniproceeding under aforeméentioned temporary certificate. The

arrangement with ¥i w50 in which Shell, to the extent of its

own production, is sharing the financial risk with 1 Paso

arfangement calls for a gas gathering system and compression
fo% the schalled‘Carson Unit and Shell's adjacént production.

| Shell is takring immediate steps to épplyvto the Feueral
Poéer Commission for a temporary certificate to:sell the gas
toZEl Paso, and El PFaso hasegreed to proceed_wi%h due diligence
to%do any and all things neceSSary in order to purchase Shell's

; ) ;
gas under El Paso's temporary authority.

! El Paso has advised us that it estimétes§the COnMpressors

7

wiﬁl be in Operation in 120 days and the pipeline' prior to such

ti@e. We anticipate these facilitiés will handie up to 10,000

Mcﬁ per day.

MR. HOWELL: Mr. Chairman, Ben Howéllkfor £l Paso

Natural Gas Company. I would also like to make 'a statement

on behalf of El Paso Natural Gas Company.

. I am authorized by El Paso Natural Gus Company, referred

to as "E1l Paso,’

14

to make this statement on its behalf. At

the%December, 1958 nearing, Fl1 Paso stated that it had negotiated; .

contracts for purchase of casihghead gas from pﬁoducers in the
Bisbi—Gallup and Gallegos-Gallup 0il Pools, joiﬂtly referred to
as the "Bisti area,” covering them jor portion of casinghead

gas from the known rroductive areas in these two vools. Said

contracts had pbeen filed by ¥1 Paso as a carlt of its application

DEARNUES MER & ASSOCIATES
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for a certificate of public convenience and necessity in Docket

No. (-15096, wherein %1 Paso requésted, amonyg c¢ther things,
thg anthority to construct facilities to gather, compress and
process the casinghead zas production for the Bisti area. By
order dated November 13, 1958, the Federal Yower Commission, in
said Ddcket4No. G-156906, granted ﬁl Paso temporary authorizsiion
to build facilities desiwned‘to take and process up to 10,000, 00(
cubic feet of casinghead gas per day from the Bisti area. A 
letter from:the Federal Fover Com@issiqn‘dgpgd_November 20, 1958?
was filed with the statement. This letter réiséd the question
of Federal Péﬁef Commission's authOriyj td grantwﬁempofa;w'certifi
cates. 1In conclusion, El Paso statéd that it could not give
firm assurapce of the date when faCiiitieS“ﬁouId‘be built and
it would be.able to take casinghead'gas from the Bisti area.
At the present.bime 32 prodﬁcers have made casinghead gas |
contracts with El Paso and most of;them have filed with Federal

Power Commission applicatlions to make sale of

e

asinghead gas purp-
suant to their contracts wiﬁh”El Paéo. The application in
Docket G-15696, as it rélateé to the taking of gas by El Paso
from the'Bisti‘area, has been améﬁded sligﬁtly oy filihg~of
producers! contracts and providing?forvtransfer of compréssion‘
facilities f}om El Pasd's Chéco Pl?nt' into the Biéti field. Ho

permanent certificate has yet been issued.

In the interval since the December meeting El Paso and

Shell 0il Company have been engaged in negotiations and have now
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GENZRAL LAaw REPORTERS
ALBUQUERQUE. NEW MEgexico
Phone CHapel 3-6691




A S e

i g

SRS I U SEZEN N

“isfactory %o each. Wwhile

¢ 1y expected o be execubdd

within the next few-days

Ciompany, -
Con

El Paso estimates 120 dz to be the €ime vequired %o construct

T

facilities in order £0 take up to'lo;bOG,OOO cubidc fe%t of casing
nead gas per day, which ié the volume presently autho;ized by
the Federal Power Commission in the temporary ceréifiéate. Itris
‘El Paso's understanding that Shell ﬁill reguire .. a témporary
certifiéate to sell Such'gas-to El Paso; which requesérisra;ref
reQuisiterto El Paso's being able to purchase sanme. |

- _As soon as the agreement with Shell is executeé,_El raso
Qill éffer té ail other prbduoers-who-have eiecuted césinghead
gas‘contracts~with Ei‘Paso an oppoftunity to enﬁer 1néo the

same type of agreement which El Paso has entered into pith

Shell. Aé to such other producers, El»Paso estimates ﬁéo days’

from the date of execution of each additionalagreementéto be tbe
time required to construct the facilities necessary.tbétake casinkg~
head gas from each such other producer. HOwevér, as t@ such othelr
producers, it will be necessary for El Paso to obtainffrom thevl
Hederal Power Commissipn authorizétion to allow E1 Pasé to take
in excess of l0,000;bdb cublc feet of casingiiead gas pér day |

from the Bisti area and, in addition thereto, i1t will Se necessary
tor each producer to obtain a temporary certificate toésell

such casinghead gas to 11 Paso.
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Thanlc you, Mr. Howell. M. Inar.
MR, LOAG I am William R. Loar, r2preseniing Sunray

Midceontinent €1l Coﬁpany. Sunray Midacntﬁﬁent is the chairman
of the Operators! Committee and kEngineering Committee for the
proposed Centrél Risti Unit and the proposed southeast Bisti
Unit.

As we pfeviously repofted to the Commission in December,
the Engineering committee!s study and the Operators! Committee;s
study nas been golng on with subcess. The égreements for the
Central Bisti Unit have been drafted, On January the'16th, 1959,
hese agreemenfs were submitted to the State Iand Office and the
USGS} It is my understanding that on Febfuary 27th, these agrée—
ments ﬁere:forﬁardéd'by the’USéS in Roswell %o washington. Right
now in Washington our people are meeting with the USGES to review
thesé agfeemen%s. On the Southeast Bisti Unit, -the Engineefing
Committeé met January 5th throughj}miand February 2nd thro’gh
Pebruary 6th.j Other meetings are scheduied in the immediate
future.

Sunray Midcontinent in the Central Bisti area ogerates the

(2

Federal "C' lease. The Commissioﬁ has granted us permission to
inject gas,,aﬁd ve are chréﬁtly injecting Zas uhdér;this

'auihority. We believe that the operators in these two areas are
diligent in procéeding for the>formationv0f'units fof secondary

recovery, whié¢h will take care of the casinghead gas problemn.

e request continuance for approximately six months, hocing that
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during this period on¢ ol these unilis will be Tinalized and

1 Pasc concern

=3

we o can work ocut some arrangement with

¢}

arrangement in the area.
MR. PORTER: Anyone else have a statement

Mr. Sperling.

MR. SPERLING: Jim Sperling, appearing for 3British

American 0il Producing Compsny. By way of a progress

British American ‘cpérates thirty-two wells in the Bisti field,

and has recently completed the gas gathering system,

nounced’ as a project in the December, 1958, hearing.

result of the completion of the gathering system, and

tion of ingjection facilities, British American is now

of 95.4 per cent of the total'gas produced from their

that is available either into the Sunray Midcontinent

or by reason of i1ts utilization of the compression facilities, which

went into operation on March the 14th, 95.4 per cent 6f the  total

‘gas produced is going back into the Gallup reservoir.

#MR. PORTER: Anyone else?

MR. SELINGER: Is this just in Bisti, or any other

pool?

MR. PORTER: Any pool up there. This case covers the

entire Sarn Juan Basin.

MR. SELINGER: George Selinger .representing Skelly

01l Company. We were informally elected chairman of

Gzlluy Gas Pool, wnich we haven't official accented, but we {els

ing some i

to make?

revort,

which was afi-
Asia -
“the comple-
disposing
weils, and

LPG Project

this Gallegps-
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someone

should marke a report To the Commission on the Gallegos-

Gallup Pool,
In mid-January, 1358, owerators in the Gallegos-Gallup

field held a meeting to request an Engineering Committee meeting

1
t

be held in larch, 1958, Lo formulate recommended field rules and

¥

regulations for submission to the New Mexico 0il and Gas Conserva

tion Copunission.

=]
o3

This study got under way in May, 1958, and continued throup
July, 1958. In August, Skelly reguested a hearing beforeythe
N.M:O.GQ C.C. to establish a gas-ouil fatio rule for all welis
in thegGallegos—Gallup field which was withdrawn‘by requesﬁ of
some of theé operators and purchasers. ;

In the early .t of September, 1958, an Engineering Sub-
committee was formsd for the purpose of studying increaéed primar;
and sééondafy redovery possibilities through unitizétion._,Since
that time this Subcommittee has mét continuously, - working fivé
days eachpalternaﬁe'wéek, compiling reservoir data.

At the last combined Cperators and Engineering Committeev
meeting held January 28, 1959, the‘Engineering Ccommnittee was

ional data which has since been completedl.

“charged to compile addi
AL this same meeting Skelly was requested to draft unitization -
agreements. These are presently being drafted.

An Operators meeting will be held late in March or early

April to approve the completed asslgnment of the Xngineering

commitbtee and Lo attempy reaching agreement on a basis for

Drapniey - MEIES & ASSOCCIATES
AL L AWw EroRTERS
ALBr2uERQUE New Mexico

Phone CHopel 3-6491
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unitization, prlvided 14 isicons'dored feasible, i

Skelly 0Ll Company has Y ressure, ory gas wells |

from which gasiis being sold o Kl Paéo Mabuvral Gas Products
Company . These sales‘began‘jn February, 1958. All Skelly casing-
head gas acreage in the area is dedicabed to %1 Paso N.G.P.C.
We understand that other operators in the area have also dedicatqd
thelr casingnhead gas to 1l Pédso; however, El Paso is not'taking
any of this gas pending ﬁhe,bﬁtcome of unitization negotiations.

Undef Memo'No. 1-59, iSsuéd-by the 0.C.C. to all operators
of 0il wells in the San JuanEBasin and pertaining tb gas-0il ratio
and vottom hple pfessure tesﬁs, the Gallegos-Gallup Fgeld 1959
test,period is‘duringvﬁardhvaﬁd April Qith“déadline'filing
date of May 10, 1959. |

Now, I also want to call the Commission's attention to
the statement of El'Paso with respect to the difficultieS“they
are having as to tEmQOrary.'oE perm&nen5;ru1e;by;thé FPC in whiceH
they point out that the agreement with Shell is to be executed,
they tope, within the next few aays,'and tﬁat‘following such'
approval, E1 Paso<ﬂili offer ﬁc pther prodﬁcers a éimilar casingiv'
'hegd gas contract, adand that aé?tq such othef producers, Bl Pasc
estimates a hundred and twenty days from the day of the execution
of each additional agreement,:SO it can be seen by the Comﬁissior that
a one hundred'twenty‘days périod of" time is necessary afﬁer
each of the thirty-two opeﬁato%s have been given an opprortunity

to see the congract that 11 Pasp kag jade wibn Shell, and that |

Deasbi ey - MEFr & ASSCCTIATES
Gerivsa, Law REFPORTIRS
ALBUOUERQUE “New MexXico
Phone CHope! 3.6591




w2l CAnckuen s denendent uvon whether Shell and Bl Paso execute

their contract, and that in turn is 180 dependent upon whebher
the FPC will approve a temporary or require a permit, so I want
to point out to the Commission the fact that the gés industry
and the 0il industry isifaCed now with something having to be
qone, required to bhe doga hoping to be done by this date, that it
is all leading up ©o thé FFC's door, and when-ghat time cOmes
- A that the wishes of the industry and the wishes of the state can
be fully complied with,fthat,is dependent ugbnrthe actions of the
Federal ageﬁbf. | |
l-'; ’ ‘ » : ' ' MR. PORTER:l Thapk you, Mr. Selinger. Anyone
élsé have a comment on‘ihe cése? On Mr. Payneis moﬁioh for
contihuancé?; -
| MR. SELINGS?ﬂ /Iywould,like to recommend, Mr. Fdrter
and Mr. Morgan, that this hearing be confihued tokthe July
‘ : ' hearing so that all of fﬁe-informationifrom'all’of the pools
be ﬁadé available to thé COmmiSSioh and iﬁs staff as wéll as
to the industry as a whéle. |
"MR. PAYNE:\;May it please fhe-Commission, in view
of Hr. Nuttef's testimo%y thaﬁ‘all thg gas-o0il ratio‘teéts from | .
~the critical areas willébe in by May 10th, my original motion » . ; +
to continue gntil the Jﬁne_regular nhearing stands. ‘ |
MR, SRLINGER: ir. Porter, it was called to my

attention that in my origzginal 3statement reprorting onthe Gallegosit

SRUERAUE NEW Mexiio
Phone CHapel 2-657}
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Lhe record zhould be corrected Lo read 1 Paso

frodilcis T

gORTER: Iet {hie veé%rd;so show. The Commission
will continue the casce to the reéezgular hearing on Juhe 17th. Ue

aremgbing to take & ten minute recess at this time, after which

we will take upTCaée'1615.

FXXXKXKX XXX

STATE OF NEY MEXICO )

.- ) S8

COUNTY OF BERNALILLO )

I, Joseph 4. Trujillo, Nobary Publié in and for the

i o » : Cbunty of RBernalills, State of New Hexico, do hereby certify thaf

the foregoing and attached Traﬁscript of Hearing»was reported.

>by me in stenotypérand that tﬁc same was reduced>to tyrewritten

transcfiéé by mevand;contains a‘tyue and coffect record of said
hearing, to the ?est of my knowledge{ 'kiil and aviiity.

| ‘DATED this é?th day of March, 195¢, in the City of

Albuquerque, County of Bernalillo, State of New Mexico.

Voie pl A ol e ila
7/ NGTARY PUBLIC (/

My Commission Expires:

Qctober 5, 19560

Dearsy B MEen & Asson:/
fHr L L AW TYE e RS
b MNew Mexio o

" Phone CHapel 36491
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December 21, 1959

Mr. A. L. Porter, Jr., Secretary & Director
New Mexico Oil Conservation Commission

P. O. Box 871

Santa Fe, New Mexico

Re Takes by El Paso Natural Gas Company
of add.tt‘onal volumes of casinghead gas
from ‘the Bisti-Gallup and Gallego§ Gallup
‘Pools, San ]uan County, New Me);_lco

Dear Mr. Porter: _ ' B

A-ThlS lette1 is to confirm my telephone conversatlon ‘with you last Tﬁursday,
December 17, 1959. Iadvised you that we had received 1nformauon upon -

qur return to El Paso which had not been available to us at the tlme ‘'we made

our statement to the Oommlssmn at the December 16th Hearing in whlch we
stated our expectation of completing the Bisti facilities prior to }amiary 1.

We were advised that certain compressor and cooling system components

were not shipped as scheduled. The result of this failure to ship as scheduled
will cause us to be unable to handle additional volumes of Bisti gas unul approxi-
ma‘ely the 15th of January, 1960. i

As shipments are received, construcUon will be 1mmed1ate1y commenced and
facilities will be placed’ into operatlon as construction is completed Under

such procedure, it is poss1b1e that some portion of the gas to be’ handled by the
facilities can be taken prior to the January 15th date. We will incréase our takes
of gas upon the completion of any portion of these facilities which will enable us
to do so, and, will advise you immediately of the lease name and battery locauon
‘from which such increased takes will be obtained.

The conditions discussed above ‘will not affect our completlon of famlmes to

handle Gallegos-Gallup Pool gas. We still expect takes from that pool to commence
“ten days to two weeks after the first of the year, as you were advxsed in our :
statement at the December 16th Hearing.

Yours very truly,

/{ NORMAN WOODRUKF, Manager

Gas Proration Operations
FNW:mgs ;




FRANK O. ELLIOTT
S e BOX FOB e e e
ROSWELL, NEW MEX|CO

P s A 2 o020 December 21, 1959

State of New Mexico
01l Conservation Commi
Box 871 e
Santa Fe, New Mexicq:

isio

Attention: A. L. Porter T o
Re: Commission Order No. R-1k27

Gentlemen;

In regard to our compliance with the above referenceg Order, please

be advised that we have entered into a Contract, dated December 8,
1959, with El Paso Natural Company for the purchase of the cag-
inghead gas produced from our Bisti lease, being the W} Sec. 33, Swh
Sec. 28, Twp. 25N., Rge. 1OW., and in addition have filed an Applica-
tion for Certificate of Public Convenience and Necessity, along with

our Notice of Intention to Invoke Section 157.28 of the "Regulations
under the Natural Gas Act", which is the emergency provision.

Based on the assumption that E1 Paso Natural's»Gathering System will
be in operation on January 1 and that the Federal Power Commission-
timely grants the temporary Certificate, we will pe in position to
cease the flaring of casinghead gas on or before January 1, 1960,

in compliance with the above referenced Comnission Order.

FOB:inc

CC: Emery C. Arnold
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SKELLY OIL COMPANY

TULSA 2, OKLAHOMA

PRODUCTION DEPARTMENT
C. L. BLACKSHER. VICE FRESIDENT December 22, 1959

s

- Re: Jicarilla "B" Lease
Otero-Gallup Oil Pool
Rio Arriba County, New Mexico

ATR - MAIL

Mr, A. 1.. Porter, Jr.

0il Conservation Commission
Post Office Box 871

Santa Fe, New Mexico

Dear Sir:

Crder Ho., R-1237 promulgated “August 13, 1958 as amended
by Order No. R-1237-A, promulgated Cctober 19, 1959, provides that no
casinghead gas should be flared or vented from any well from this field
after August 31, 1958, with certain exceptions. '

Our field office have called this date to advise that on
or about November 29, the compressor:for the lines utilizing the casing-
head gas went out and was down and it was thought that the overhauling
would be a relatively- short periocd of time and is to be reinstalled on
December 23. This compressor was to serve the Jicarilla "B" Lease from
a productive standpoint. The lease could not be shut-in because they
sand up considerably. Consequently they were ailowed Lo be continubed to
be produced. Unfortunately I was out of pocket and our field office was ;
unable to contact me and therefore no one in our organization contacted g
your office, , ;

‘Since certain exceptions 2re permitied Lo the flare and
although none covering this particular instance, -we feel that the circum—
stances justified our action in the matter and since this is an operational
function which we had no particular control and faced with the possibility
of commiting waste both underground and economic that our advising you would
be sufficient %o explain our action during the interim period.-

On our Jicarilla "B!" Lease we have 19 wells of which only 2
wells produce a top allowable and since the majority are sub-margional wells,




Page 2
Mr. A. T. Porter, Jr.

December 2%, 1959

n the mattere. We trust
consideration.

onsidered i

we fesl-is 2n additional factor to be ¢
sufficient for your favorable

that this full explanation is

Yours very truly,

et

Gis/el
_cc: Mr. P. E,»Cosbéf




" BEFORE THE CIL CORSERVATION CO iMIssION
GF TUE $TATE OF NEW _iXICC

IN THE IATTER OF THE IHEARDIG
CALLED BY THE OIL CONSERVATION
CG.. I 15 S5ION OF NEW AEXICG FOR
THE PURFOSE OF COXNSIDERING:

CASE No, 1569
Crder No, R-1427

APPLICATION OF T OIL CON-
SERVATION COLIMIS5IONGN ITS OWN
CMOTION TG CONSIDER THE PRGMUL-
"GATION OF AN ORDER PROHIBITING
TH® FLARING OF CASINGHEAD GA S5
FROM OIL WELLS IN 3AN JUAN, RIO
 ARRIBA, McKINLEY, AND 5ANDOVAL
COUNTIES, NEW MERICO

This cause came 6n for hearing at 9 o'clock a,m, on Decernber 17, 1958,
March 18, 1959, and June 9, 1959, at Santa Fe, New Aexico, before the Oil Con-
: servation: Commission of New Mexico, hereinafter referred to as the "Cammia-
sion," :

NCW, on this D& day of June, 1959, the Comrnission. a quorumn being :
:, nresent having considered the testimony present=d and the exhibit: received
" at sald hearing, and being fully advised in the premises,

EINDS:

(1} That due public notice having been given as required by law, the Com-~
mission has juri sdiction of this cause and the subject matter thereof,

(2) That the evidence presented in: thl“ case conclusively establishes that
“a very cubstantial quantity of cacinghead gas produced from oil wells in San
“Juaan, Rio Arriba, MicKinley, and Sandovai Counties; New »Lenco, ‘is precentiy
' being flared or vented. : ‘

{3) That the evidence presented further indicates that in a number of
“areas in sald Counties the present production of ca:singhead gas is relatively
small, and it iz neither economically feasible to gather thic gas nor to reinject
it, '

(4} That the evidence presented further indicates that in certain other
‘areas in sald Counties a large percentage of the produced ca<inghead ga~ i=
‘necesgary for the operation and maintenance of the leaser,
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Case No, 1569 ,
Order No, R-1427

(5) That there s no necescity at the przsent time for the promulgation
of an order prohibiting the flaring or venting of casinghead gas in any areas
in said Countlies other than the Gallegos-Gallup Cil ool and the Bisti-Lower
Gallup Oil »col,

(6} That there is a definite need for the promulgation of an order pro-
hibiting the flaring or venting of casinghead gas in the Giallegos-Gallup Cil
- Pool and the Bisti-Lower Gallup Gil #ocl, s0 as to eliminate what is clearly
preventable waste.

“{7) That operators in the Gallegos-Gallup Cil:’ool and the Bisti-Lower -
“Gallup Oil 700} have been met with certain delays in their efforts to make L
beneficial uce of the produced casinghead gas, and therefore, in order to pro-
“vide them sufficient time to procure sales for, or beneficial dispocition of, such
casinghead gas, any order prohibiting the flaring or venting of g¢ < in the :
' Gallegos-Gallup Cil Fool and the Bistx-Lcwer Gallup Oil Yool should be eifec— o
“tive December 31, 1959,

(3) That every newly completed well in =zald Pools should be given
ninety day: toc rnake beneficial use of the produced casinghead gas,

IT 13 THEQEFORE ORDERED

~ That except when authorized by or pursuant to the following provisions
of this order, no casinghead gac shall be flared or vented from aany well in the
Gallegos-Gallup Gil ool and the Bicti-Lower Gallup 01l ool after: Decefnber 31,
1959; provided however, that any well completed in saild pools after
.September 30, 1959, shall be given ninety day* in which to make benefi cial use
of the produced casinghead gas, .

Any operator who desires to obtain an exception to the foregoing provi-
sions of this order rhall rubmit to the Secretary-Diréctor an application for
such exception with a statement cetting forth the fact: and circumstences justi<
fying such exception, The tecretary-Director is hereby authorized to grant
such an exception if he determines that the grantlng of the exceptioni: reazon- .
ably necessary to prevent waste or to preventi uadue hardship oa the applicant,
If the Secretary-Director declines to grant administrative approval of the
requested exception, the matter shall be =et for hearing if the operator ~o
- requests,

The flaring or venting of ca:inghead gar from any well in violation of
any provicion of thi: order will re ult in ~u pension of any further allowable
for said well, -




Case No, 1569
Order Mo, R-1427

"DONE at Santa Fe, Neys “lexico, on the day and year hereinabove

- designated,

vera/

STATE OF NEW IEXICCG
OIL CONSERVATION COMMIS3SION

JOHN DURROUGHS, Chairman

MURRAY E, IORGAN, ~iember

VD 4
A. L, PORTER, Ir,, Member & Secretary




Ol CONSE RVA TION COM\M S1ON

T BOX B/

SANTA FF. NEW MEXICO

Junuary 30, 1759

MEIMORANDUM

TC All Gperrtors of oll welis in the Zecrito-Gallup
i:i) Fool, 5an Juan County, New MMexico

FROM A, L, ':“ornr,'.!r.. Secretary - Director

SUBJECT, Gas -oil ratic tests ia the Escrito- Gallay otk iasl

This is to -dvin that throngh inadvertsace, the eerito-
G‘u:r Gl Feel, San Juas County, New IMdexico, was cmitted {roin the 1959
Gas-CLl Ratie Test Schedule as was p-bu.m by © ammisation ‘v{emoru)dnfn
He, 1-99, dated Jaasary 19, 1959,

- The test schedule {s hereby ameaded te Include the Tserite-
Galinp Cil Pool. The gas-oil ratlo limit for the pool ts 2,040 cubic feet of
g8s per barzel of eil preduced. The 1959 test pericd for the :oul shsil be
March and Aprii, and .u tast results will be due May 16, 1939, ,

The provisions of ‘-icmo Ne, 1~ 59 nlaun; to bott. fi-hole

pnunn tests shall aiso apply to the &scﬂto-blll;,: vkl icool,

Dby . . . o THIS MEMO HAS SENT 1.

Fastern Petr, Co., lst linti, v ok
PPan American,; Box <7, Vot o
Southern Union, DBos 707, Y sl
Standard Cjl, Box 153, 0~ .. ' =«
QCC, Aztec




- . PBEFORE THE
011, GONSERVATION COMMISSTON
- SANTA FE, NEW MEXICO

IN THE MATTER OF:

GASE 1569

TRANSCRIPT OF HEARING

imm 9, 1959

DEARNLEY - MEIER. & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE NEgw MEXICO
Phone CHapel 3-6691




' ' BIFORE THE

i aw b .. _OTlL, CONSERVATION COMMISSION . .
‘ | SANTA FE, NEW MEXICO :

JUNE 9, 1659

IN THE MATTER OF:

Mr. A. L. Porter
. Mr. Murray Morgan
Gov. John ‘Burroughs

at this time.

CASE 1569 In the matter of the hearing called by the
0il Conservation Cormission on its own mo-~_ :
tion to consider the promulgation of an :
order prohibiting the flaring of caslnghead :
gas from olil wells in San Juan, Rio Arriba,
McKinley and Sandoval Counties, New Mexico. :

leum Corporation. We may have testimony 1n this case.

- e an e

PTRANSGRIPT 0F PROCEEDINGS

—_— em e e e —— e e e e— — —_— - — e et el e e e - e

MR. PORTER: At this tirﬁe’ ué will take up ca‘se 1569,

MR. PAYNE: Case 156S. TIn the matter of the hearing
.called by the Cil Conservation Commission on its oﬁn motion to
considér the,promulgation of‘an‘order.prohibiting the flafing of’
‘casinghead gas from oii wellskin San Jﬁan,'Rié Arriba;-McKinley?
and Sandoval Céunties, New Mexico.  We have one witness;Mr.Nutter

MR. PORTER: I would like to have other appearances ' 1

MR. NEWMAN: Kirk Neuwman of Roswell, ¥New Mexico, and

Guy Buell of Fort Worth, Texas, representing Pan American Petro-

GENERAL LAW REFORTERS

Phone CHopel 3-8591}

DEARNLEY - MEIER & ASSOCIATES

ALBUQUERQUE. NEW MxiCo




MR. YHITE: Charles Wni te of Gilbert, White & Giibert

Santa Fe, New Mexico, appeaving on b°half of Sunray Mid- -Continent

01l Company, and T have assoo:ated

with me Bil1 Loar: of Tulsa,
Oklahoma .

MR. SPERLING:

J E Spevling, Modra1l Seymour,

Speriing, Roehl & Hérrié, Albuquerque, New Mexico, appearing on

behalf of Britlsh American 0il Produ01ng Company

‘MR. KELLAHIN Jason Kellahln, Wellahin & Fox, Santa'L

T . I
Fe, NEW«Mexico, reppesenting Standard 011 Company of Texas, and

Amerada Petroleunm Corporation. I have assoclated Wwith me Mr. H

D. Busnnell -of "the Oklahoma bar rep"esenulng Amerada.,

MR. PORTER Mr Bratton.‘

MR. BRATTON: Howard Bratton, appearing on behalf of

Humble 0il and Refining Company

MR. SPANN: Chaples C Spann of Grantham, Spann &

veppesenting Phillips Petroleum Company and E1 Paso
‘Natueal Gas Products, .

Sanchez,

MR. PORTER: Mpr. Payne,.would you have the Conmi ssioi

witness sworn, please?

(Witness sworn)

DANTEL S. NUTTHR,

called as a witness having been first;duly sworn, testifieqd as

DEarRNLEY . Mrien & Assocm‘rss

GENEHAL Law Hepow “TERS
ALBUQUERQUE Nih W Mexico
Phone CHopel 3-849}




follows:

”stiééCT EXAMINATION

BY MR. PAYNE: |

Q  Will the witness please state his name<and positioﬁ?

3 Daniel 8. Nutter, chief engineer for the New Mexico
0il Conservation Commission.

Q Are you the same Daniel S. Nutter who testified in
Case No. 1569 in becember of 1§58, and»in March of 1959?

“A - Yes, 1 am.‘

Q | Mr. Nﬁtﬁer, éfe‘you generaily familiar with cOpdifibds

regarding procduction in Northwest New Mexico?

A ~ Yes, sir.

Q  Both oil aﬁd gas?

A Yes.

Q Now, . specifically, Mr. Nhttér,‘haﬁe you made a récent

study of casinghead gas production in ﬁhe San Juan Basin?
| A Itve made a study of casinghead gaé(produdtiop in

portions of San ‘Juan Basin. |

Q Now, why did you restrict your study to certain
areas, Mf. Nutter?

A It will;bé recalled that at the hearing in December
of 1958, we had certain areas marked on this Exhibif’and 1abeled 
as areas "A" througn "p."

Q Thatts Commission's Exnibit 17

DEARNILEY - MEIER & ASSOCIATES
GEMERAL LAW REPORTERS °
ALBUQUERQUE. NEW MEXICO
Phone CHopel 3-6691
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of "the December Hearing, I suggested thathertéin of %hesevareas
be deleted from further study. Those areas that I ‘aljéggés’ted‘ be
deletéd from further study have not beenAconsideped iﬁ prepara-
tion for this hearing today.
Q Now, would you run ﬁhrough those areas tﬁét you pro-

pose be deleted from further considefation?

| :A Yes, sir; In December I recommended tie t area ™",
the Verde-Gallup Pool in San Juan C;unty,'NEW Mexicg,ibe deleted

from further studj; I recommended that area "B," the Horseshoe-

fGailup Pool, be deleted; area "C," the Chimney Rock Pool; area

"M" belng two Pictured Cliffs welis in Township 26 Noﬁth, Range
3'West§' I recommehded that area "K,“ being two Wellsflocated
in Townéhip 25 North, Range S West, be excluded. Area "N" is

a pool where the casinghead gas is sold, it is 1abele& with
little greenvwelléron the Exhibit,,it WaS»hot neéessaﬁy for
fufﬁher‘consideration. Area “P,ﬁ the Otero-Gallup Poél,’has

a market-for its casingheadyé&s ana:was'deléted from fufther
study also. | o ; :

Q A1l fight, sir. Now, before going‘inﬁé &etéil,
can you give the Commisslon the figure as to the presént»total
gas producfion in the areas that are under consideration? That
is, the other areas in the San Juan Basin that you have just ex-

cluded?

DEARNLEY - MEtER & ASSOCIATES
GENERAL LAW REPORTEHS
ALBUQUERQUE. NEW MEXICO
Phone CHapel 3-6691

‘A This was Exhibit 1 in Case 1569.. And at the time |




A T don!t have an actual total for all of the areas., |

"Miméowﬂé;émﬁéééiéwfbr"théﬂindg;idual areas, however.
Q © 411 right, sir. YWe can go through them subsequently
and then add them up.
a “Yes, sir.
Q All right. WNow, referring to what will be deéignated
as Exhibit 2, Commission's Exhibit 2, would you refer to area
II.D?n ( ‘ ‘
A Area "D.“
Q ‘Explain ﬁo the Commission what that is and what the
colors depict and ébAforth.
A : Area>"D“,Aon ExﬁiﬁiffZ, ‘on what has beén marked as
.»Exhibit 2, is the Gallegos-Gallup Pool. It is circled in red and
labeled as Area "D." |
| er‘ All right, sir, can-you tell the Commission how much
casinghead gas is being produced in that érea?
A Yes, sir. An estimate of casinghead gas production
‘for the mont of June 1s nine million three hundred eight'thduéand

cubic feet of gas.

Q Now, would you tell them how much of that .gas is belng

uséd on the lease?

A h It is impossible to tell from the statistical repbrt
that our calecuiating machine in the basement ran on the Gallegos-
Gallup Pool just how much gas is being used on the lease. If we

are to believe what bthis calculating machine gave as the fligure,

DEARNLEY - MEIER & ASSOCIATES
GeNERAL Law REPORTZRS
ALBUQUERQUE. NEw MEXiCO
Phone CHopel 3-6691




" wé come up with a ridiculously low amount of gas which I am sure
is not correct. The total dmount of gas which is being used on
the lease, according to the C-=115ts which were filed, amounts to
768 MCFts during the month of April. I firmly believe that more
gas than this is necessary for the operation of a pool that size,

and I note that only a few operators seem to be using gas on the

lease.
Q All right, sir. Now, --
A So this figupe I don't believe is realistic.
Q Do you know how mhch has been sold, if any?
A Yes, using the gas;oil fatios which we ‘have recently

obtained in these pools, and applying thst to the wells that have
comnections, I find that approximately two million two hundred and
four thousand cubic feet of gas willl be s0ld in the Gallegos-

Gallup during the month of June.

Q Now, taking into consideration the fact that you cantt

deﬁermine exactly{how muph‘gas is being used on the lease, what is
your estimate, your best estimate; as to the amount of gas that is
now being vented in this area?

A The rémaiﬁder of the gas thatt's not solé presumably
is being used on the lease or rented, and I think the bulk.of the
gas 1is being vented, and that figure comes to apovroximately seven
million one hundred four thousand cubic feet.

Q All right, do you have anything further in regard to

area '"'D?"

DEARNLEY - MEIER & ASSOTIATES
° GEMNERAL (AW MEFLRTERS
ALBUQUERGUE. New Mexico

Phone CHopel 3-6691




“fhese figures for me, and actual production during the month of

was, I am sure.

- this 1s the British Ameriéan propei‘ties described as the Doﬂtheit,

A Yes, sir. As I stated, the tabulating machine had ru

April in that pool was eight million two hundred sixty-five thou-
sand cubic feet. Actual éales wer2s one million iwo hundred ninety
thousand, 1éaving a balanée fof flare or lease u%e of six million
nine hundred and seventy-%ive thousand. As we stated, this hundre
and sixty-eigﬁﬁ‘MCF that ;as reported for lease use is probably
small, so not all of this six million nine hundpéd and seventy-

five thousand was actuall& flared, but a large pércentage of ‘it

Q A1l & gnt. ﬁbw, réfer to afea "E,“?Mr. Nutter, and
‘explain to the Comm1331on what that dépicts. fgi
A _Area UEN is that portion of the Blstl Pool -which we
defined in the first nearing on this case as thesNortn Bisti area.
It lies prineipally in Townshlp 26 North, Range 13 West. This

area, as you'll note from Exhlbit 2, has a portion shaded in green]

Salgee, and Marye leases.i British—American curréntly is gatherihg
the casinghead gas that 13 produced on those three 1ocations and
inJecting it on their BPltlSh American, Douthein "B“ No. 5 Well
for repressuringvln the Bisti formation. The red wells, pf area
"EY  gpe the wells for which no benefidial use, éxcept a portion
of the gas is being used bn the lease, ‘but otherﬁise no beneficial]
use is made of the gas. k

Q Thatts true @ith the red dots on the entire Exhibit,

-
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is it not, Mr. Nutter?

A The red dots on the entire Exhibit are wells fov waich

no market or injection use is made of the gas; the blue dots are
wells for which we have no good GOR's; the yellow dots are wells
which on the GOR test came TSTM, the gas too small to measure.

Q K11 right. Now, can you tell the Commission how much

‘gas is préduCéd in area "E?"

A Yes. Estimating the prbdﬁétiOn for aréa-“E;" by ﬁse
~of the new GOR tests, we find that during the month of June we

‘ ééh;expect?ﬁﬁo miilion five’hﬁndféa’éighty-eight thousand cubic
feet of gas to be“produced. It is estimated that one million five
' hundred’seventy-five thoﬁsana'cubic_feet sill'ge reiﬂjectgd into
the formation,rlea§ing one millibn thirteen thousand for leése use
or flare.

Q Do you have & figure on the amount that is being used

" on the lease?

A " No, sir, I dontt.
Q What percentage would you estimate that it would be?
A The Bisti Pool as a whole in the month of April,

6peratbrs reported thaf'S.j percent of the gas thaﬁ ﬁas produced
~ was belng uséd‘dnvthe lease. | |

8] Do you have anything further in regard to area "g,"
Mr. Nutter? |

A Yo, sir.

Q All right. Refer now to area "F."

Y
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A Area "F" is the area that W?_é??i%?d as the North Qé"._dw,4“
"fﬁr&ifﬁb%%iaﬁwéfﬂéheNéiégiwféﬁi: iit 2lso has an area shaded in
iééééﬁ; This is Sunra§ Mid-Continent 0i1'Compaﬁy's Federal "g"
1?5i5£§§}" At the present time the gas is béing gﬁthered from the
| ‘Pederal o' lease and injecued‘iﬁto the Sunray Mid-Continent Fed-
eral "C" Well No. 18 to repressure the Bisti férmation. The rest
of the area is covered by wells which are deéigﬁated wifh réd’dots,
indicating that they have no market or injectiéﬁ use pf’the gas.

Q Do you have thgytotal_figﬁre“oﬁ thé amount - of gas
being produced from this area?

| A Yes, area "F" is the largest area of the four ‘areas
in the Bisti Pool. It is estimated thét'dhringiihé month of June
there will be thiftgen million ‘seven hundred and seventy thousand
cubié feet of gas produced in area "F." |

Q Now, how much is injééted?

A Tt is estimated that two milllion nine hundred fifty
thousand cubic feet of gas will be reinjectgé into the formation.’

QA’ " Is any gas from this area Eeing sold?

A No, sir. I{ll'take that back. Théré was six hundred
twenty-nine cubic, or MCF of gas sold to the Toroﬁto Pipe Tine Cou-
pany during the month of Aéril. If any gas is»solﬁ, it is a very
insignificant quantity. | '

Q Do you have an estimate as to the amoﬁnt of gas that
is utilized on the -leases?

A As T stated, there will be thirteen million seven
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hundred sevehty thousand feet produced. There will be two milliog

B S

nine hundred fifty thousand reet injected, leaving for lease use
or flare, ten millién eight hundred gwenty thousand cuﬁic feet of
gas. | | |

Q What pércentage of that figu:e do you estimate can
be used on the”léésés? 1 k |

A I sfili go by this 5.5 pércent; which is £he’1ease

use production figure reported in April.

Qe Do;yOuéhave anything elsé in. regard to areé "ot
A No, sir.
- Q Please refer now to»areaf"G" and exﬁlain tb the Com-

mission vhat that*dé%icts.

A Area’"G? {5 what we defined as bhe SOuth‘CéntPal'por-'
tion of the Blati Pobl, and all of the wells in this area are red
.with’the‘éxception 6? three wells which reported négligible amountls

of gas and are labeléd in yellow.

Q What is%fhe total amounﬁéqf gas produced in the area?
| | . N ‘
A It is estimated thatfdupﬁng the month, eight million

two hundred fifty-eiéht thousand cubic of gas will be pﬁoduced in

area "g."

Q Is theré any gés in this %ﬁea being sold?

A ¥No, sir; | ”

Q What iséthe total amount being vented or used on the
leases? ‘ |

A Eight million tWO>hundred%fifty~two feet estimated.
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_ Q And your estimate of the lease use would be a%out the
5.5 percengialso?
A Yes.
Q wa: is any injection taking place in this area at alfl?
A No, sir.
Q Do you have anything else in regard to area "G?"
A No, sir.
Q Please refer now to aves MH."
A Area "H" is the area that we defined in December as
the south’ end of the Bisti Pool-and has a sprinkling of wells in
the northwestern péption of the béllodnvand séattefed welis in the
southern bortionfof the baiioon.
- Q Now, how much gas is being produced from this area?
A It is eétiﬁated that area "H" will prodice one millich

two hundred thirty-one thousand cubic feet of gas in June.

Q Is any of this gas being s01d?

‘A Nb, sir.

Q Is any of it being reinjected?

A No, sir.

Q S0, the total amount is either ventedjor used on the
lease? |

A Yes, one million fwo hundred thirty-one thousand feet

Q Do you have anything further in regard to this area?

A No, sir.

Q

Please reféer vhen, to area "I."
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[FORNRNIY ST

LA Area "I'" is an area of, 1n December we recommended be
@bns%deped for further study. At that time it was estimatéd six
hund}ed nineteen MCF of gas was belng produced each day.

@ What pool is this, Mr. Nutter?

. A This is the Escrito-Gallup 0il Pool and the immediate
viciéity surrounding that pool. Under the new GOR tests that we
| have% it ié estimated that six hundred seventy-four MCF of gas will
be péoduced per day on this area.

% Q Is there any sale fdr ﬁhét'gas?

§

‘ A No, there is not. This is a peculiar érea. I would
1ike%to call the Commissiont's attention to thc fact that ﬁhere are
two éells in Section 26, both of which haVe'hiéh gas-oll ratios.
The;é is another =-- they are labeled in red -~ there is another
well,%in Section 2i which is labeled in blue. This is the Val Reejse
well énd was potentialled in the 6311Up7fcrmation for one miliion
eight%hundred sixty-seven thousand cubic feetlof gas pef day. The
well is currently shut in. T don't believe it has ever been pro-
dﬁéed% It's-fhe closest, or these two wells ﬁhat produce with hign
ratioé are quite close to this one blue well on the Exhibit. Now,
ift -this blue well were a gas welliand-had a connection,,it would

mean extending lines only a mlile to gather the gas from the two

high natio oil wells. However, this is probably a situvation simi-

lar tq what we had in the Angels Peak-Gallup 0i1 Pool where we
could@'t call this a gas well, we would have to classify it as an

oll weﬁl. It is vprobably one of those gas cap situations in the

Gallup%formation, so I think all I can say is tlm t youtve got three

¥
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wells within a mile or mile and a half from cach other which could

be clgs;ified as high ratio oil wells. The rest of the wells in
the area produce relatively small amounts of gas. As I said, it
was one of those areas that we recommended be deferred for further
study, and the only thing I can see about 1t right now, unless you
have a line in the immediate vicinity to gather the gas, it is
golng to be uneconomic to put thi§<gas to any hreneficial use 1inso-
far as the market is concerned. Now, there is a very good possi-
bility that reihjection of the gas into the formation might help
in thére.gnl‘th{nk that any bﬁder'iSSued;'as awfesult of this

'heafing;_should‘cqntemplate evéh further study on»this pool to de-

termiﬁe‘thé'feaSibiIity'of doing something with this gas. However,

I don't think a market Ls exactly the answer right now.

| Q A1l right, sir, ANow, refer ==

MR; PORTER: Mr. Payne, I have one question at this

point. I missed a figure there, Mr. Nutter. \You said ﬁhe~1ast
time you“récommended this area for further study, and at that time
you gave six hundred nineteén MﬁF?
A Yes, and now it is sixihundred seventy-four.

MR. PORTERf Tnank you. |
Q k(By Mr. Payne) Now, referring to area "J," Mr. Nuttepr
- will you explain what that is? “ ‘

A Yes. Area "J," at the time of the last hearing, had

.two wells, being located in Section 28 and Section 3. Those two

wells, at the time of the last hearing, had an estimated production

s
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“of five hundred ninety-eight MCF of gas per day. NoW, we have a

been drilled and arentt included in the extensions ri%ht now,

no~-flare ‘order -=-

Q what pool is this, by the way?

A In the Otero-Gallup area. e have 2 no-flare order
prohiblting the rlaring of gas in the Otero-Gallup pfoi; I should
mention this: We have three pools in the San Juan Bésin for which

_ P .

no-flare orders have been promulgated. The Argels Pe%k-Gailup
Pool, the South Blanco-Toleito Pool, and the Otero=Gallép Pool.
Now, area "J" is goling to -- the problem in area "J" ES“going to
solve itself by itself by extension of the pool. The?two wells
that we wer§ discussing in December and included in area "3 are
inéludedxin a'proposed eﬁtensibn for the Otero—Géllﬁp%Pool that
is on the docket for this same hearing. There are al%o several
other new wells in the area that will be included in %he proposed

extensions, and also two or three wells that have Ver§ recently‘x

There is a possibilityf%hat the Commission!s order 1n§proh1biting
the’flaring'of gas in therotero—Gallup‘Pooi would alsé extehd oée
mile outSidé the boundaries of the pool. Most of the%Commission's
pool rules do cover and are a mile away. &

Q Woﬁld the extension over this pool adtom?ticélly take
care of wells Qithin that apeaé

A Xés, it would.

Q Would they automatically have a market? ?I realize

they are not ailowed to flare, but would they necessafily have a
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market?

, ’\ _ They wouldn'i necessarily have a market.. but thare -
are marketing facilities in the arvea. It might take compression
or some other facilities to put the gas in the lines, but the
lines are there and avallable, and the gas is there.

' . Q Now,”ifﬂI_undegstand your testimony correctly, Mr..
Nutter; this area could also be eliminated from further considera-
tion since the no-flare‘ordev‘ig»probably in efféqt in the pool
aqd will take care of the sitwmtion?

A I thihk this situation is solving itseif, yés;
Qo A1l right. Please refer now to area "L and explain
to the Commission what that is.

A Area;ﬁL",ih December, was a wildeat area in which
Skelly 0il Company has three Dakota wells. In December I stated
that ap§PCXimatelyftw6 hundred seventy—thrée MCF of gas was being
produced per day. Mr. Selinger pointed out that only about half
of that gas was being prbduced, and thé new GOR tésts could re-
flect that fact. It is estimated that only one hundred thirty-.
five MCF per day is being prqducedrintarea "M at the pres nt 
time. I reéommehdithat ahy order issuéd as a result of this hear-
ing dismiss ares "ﬁ" from‘any:further>study;‘ It is not proifit-
ablertb compresé gas when there is only one hundred thirty-five
MCF available, |

Q All right, Mr. Nutter. Referring now to area "D"
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to this pool?

A There are facilities nearby which can handle the
gas produced in area "D." As we stated previously, there-are a
couple of obstacles in the way which prohibit the immedlate
marketing of the gas. Howe&er, I wduld;recommend that the Com~
migsion, in considering area "D," as a fesult of this hearing,
issue an ordeprprohiﬁiting the flaring of gas in area "D" effec-
tive one hﬁndreé“and twenty days after the issuance of the order.

Q A1l right, sir. Now, referring to area ntpon R n
"g" and "H," y@u.may treat them either as a whole or sepafately,
if you‘w’ish; that belng the Bisti Lower-Gallup Pool. hat would

you recommend in that area or those areas?

A Where making any actual recormmendation there, I

would like to point out that my estimatéd gas production‘in the

Bisti for the four areas totals twenty-five million eight hundred

forty-seven thousand cubic feet of gas per déy.'ﬁIt‘is estimated'
that four milliOn_fivé huhdréd twenty-five thouéénd‘feet of that
gas will be injected in June. It is esﬁimated that oﬁe millidh
fourvhundred‘twenty?ohé thousand cubic feet of gas will be used
on the lease. It is estimated that?ninéteen’miilion nine hundred
and one cubic feet of gas per day will be flared. The actual
figures for the month of April are as follows: There was seven

hundred nineteen thousand three hundred and twenty-two MCF pro-
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duced during the month. There was thirty-nine thousaﬁd five
hundred and forty-eight MCF of gas used on the lease. There were

six hundred and twenty-nine MCF of gas sold to Toronto Pipe Line.

|- ThHere was one hundred fifty thousand seven hundred and eighty~-six

MCF of gas injected into the reservoir. There was flared five =
hundred twenty-eight thousand three hundred and fifty-nine MCF
of gas, cr an average of seventeen million six hundred and twelve

MCP per day, seventeen million six hundred twelve cubic feet'pér

“day.

Q Now, Mr. Nubter, in area "F," there in the Bisti,
Sunray MidFContinent pil Company aﬁd British American 0il Pro=-
ducing Company'haQe just recently been granted éuthorization for
aﬁ LPG gas injection project, have they not, which will take care

of sdme of this?

A "Yes, sir. That amount of gas is deducted from the
estimate there for the two authorized gas injection projects,"
the British American project over on their Doutheit "B" 5, and

the Sunfhy project in the Federal "C" 18.

o

%

T am talking about the two further injection pro-

Jects.

A Well, British American received authovization from
the Commission to convert two wells to water injection. Those

wells are located in Sections 1 and 12, of 25, 13. In aédition,
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" Sunray Mic-Continent received authorization:-to converi, I believe
it was six wells, to LPG injection, and five or six addifional
wells to gas injectlon on their proposed central Bisti unit.

T have that unit outlined in green right here, and these
red wells in this little area that is outlined with the dotted
green line presumably will not be flaring their gas any more
as soon as this injection program gets‘pnder way.

Q A1l right, sir. What would you recommend to the
Cormission, then, in regard to area "I?" ‘ 4

A Well, as I stated awhile ago, I think'thatﬂéhe
order that the Comilssion entérs, if they do enter an order in
this case in the near future, should require that'aréé I pe
given detailed sﬁudy-by éomeone, an engineering committee fog
thé pool, or further study by the Commission staff. I £hink
preferably it should be a pool operatorst committee, to consider
the feasibility of doiﬁg something with this gas. As I stated,
I don't think that marketing is the answer right now, but dog--
gone it, if it is put in the»resevvoir, it is going to be there

if the market does become available.’

Q Your recormendations as to area "J" and "L" is

that --
A Yes, sir, and area "L" be dismissed from further

consideration and also "J" because it 1is taken care of by the
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Q

L

So, sumaing up your récommendations then, is this
correct, you propose that areas "D," "E," "p," "g," and "H,"
that a no-flare order be entered effective one hundred twenty
days from the date of the order?

A T would recommend that an order be entered in this
case and that avea "D" be covered by that order prohibiting the
flare of gas'oné hundred twenty days after the effective day of
the order, wnich would be the date of its issuance. Also, thét
the Bisti Pool, being areas "E," '"F," "G" and "H" be included |
iﬁ‘that ofder and prohibit the flare of éaé iﬁ that,p001 one

hundred twenty days after the order.

Q- And further study be given to area "I?"
A And further study be given to area "I."
Q Now, in your opinion, Mr. Nutter, are your recommen-

 dations in the interesﬁ of conservation?
A T think so, yes, sir.
Q Now, do you have a figure on the total gas produc-
"tion in the five areas that you propose that the snut-in order

apply to, or the no-~flare order?

A Yes, sir. The five areas "D," "g," "p W 'g," and

"H," it 1s estimated in the month of June will produce thirty-
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five million one hundfed and fifty~five cublc feet of gas. It
ls estimated that the amount of gas that is used on the lease,
or flared, will total twenty-eight million four hundred twenty-
six MCPF, fwenty-eight million four hundred btwen*y-gix cubic feet

of gas.

Q Now, what is your estimate again as to the amount

that would be used on the lease?

A ~As T stated, we don't have a realistic figure to
usé\in'the,Galleges area, so I have to lump this in a group and

say used on the lease or flared.

~

Q Now, did you compute these figures, Mr. Nutter?

A These figures were computed from the gas-oil ratio

testsvthat were taken during the monthsof March and April of
this year, and assuming_that—fhe wells canvmake their allowaﬁle,
we tdokfthe gas-oil ratio times'the:ailowable and calculated
each wéll, the amount of gas that would be produced, and then

‘totaled it up for each of the areas.

4

9 And this total figure 1s the amount of gas that

will be produced incidental to the production of o0il wells?

A o Tnat¥s plght.,

Juda e
i

<

Q Has the Exhibit nrepaved by you or under your super-

vision, Mr. Nutter?

21
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A Yes.

IR PAYNE: 1 move at tais & ~the A
of Exnibit 2 into evidence.
MR. PORTEﬁ:[ﬂithout’objection, Commissiont's Exhibit
2 will be admitted inbo fhe record.
MR. PAYNE: The t concludes the direct examination
o% this witness.
, fﬁ?. PORTER: MP.'Nutﬁer, were your allowable figpresv
based;op_thé'June proration schedule? o
&£ - Yes.
MR. PORTER: And does gha£ schedule r’efle‘ct the
latest gas-oil ratio’tests? |
A ‘Yes, sir, on all’of the wells for which the tests
have béén completed. | |
MR. PORTER: A}zyone have a question of Mr. Nutter?

‘No questions of the witness, he may be excﬁged.'

(itness excused)
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MR. PORTER: Anyone desire to present testimony?

MR. BUELL: May it please the Commission, Guy Buell

for Pan American Petroleum Ccrporation. Our testimony relates onl&

to the Escrito-Gallup Pool. I believe there are only two of us
operators here who are in that pool. The others here are interested
in making statements on the other @ool. We can put oﬁ our testi-
mony now, cr the Commission may want to hear thelr statements priop

to our testimony. There are oniy two of us from Eserito here.

T

MR. PORTER: I believe we will proceed with the testi

(¢

mony’at thié time, Hr. Buell, and entertéin‘statements at'the clos
of the hearing. |

MR. BUELL: All right, sir.

" | ) | (wifness sworn)

MR. BUELL: May it please the‘CQmmission, i might say

at the outset that I don't feel that our testimony and evidence

will be in conflict with Mr. Nuiterts presentation. As I see it,

he made more or less of a regional study and fedommended that
Escrito be looked-at as specificallj as we have so looked.

| CHARLES R. MARSHALL,» |
called as a witness} haﬁing-been fifst duly éworﬁ;‘testified as
£011 ows:

| DIRECT EXAMINATION “ | ,
~ BY MR. BUELL:

v

Q State your name, by whom you are employed, piease, Mrl.

Marshall,
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A My name is Cherles R. Marshall. I am employed with

Pan American Pétroleum Corporation in Farmington, New Mexico.
=

Q You are a petroleum engineer?

A Yes, sir.

Q Have’ydu'testified at prior Commission hearings®?

A Yes, sir.

Q Are your qualifications a matter of public record?
A <>~ Yes, sir, fhe& are. |

MR. PORTER: They are acceptaple.

Q I direct your attention»ﬁo whaﬁ'has been mavrked as
Pan Americaq's<Exhibit No. 1, Mp. Marshall. What is that Exhibit?

A ,Exhibif 1lis a fegionél»mgp éf’a portion of the San
Juan Basin'én which I have located the Escrito~Gallup Field, out~
lined the legal field limits in red pnrthe lower left-hand corner
‘of the map.

Q How many producing wells are within the horizontal

1limits of the Escrito Pool?

A There are eight producing wells within the horizontal

| limits of the Eserito Field.

Q Would you name the operators and the number of-wells
;Ehat_each-operates?
| A Standard 0il Company of Texas operates four wells in
the Fleld; Southern Union Gas Company operates one well; ‘Eastern
Petroleum Company one well, and Pan American two wells.

]

Q A1l right, sir. I notice, looking at your Exhibit 1,
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Mr. MafShall, that immediately outside the horizontal limits there

are two\wells, one in Section 1¢, and one in Section 20. Ts that |

correct? !
[

A Yes, sir, these are two Gallup %ells, {

Q And looking at the Commigsion's Exhibit Wo. 3, pre- .

pared here today, and the area designated on that Exhiblt as "r,"
I believe Mr. Nutter included those two wells in his area "y," gid
he not?

A Yés,‘sirt

8] Did you'iﬁclﬁde those two wells in the scope of your

study and evalunation?

) I’included-the_well in Section 20 in my study, and
ﬁot the well in 19. My~s§ﬂdY‘was yordéﬁérmine the economic’feési-
bjlity‘of constructihg a gas gathering, casing he;d gas gatheping
system; and compreséing ﬁﬁat‘gas and»delivering it to a high pres-
éure 1ine. The reason thét vwell in Section 1¢ was not considered
is thsat in accordance with the operatorts report all of the gas
wnich is presently being produced from this well is being utilized
on tﬁe 1ea3e,‘andéconsequently,as there would not be any gas availt
able at that well, then it would be naturally expensive to exteﬁd the
sYstem to include it. Ingorder to give it a more favorable pictur&,
it was not included in the study. |

Q As a result 6f your study and evaluatio;; Mr. Marshall,

let me first ask you, in your opinion, will it be economic to gather

and compress this‘Casinghéad gas for sale?
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“tion, that present operations in this field continue, and that no

additional investment or‘operating expense is required. Under that

A No, sir, it will noéb.

Q _In your opinion, will iy be economic to gathev and
compress this casinghead gas for injection?
A Ne, sir.

Q

“

What are we looking at here in the way of a reservolr,
Mr. Marshall? UWhat stage of depletion is the Escrito-Gallup Pool |
in?

A The reservoir is in a very advanced stage of depletion.
The average production from the eight wells in the field is, I pe-
lieve, approximately 13 barrels of oil per day. The field is in
whst we might term the stripper stage.
| Q

v

Mr. Marshall. I want you to assume, for the purpose of this ques~

agsumption, let me ask you, will these wells in the Escrito—Gallup
Pool be profitable wells?

A In regard to Pan Americants two wells, it is my opin-

ion that neither of these wells will even pay out the cost of drill-

ing. In regard to the remaihing wells, it is also my opinion that

average well in the field will not pay out, or pay out the cost of
drilling.
Q And ‘your answer to that question 1is with the assump-

o

tion in mind that no. additional expense was required?
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A Thatt!s corgg;t. That was under Lhe aéé&%ﬁuion iL is
continugd To be operated iﬁwgqe manner it éés been opepatcd in the
past.

Q If additional expenses, operating‘and investment

vere encoﬁntered, that would make it even more uneconomic, would if
not?

A Yes, sir.

Q All right, silr. Let me ask you thls, MP. Marshall.
What is the total gas produced from the Escrlto Gallup Pool per day
Yhen I say Escrito~Gallup Pool, I am 1ncluding~thq‘twg‘wells,the’on
Seétioﬁ 19, and the‘one in Secfion 207

A o Based on actual production figures for March there
‘was 500 -~ appvox1mate1y 500 MCF of casinghead gas dally produced

-from,this field.

Q AIl right, sir. You heard Mr. Nutterts testimony that

he would predict for June 67& MCF per day°

A ) Yes, sir.

Q- What causes the difference between your 500 and hﬁs
6747 |

A Well,'sié, mﬁ‘figures were based on acﬁual producﬁion

during March. WNow, the -- I believe the ratio tests which Mr.
; NUtéer based his figure on were taken during two, ﬁhree month
~period, Mafch and April and possibly some in May. I'm not sure,
but the difference in figures is 'possibly partly due bto the fact

that these wells are declining fapidly in preducing ‘rate, and to

S Y

3o e

y

e in
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to what it will -- what the fileld will dﬁtually produce.

Q A1) pight, sir. Still for the purpose of Mr. Nutter? b
study, that is certainly a valld way --

A Yes, sir, and, of course, with the number of wells
consideredrin'this field, in my opihibn, the numbers are lese
together, they are in the same range.

Q | All right, sir. Of this approximate 500 MCF per day,
how ruch of that is flared? w

A T believe that there is approximately 40O,

Q About ;00 MCF per day flared?
A Yes, sir. .
Q In your 6pinion, Mr. Marshall, is this a large quan-

tity of gas or a sﬁall vqiume of gés?'
A When the number of wells are considered that are pro-

~ducing, I consider it a small volume of gas. |
Q In your opinibn, will the gés rates for:this_psb;'-_
the gas producing rates, do you think it will iﬂc?éagé? |

o Xo, sir. Based on my study, as I stated before, the
field is pretty well depleted, ahé‘aithohgh the gas-oil ratios wiljl
probably go up in the future, the fact that the oil produciﬁg ratep
are declining’at such a rate, it will cause a total gas volume to
be less even though the ratics may increase.

Q Al right, sir. Now, Mr. Marshall, regardless of

whether the gas in this pool is sold, or whether it is reinjected,
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it will have (o be gathered and compressed, will it not?

A That 1is correct.

Q That will be an 3nvestment expense and operating ex~

pense that will be common to either a sale or ;;injection?

A That is correct. ‘

Q‘f So-&ctu&liy,'ldoking‘at’it from the ‘investment stand=-
point, it would reqdire almost the same system, would it not?

A The‘—- excéﬁt for possiblyasome>small amount of line
to get >tp the delivery point into the high pressure line, the
- cost would be e§senﬁiaiiy the same.

Q ALl right, sir, let me ask you this. You stated that
in your-bpinion, it woula benﬁneccnomic“tO«reinject this gas com-
pletely. Aside, now; frowm the cost of investment and 6perating
expénse _Of ggthering aqd éompreSsing this casinghead gas for fe—
injectionéfié this the type of reservoir.and is it a reservoir at
a stage<of depletion that would lend itself to secondéry recovery
efforts through gas injectioﬁ?

A No, sir. The primary recovéry frbm'this'field’has
been so liﬁited, énd ﬁﬁe}feservoir characteristics are such that a
return onftheiinvéstment necessary to instigate a éecqndary re-
covery pr6gram Qould not be realized.

Q ir‘Acﬁually, Mr. Marshall, when you are looking at the
Escrito-Gallup Pool, if vou mined it and got every drop of oil out
of it, you st1ll wouldn't get much oil, would you?

A That is correct.
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2 AJl right, lett!s -~ first, lefts now examine the

- feaslbility of gathgrihg,compressing.and‘sellingr~'Hew~far“is'

- ¢losest pipeline from the pool?

| A According to the information available to me,‘the
? closeét line to wﬂich gas could be delivered is approximately 12,000
'Efeet nofth of the northernmost well in the field, which is Pan
e ;American's Sanétee No. 1, located in the SW/l of Section 15, Range
é? West, Township 2L Nbrﬁh. A comﬁféssép'located centrally‘ﬁiﬁh“
“regpect to the wells in the field would probably be 16,000 to 17,050

‘feet from the nearest delivery point.

| Q. Casinghead gas is low preéSure gas, is 1t nobt, Mr.
?Haﬁéhail?»

A Yes, sir.

Q And to get it into anything other than a low ppessuré

‘gathering system, it has to be compressed?

A Yes, sir.

Q Is this pipelihe that yéu spoke of, the nearest one,
is it a high pressure line or a low pressure 1iné?
| A "~ It is a high pressure gathering line.
~Q So the gés would haée to be compreséed to put it into
this 1ine? |

Av' v it wouid have to be adjusted to the pressure- in the
iine, yes, sir. |

Q All right, sir. TLet me direct your attention, now,

to what has béen marked as Pan Americants Exhibit Wo. 2. What is

DearNLEY - Meioi & ASSOCTIATES
GeENERAL L AW KEvanTeasy
ALsuQuUERQUE. New Mexico
Phone CHopel 3669}




31

“that Exhiblt?

A Exhibit 2 is a bar graph which Itve used to compare
the initlal investgents and operating costs which would be require
for a gathering and compressing system with the revenues that
would bé realized from the gas;from the sale of the gas, when it
is compressed. ) _

Q A1l right, sir. Will you discuss wm t that Exhibit
reflects, starting first with the baf»pnAfhe.left portion of the
Exhibit? :

A The bar on the left fepresents the initial investment
to5purchasé and install the compressor and to lay the heCéSsary
iihes for the gathering system in addition to fhe operatiég cost
forvfhé compressor over the remaining life of the field. This bar
indicates that these would require approximately 368,000 invest-
ment. The bar on the right is the -- represents the revenue that
would be obtained from the sale of the gas that was produced. Thi
revenue amoﬁnté tQ gome $27,000, showing that a loss of 341,000
would occuf if it were necessary to compress and --

Q It is clear from that Exhibit, is it not, Mra‘Marsﬁal
that it is not only an uneconomic proposition, actually, it result
in a loss? A

A Yes, the loss amoﬁnts to 841, 000.

Q And you have testified earlier, have you not, that
Pan Americants wells in this pool, and in your opinion, the averag

well in this pool will not pay out, assuming no additional invest-
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ment and operating expenses°

A Yes,sir, I have.

Q And your xh}bﬁn 2 re?]ects that gatneping and com—

o, t'»w

pressing this “asingheadf:':7woulo nou only be upeconomic, it wou1

K3 iAo ls

result in a $ul,000 ]o as tﬂ ta@ opepator"

A Yes, that is 00pp°c+ ‘

Q  You made your study on a field basi;’ 314 you not, Mr
Marshall? : .

A Yes, sir.

Q Why? .

A In starting out u#th this ppoblem; 1t was my opiﬁion

that ir I could make my calculatlons on the basis of the most
favorable conditions toward 1nsta111ng a compresso” system, if
under those conditionsrlt proved that it was notjeconomicaily
feasible to do so, then under any conditions it éould not be
econpmically feasiﬁle. Consequently, in all the%faétOﬁs I’uéed,
I attempted to make it the most favéﬁable. wa,zin regards to doi
it oh a fieldwide basls, it‘is my'opiniOn that it would cost less
to inétail arcehtral ¢ompré330r stafidn'and'a gathering sjstém
than it would be to try to attempt to compress gas and necessitate
buying a compressor for each well or any group of wells. ’

Q Mr. Marshall, -are you familiar with the two high gas-
0il ratio wells that Nutter pointed out in Section 26?

A Yes, sir, I am.

Q Of the field!s 500 MCF per day, what percent do those

&
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two wells contnibuter

A I be‘ieve they produce 60 to 6

gas produced 1n this rield.

Q All right, sir. Are you familiar with those two

A Yes, sir.

Q In your opinion, are they approaching:the abardorpmanti

stage of deplétion?

A Neither of the wells during March reported production

of as much as 3 barrels a day. It is my opinion that these two

wells are advancing rapidly toward eéénbmic'abandonment and will

'probably be abandoned in ‘the near future.

Q Assuming that those two wells will be abandoned, as

d]

you anticipate they will, what then will be the total gas produc-

tion per day from the fleld°

A It will e apnpoximately 180 MCF of cashinghead of

gas daily.

Q 1807

A AYés,sir;

Q Mp. Marshall, do you have a pecommendation to make to
‘the Goﬁmissidn with respectAto the Escrito-Galluprool?
| A Yés, sir. As a resulf of thisstﬁdy, it 1s my opin-

ion that the field should be continued to produce as, and pro=-

rated, as it has been in the past, and that by doing this; the

-~ interests, both correlative rights of all people concerned, will

5 percent of tne Total | ST
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be protected and waste will not occur.

£ SR S b -

e MR RUTRTT. . Thatla 2ll ywe have at this time, may it

please the Commission.
MR. PORTER: >Does anyone have a question of Mr. Mar-
shall? Mr. Payne. ’
CROSS EXAMINATION

BY MR. PAYNE: L

Q - Mr. Marshall, did ¥ou hear Mr. Nutter!s testimony

that'perhaps this pool should be the subject of a?further,study?g

tﬁét are in place in this pool?

A The -- it Was any estiﬁate in regard to méking this
study, that from the performance of the pool, that'thé gaa rate is
now at a maximum. Now, I -- rather than making a ~-- trying to
make an estimaﬁé cf the actual reserves, I based ﬁhese economics

on the fact that this maximum would be produced throughout the

CA ‘Yes, sir.

G Do you feel that you have made such a study and, therp-
fore, there is no necessity for a seCOnd“studjitoébe made?

‘A T am confident that a fﬁture-stﬁﬁy w%ulﬁ-iﬁdicaté
appfoximately the same thing, so consequently, I Eouldn't recom-
ménd any further study. |

MR. PAYNE: Thank you. That's‘all;i
MR. PORTER: Mr. Nutter. ; "
. QUESTIONS BY MR. NUTTER;'"«
©Q °  Mr. Marshall, did you make‘an éstimafe of the~reser#§s
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remaining life of the field. Now, I do not believe that the rate

will be that high. However, to give a more favorable picture, S -

assumned ﬁhaﬁ £hé rate will continue atAthe level that it is now.

Q ﬁo you think that the high ratios which the two wells
in Section 26 have, can be attributed more to structural position
or to stage of depletion?

A Well, I think that a considerable amount of that éan
be attributed to” dspletion. Now, it is possible that, in fact,
probable, I think, in this case, that these wells may be producing
some ' free ' gas. Now, whether this gas is as a resnult of a
structural poéitidh or sfray sand posSibly that contains ‘free
gas, I am not sure. ~

Q 5 Well, some of the wells in»bhis‘pobl havé 1owiraﬁio§,
dont ¢ they?r | ‘

’ A Yes, slr.

Q

X

" As they produce and reach a similar stage of deple-
tion, that their ratios will become higher?

A  ‘ "Yes; sir; I believe théir»ratios will increase some- -
what; yes, gir.

G D§ yéu think that the injection of gas in ﬁhks pool
would enhance the oil recovery? |

A , I fail to see how it éould econoﬁically enhance the
-oil rééoVery. Possibly,bif you didntt consider economics at all,

and injected all the gas, there might be some minor amount in in-

crease 1in production, but the primary amounts are so low that it
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certainly would not be much.

on the right side of your Exhibl t, is -~ the income from the gas
is if you marketed the gas?

Q Now, this income or revenue that you show on the bar l
|

Q You haventt made any study of the increased oil thafw
might be available if you inject the gas? B | | |
A Well, sir, Ifve made a study to the extent that I do 1
4 not believe it is feasible to do such althing. Now, after that
conclusion, I didn*t pursue>tﬁe matter any further. ' o o

Q

e

What would compression faciligies for 500 or 600"
cﬁbic feet of gas cost? | } _

A My estimate for the cost of the compressor is $25,000f
the reSt-Of'the bar on the lefﬁ of the Exhibit 2 is épefating éost
and line cost, 1éying the line. » -

Q That would be to tpansport%theAline to transport the
gas to the nearest market facilities? |

A To gather the gas from the well into the compressor
ard then to transport it through one line ﬁo the neafest --

Q If the gas were gathered and then put into a com-
pressor and thien injected into a nearby well, you wouldn't have

%hat~long.line to the nearest producing gas well?

A That'is correct.
Q How mucn would that cost, do you feel?
A viell, as I sald, tnere was approximately 17,000 feet,
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aibly. nﬁ miah_as 37,500 to 98 000 would be .
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eliminated by virtue of nbt havlng to build that line.

¢ - What did you use as your life of the pool for your
1ncome caleéulation, Mr.- Marshall? : §

A My estimate is three years from?June lst of tnis year

R, NUTTER: Thank you. Thatts all.

i

MR, ?ORTER: %Anyone else have & question of Mr. Mar~ |

shall? The wltness may be excused. !
| ; (Witness excused)

MR. POR%ER:; Anyone else desire%tb-préseht testimeny
in this caee;’Case 156992 Anyonexhave a stafément tc make?

MR. HOLIK: Mr Commissioner, w. V. Holik, Jr. I
would like to make a statement on behalf of El Paso.

MR. PORTER: H-o-1l-i-k ,

‘MR. HOLIK: EI am authorized by %l“PéSo‘Nétﬁfal,Gas :
Company, referred to as éEl Paso," to make>t;is statement on its
behalf. El Paso had made prior,stafements i% December of 158 and
March, '59 hearings; This statement suppleménts and brings to dat
the progress made in obtainlng autnorlzation to construct and the
progress made in construction of IaClLibleS 1or uaking casLnghead
gas from producers in the Bisti~-Gallupand Gallegos-Gallup 0il Pool

Pursuant to an agreement entered w1th‘Shell 0il Company

construction work has proceeded on the facilaties necesgary to tak

ten million cubic feet per day authorized by’Federal Power Cormiss

ion in a bemporary certiflcate order dated Novembep 13, 1958. E1

37
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Pasots Exhibit No. 1 is a map shewing the location of gathering

racilities already constructed and gathering fasilities now under
construction. |

Now, referring to that map, what is shown in red is what we
have initiated construction on with Shéll 01l Company, a joint

venture, you might say, and we are presently building those facili

=

ties at this time. 1In the Bisti trend, the facilities shown on thI

extﬁeme left are those which are hereafter referred to as the Brit
ish American,and lying between those is the Sunrayvnid-COntinent
facilities. That I will refer to later. The gathering system
féhcwn on the extreme ﬁight-hand corner in the Gallﬁp Gallegos tren
‘are.pr§§psed siétems,‘and nothing has been aohe on- them to»date.
‘£l Paso estimates the gathering faciiifies to serve the
“wells covered by the Shell contract will be completed by June 15
and thé‘COmpressioﬁ facilities by July 1 of:this year. These
facilities will handle ten million cubic feet per day authorized
by the temporary certificate. /

In addition, British American 0il Company has completed a

- gathering systém to gather casihghead gas which 1is presently being|

yeinjected by British Americen and which will be sold to El Paso

in the future under én existing contract between British Americén
and El Paso. Negotiations are ;ﬁbstantially completed for trénsf
fer of these gathering facilities to E1 Paso upon FPC approval. A
gimilar arrangement is under discussion with Sunray Mid-Continent.

Engineering studies have been made to estimate the faciliti
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required and the cost of facilities necessary to take gas from the

Gallegos Gallup trend. Preliminary but firm proposals have been

submitted within the last week to Skelly 0il Gompany and others

covering the production of Skelly and other operators in the area;
No firm agreement has'been reached‘rogarding any producer sharing
with El Paso the risk incident to cons%ruction of facilities»under
a temporary oertificaté. |

El Pasols appllcation under Docket No. G-15696 was set for
'hearing July 6 but Federal Power Comm1331on has recently portponed
this hearing and has not reset the hearing for a definite date.

~

This applicatlon requests, among other thlngs, authorlty to con-

‘struct facilities required for gathering and processing the casing
/ head gas under contrécf,'as estimated.
All except five of the producers with whom E1 Péso has cas-;

'inghead gas contracts have'filed app1ications with Federal Power -

Commission for producers' certificates. These casges have been con

solidated and set for hearlng on June 12.

If Federal Power Commission issues permanent certificates
to the producers in these applications E1 Pasc will seek Lo obtain
aoproval for construction of the facilities necessary to serve
those producers accepting peraonent cevfificates in an entire ares|.
El Paso will meet with any group to discuss sharing the risk of
construction under a temporary certificate. Upon obtaining a cer-

tificate, in form acceptable to E1 Paso, then El Pasoc will proceed

immediately with construction of the additional facilities.
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MR. BUELL: May I formally offer Pan Americanta Ex-

hibits 1-and 2, Mr. Porter, and while I am on my feet, make a gen;

eral statement in this case?
MR. PORTER: Is there objection to the admission of
these Exhibits? They will be admitted into the record. You may

proceed, Mr. Buell.

MR. BUELL: Pan American has opefations‘in the Gallegps-

Galiup ?ool and the Bisti-Gallup Pool, and in those two pools we

find ourselves in a“situation that is common to a lot of the operat

tors. Through no lack of diligence on our part, we are not yet
able to save and sell the producing casinghead gés, We have a

' heafing before the Federal Powér'cémmiSSioﬁ tomorrow as a result
of an_appliéétion we made back in Novembef of 1958. The earliesf%
pbssible“épproval oh,Our certifiéate”would be two tO’threelmonths.
- For the ﬁrOCédural delayskthat we run into, and can éxpéct, I am

afraid Mr. Nutterts recommended delay of a hundred and twenty days

would not give us sufficient time to have complied with these pro-|

cedural rules and matters and to have --’férfEl Paso tb have con-
structed'thegfacilities to our ﬁells to saveithe.gas. For that

reason -~ and Pan American sincderely feels the delay is not due to

Lo

“a lack of dilligence on our part. For that %eaéon, T would like. tb -

move that this case be continued for six mon%hs. It is my sincere
belief that if the Commission should continue that, we will find
at the expiration of six months that most, if not all, of the gas -

in the areas that Mr. Nutter has recommended, will be saved and
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going into sales.

MR. PORTER: The Commission would like to hear any

comments that anyone would like to make concerning counselts motioh-

for continuance.

MR. KELLAHIN: TIf the Commission plesse, as I under-
stand, you just want comments on the motion for continuance?

MR. PCRTER: That's right.

MR.xKELLAHIN: We also have an sdditional statement
we would like to make, bub ab this time bhe Standard of Texas woulf
like to go on record ihtsuppOPt of the‘motioﬁ which has ﬁeen ﬁade
by Mr.:Guy Buéil for an extension df time,for the six months.
Sfandard is in a similar situation in the Bisti‘?ool,Aﬁlthough our
production is not so great as some of the other operators, we are
negotiaﬁing with E1 Paso in an attempt to get our casinghead gas
picked up. VYie have tﬁersame problems as all the other operators
aré faced with, énd we do nof feei-that one hundred.twenty days is
I. going to bé sufficient time to get éonnecﬁions in there.

MR. LOAR: I am William Loar, i-e'presenting Sunray Mid+
bontlhent. In the portion of4tha Bisti Fiéld, which is thé eést
portion of area F and:part of portion G, Sunray Mid-Continent has
several wells that have -- we have dedicated the gas to El Paso.
We.are in a position simlilar to the Standard of Texas, and a number
of the other operators. We have diligently been trying to work oul
some method for the disposition of this gas. From what we have

found, from the delays we have gotten from the Federal Power Com-
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_mssion hearings, and the lines Jaid in the ares, the carliest we |
can expect gas going>into the'&arket would'bé apbﬁéﬁiﬁat;ighéig’ML
months. Therefore, we woulgd céncur in Mr. Buellts motion that
six months delay be granted. |
MR. BRATTON: If ihe Commi sgsion please, Humble desires

to concur in the motion by Mr. Buell. I{believe that what has beeh
shown herektoday shows that evérything is being done which can be
done,:agd that the delays are ﬁét the fault of the operators, and
that within a reasonable time further progress will be made, but
one hundred twenty days may ju&t'be too short, and six months sounfs
more within the realm of proba%ility. VWe strongly concur in the
‘recommendation of Pah‘Amefiéaﬁ.

| MR. HOWELL: Bén:ﬁowell, representing El Paso Natural
Gas. El Paso Nanral Gas joiﬁs with the operators aﬁd believes
sincerelyvﬁhat by the time th%t the recessed-hearing isjresumed,

that the great oulk of the préblems will have been solved. It is

just a matter of three days now until a number of producerst appli

catioﬁs will be‘heard.by the Eederal’Power Coﬁmission, and certain
ly until the action that the éederal’Power Commission takes upon
thoge appjicatidns is knowﬁ, it is impossible for anybody to proceed
any further, So that everything 1s at a standstill until we can
find out something from the Federal Power Commission. |

MR. BUSHNELL: Aﬁérada concurs in the motion made by
Mr, Bueil on behalf of Pan Américan.

MR. SPANN: Charles C. Spann, for both Phillips
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Petroleum Company and E)l Paso Natural édéW§556ucts”Company, we

‘twenty-day 1limit is too short, they could extend it to uix months

would like to concur in Mr. Buellt!g motion, and further state that

L4

if the motion is overruled, we would still recommend that addition
al time be allowed -- I mean in addition to Oné-hundfed twenty |
days before the Oréer becomes effective, at least some realistic
time be used,bearing in mind these hearings that are pending. Anp
it would be ~-- perhaﬁs‘if a period of time ié used, it begin after
the Federal Poﬁér‘Commissién-has acted, and some Orders put out
concerning these‘aﬁplicationé.

MR. PORTER: Any other comments on the motion?

MR. PAYNE: Yes, Sif.: |

MR. PORTER: Mr. Payhe.

MR. PAYNE: Mr. Examiner, I would point out that it
is the auty of this Commission to prevent waste, and that this is
true regardless of hmany delays that mayhbé caused by the Federal
Power Commission. I would,rtherefOre, recommend that an Order be

enteréd in this case., If the Commission feels that a hundred and

or some such figure., However, I strongiy believe that an Ordér

ought to be entered as perhaps the 6nly ﬁayfto speed up the Federafl

Power Commission.

MR. PORTER: Anyone else want to conment on the motiom?

The Ccmmigsion will deny the motion for a continuance, and in con-
sidering the case, we certainly will consider the admonition of

Mr. Payne to consider a later date -- later effective date of

DEARNLEY . MEER & ASSOCIATES
GeENERAL Law REPORTERS
ALBUQUERQUE, NEW MeEXICO
Phone CHapel 3-5669}
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ring & no-fiaré provision For the Ordep that might be included

 The Commission will certainly consider the!recommendations of Mr.

Nutter. We will also consider the merits éf making the effective
date of any such Order later. And we willéta&e the case under

advisement.
I belleve we had the requéét from séme of the interested
i

parties to enter a statement into the recoﬁ , which we will enter-

t
'

tain at this time.

MR. KELIAHIN: If the Commissilon please, Jason Kella-|

, s B '
hin for Standard 0il Company of Texas. Standard Oil Company of

_Texas operates four wells in the Escrito-Galllup Pool, two .of which

H

'receivéd'some_attentidn;‘both in'MP; NUtter?s'testimdny and in tha

E
presented by Mr. Marshall. As the record npw shows, those two

- : :
wells located in Section 26 are high gas-o0il ratio wells, which

o
!
i

are practically at their economic limit of ﬁroducﬁivity. We do
not anticipate they will be pioduced - very @uéh longer. Of -the

| ,
four wells operated by Standard, they are all marginal wells and

- producing approximately 35 barrels of oil p%f'day total. The gas

N N i
volume from the Escrito Field, as shown by the testimony offered

t

“by Pan American, is insufficient to justify ithe gas gathering sys-

tem or compression facilities either to sell or to reinject the
' . |
gas. The flaring of gas, of course, is prohioited in the Gallup
Field. It would then cause premature abandonmment of the proper-

ties operated by Standerd 0il Company of Texfs, and probably some

of thne dpher operators, and a resultant loss! of oil, which could

DeEArRNLEY - MuigR & ASSOCIATES
GENERAL LAy REFOSTERS
ALBUGUERQUE. MNew MeXico
Phone CHepel 36691

)
|




otherwisc be recovered. It is requested that the present status o

marginal wells to produce their normal -~ to thelr normal economic
limit during -~ by obtaining a greater recovery of hydrocarbons
fbpm this particuiar reservoir. We appreciate the recommendation
which has been made by Mr. Nut?ev that this pool be glven further
study. If there is anyrpossibility of anything being worked out
which would save this gas, eithér by injection or by marketing it,
certainly Standard of Texas will cooperate to the fulleat extent.
We do not object to an industry commi ttoe making further study. -
_We%dO'feelithat Pan American has ddne an excellent job, but if
>there is anything further to do, we certainly want to cooperate.
vThéi‘nk you. | N |

MRthPORTER; Anyone else want to say anygt hing further

in this case? Take the case undeér advisement.

DEARNLEY - MEIER & ASSOLCIATES
GENERAL L.aw REPORTERS
ALBUQUERQUE. New Mexico
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STATE OF WEW MEXICG )

i : ‘ 38
COUNTY OF BERNATITIO )

1, 3. A. Trujillo, Notary Publie in and for the County of

Bernalillo, State of New Mexico, do hereby certify that the fore-

®ing and attached Trénscpipt of Proceedings before the New Mexico

01l Conservation Commission was reported by me in Stenotype and

reduced to Lypewritten tranécvipt By me, and that the same is a

true and correct record to bthe best of my knowledge, skill and

ability.
il

WITNESS my Hand and Seal this, the _{J

3

day of )z/k.a il
1959, in the City of Albuquerque, County of Bernalillo, State of

New Mexico.

-

5

NOTARY PUBETC

My Commission Expireéz

October 5, 1960

|

- L ‘ o
A A 4 ~ ,,/1,‘.3\-(,(,9» e

DeaRrMLEY - MEteR & ASSQCIATES
GENERAL Law RerORTERS
ALBUQUERGUE. New Mexico
Phone CHopel 35691
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STATEMENT OF W, V. HOLIK, JR.
ON BEHALF OF EL PASO NATURAL GAS COMPANY
BEFORE THE NEW MEXICO OIL CONSERVATION COMMISSION

JUNE 9, 1959

I am authorized by El Paso Natural Gas Company,/feferred
to as "El Paso," to meke this statement on its behalf. El ?Pa’so had
made prior statements at the December, 1958 and March, 1959, hearings.
This statement supplements and brings to date the progress ‘:made in
obtaining'authori;ation to construct and’the progress madegiﬁ'COn—
struction ‘'of facilities fbthaking caSingheéd.gas from‘préducers in
‘the Bisti-Gallup and Gallegos-Gallup Oil Pools. ,

~ Pursuant to an égreémeht'entered wiﬁh Shell 0il Company

cénstruction work haé procéé&éd'bntthe faCiiifieé nécéSsafi to take
ten million cubic feet per day authorizedrby Federal'Power§Conmdssion‘
in a temporary certificate order'dated November 13, 1958. (El Paso's
Exhibit No. 1 is a maﬁ showing the location of gathefing-fécilities
already constructed ahd gathering facilitiesvnow under conétfuction.
El Paso estimates the gathering facilities to serve the wells covered
by the Shell contract will be completed by June 15 and‘theécompreséion
facilities by July l-of this year. These faciiiﬁies will“ﬁandle tern
- million cubic feet per day authorized by the temporary cer%ificatel

in addition, British American Oil Company has céipleted
a gatheringréystem to gather casinghead gas which is prese@tly being =
re;njected by British American and which will be sold to Ei Paso in

the future under an existing contract between British Amefican and




i
i

Fl Psso. Negotiations are substantial
these géthering facilities to El Paso
arrangement is under discussion withrs
Engineering studies have bee
required and the cost of facilities ne

Gallegos-Gallup trend. Preliminery b

mitted within the last week to Skelly !

o900 Bl e 9 g

et

I
{
i

ly completed for transfer of

bpon FPC approval. A siﬁilaf
unray Mid-Contineﬁ%.

n made to estimate the facilities

cessary to take gas from the

H

t firm proposals have béen sub-

1 g .
pil Company and others covering

the production of Skelly and other bp\Lators in the area. No firm agree-

ment has been reached regarding any producer sharing with El‘Paso the

riskvincident to construction of facilities under évtemporary certificate,

El Paso's application under

hearing July 6 but Federal Power Commi

Docket No. G-156% was set for

ssion has recently postponed

this hearing and has not reset the hearing for a definite date. This

application requests, ambng other things, authority to construct facili-

H

ties required for gathering and proces
contfact, as estimated.

All excebt five of the produ
head gas contracts have filed applicat
for broducers' certificates. Tﬁese ca
set for hearing on June 12.

If Federal Power Commission>
the producers in these applications El
for construction of the facilities néc
accepting'permanent’certificates in an

with any group to discuss sharing the

2~

%ing thércasinghead gas under

cers with whom El -Paso has casing-
ions with Federal Power Commission

ses have been consolidated and

issues ‘permanent certificates to
Paso will seek to obtain appréval
essary to serve those producers‘
El Paso will meet

entire area.

risk of consiruction under a




temporary certificate. Upon obtaining a certificate, in form dcceptable

to El Paso, then El Paso will proceed immediately with construction of

the additional facilities.
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i §'I/‘A’I‘E’MENT/5§‘ ‘o N?%z fOWELL: foromm
. ON_BEHALF OF EL PASO NATURAL GAS COM® ANQ_“% ‘

'BEFORE THE NEW MEXICO OIL CONSERVATION c_oxmssrow -
MARCH 18 /;L =

/77"%/7/

I am authorized by El Paso Natural Gas Company,

referred to as "El Paso," to make this statement on its
behalf. At the Decembér,'1958 hearing, El Paso stated that
1t had negotiated contracts for purchase of casinghead gas
from producers in the BiSti-Gallup and'Gallegos-Géllup’dil

" covering the

Pools, jointly referred to as "Bistl area,
major’porﬁion of<éasinghead gas from the known productive .
areas in thése two pools. »Said»contracts had been filed

by El Paso as quart'of its application for‘a‘certificate

of publicicoﬁQéﬂiéﬁde'and neCeésity in Docket No. G-15696,
whereinbEl Paso requested, among othér Ehings, the authority
to construct facilities to gather, compress and process the
casinghead gas production from the Bisti arsa. By order
dated November 13, 1958, the Federal Power Commission, in
said Docket No. G-15696, grantéd El Paso tempbrafy‘authorié
zation to build facilities designed to take and prbcess7up
to lO OOO 000 cublic feet of casinghead gas per day from the
Bisti area. A letter from the Federal Power Commission
dated November‘éc,'lQES was filed with the .tatement This
letter raised the guestion of Federal Power Commission's
authority to grant temporary certificates. In conclusion,
El Paso stated that it could not give firm assurance of the

date when facilities would be built and it woulgd -be able

to take casinghead gas from the Bisti area.




At the present time 32 producers have mad. casing-

ﬂead gas contracts with E1 Paso and most of them have riled
ﬁith Federal Power Commission applications to make sale of
casinghead gas pursuant to thelr contracts with El Paso.

ihe application in Docket G-15696, as 1t relates to the
taking of gas‘by El Paso from the Bilstli area, has been
émended slightly by flling of producers! contracts and pro-
-?iding for transfer of compression facilities from El Paso's
éhaco Plaet into the Bisti field. No permanent certificate
ﬁas yet been issued.

:" o In the Interval since the December meeting El Paso
;and Shell 0il Company have been engaged in negotiations and
have now reached an agreement providing for thelr sharing of
‘"risks inherent in a temporary certificate in a manner satls-
iactoryfto each. While this agreement has not been executed,
ét 1s expected to be executed within the next few days. With
respect to Shell 011 Company, El1 Paso estimates 120 days to
be the time required to construct facilities in order to take
Up to 10,000,000 cubic feet of casinghead gas per day, which
is the volume presently authorized by the Federal Power Commis-
?ion in the temporary certificate. It'isiEl ?aso's understand—
';ng that Sheil will request a temporary certificate to sell
%ﬁch gas to. Kl Paso, which réauest 1s a prerequisite to

El Paso's belng able to purchase same.

1 As soon as the agreement with Sheli 1is executed,

El Paso wlll offer to all other producers who have executed




caainghead gasfééhtracbs with El1 PasoVan'bbpbrtuﬁity to enter ' -

into the same type of agreement which El1 Paso has entered ihﬁo-
with Shell. As to such other producers, El Paso estimates 120
days from the date of éxecution of each additional agreement
to be the time required to construct the facllities necessary

to take casinghead gas from each such other producer, However,

as to such other pfoducers; it wili be necessafy for El1 Paso to
obtain from the Federal Powef Commission authorization to allow
El Paso to-takeyin excéss of 10,000,000 cubic feet of casinghead
gas per day from the Bilsti area and, in addition thereto, it
will be necessary'for'each producer to obtaln a temporary

certificate to sell such casinghead gas to El Paso.




 FROX OIL WERL.S IN THE BISTI-

[
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BEPORE THE OIL CONSERVATION COMMIBSION
’ OF THE STATE OF MEW HIXICO

IN TER WATTER CONGRRNING
PROHIBITION AGAINST THE
! FIARING OF CASINGHRAD GAS
APTER DECEMBER 31, 1959,

LOWER GALIUP OIL POCL AMD
. GALLEGOS-GALLUP OIL POOL,
SAN JUAN COUNTY, N MEXICO

EMERGENCY ORDER No BE~23
ROW, on thga 31st day of December, 1959, the 0 Conserva-

. tion Cosmission off New Mexico, a quorum hu.ng present, having comn-

sidered certain a lications for an amergency order and being
¢ fully advised in prenmises,

PINDS;

(1) That an emsxgency ez-:ists which requires the proaulga-—
t:LOn of an orxder b;{ t.he Commission without noticc and’ hoar.tng

s e

; (2) That tmdcr the terms of Order No. R-1427, no casing-
head gas is to be flared or vented in the Biati—mri Gallup 01l
and the Gau.goa-eun.u; 04l Pool, San Juan County, New llm:i.eo,

. after December 31, 1989, .

— (3) 'rhat t_h. Commission has been advised that due to
. various untonm; circumstances, the completion of a gas gather-
- ing svstem in aipoolawillbedelnyadtorl!d:ys E :

; - 4) ’l‘hat, as requested by numerocus operators,a l5-day
‘ grace perlod should be granted to all operatoxs in the subject

"1 pools during which time the no-tlare provision of O:dpr ¥o. R-1427

should be suapended

!
“) %ﬂ" § {u ﬂvﬂa- n“u‘Ié R o e:‘—-‘-l-——u at 1‘20 a.m: .

January 1, 1960, a;xd thus will axpire at 12:01 a.m., {Tanuary 16.
:-1960.
Lo !

1

IT I8 THE REFORB ORDERED 3 - !

That thae pxovisio.n of Order No. R-1427 prohibiting the

- flaring ox venting of casinghead gas in the Bisti- r Gallup 01l

. Pool and the Gallegos-~Gallup 01l Pool, both in San Juan County,

! New Mexico, after December 31, 1959, be and the gsame 1s hereby

. suspended for a ls-day period commencing at 12:01 a. m?, January 1,
1960 and ending at 12101 a.m., January 16, 1960.

i

i |
{
{

T Y



-
' »lnn:gcncy Oxderx io B~-23

‘DOME at santa Fo, New Mexico, on the day and year hexein-
above dusignated. .

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION




