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BEFORE THE
QIL CONSERVATIOR COMMISSIOR
STATE OF NEW KEXICO

at
Santa Fe, Hew Hexico
¥arch 17, 1954
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' In the matter of

The application of the 0il Conserwation Come-
g%;sieﬁ gpgn its aug ucaign tﬁ;i:: erdgglamuggg

» Tevising, or abrogating o8
Re tions the Oil Conservation Commission,

or promulgating additional Rules and Regula-
' tions, relating to gas pool delineation, pro~
 ration, and other related matters, affecting or
. concerning the Jalco, Langmat, Eumont and Arrow (as
Pools, Lea County, Hew ¥axico.

The ordsr contemplated will partain to gas pool
' delineation, gas proration, gas well spacing, gas
well allawaﬁlas gas prorvation units, and raiattd
matters arfecting the following designated gas

- pools situated {n Lea County, Hew Mexico, to-wit:

Jalco Gas Pool, Langmat Gas Pool,
Zumpnt Gas ?oci, Arrow Gas Pool

Case Ho.
673

. In considering the foregoing matters, notice is

| further given that the contemplated order may af-
| fect the following designated oll pools situated
| in Lea County, Hew Mexico, to-wit:

Zunice~Monument Oil Pool, South Bunice 01l
Fool, Hardy Oil Pool, Penrose-3kelly 0il Pool,
Covper-Jal 0il Pool, Arrowbead 0Oil Pool
Langlis-¥attix Oil Pool, Falby-Yates Oil Pool,
Ehodes 011 Pool, Leonard 0il Pool, South
Leonard 0il Pool, Eaves Oil Pool,

- L _ e e - -~ e e W AR Ay AN A G W o o W MR W W - ey

{¥otice of Publication read.)
MR. SPURRIER: The Heeting will come to order, please, The
naxt case on the docket is Case 673, Mr. Campbell. %
MR. CAMPEELL: If the Commission, please, Jack M. Campbell,
Rkoswell, New HMexico, appsaring on behalf of Texas Pacific Coal an#
L~9ii~§am¥aa¥vuﬁixkqdunLe@Lthnﬁﬂnez*th&£~3313&623miﬁﬁﬁaﬁﬁhijmmﬁgﬂL;
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9artggii§;wét'l;;;§; due to the position taken by Texas Faﬁifiévww&

Coal and Oil Company in the Jalco Gas Pool case, I feel that we ha$n
\seme responsibility to explain to the Commisaion and the interestsd
operators here prasent the exact position of Texas Pacifiec Coal a
lﬁil Company in connection with Casa &73.

| It has been said sometimes in Jeat and sometimes not in j.aal
that Texas Pacific Coal and 04l Company has been doing a lot of sharp

shooting at gas prorationing and has not yet offered any substant }
' suggestions or methods by which it could be put into effect in the
| !

event the Commission continues to think it is necessary. We hops at

i
| |

| this hearing today to make such suggestions and to explain the pPO-]
gaitiaa of Texas Pacific. It has also been said, usually in jest,
| that if Mr. Cene Adair 1s going to testify any more in this gas pro-
sraaianing, that he should be put under oath, I am going to put him
under oath today and put him on the witness stand so that any of ﬁnu
' who dealre to cross examine him may do so. Before I do that, I uﬂnt
to again explain to the Commission and to interested opsrators wh#

Texas Pacific Coal and 01l Company has attacked the proration orﬁ%r
in the Jalco Gas Pool which case is now concluded. We do not balTevc

} that we have been entirely chasing after ghosts. The nominations
made at this morning's hearing by the gas purchaser Iin the Jalco ?
. Gas Pool were &3 percent below the nominations made last month. j
: They were 66 percsnt below the nominations mede lsst month in ths§
| langmat Pool. ¥hile the Commission does not yet brsak the namina}

i

tions down by proration units, it doesn't take much of a nathsnntﬁ-

cian to calculate that on the basis of the per unit allowable in

Harch in each of those pools, particularly in the Jaleo Pool., And
_ assuming the same number of proration units in the Jalco Pool this
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momth, that the per unit allowable will in the month of April, befbre
summer is ever upon us, drop below the 500,000 minimum take pro-
 visions of gas pwrchase contracs. It may be thet during the year
 that aversge will Le brought up, but certainly we do not know,

the gas purchasing companies probably do not know, and the [act that
the third moenth gas prorstioning is in effect, the proration unit
allowsble is going to drop below tha take or pay provision of the
ges purchase contract causes us some Serious concern.

We believe essentially that the principel problem of the ﬁs‘xﬁr
mission ir prorating ges 1s that they must prorate these gas i“ials}%
as they find them and not llke they would like to have found them
twenty-five years ago. In ths first place, thess wells were drilled,
- completed and have very, many of them, been produced for tmsiy-fgﬁ
 years o3 ol wells. They were spaced as ofl wells and drilled in tthat
manner. 1t is not an omzy problem for the Commission to undertaks to
move into a fleld with that historical tackgrowd. In tha second
place, uot only do we believe we have established historically, but
we belisve we have vested conbtractual rights. We believe these cone-

tracts were antered into at amm's length. We belleve coming into

a fiald at this date aftar the contracts have boen executed and
have beaen oparating under them for a2 number of years, the Commission
must give the owners of propertiss in these particulsr {ields aés«-r

quate rrotection against abtrogation of any of these contracts. 3&4
believe that the Commission, at any time, for the purposs of
preventing physiesl waste, can 4o either or both of these things.
we do not believe that the Commission should or can, for any |
other reason than for the provention of physical waste, change
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 tioning of gas in southeastern New Mexico. In the meantime the
present orders are remeining in effect. ¥We believe that if the

benefit of all operators and will asssure the protection of rights

i rights can be adequately protected and gas prorationing still put
- into effect in southeastern New Hexico. First we believe that it
~ is necessary to redefine oll pools, gss pools or oil and gas pools

|

or change vested contractual rights which we belisve we ocwn. That
is basically the reason we have taken the position we bave in
connection with the existing gas proration order. FNow this Come

mission has set down Case 573 to re-examine to some extent prove-

Cosmission can, before the end of the first six months® paricd,
make adjustments in the gus proration orders which will be to the |

that exist in these areas, that it will be for the best interest of
the State and for the best interest of the operators. ¥We propose
and will suggest to you through Mr. Adair that the Commission cone
sider the following stepa.

%e want the Commission to know and you to know, that we do
not presume to tell £he Commission or you or anyons slse how this
should be done, but we do have serious concern about our property
rights and we offer this as a possibility of a wmay in which those |

in southeastern New Hexico. It is our present feeling that at
least insofar as the langmat and Jalco Pools are concerned, which
&re the only ones about which we have made personal studies, thst.
these pools are all one reservoir, vertically and laterally, and
that it should be dafined as an oil and gas pool which the Come-

mission has the power to do under the statute. Once it is defined

as an ¢oil and gas pool we belleve, secondly, as & correlary to that

we gmst’Eﬁﬁsrtakifﬁa‘a§§;4gj§Nggp&qggggAng will make & suggestion
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alaag thome lines as to how to define & ; gas mtzz basically, along
the same lines as is done under the mmih?ms‘ Then, we
belisve that those gas wells mb&m&ﬁaﬁwmmm&
statute once they are definsd., The third ;,u_m, dtion is the es~
tablistment of gas-oll ratios for the oil wells that remain in
these areas after the pool is defined. In some of these arsas
thare is no gas-oll ratio limitation. In others there is a 6000
te 1 gas-oil ratio limitation. Probably both of those are wrong.
Ve beliave that the Commission should hesr evidence and establish
‘a gas-oil ratio throughout an antire pool &m\ which will be at &
point which will recover the greatest péaikhw ultimate amount of
oil or initial efforts, and at the same time now allow anyons to
produce an unfair smount of casing-head gms in connection with the
- production of his oil.
» We will wmake a suggestion as to whare thst gas-oll ratio li-
‘mitation should be placed and we will state to you the reasons why
| we meke that recommendation. The fourth step which we suggest be
taken is that the method of establishing ;arautien wnits and ob-
| talaing exceptions to standard proration units be simplified. W¥e
 suggest that the Commission make it possible to approve proration ;
units within s section within section lines up to 640 acres withe
out the requirewment of a hearing, provided mi&a is given to all
~offset operators and & ten-day period allowed #@ slapse for them
| to demand a2 hearing. If the Wkgiam&w&satw&uﬁg
of acreage beyond 160 acres, but within a section, then of course |
- we believe & hearing should bs held, In that ﬁm wa believe |
we will aliminate a large number of the m@%im that are beling
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since the evidence so far presented certainly indicates that

one well will drain at least 64,0 acres. PFinally we are going to
suggest a method by which we believe we can protect the contractual
rights which we have bargained for in comnectlon with the take or
pay provisions of gas purchase ¢ontracts including low pressure
gas pruvisions as we move along this thing down the road. itr.
Adair will make a recommendation as to & provislorn in ghe pmﬁ,sioi:
orders setting up & minimum allowaile for gas wells. As 1 say,
these are certainly not all of the answers I am sure, but because
it has been sald that we have not made any definite recommendations,
| we felt that at the outset of this hearing, it might be worthwhile
| for the Commission and interested operators to have something upon
which to work. We know there are a mmber of people who wish to
offer evidence either now or at next months' hearing, ¥e want to
 give this information to them through Mr. Adair on the witness

_ stand so that they may have 1t before them when they are prapared
' to present whatever testimony and evidence they want to put iato

' the record. So 1f you will swear Mr. Adair, I will ask him some

| questlons.

 having first been duly asworn, testifies as follows:

3 State your nane please. A Bugeng Adair.
& ¥here do you live? A Pt., Worth, Toxas.

- By vwhom ars you suployed?
£ Texas Pacific Coal and D11 Cowmpany.
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?rimrily as t.ihairr a:‘:msy.
Are you an officer of the corporation?

I am,
vhat office do you hold?
A Viee President and general counsel.
| 2 Hr. Adair, in connection with your association with Texas
‘Pacific Coal and O1l Company, are you acquainted with the, generally
'with the history of the oil and gas wells drilled and now owned and
- operated by that company in southeastern dew Mexlco in the genersl
area of the Jalco, Langmat, Zumont snd Arrow gAs pools as presently
defined?

A Yes, Mr. Campbell, I am. At this time I would like to
it clear, however, that I am not attea?tigs to qualify as an e |
witness or & tachnical witness. I mersly want to present for the |

S

&3

record our company's recoomendations with respect to gas proration
éiat&a‘at particular area whers those laases and our wells are loca
| § M¥r. Adair, how many gas wells doer Texas Pacific omm in
this area? |
| A In the Jalco and Langmat Fool I believe that we have forty
wells on the gas proration schedule.

¢ How many oil wells on the pressent oil allowable scheduls

1
i

| do you own and operate in that area?
A I believe thare are thirty-nine oil wells.
2 Are those oil wells 8ll located in the Jalco, Langmat
area or are they in the other areas alse?
A Ho, I believe that thers are five or six wells in thes
Arrowhesad area, but the rest of the wells, oil wells, or wells

ADA DEARNLEY & ASSOCIATES
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| 4 ¥r. Adair, historically speaking, when were the sarliest
wells of Texas Pacific drilled in this area?

; 4 About twenty-five years ago.

, Do you know gemerally how those wells wers completed at

that time?

‘ 4 3o far as our records are ocm

¢ ¥ere those wells drilled at that time complete
same manner a8 you would complets a2 wall now?

4 Eo, in some instances in an asttempt to open casing to |
production gun, perforations were not known at that time, or at ‘
least thay were not known to us. We, having cased through graﬁacﬁ#a
formetions, hbad to shool the pipe in some of our earlier wells, |
shoot the pipe with nitreglycerin in an attesmpt to open the well
into production and through a soue that had besn cased through.

Q Is it not a fact that based on the records thet wers gen-
‘erally maintained at that time and reguired at that time, that you
‘csn not tell with certainty at this time exactly where those wells
|m complated, where they are producing {rom?

A That is correct. I am sure that is not only trus of owr
‘wells, that is true of most of the wells drilled in those days.

G ¥hat would be the result of that with reference to going
in now end reworking the wells and dually complste them, for instance?

A We have bad some rather unfortunate experiences in att.aumf.-
ing to rework or dually complete tiese older wells. Usually we have
found that we could drill & new well cheaper tlan we mmﬁm‘
dually complete. The pipe, the casing, we don't kusow what is in t&s
‘well to start with, the pipe and the easing i in many cases in
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such poor condition that it collapses, or we lose a well befors we
get through with it, ¥e slso found that in reworking or plugging
back wells that the deliverability or producibility of the well is
not as good as it would have been had we drilled a new well on the
same Rcreage. For mechanical reasons the gas or the oll will not
come through the cement or what other materisl might be behind the
pipe, particularly where in the early days we had blowouts, where
we pumped sacks of cement and other materials into the ground in ap
attempt to W}' the blowout.,
: ¢ #r. Adair, you heard me stats to the Commission gsnera
what the suggestion of Texas Facific Coal and 01l Company would be
with raference to prorating gas in this area. I am going to go down
' through thoss five propositions that were suggested and ask you to
explain to the Commission and to the interested parties here, what
ecomsandation is and why you mske it. | First, with reference
to the definition of pools. Your experiencse, as I undarstand, your
confined to the wells which you own in the Jalco
and Langmat gas areas, is that not correct? 1
; 4 That is right. |
| {; ¥Have you made any studies with reference to the irrow aad'
Bumont Gas Pool areas?
| i e made mo study with respect to the Eumont area. ¥e
made only a cursory study im connection with the Arrow or irrasheaés

your

' studies have been

area. |
) ¥With reference to the study that you had made in camim

- with the Jalco, Langmat ares, what is your suggestion as to how !;_h#

matter should be handled with reference to the delineation of poolp

| there?
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A We believe that almost all, if not all, the problems of |
gas proration in the Jaleo, lLangmat area would be greatly sl
and possibly solved by designating the entire area, that is both
Jalco and Langmat areas, &s an oil and gas peol, both laterally
m vartically.
| 0 laterally and vertically? A Tas,

& Y presume that you are not excluding the possibilivy of
m&mgtheammmmmm, but you have no in-
smpany, that they should or should not be ine}.wéa&,

!

formation, your o«
is that correct?
A That is correct. That is our position. e have no oSbjJec:

¥

tion to thelr being included if they belong in it, we do not know.

gas pool? }
‘ 4 I think that is trus. And historically, I think that nas
‘ been recognized by the Commision as shown by some of the orders we
; put in svidence in the other case. I don?t believe thers was any
' real difference of opinion among the experts that testified in the
~ hearings beld up to the present vime,

¢ ¥r, Adalr, sssuming the designation of this area as
an o1l and zus pool, the entirs area, I presume that as a g@rrelaﬂ?
| to that it would then be necesssry to define a gas well, is that |

- not corpraect?

4 It would, and as a correlary, to define an oll well sa

k being a well that produces oil and not & gas well, {
|

. |

the definition
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it should be 100,000 feet, maybe it should be 150, maybe it should

| gas wells that are defined as such &s gas wells?

~ ductive area in the Jalco, Langmat area as being a gas pool, you, |
in effect, ars going to have to do sway with the many dusl complet -

 the productive zones would lie within the one gas zone if you so

of & gas mi};?w W 4 1

i ¥e have found that a definition that we have in Texas works
very well. 1t is statutory ia Texas, it is any well that produces
oil at a gas-odil ratioc rate of greater than 100,000 feet per barre
of o1l is a gas well. We throw that out here. We don't say we i

be 200,000, We believe that you should dafine gas wells in that
manner and then as & correlary to that, define 311 other wells whi
produce oil, as oil wells and provate them as such. |

. You are suggssting, then, that you procesd to prorate t.ha‘

& Right,

& And prorate the oil wells as oil wells?

A Right,

G YMow would that affasct, ¥r. Adair, affect the many wells
waich have recently been duallycompletsd in this area?

A I think it would protect thoss wells, Otherwise, if you
consider, as has bsen suggested and has been |
two operators, that if you conaidar the entire vertical area pro-

‘ons that the Commission has heretofore approved, DRecause both sﬁ

- deline the EAS A0Ne.

#  assuming a definition of the pool, the definition of a m

well and the prorating of gas wslls as such and oll wells as such,

what 13 your Sugge

stion with reference to the control of gas with-i—

| drawels from the oil well?
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4 we, frankly, wanted to concur with Mr. Macey and soms of |
the members of the technical ataff of the Commission in their sug-
gestion that some such withdrawal, or to put it another way, that
a gas-0ll ratio limitation should be imposed on all wells., How-
;an, at the time it was brought up we did not think it had sny
particular place in that particulsr case, 80 we kept quiet about it,
' We have found by checking our wells the some thirty-nine wells that
l appear on ths oll scheduls, and sasuming that those wells are rep-
@remmuvamuarmmus in the area as a whole, we have foupd
' that the producing ratio is somewhere in the neighborhood of 25,000
fazet per barrel of oll., ¥e suggest that as a starting place,
| 25,000 fest per barrel of oll, gks-oll ratioc limitation. That is
considerably greater than some fields which has 6,000. It is
; considerably less than no ratio st all, which is a condition which
prevails in most of the Jaleco, Langmat area.

Q Speaking from a cold calculated sconomic polint of view,
have you made & study to sse what effect that would bave on yowr
wells and the recovery from them from the point of view of economics?

L ¥ have had such a study made.
¢ what is your study?
, We started out with 6,000 foot ratio which I believe is in
effect in the Eumont or Eunlce-Ho ¥We have no wells in that
field., To impose a 4,000 foot ratic limitstion on owr wells would
result in a loss of revenua to us from our oil wells of 32 Wic
Assuming that our wells are representivive, which I think that the
same loss would probably carry throughout the ares whers our wells are
located, The 10,000 foot ratio limitation would result in a mm#m

_loss of 22 percent. A 20,000 foot retie limitation would result in
ADA DEARNLEY & ASSOCIATES
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a }.m a*’ reavenue e,f 12% pemt, f;sur angmm rm, and if ﬁ:j.s'

case iz continued, or later on we expect to put them on, feel that
the most afficient rate at which thess old 0il wells can be pro-
duced is the actual producing rate. We do not feel that imposing
the gas-oil ratic limitation upen them 13 going to get the oil &t
“any batter ratic, It is jJust going to get it slower, that is all.
Posaibly if the gas ia assoclated with the actual gzas well gzaas, it
possibly could result in the draining off of the reservoir energy
which 1is one of the things ir. Hacsy was concerned with at the prier
hoaring,

2 I dontt think you sald what the effect of the 25 to 1
| ratio would be on your picture.
A W%e did not calculate it. It would be somewhere in the
 neighborhood of 10 percent loss of revemus to us, 25,000 to 1 ratio.
From those particular wells.

4 Por present pur

: ng the 25,000 to 1
gas-0il ratio on the wells which would be defined as oil wells with
thls procedure followed. A TYes.
5 ¢ ¥r. Adair, with reference to the next step that you are
suggesting which is the establishment of provation units, what is
your suggestion to the Commisslon as to how proration units and
exceptions thereto can be oblained without the large number of
hearings which are now balng required? |
4 I think the problem thers is that most of the contracts
and many of the wells, gas wells, partigularly the newer wslls, hi#a
‘been drilled and developed on 160 acre basis. On the other hand,
ths testimony t&tmmmimwwmmsmwﬁn
—W drain 60 sores, I WMW
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preduear to drill nors &han thé naessaary wulls to drain his anrun$¢
or to put it more accurately, to assure him of getting his share
of gas out of the common reserveir, would be in our opinion an senA
omic waste. Therefore, we feael that the problem can be greatly

simplified and many of the exceptions that the Commission 1s being
forced to hear at these hearings for the past few months can be

sliminated by allowing & producer to attribute to any gas well whi¢h
he has any acreage that he wants to that is contiguous to it within

| section lines. That the Commission could issus an order or an ad-

iaiuintrativa order without the necessity of a hearing, allowing sueh
fa producer to attribute anything up to 640 or anything within scau‘
zien lines to such a gae well unless the offset producsrs after ton
~days} we'll say, written notice protested to the Commission and re-
Equesteé a hearing. In other words, it ls Just a question of uhamb
Ethe burden is., If you put the burden on the producer whose well

;will drain 640 acres to get waivers from his offset operators, he

?nay not be able to do it. On the other hand, many offset operators
éwill not ask for a hearing, but will allow him to go ahead and do

it without a hearing. At least that is our feeling.

o

¢ why is it that you are suggesting that approach leaving

the 160 acre standard unit as we now have it rather than auggﬂntin%

that we go to &40 acre proration unit? |

4 As you pointed out, one of the reasons is that the eentra&ts
have been written on & basis of 160 acres. The Commission has al-
ready started out prorating gas on a basis of 160 acre units and |
many of the wells have been drilled on that bdbasis as well as many
operators have proceeded to get pooling agresments or attempt to |

1
!
i

_work out their problems on & 160 scre basis as a reault of the
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;CQmmiasioa rulaa in effeat at the yrasent time. }
i o In other words, you fsel that would require less &ﬁjusta»%%
' en the tasis of proration since January first than to move now to
640 acros?
| A I think it would require very little adjustment in any
i event, snd certainly less tlen going to a 640 proration unit as a
 standard unit.

¢ That leads us to the last suggestion that relates to the

protection in some mannsr of the contractual rights requiring & gas
|
purchaser to take or pay for & certalin minimum amount of gas. I

|

wonder 1f you would explain to the Commission for the record, your

i concern in that regard and why you fleel that some protection should
be given in the proration orders by means of a minimum allowable Yo
f protect you against the possibility of loss in that manner.

| A Of course our main concern is that the allowable, or gas

allowable, does not drop below the minimum take provisions of our
contracts, I believe in most of our contracts that is 500,000 cukie

feet of gas per day averaged out over the year., Any time that nh$

| allowable was set at a figure less than that those minimunm take !
provisions of our contract would be abrogated in our opinion. Thért
are other provisions in our contracts which I think we as producefe,
and all producers, are interested in seeing remain in full force and
effect. Those are the provisions relating to low pressure gas. We
fear, and we have already seen it suggested, that some deliverability
factors mey be iuposed or adopted which could abrogate the low |
pressure gas provisions of our contract. At the moment any well
that we have that will produce gas against 100 pounds pressure nnﬁar
L'@ﬁf’ﬁﬁﬁ%?&ﬁ%;*%h@~g&&~§ﬁ?€h&$&?4&&§$~#ﬁk¢~ﬂl%ﬂnﬂﬁﬁﬁLsﬁ;tha_ﬂﬁaﬁﬂt
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 that the well will produce against 100 pounds pressurs, 1n no |
| event will he take less than 500,000 cubic feet of gas per day. ¥k
?fitl that this will prevent premature abandonment of wells and
actually prevent waste as well as to protect contractual rights if

. the Commission will, by rule, sstablish what for want of a bLetter
; term I will call & marginal gas well rule, and say that in either
 its general rules or in each proration order which it issues, that]
' the Commission will not set an allowable less than 500,000 cubic
feet of gas per day, nor will it set an allowable less than what
that well will produce against one~half of what that well will pro-
duce szainst 100 pounds pressure, protecting both the ainimum a:kq

- provisions of the contract and the low pressure provisions of the
| contract. That 500,000 cukic feet of gas per day is based upon tﬁ;
160 acre standard unit. If you had forty acres, it should be rc-?
duced proportionately. If you had 640,1it should be increased pro=

portiocnately, provided the well would make 1t,. |

Q@ Tou feel that & provision of that kind would offer you some
protection against the possibllity of the purchasing companies taﬁo
ing the position that by asetting the allowable below the take or |
pay provision of the contract, the Commliesion had abrogated that E
;

provision and the purchaser did not bave the obligation to pay for

1

the gas it did take? A That is correct,

Q Do you have any other statement that you want to make at |

this time in connection with the recommendations of Texas Facificé

4 What I bhave suggested is a solution. ¥e do not say that%

it is the best solution, We do not say it is a perfect solution,.

wWe do think it is a good starting point. We would suggest that
_the producers present carry it back with them and apply it to their
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properties, because after 2ll, that is going to be the final test |
how our suggestion works vhen actually applied to sach individual
producer?s wells and come back here at the next hearing, and if thay
| have something better, let them put it on at that time and we cer-
[ tainly would be interested in hearing ist.

¥R, CAMPBELL: That is all I have from Mr, Adair at this time.
*E. SPURRIER: Are there any questions of Mr, Adalr?
HE, STABELY: Y would iike to ask ons gquestion.

Q@ Fr, Adalr, I would like to clear up one point for fture
study of the Commission which we are doing at this particular time,
| and let's assume that you had a gas allowsble on youwr particular

i well of ons million cubic fest of gas per day. Offsetting you is
'a well, T am ectually reading production figures, that makes 31 bar-
‘rels of oil per month but has a ratio of two millicn to one, or hap
produced approximately during that month, a little over 60,366 ﬁ

Eﬁuﬁ you say that that well was getting more than it's falir or t
| rat-a ghare of the reservoir energy?
| 4 I prefer to answer that this my, Hr. Stanley. If my ﬁgl-
- gestions were followed, the well meking 31 bdarrels of oil per month
would automatically be classed as a gas well, becauss 1t's ratio ip
more thon 100,000 feet of gas per bharrel, And it would be ?Nﬁw
as a gas well., That would solve the problem.
MR, STANLEY: That is all I wanted to know. g
¥R. SPURRIZER:; Anyone else?
A I mizht say also in cosmectlo
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?abruary, one mzlliaa raur 1 think in Laagmnt, one million plus im
Jaleo, does not assurs the producer of going to market with that

We found in our February production, for example, that although u4
 had an allowable in Langmat of one million four, and in Jaleco of
one miliion one, or approximately that, that the average take from
our leases in the ares was 686,000, That is based on the 160 acre
unit and based upon nominations now which we have heard from April,
%if the allowable 1s set paying attention solsly to those naainatiﬂns,

iwa will be already below our minimum take provigions of our contract,
244 EPURRIER: M » Hime *
¥R, KINELE: C(larence Hinkle representing Humble.

£ I would like to ask a questlion or two. I believe you stated
that you would like to sse the Jalco and lLangsat aress aaaanlidat#ﬁ
into one and that they would be, you advoeate, a limiting ratio 04
the 0il wells of 25,000 to 1, is that right?

4 I believe more accurately I suggested, and I think one iJ

a correlary of tha other, if you dontt do one, don't do the atha%,
I suggested that the Jalce, lLangmat area be consolidated and dofiﬁod
&8 an oil and gas pool. And that the oill wells therein be a&bjﬁenad
to a zas-oil ratio limitation of, we suggested, 25,000
¢ would you also take in the Arrow field in connection wiah
- that?
4 Jur study has not shown that the Arrow is part of the kaee.
‘Laaemax arei. It may be, Hr, Hinkle. We Just haven't gone that ﬂhr
with cur study.
L @ ¥hat about the Eumont? - e
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‘A lNor have we gons that far with our study, We have no pro-
perties in Humont., |

& Your statemsnt then, is limited to -~ tLl

4 {Interrupting) To our own properties where we know a little
‘saaathimg about what we are talking about. ¥We do recognize this, &r.
Hinkls, il you threw it &ll in one pool, that is Euwmont, that the
vartical interval in ZEumont is so much different than your vertic
interval in Langmat and Jalco that we might have some problems.
haven?t thought that through.

MR, SPURRIER: Hr. Hontgomary.

By HR. MONTGOMERY:

% If the vertical limits be defined on the gas and oil in

this ares, if they could be defined, what problems would be involved

 then?

| 4 Vvell, you have difficulty irn defining, or at least we do|
we don't lmow for sure where our oil is coming from. We think tﬁj:‘

| is probably true of most of the wells, that is oil wells in the
We know where the well was originally completed, But I am afraidi
 that you would wind up with a number, a large number of small oil

 fields in a gas pool. We think it is simpler, we think it serves

| every purpose that the Commission has in mind, that is in yreveation
of waste and protaction of correlative rights to throw the Jalco j

| and Langoat areas together and call them an oil and gas pool, That
also has historical basis and precedent too,and define the gas walls
as wells that produce gas, or define the oil wells as subject to |
100,000 to 1 limitation., That is if I make myselfl clear there, any

_ well that produces oil at a ratic greater than 100,000 to 1 or

ADA DEARNLEY & ASSOCIATES
COURT REFORTERS
ROCM 105.106, EL CORTEZ BLDG.
PHONES 7-9645 AND 5-9546
ALBUGUERQUE. NEW MEXICO

-




200,00C to 1 if the Commission
and prorated a8 a gas well.
POSG. &isgaiagtami&%hcpmﬁaamthhmwfwr
iwiiswa@m,m&wqxﬁhaf‘aemm&uaw,
to know what is going to be an oil well and what is going to be a
iwmz,aaﬁitis@mgwmmwMSmmm

what his plans are in recompleting and attempting to get gas proe-
duction as well as oil p
| 4 What problems would be involved if the vertical limits
could be defined of the gas and oil zones?

A If they could be separsted I don't see any problema. Dut |
imony, and undisputed thus far has lumped them altogether in

¥

. The only problems would be in the old wells whare you
%asmft@&ﬁmmmemm;mew{
01l sone produeing from the seme well bore. Would that be your
problem?

‘ A Yes, I can see & lot of problems there that you wouldn't
‘have under the method that I have suggested. I believe if you try
;mmappzyth&wwurmiﬁmmlmmmtmw
I think the Commission, I certainly know the techaioal stalf of the
Commission is sware of the way the wells have been completed and
the danger of trying to rework them to muke them conform to any
vertical, certain definite vertical inmterval.

¥R, SPURHIER: Anyone elsa?
o e LR |
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that the evidence here clearly shows that one well will efficiently,
affectively and econamically drain 640 acres, is that right?

| 4 I don't balieve that was guite it, Mr, Hinkle., I smaid
' that the tsstimony that the Commisaion had received thus far indi-
cated that., |

f % 1f that i2 the case, why is that you would a&dvocate any

!

{

| other unit for proration purposes than 6407
4 I tried to answer that gquestion in response to ¥r. Camp-

‘bell's question. One is, we started out gas proration on 160 acre
jb&sis. Two, most of the producers have contractad their gas pre-}
duction on 160 acre unit basis, to be enlarged to 6,0 acres if thr
;acreaga is contiguous, The third thing is that many producers in
. obedience to the gas proration rules that have been, already been in
Eeffect have attempted and actually formed units by pooling or uni-
!tizatinn units of 160 acres or less.
| 2 Isn't it true that those units have not yet been appravni
~ by the Commission?

A 1 don't know about that,.

% 4 I& thare any reason why you can't Just as effectively
| asalign acreage to the walls which are already drilled within a

;saatian and have them sat up as standard unit of 640 acres as you

can take 140 and add to it or rearrange it?

4 I think that the adaministrative problems of the Comsission
and slsc of the gae purchasers &z well as the producers in auditiqg
their contracts and producing their gas would be greatly aimpliriéd

by staying on 160 acre standard unit basis. I ses know objection.
if you wanted to go to 640,
¥E. HIMELE: That is all.

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106, EL CORTEZ BLDG.
PHONES 7-9645 AND 5.9546
ALBUQUERQUE. NEW MEXICO



¥R, SPURRIER: HMHr, Kelahin,
ME, KELAHIN: Jason Kelahin, represanting Continental 041

£ Mr, Adair, in connection with your recommendation of ainie
mum allowable, is it your suggestlion that this Commission can re-
quire & pipe line company to take less than the msrket demand?

4 Mo, but so long as this Commiesion establishes a marginal
gas well definition which in effect would establish a minimum al-
lowable, then the producer may look to the pipe line purchaasr for

payment under his contract.

whether the gas is produced or not, is that what you mean?

£

A Yes, sir.
¢ Assuming that yowr nominations or your market demand fall
below the miniman allowable., It is not your recommendation that
that zus be produced?
& Hot produced, absolutely not.
4 It is up to the pipe line company te¢ pay for it whether
| thay got it or not?
A That is right. We think those ars valusble provisions in
our contract and you do too., It took us & lomg time to work sham}

out, ¥e feel that you shars that feeling with us too.
RE~DINECT BXAMINATION

By ¥R. CAMPBSLL:
o Ian%t it trus that the statutes of Texas and the regula-
tions of Gklahoma and Xansas both, I belleve, have a minimum allow-

|

able arrangsment for oil?
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4 They do in Texas. I am not sure of Oklahoma and Xansas. |
They have a marginal well statute.
¥R, CAMPHEELL: That is all

RE-CROSS AEAMINATION

*
-

By MR. SELINGEE
% & Hay I ask Mr. Adair a guestion? TYou mads a ra&a&wanﬂaziap,
¥r. Adair, with respect to the Jalco, Langmet as to & gas-oil rnsi%

using as 2 basis the Texas procedure, We don't have any particu-

lar quarrsl with your recummendation, but if this Commission iaauek
such a regulation, don't you think that they should incorporate thb

| 4 what part now are you reflerring to?
& You know, that the gas-oil ratio, the gas definition in

?anuirﬁ Texas rule rather than Jjust the one part that you quoted? f
1

i Texas 1s composed of two parts, not of one part. The lirst part,?if
I aignt refresh your nenory.
4 You are talking about & definition of a gas well?
Z G That is right. A Hot gzas-oil ratio?
% g The Pirst part is pure out and out 100,000 foot and ths
§ second part is that there are many gas wells that are classified
whose ratios do not equal 100,000 with ranp%at to the gasecus phtqs
' in the reservoir which &lso is & basis for a definition of a gas j
wall., Would you be willing or unwilling to insert the whole aaxaa
rule here? |
4 %e haven't given any study at all or any thought at all,;
 to the second vpart of the statute. Just only the first as ayplioé

. here. 5y classifying the pool as an oil and gas pool, Hr. ﬁalingér.
1 think yvou get away from the neceesity of that. :
. § Ko, there are meny gas and oil wells in the same field in
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| Texas where that classification works for gas wells, It works both
on the basls of 100,000 cubic fest to one &nd also on the basis of
the gessous phase in the ressrveir. I partieularly point out one of
the largest fialds is Carthage where we use that, but it is in the
statute, It 13 in the Texas rules and regunlations and T was Just
 ingquiring whether you hed say objection to incorporating the entire
| rule rather than just a portion of the rula,

4 I think T would prefer to defer my guess on thet wntil 1

have had & chence toe think alout it,., T do not belleve or recall
Bany testimony in the Jaleo, Langmat areh that would 1ndlcate that
| there was any fluids in gaseous stats in the reservoir. I may be
wrong about that, Tear In nind that we are t8lking here primarily
about Jalco and the langmet area. That is where onr propertles are
located, Of course that is whera ouwr primdry interest liss.

A%

| % Of course, ¥r. &dair, if you are talking about just these
two flalds, the Commiselion is likewise faced with & similar mliné
 in the other fislds and thare may be situstions in these other eld{ae-
ified fields which you may have o resort to the sscond part of that
classlification. ]{
| & That is entirely possills. 1
¢ ¥r. Adair, do you feel that the productive capacity of ,ﬁa
wells axceed ths market demand? |
& Unrestricted producticn of zas wells probably does maeé
" the market domand. |
| ¥R, SELINGER: That is all, that you.
¥R, ISPURRINR:I Fr. Hacef.

TR TP R PRI T pey
RE~-CROSS ZXAMIBAZIICE
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' hundred pounds.

‘ a common reservoir.

‘Mxm¥ﬁQ I am not quite sure that you want to answer this question,

Bid you include the Queen section in that?

t
A Yes, sir. ’
Q Were you here when we had some testimony on the Falby—Yaté

#

'Pool when we created that pool?

A& No, I was not here, |

Q@ The Commission received some evidence to show that the

bottom hole pressure in the Queen zone, and I am grabbing these fr%m

memory, the bottom hole pressure in the Queen in the Falby-Yates wns

“about 350 to 400 pounds. The Yates gas section was eight or nlne§
We opened up the entire zone and said that that ﬁs
Dontt you think it would be a little wasteful

if an operator was to, say, deepen the Yates gas well, say to getfa

little bit of oil out of the Queen in one well bore?
A It would be; still if you had a ratio of 100,000 to one;j
it would be prorated as a gas well. f
Q I agree with you there. f

A And I think if the owner had oil under his property he had

a right to produce it.
|
Q Do you think that the differential in pressure of 5000 pounds

represents a common reservoir?
A I am not qualified to answer that.

Q Let me ask you about the contracts, what are the speclfic

points in the contracts pertaining to minimum take, take or pay

provision?.
4 I don't believe I have got the contract with me. It is 'in

evidence in the Jalco case. You have got it with the exhibits.

~Q I am sure we do. Here it is.
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Q What I am interested in mainly; as I understand it, if th
El Paso Natural Gas Company does not take the minimum allowable.
You said it was 580;000. I think it is 550, I may be wrong, but
nevertheless; if they don't take it they have to pay for it during
that calendar year; is that right? Every adjustment is made on a
calendar year basis?

A Yes, I believe that is right. They have a right to carry
over and take it up in the following years, but the Commission, by
setting a minimum allowable of 500,000 for the 160 acre unit; auto
matically --

MR. SPURRIER: Can you speak up?

A By setting a minimum allowable of 500,000 per standard 16

acre unit, you automatically take care of the minimum take provisi

over of the make up provisions of the contract need not be the con

cern of the Commission unless it wants te make it it's concern,

able at 500,000 or more.
MR. SPURRIER: Anyone else have a question of Mr. Adair?

¥Mr. Montgomery.

RE-CROSS EXAMINATION

By MR. MONTGOMERY:

Q@ How can the Commission prevent an operator from the ver- 3

e

L)

pns

without bothering with the carry over part of it. That 1s, the carry

T

. You are affording the producer full protection when you set the allow-

-

~tical limits of the oil and gas zone, if you call the vertical lim

éthe same, how is the Commission going to prevent an operator from %

~drilling into the dry gas and drilling into the oil section and pr

venting the dry gas at a pressure of 1,000 going into the oil section

e —_— e — S ——

ADA DEARNLEY & ASSOCIATES
COURT REFORTERS
ROCM 105-106. EL. CORTEZ BLDG.
PHONES 7-9645 AND 5-5546
ALBUGUERQUE. NEW MEXICO

26



which has pressures --

A I think that is the same question Mr, Macey asked. I am
not qualified to answer that,

Q The thing I want to point out there is an oil zone below
the gas zone, A 1In some places.

Q@ Then possibly the vertical limits of the 0il zone and the
gas zone can be determined?

A Possibly. We think the way we have suggested is a simpler
way of handling the problem. We think it is a more practical way
and we think it also recognizes a method which the wells have been
completed.

Q At the present time the vertical limits for the Langmat
and the Langlie-Mattix Pool are the sams and some wells are able tg
produce quite a bit of oil and quite a bit of gas. 1In fact, one
well has the dry gas section open and the oil section open and is
able to produce forty million cubic feet. It sold forty million
and five hundred thirty-four barrels of ¢il in one month, If we
continue to have these vertical limits the same; we are not going tfo
be able to get away from that situation.

A That sounds like the ratio there is over 100, 100,000 to 1,

‘isntt it?
} Q Well, slightly less than 100,000 to 1. |
A Well, if our suggestions were followed through, that nar—t
ticular well would be prorated as an oil well and gas-oil ratio
limitation of 25,000 to 1 would be imposed, resulting in a cut of
the oil allowable,
Q Preliminary investigations indicate that this oil zcne; tfis dry

j;:;a.s zone can be separated do you think it would be ﬂarranted to cagntinue

| : T, e ~ the
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'study to try and make the separations?
A Let me make myself clear, If it can be done we see no
objection in doing it. Possibly the solution is -- I don't know
what the solution is; but possibly a solution would be to say that
the Yates and Seven Rivers formation was an oil and gas pool. And
that the Queens formation was an oil pool. But when you say that
you immediately are faced with the situation where you have the

Queens and Seven Rivers both open in many wells, possibly. What

we are trying to do and what I think should be done is to protect

the manner and method in which hundreds of these wells have been

drilled and completed. We don't think that our, we don't pretend

that our solution is perfect, but we do think it is a good starting

|
' place,

By MR. FOSTER:

i
!
!
t
I
i
|

Q@ Do I understand you to say that if you define a gas well

and then define an oil well, that that would go a long ways toward

solving our problem?

A We think it would, yes, sir.

Q Would you explain to the Commission why you think that is
' so? .
A We have many instances, I know of other producers also
who have wells drilled that we don't know whether they are oil wells
'or gas wells. We do not know whether they should be prorated or
produced as 0il wells or gas wells. We have two or three wells
that are connected to the gas purchaser that he daesn't; the pur-
:chaser doesn't know whether to pay us under the dry gas contract
1or under a casinghead gas contract. We think that it would sim-
_plify matters for the producer as well as for the Commission to
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'establish thésé”raiés;”tb‘faiiawmtﬁé“fex5§j”éf’éﬁéiﬁﬁif“éf“féagf“at
the Texas statute and definition of gas wells and say that all eth!r
'wells that produce oil are oil wells and prorate them as such. That
in effect; is what is taking place right now, We don't think thatL
we don't think there would be too great a change. We hope there |
isntt. I don't think that the Commission wants to disturb; I shouhd
not think they would want to disturb the way things are going now

so long as they can accomplish the aims of gas proration. ‘

Q 1 am not unsympathetic to a lot of your suggestions, but
isntt it true that the classifying of the wells; that is the defiﬁ-
| ing of this well as a gas well and this well as an oil well is onﬁy
for the purpose the Commission exercising it's regulatory authority
{in prorating that well either as a gas well or as an oil well. Tgat
?is about as far as that goes, isnt't it?

A That is possible; yes; sir.
Q It seems to me;and I think you have the same idea about |

§this as we have, what we are confronted with, is that we have an

- area, whatever the area may be, finally determined to be in which

| you have 0il wells that produce gas, and in which you have gas wells
" that produce gas but produce no oil. As far as the record now }
stands, the evidence is that this gas production; whether it comes
from an o0il well or whether it comes from a gas well, it is all com-
ing from a common source of supply. The problem, it seems to me, is
that we have to find some equitsble or acceptable method of adjusting
gas production as between the wells that are producing both gas and
oil and those wells that produce only gas. Do you see that as |
essentially our problem here?
A I think what I have suggested.-
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———-Q - However it may be selved, that is & problem. — - w-“»ww—}

A T think what I have suggested goes a long way to solve thﬁ

problem that you have posed. |

|

A (Interrupting) I realize, of course, Judge Foster, that

Q@ I think first --

the individual producers are going to have to apply our suggestionL

- to their individual properties before they are going to know how iﬁ

affects them, and until such a time as they know how it affects, |
|
they are not going to know whether the problem is being solved or

‘made worse.

Q You mean they are not going to know whether they are for

it or against it? A That is right. ~

Q@ How it may affect an individual producer doesn't furnish |
'any measure of; or basis for determining whether this or that for-
imula ought to be adopted, does it?
§ A Well, I think it is extremely important to the producer.

f

Q No doubt about that.

i A VWhether or not the Commission should consider how it affects

‘an individual producer is something else. i

Q That is what I am saying. It really isn't going to be
solved on that basis.

A We have to bear in mind,at least what I have in mind, is
that the entire gas proration project is done for one purpose, and
that is to prevent waste, and to protect correlative rights. ‘If we

go on any other basis, I am not qualified or prepared to talk about

it.
Q@ I wouldn't know any other basis to put it on. I think
that is the only basis the statute puts it on. Gf course that limits
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the provision in whatever delegatic:. they have under the statute in |

| prorating the pools. They prorate both to prevent waste and pro—i
:teet correlative right. One other question I wanted to ask you. %
That is about the position that you take on the contract rights '
‘that you say that you have; that is I am not clear whether you are
%saying that the Commission doesn't have the power or jurisdiction%
to so prorate this field as to abrogate those contractual provisiop
?er minimum provisions, is that your position?
A HNo, sir, my position is that the Commission has such powe%

;ta abrogate them to prevent waste. But absent waste, we feel that
‘those provisions of our contract should not be abrogated. |
‘ Q Assuming there is no waste, is it your position that the
§Coamission is without power or Jurisdiction to so prorate the fielh
ias to protect correlative rights, that they can't in doing that,
wabrogate the minimum take provisions of the contract?

A I would prefer net to argue the legal gquestion of whether

i

jthe Commission has authority to prorate gas solely for the purpose!
|

icf protecting correlative rights.
; Q well; I am not asking you that question. I am asking
'you whether or not it is your position that the Commission can not‘
so prorate gas to protect correlative rights only as to abrogate
the minimum take provisions of your contract?

A I don't believe the Commission can; no.

Q That is your position?

A That is my position; yes.

Q I want to get your position. You suggested here a margin-

‘al well definition as being a well that would be permitted to pro-

duce, say, SOO OOO cubic feet of gas per dgy. Did I understand
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 that correctly? - Y That is part af it, yeé
Q In other wnrds, you would allocate to every proratable gés

well in a gas pool & minimum allowable of 500,000 cubic feet of !

- gas daily? |
i A That is based on a standard 160 acre unit, %
Q Whatever you base it on.

| A Go up and down with the size of the acreage.

‘ Q I am not concerned about that. Every gas well would be

~allocated at a minimum of 500,000 cubic feet of gas daily, that it

would be permitted to produce, is that correct?
g A It would be permitted to produce that providing the gas was
'used for beneficial gas. %
Q I am assuming that we dont't -~
A (Interrupting) Lawful use of the gas. Yes, sir.
| @ It is entirely possible that the marginal wells would takp
i“p the entire market demand or gas allowable for the pool? %.
1 A That would be every well, though. |
i Q@ I understand each well would -- I am saying that it is
lentirely possible that that would occur?
| A I think it already has occurred, based upon the April
nominations.

Q Well; I don't quite follow that. You mean now that every
'well in the field is getting less than 500,000 average?

A I am talking about Jalco and Langmat.

Q Just take any pool.

A The nominations in those two pools, as I understood them

this morning, were less than 500,000 cubic feet of gas per day.
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Jfrem those wells might exceed the market demand for gas? |

" those wells?

' Commission can not force the purchaser to take the gas.

have market demand.

|

i

4 Apparently it already has.

Q Apparently already has? A That is what I say.

@ Then you would have to qualify the amount of gas that might
be taken from a gas well to either 500,000 cubic feet or to an
amount equal to the market demand?

A Ko; the 500,000 cubic feet of gas per day would be a per-
missive figure at which the producer could produce if he could fing

a market for it. |
Q Of course I understand that. If my question assumes that
the total of the marginal wells, the allowable would exceed the ma#-
ket demand, how could you then regulate the production from all of
A By setting a minimum allowable of 500,000 cubic feet per |

well,
Q When you add up all the 500,000 you have more gas than you

A It is already more. The producer would have to depend on

his contract to protect him., The Commission can not do it. The

Q@ I have lost the stirrup or either one, I don't know which.

We are going to give each well a marginal allowable?

_so-called marginal wells? = =

A That is right.

Q Whether it is 5,000 or anything else. Suppose that the
allowable exceeds the market demand for gas for any given period?f

A All right. |

0 Pow are you then going to regulate the production from the |
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]

A Just the way 1t has been reguiated let the purchaser take
what he is going to take. That is all he is going to do anyway.
| Q@ You have to have some means of limiting him to less than
;SO0,00G for each marginal well if taking 500,000 would exceed the
| market demand.

A Ho; I don't agree with that.

Q You just let him take the SOO;OOO whether he has the market

ifar it or not?
j A Ho, I am not suggesting that 500,000 cubic feet of gas be
| produced.

1

Q It is an allowable production that would be assigned to

gthe well?
| A It is a permissive allowable that the producer can produﬁ
! if he has a market for it.

Q Then what you are saying is that if you didn't have a maﬂ-
ket for it; then you would have to write in to the rule a provisiJn
that even though he had a minimum allcwable, that that would also:
have to conform to the market demand? {

A No. That doesn't serve the purpose at all, for which it;is-—
MR. FOSTER: That is all. |

MR. FOSTER: Let me just ask this one question. I am talkiig
about the exercise of the regulatory funetions of the provision, I
am not talking about the private contractor. Between the preduceé
and the purchaser of the gas. ‘

A I know what you are talking about.

Q I dontt see how you are going to establish a lawful alloﬁ-
able for all the wells in the fleld in excess of the market deman@

—with the possibility that the market demand may be in excess of the
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minimum allowed and at the same time mot pe
Ein excess of the market demand, unless you limit also to market de-
Fand whether it is 500,000 or less.

A Under your hypothetical situation, if the allowable was
limited to the market demand, then the minimum take provisions of
tha contract would be abrogated; that is what I am trying to prevent.

Q Then you are saying to me on that basis that is the point
I am trying to make is that you are going to permit gas to be taken
from a well up to the minimum contract provisions whether it is more
or less than the market demand? A That is correct.

Q Well, of course you know that is defined as waste.

A If the gas, no, not unless the gas is actually taken. I
don't believe that. |

Q It certainly is. Any take in excess of market demand is

@defined by the statute as waste.

A We don't share that belief with you.

! Q@ You mean you don't interpret the statute that way?

; A We don't believe the statute says that.

By MR. SELINGER:

Q@ May I make an observation here while Mr, Adair is on the

| stand? The statute 1ln Section Two states, as used in this account)

' "The term waste in addition to it's ordinary meaning shall include

- E: The production in this state of natural gas from any gas well Pr

é wells, or from any gas pool, in excess of the reasonable market de;

. mand from such source for natural gas of the type produced, or in |

§ excess of the capacity of the gas transportation facilities for E
such type of natural gas®™. By terminology of the statutes, Mr.

- Adair, in answer to a cross examination question that the full |
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i
|

fproduction capacity of the gas ﬁéiiémié”iniéiéeééﬂ;Ewﬁérkéi demand,

;have the reporter, George, read my answer te your question, but

|
!
i

_out on that basis. . .

has admitted by his own definition that there is waste now.

A Xo, you misinterpreted what I said. We can go back and

what I said was this, you asked me if and what my answer was that

the unrestricted production from gas wells in Lea County probably
exceeded market demand. In my opinion it would. But in the situ-§
ation that I havg been talking about and the situation that Judge i
Foster mentioned, there would be no waste because there would be n&
production in excess of what the purchaser wanted. Absent proéuc-:
tion there can be no waste.

¥R. SPURRIER: Anyone else have a question of Mr. Adair?
By MR. YOST:

Q In order to get an exception to a proration unit; you think
that the producer should show any particular grounds therefer; or
is it just given under the automatic, under the circumstances that

you have outlined?

A We are assuming that the acreage is known to be productiv@.
That is the entire acreage that essential to attribute to the wal%
and if he is net; well some of the offset operators are going to |
object and you are going to have a hearing.

Q Do you have to show any particular grounds that would re-
sult in confiscation of property or be detrimental to correlative
rights?

A I think that when you recognize that the well will drain
640 acres; that is as far as you have to go. The only reason fcr‘

staying on 160 acre is one of convenience and because we started
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market demand for a unit was 250,000 to 1, 250,000 for every one

é the month? A He can do that now.

' and you build up a considerable underage you have under pro-

| you could carry your overage into the next month and carry it

MR. YOST: That is all. 1

MR. SPURRIER: Any other questions?
By MR. STANLEY:

Q Dontt you mean if you did assign a minimum allowable to
500,000 per day and the transporter did not take that amount of ga?,
let's make a hypothetical case out of it, he would only take 300,000,

from one month to another until you come to the winter months, it
is where your demand was great, then you could abolish your overagf

at that particular time?

A It probably could be worked out at that time, that is correct.
MR. SPURRIER: Anyone else? Mr. Macey. ;
By MR. MACEY:
0 Mr, Adair, I think I understand your problem, but I would
like to know if I have interpreted your ideas correctly. Suppose

the market demand, I am talking about 160 acre units, suppose the

unit. When assigned an allowable 500,000 cubic feet for that unit),
the pipe line company is not required necessarily to take that
500,000, is he?

A HNo, he certainly is not. He is required under the centrqct
to pay for it even if he doesn't take it.

Q Couldn't he take under that condition, couldn't he take

500,000 from your neighbors well and leave yours all shut in during

Q Suppose you rock along over a considerable length of time

|
duced your well completely, yet your neighbor has st there and {
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“produced his well at the normal allowable, he is not going to get
paid for any make up gas; is he? A Xo.

Q But you are? A That is cerrect.

Q And yet all that time his well has been produced and if
that is a common reservoir he theoretically could be taking gas out

from underneath your property?

A Except that I would be paid for my gas whether he took it
éor not. i
Q@ I agree with you there. The peint I am getting at is that
;an operator under your problem doesn't have any protection as to
gas which is in place under his prOperty; does he?
| A 1 don't think he has any ncﬁ; Bill. Let me give you a hy-
pothetical example. This is rather a strained one. Let's take a
two well gas field just to make it simple; we will say that purchaser
X is connected on to one of the wells and purchaser Y is connected
to the other. Purchaser I nominates on the basis of 500,000 cubic’

feet per day fer the month of April, wetll say, and purchaser Y

nominates on a million feet. You are going to set the allowable,

if you just pay attention solely to those nominations, at a figure
that will average 750,000 cubic feet for the two wells. Which is
more than purchaser X wants and not as much as purchaser Y wants.
‘Purchaser X may or may not take the full 750,000, purchaser Y may
‘take it all. The fact that you make the neminations; the faet that
1you set the allewable; doesn't assure the producer of going tomr-.
ket with his gas at all. The only thing thatassures him of going to
market is his contract; and that is what we are trying to protect.‘
For example; in February the allowables in Langmat, for example, were
more than twice what was actually taken by the purchasers, or the
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same situation over a long period of time and the well with the
smaller; that is connected to the purchaser who only wants to take
- a half a million; that well builds up a tremendous underage. He
has not taken; the purchaser hasnt't taken that gas and he has been
allocated 750;000; binds up a great amount.

A I don't know of any way you can force him to do except
possibly through some sort of ratable take order. I don't know
how you can force a purchaser to take gas that he doesn't want.

Q@ That is what I am getting at; if that well builds up a

large underage and over month by month the allowable assigned the

only other place he can get it is through an interchange through
‘pipe line.
A I don't know how those work. You get into FPC and other
things when you run inteo interchanges of gas. They have interchan

of oil as we know. I don't know how it works out in gas.

Q@ I don't either.

A There is no easy, there is no easy, no simple solution to

the prrblem you pose or to any of them. In the final analysis, thk

other well in the pool connected to the purchaser who wants to take

Q Let's carry your case a little further, suppose we ran thAt

At

a million, his allowable will be cut back to the extent that he cantt

get enough gas out of that well. He has to get it somewhere and the

re s

going to market with his gas, or either that or being paid for it.

\
MR, SPURRIER: Anyone else have a question of Mr. Adair?

If not, the witness may be excused. We will take a recess.

e (Witness excused,)
ADA DEARNLEY & ASSOCIATES

COURT REPORTERS
ROOM 105-106, EL. CORTEZ BLDG.
PHONES 7-9645 AND 5.9546
ALBUJQUERQUE. NEW MEXICQ

~39-

producer has to fall back on the terms of his contract to insure hiis



MR, SPURRIER. The meeting will come to order. Mr. Campbell.

MR. CAMPRELL: If the Commission please, it is our understand-
ing that a number of operators want to produce evidence in connection
with this Case 673, and certainly that is the purpose of the case.
In all likelihood the Commission will continue the case until next
month's hearing for the purpose of allowing these people to pro-
duce their evidence. We would like to suggest this possibility thﬁt
the Commission, in proceeding on this case, follow a definite line of
attack. In other words, that we first introduce, receive evidence

with reference to pool delineations and we receive evidence in con-+

nection with the definition of a gas well if the Commission wishes |
}to, the gas-o0il ratio limitations on oil wells, the establishment
?of proration units and exceptions thereto and then this contractual
jquestion so that everybody will know the order in which these thinés
will be presented. In the light of that, Mr. Russell is going to |
loffer at this time some evidence relating to pool delineation from}
‘Case 582 with one exception, all of these exhibits refer to pool i
dellneation. We are offering them at this time so that other oper?—
'tors and the Commission will know those exhibits which we intend tg
use in this case. The witnesses that were available in that cace are
~available now and will be available at next months! hearing forer;~
one interested in this. We are following this procedure; hoping
" that it will shorten the hearing in this case. Mr. Russell is goi@g
to offer the exhibits by number and by description.

MR, SPURRIER: Before I forget, do you move for a eontinuati@n
fte April 15, or next month? |

MR. CAE?BELL' Yes, I think we should have a continuation un-

l

_til next month., I think everyone will have ideas they want to threah
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ﬁgnz%andhanidanca_the¥_want~to»presen%~&%~%he—ﬂex%—h&&ringr«--~—7
MR. Y0ST: In your statement of these matters on which we should
hear evidence; we feel that it is basic in connection with this mat~
ter that we hear evidence on the question of waste and correlative
rights.
MR. CAMPBELL: I am sorry I neglected to mention that one.
First, the delineation of pools and then abuse of correlative rights

and prevention of waste.

ME. DAVIS: May I ask Mr. Campbell a question? Quilman Davis.
It has been our opinion that in considering these; or re-opening |
these pool cases that it might be advisable for the Cemmission to
actually make a determination as to pool delineation before we are
‘tempted to get into the pool rules or allocation formula. There may
be ideas one way or the other that would affect your thoughts on
‘the allocation formula if you knew the pool delineation.
| MR. CAMPBELL: 8o far as Texas Pacific is eencerned; I am sure
we concur in that. I doubt that anybody can properly appraise
their situation unless they know first what the definition of the
jpool is going to be. I think that is the reason the statute is

written like it is.

MR. KELLAHIN: 1If the Commission please. Jason Kellahin repre-

!
!

gsenting Samedan Qil Corporation and Continental (il Company. We as-

cribe to Mr. Campbell's motien that the case be held open for the
EApril hearing. However in outlining his order of proeedure; I would
like to state in behalf of Samedan that we have some brief testimony
1to present at this tlme on waste and we would like the eppértunity
te present it today, because we may not have the witness available

next month, It will only take about tuenty minutes. !
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|

- have heretofore been entered in connection with the Jalco, Langma

the Commission. I was just hoping that maybe next month we could |
procedure in thefishicn that everybody would be aware of at that
time,

MR. HINKLE: I would like to know what the status of the
record is at the present time in connection with Case 673. That
is to say whether cr not all of the evidence heretofore introduced
in connection with these orders leading up to the proration of the

gas in the Jalco, Langmat, Fumont, Arrow fields and also in conneg-

tion with rehearing of case 582 are to be considered as a part of |
the record in this case. i
MR. SPURRIER: They haven't been introduced, 80 we can't {
consider them yet.
MR. HIKKLE: Was it your idea to introduce parts of the record

in case 5827

MR. RUSSELL: Yes. Leaving out things that were not pertinent
to this hearing,in our opinion.
MR. HINKLE: I would like to make a motion that all of the

|
evidence heretofore intreduced in connection with the orders thati

i

f Jalco, Langmat, Eumont, Arrow Pools be incorporated and considered

~as a part of the record in Case Number 673,

MR. CAMPBELL: You are just talking about the evidence?

MR, HINXLE: All the evidence leading up to proration arders
in these specific cases.

MR. YOST: In what cases?

MR. HINKLE: In the cases providing for the orders in the;

provided for in the Jaleco, Langmat, Eumont and Arrow fields.
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MR, YOST:
MR, HINKLE:
MR. DAVIS:

' quest., Does he m

four and on down?

JUS— RS .

Canyféu speé{fy the cases?
I don't have the numbers right now.
I am a little bit confused by Mr. Hinkle's re-

ean the entire record put in cases 582, three,

MR. SPURRIER: I don't know. Is that what you mean? From 5827

MR. HINKLE:
MR. DAVIS:
ME. SELINGE
| MR. YOST:
:the notice of thi
MR. SELIKNGE
MR. HINKLE:
that some of the

ought to be limit

:ticular hearing.
MR. DAVIS:
- Jalco, Langmat, E
;stated awhile ago
ithe pool delineat
:cur testimony as
éoppose any reques
all testimony int

:because our testi

That is right. 582.

That was the first case, the Jalco 582.
R: Case 582 to 589,
Do those cases, do they come within the scope of
8 hearing?

R: Not all of them, no.

Your notice in this hearing as I understand it,

other fields might not be affected. I think it
ed to those cases that are specified in this par-
In Case Number 673 we are only considering the
|
umont and Arrow Pocl. For the reasons that I hav#
s we would like to have a final determination of!

ion by the Commission before we introduce or chan?e

to the proper allocation formula. We naturally

t of anyone to simply carry over all evidence and

roduced even in these four cases inte Case 673,

mony there might not be the same if we have a

single or two pools out of the four. f

MR. SPURRIER: The Commission will sustain Mr. Davis objection.

As we go along, t

_a blanket offer o

estimony can be introduced or offered, but to make

f all the testimony, the Commission will sustain«j
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|Mr. Davis.
MR, FOSTER: Mr. Chairman.
MR. SPURRIER: Mr. Poster.
MR. FOSTER: I would like for the Commission to be considerate
of the matter. ©One of the principal objections in the Texas Pacific

case was that there just wasn't any evidence in the record for any
jthing. They went back in detail to a lot of different hearings,
gave the case numbers and the order numbers and then said, "Well,
gthere just never was any testimony here to support any eof this®,
He went back there to Case Number 200 or something, I don't remember

'all of those numbers. Then we came in Case 582 and put on a lot of

testimony which I think is very pertineat here to Case Number 673.

’ MR, CAMPBELL: We are going to offer that.

‘ MR. SPURRIER: That is the point I am trying to make. Let's

% take it in as it is offered without saying all the testimony.
MR, FOSTER: That way you Jjust leave it up to Mr. Campbell to

- put in there what he wants in.

MR. SPURRIER: You can offer yours.

MR, FOSTER: I don't have any independant recollection of all

the testimony that went in there. I can't see any reason why all

- of the testimony that was offered in 582 insofar as it ias material
here to the 673 shouldn't be received by the Commission just on a
general offer of it., I can't see where that violates anybody's §
rights; or I can't see where it is prejudicial to anybedy. If it
is there; it is there and you can take it and loock at it and put ﬁp
whatever argument you ﬂant; based on it., This is not a court.

MR, YOST: Maybe I could explain our thoughts on it. Case
so forth a$d

582, there was objection to the form of the notice and
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| that we were going outside the scope of the hearing to receive cer-

tain evidence. We have now called a new hearing to reconsider all
matter regarding gas prorationing in these four pools. The offer |

was to put in all the records and the prior proceedings in several

| cases into the record in this case. To that we had an objection.
The parties present here may not have participated in all those
hearings; may not have had an opportunity to cross examine witnesses,
and we feel that by over-ruling that objection we would be jeopardiz-
ing the record in this case. We are going to do everything we ca

i
|
i

to get the record in this case. We would like very much for the

relevant testimony in Case 582 presented by all sides be made a pﬂrt
of the record in the case, but as long as there 1s objection to i%
" we don't feel like it would be safe to do so. ;
MR. FOSTER: I don't see how anybody could complain about i%.
MR. SPURRIER: Somebody did. |
MR, DAVIS8: Since I cemplained; suppose 1 answer your quest#on.
MR. FOSTER: Let me ask him and then I will get to you. Th%se
f rulings here before this Commission are more or less arbitrary. ﬁf
} you don't see fit to permit us to put into this recerd all of thel
- record in 582; there is no §lace we can go to explain almt it. i
That; likewise applies to Quilmants objection, !
ME. YOST: The Commission has no objection to the records of 582
veing made a part of the record in this case providing nobody objecés.
MR, FOSTER: Why be arbitrary as to kick it out because some-
body might kick it gut; because it might do something to them.
That is the point I am making. For whatever it is uorth; it

seems to me it ought to be in the record. Whether somebedy cbjec#s
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hurt him., If it don't apply, it just doesnvt apply. —If there—is—
something in there that isnt't material, it can't hurt him, I can*g
see the objection to putting all the previous testimony in from 58%.
I had intended if Mr. Hinkle hadn't made the motion, to make the

motion myself. I think the record ought to be complete. Whether

janybody has had a chance to cross examine the witnesses or not, they
]had a chance when the witnesses were here and if they are still here,
if they aren't satisfied; they can recall them and re-cross examin
them if they wish., I don't think that is a good procedure.

MR. SPURRIER: Mr. Davis.

MR. DAVIS: 7You ready for me now?

MR. FOSTER: I am ready for you.

MR. DAVIS: ,Judge; I am not objecting to Phillip's intreduc-
| ing any part of their testimony. As I recall, you had very little
Ein these cases except for statements, but what I am objecting to
is someone else putting any testimeny that we offered into these cfses
which are totally different from Case 582, We may or may not want
to put or propese the same allocation ferﬁﬁia;;‘ﬁe have offered
testimony supporting an allocation formula based on the Langmat and

Eumont Pool. We may or may ﬁot want to follow the same procedure,

| depending on pool delineation. We are net interested in having all

of your testimony simply transposed over to this record without (

f our own offer, §

f " MR. FOSTER: If what you put in befere just doesn't apply §
- under the facts; I don't see how you are hurt.

MR. DAVIS: If they apply under the f&ets; if they do; I

shall ask that the Commission incorporate our record into this

| case. |
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T MR, KELAHIN: Samadan- eikﬁerperazionfxe were the primary
$bjectcrs to Case 582 and the basgis of our objection was that we

*ere without notice or opportunity to be heard. We do feel at this|

|

r

}

l

ime that the Commission is following the proper procedure. We havé

?he opportunity of cross examination, we have had notice, for chat f
\

reason I would like to state now that we withdraw any objection,
re have no objection to the introduction of the record in Case 582

in this case.
|

| MR. SPURRIER: Judge Foster, do you want to offer your testi#
mony in 582 in this case? |
§ MR. FOSTER: I do. But I think all of the other testimony
iought to go in teo. I don't think we ought to just. I don't think
,the Commission ought to be placed just at the mercy of somebody that
offered the testimony and wants te re-offer it here at this time. ‘

§I think you ought tohave the benefit of whoever has come here and |
ﬁ

‘testified -- and certainly this Commission is intelligent enough

gto distinguish between what is relevant and material and what isn';
|
j MR. WALKER: Don't you think we are going to take that into

jconsideration when we read the record? |
MR. FOSTER: It isn't in there. |

{
|

MR, YOST: Would you have any objection to its being placed :
in evidence providing you had an opportunity to explain any part o&
fthe past transcripts? |

MR. DAVIS: With the understanding as teo any part of our
testimonies introduced in 673.

MR. ADAIR: Off the record.

{Discussion off the record.)

MR. FOSTER: I move that all of 582 be placed in 673.
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' FR. WOODWARD: ‘WE”EEEI&‘IIEé”té”éﬁ@ﬁf”éﬂWﬁﬁét“ﬁbfiﬁﬁ“iﬁ“féfﬁy
of it and further make a statement with regard to our understandiné
of the use to which the record in past cases can be put. It is ou#
understanding that that record doesn't belong with anyone, not eveg
the people that testlfy, that is a matter of record. If the Com- f
mission finds it of probative value; it is up to them to pass on

whether they will admit it in a general hearing or not. It should
not be controlled by any body other than the Commission itself. i%

a practical matter here, the only difference is that, that in order
ito get all of the relevant and valuable information in; somebody hés
;to sit down and screen all the records come forth, introduce perti#ns
;of them. The alternative is to introduce the recerds; the materiaﬁ
lirrelevant, porti@ns; or those which have no prebative value can be
gignored; those that have some value are in the record; or if neces}
ésary are available to the Commission for supporting any action tha%
%it takes, It is difficult to go through there and screen out ever%-
ithing that may relate to some action the Commission may want to ta#e.
' Put it another way, you heard a lot of testimeony, your judgment wi#l
%be affected by it; but if you try te go back and see what portions!
of the record you are basing that Judgment on; it would require yoﬁ

-to brain wash yourself of everything that does not appear in that ;

?record. There is no necessity of taking on that burden. We see
‘no possible objection or prejudice. The Commission, incidently;
has the power to call some of these witnesses if somebody wants to
cross examine them. There is no neotion that the proponent owns
his testimony or the portion of the record.

ME. SPURRIER: Mr. Davis.

MR. DAVIS: I would l;ke to answer one questlen. I believe .
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673 18 a new case. I don't believe that the Commission needs to
have authority. If they want to introduce the testimony in these

other cases; I den't have objection so long as my rights of takingl
that part of the testimony in the langmat and Eument Poels out in-{
sofar as it is inapplicable to our condition. Case 673 is a new }
case. You don't go in and pull all the records that may have beenf
introduced before this Commission in every case that has been held'
out here to support 673. f

MR. SPURRIER: Mr. Girand.
MR. GIRAND: If the Commission please, W. D. Girand on behalf

of Metex. I was only interested in the Eumont pool during the many

ihearlngs covering the nine peols or delineated pools. 1 have beeng

here in the hearing room during the 582 procedure., I did not takef
any part in it because I necessarily did not want to be bound by

what went on in that hearing. We are now confronted with the fact
that in Case 673 they propose to offer in evidence exhibits and tes-
timony that was pinpointed to the Jalco area and have it apply to

four different areas. We feel that the Commission can only consider

it in regard to the Jalco area and not to the Eumont or any of the

other pools. We object to its being offered insofar as it affect#

1 the Eumont Pool.

MR, CAMPPELL: If the Commission please; there is not an iaia
of evidence in that case that affects the Eumont Pool.

ME. GIRAND: That is correct. If it is adopted that a four-
pool hearing; unless it is pinpointed to apply to Jalco; we object.

MR. CAMPBELL: It must be limited.

MR. FOSTER: There is nothing in there that bothers him; why
1s he obgccting?
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_-VM¢EEWMSP§RRIER%mwinmeréer—%e—savew%imegﬂ%heWGamm%ssieﬁ~w%%}~eam-
sider all the evidence up to this point in 582 for this case., I
mean we will accept it. Now, Mr. Davis and everybody else for that
matter, has the absolute right to get up at any time and object to
whatever they want te, and at that time we will decide on the motion.
MR. CAMPBELL: That takes care of Mr. Russell's problem,
MH. RUSSELL: Did you have a question?
MR. SPURRIER: I wondered if you had anything further,
MR, RUSSELL: Did Mr. Campbell answer it satisfactorily?

MR. SPURRIER: He did. Did you have some testimony at this
time?

MR, CAMPBELL: With this record from 582 in the case for
present purposes; we are going to ccncluée;we may want to offer some
testimony at the next month's hearing if the case is continued in
connection with the other testimony offered here.
| MR. SPURRIER: Mr. Kelahin; you have some testimony?

MR. KELAHIN: Yes, sir,

G. E. TRIMRLE
having first beamn duly sworn, testified as follows:

DIRECT EXAMINATION

1

By MR. KELAHIN:

Q@ Will you state your name, please?

A G, E. Trimblas.

Q By whom employed? A Samadan 0il Corporation.
Q What position? A Petroleum engineer.

Q Have you testified before this Commission before and been
qualified as an expert in petroleum engineering?

A 1 have,
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MR, KELAEIN' Are the w1tness's qualifieatlens acceptable

to the Commission?
MR. SPURRIER: They have and they are.

Q Mr.Trirb.a, in connection with your duties with the Same-

dan Qil Corporatien, are you familiar with a well designated as
Samedan Hughes B Well Number 17 . A I anm,

| Q@ Are you familiar with a well offsetting that designated a#

Gulf Janda G?7
A I am to the extent of the available data.
Q@ Have you prepared a plat showing the location of those
two wells? A 1T have.
Q Would you mark thatas Samedan's Exhibit Humber 1.
(Marked Exhibit Number 1.)

shows?
! A This plat shows a portion of the Langmat gas pool in Lea
County, New Mex1co, partlculary wvth respect to Section 24, 23,
i36, Section 19, 23, 37. In 19, 23, 37 the Samedan 0il Corpora-

tion has a gas well located in the northwest one-quarter of the

Section. In Section 24, 23, 36 the Gulf 0il Corporation has a gas

{

| Q Would you state briefly to the Commission what that plat |

'well located in the northeast one-guarter of that section. This
:would make the wells offsetting wells,

Q Tell us what the color reflects.
| A The color red indicates or shows the Samedan Well; the
color yellow shows the well owned by Gulf 0il Corporation.

A They are.
| Q Do_you know what facility that is?

Q Are those wells connected with any gas pipe line facilities?

|
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A The Samedan well is connected only to the facilities and |
transmission system of the El Paso Natural Gas Company. The Gulf
0il Corporation, the Janda G-1 is connected to El Paso and it also
has anather; what might be termed, a connection. It is tied inte
what i# commonly known as Gulf’s; the gas 1ift transmission system.

Q Have you compiled any data on the completion and casing
. program of those two wells? & 1 have.
i Q Would you mark that as Samedan Exhibit 2%
| (Marked Exhibit 2.}
| A The Samedan Hughes B Well Number 1 was completed 7-25-48,]

 elevation of 3327 feet, 53 inch casing was set at 2755 feet, the

to 3080 feet and 3280 to 3350 feet. The Gulf Janda "G"™ Well Numbep
One was completed in 6-2-48 with an elevation 3355 feet, 5% inch

' casing set at 2816 feet, a total depth of 3352 feet. Gas pays as
; submitted to the Commission were as follows: 2870 to 29&5; 3010 t
13130, 3155 to 3240, and 3275 to 3315.

' Q Does that exhibit reflect that both wells are producing

[+

from the same formations?

A  The Commission recerds for the Gulf well show the well to

be producing from the Yates and Seven Rivers sections, The log on

- our well indicates that the well is also producing from the Yates

and Seven Rivers sections,
Q What peal;desiganted pool are those wells located in?
A At the present time this is known as the Langmat Pool.
Q@ Have you compiled any data on gas withdrawals from those
two wells? A I have, é
Q@ Would you mark that as Samedan Exhibiyhﬁumber 37
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(Marked Samedan Exhibit Number 3 for identifiecationm.)
Q Would you state briefly to the Commisslion what that ex-

hibit reflects?
A Before I do that I would like to say this, that the testis

i
i
I

imony that I am about to give from here on in is in no way to be

taken as a criticism of the operating procedures of the Gulf 0il

' Corporation. It is only to show that waste is present, that correl-

ative rights are not being protected and that the waste and the pr
tection of correlative rights will give the Commission a means by
| which they both may be reduced to & minimum, or completely eliminated.
Q Before you start commenting on that exhibit, what is the

. source of those figures, Mr, Trimble?

A The Samedan well, the Hughes ™B" 1-G, the source of these

j figures have been taken from the monthly gas report which we filed
with the Commission. On a pressure basis of 15.025 p.s.i. 1

_have another well in the Gulf Janda "G" 1, the source of these
figures were taken frem the records of the Gulf 0il Corporation in

% Ft. ﬁcrth; Texas; were on a 15.025 p.s.il. pressure base. Prior to

that time I had compiled the production data for the ulf well from

- their dry gas reports and with the exception of a minor percentagj

' deviation, the figures compared, or agreed. |

Q Does that exhibit show the production figures for anotheé
- well than the two you have mentioned? f
4 It does. Another well is placed on here. :
) For what purpose did you place that on there?

A This well is the Continental Stevens B-18 Well Number 2 f

which is indicated on the plat as the north offset to the Samedan%
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for this reason. Originally Samedan negotiated a contract with i&e

El Paso Natural Gas Company and the acreage in this contract was
40 acres even though we were producing from 160 acre unit. There-
fore, we had no basis on which to compare production from the Gulf

well sinece the El Paso contract with Gulf was on the basis of 160

~acres. Therefore, we felt it best to select a well which offsets

net only our own, but offsets the Gulf well to the northeast. The

Continental Stevens well is thes outlet fbr gas from this well is

to the El1 Pasc Natural Gas Company enly, and since it does have a

160 acreage stipulation in the contract, the withdrawals from thié

well could be compared to the withdrawals frem the Gulf Janda G-1.

In November of 1952 we renegotiated our contract with the El Pasgo

!

Natural Gas Company. Our acreage was increased from 40 to 100 acres.

Therefore, we are not going to bring the last two months of 1952 in,

but we are going to state that during the year 1953 our acreage, our

160 aecreage allecation in the El Paso contract was the same as

that of the Gulf 0il Corporation so that we, therefore, could com-

- pare withdrawals on an equal hasis.

Q What does that exhibit reflect in the way of withdrawal?
A In the total year, 1953, the Samedan 0il Cerporation sold
280,423 MCF to the El Paso Natural Gas Company. The Gulf Janda G-

for the year 1953 produced a total of 891,501 MCF,

Q You stated that Samedan seld to El Paso the amount you
quoted. Was that the total production from that well?

'
i

|

d

|

|

A That is correct, that is the total preduction from that w%ll.

Q Have you anything further to add to that?

A TYes, I do. To Jjustify the statement that correlative

i
|

|

' rights are not being protecte§, it was our opinion that it would bé
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|nec¢essary to shaw‘ﬁhat 1nequ*tabié“ﬁzthdrawais;“that—thnse~w1thf~
drawals would be, what I might say is this, that the production frq

)

'the Gulf well was affecting, or indicated communication in our well
%which would mean that the acreage under the Samedan well was being
:drained as a result of these unequitable withdrawals.
Q Have you made & study of the bottom hole pressures of each
of the wells involved? A I have.
MR. Y7"A¥TN: TWould you mark that as Samedan's Exhibit Numbeér 4.
(Marked Samedan's Exhibit Number L for identification.)
A I would like to say that this exhibit marked ®Comparison
of Static Bottom Hole Pressures¥, I would like to say that these

bottom hole pressures were calculated from the shut in pressures

'as submitted to the Commission offlce and theoretically they may b
criticized since, I mean a bomb wasn't actually run to the bottom of
the hole and a formula was used whieh took in the surface pressure

and from this formula the bottom hole pressure was calculated.

. This formula was taken from the Spanghang book and I don't have the

formula with me, but it is available in the handbook. Previous

‘experience, why this formula fairly well will agree with actual bottem

%hole pressure tomb tests,

| Q Does that reflect a regular decline =--
A (Interrupting} It does. I have plotted this on a --
(Marked Samedan's Exhibit Number 5 for identification.)
Q What does Exhibit 5 reflect?

A Exhibit 5 is a curve showing static bottom hole pressure,

. pP.S.i. versus time and years. On this exhibit the static bottom
hole pressure is calculated in Exhibit Four, is plotted for both the
Samedan well and the Gulf well. Even though that Samedan was on g
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i
!
|

' five inclusive.

- of waste, upon the further ground that statutes do not authorize t

- allecated unit; the total cumulative production from the Samedan
| well from its completion date te January lst, 1953 was 579988 MCF,

| lease? A That is correct.

#0—acre, what might be said allocated unit, and

the total production from the Gulf well from its completion date was
2;874;017 MCF.

Q@ In your opinien, does that reflect that there is communicpa-
tion between the two wells?

A 1In my opinion this reflects that a well on 160 acres is
capable & draining far more than that 160 acres and that this pro-
duction data in my opinlion shows that excessive withdrawals from
the gulf well has definitely reflected withdrawasls frem under the
Samedan 160 acres.

Q@ Or in other words, there has been drainage of the Samedan

MR, KELAHIN: I offer in evidence Samedan's Exhibits one thrpugh

MR, SPURRIER: 1Is there objection?

MR, CAMPBELL: If the Commission please, for the present purr
pose of the record, we would like to have the record show objection
|

to this evidence upon the ground that it does not censtitute evideﬁce

e

' 0il Conservation Commission to prorate gas lift gas inasmuch as it%

i

is not delivered to a gas transportation facility. |

MR. KELAHIN: If the Commission please, we do not agree with

j“I‘exas; and Pacific¥s positlon that the Commissien can not prorate

;caunsel will reserve his objection until we have completed, I feel

- for the purposes of protecting correlative right. On the basis of%

!

|

'
P
J— 3

the testimony offered up to now we propose to show waste. If the 5
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—sure he will see our position. - - e —

| A During the year 1953--
MR, CAMPBELL: I will withheld my evidence until he has ccm{

| pleted.

g MR. KELAHIN: You prefer I withdraw the introduction of the

. Exhibits?

MR. CAMPBELL: I don't care.

MR. SPURRIER: We will note the objeection and the Exhibits
will be admitted.

Q The testimony you have given up to the present time, Mr.
Trimble, indicates that correlative rights have been a@ffected. Do

|
g you have any further evidence which would show that the excessive;
; gas withdrawals from the Gulf Janda "G" well had resulted in wasté?
| 4 1 do. As heretofore pointed eut; 1 stated that the pro-
i duction from the Gulfl well was going both to the El Paso NHatural i

% Gas Company and to what Gulf calls their Teague transmission

| system, 1 have taken the Cll5 as submitted to the Commission by
i the Gulf Q0il Corporation for December 1953 to determine what happ%ns
to this gas after it goes into the Teague transmission system. I}have
some leases here I am not positive that they are all the leases; !
but I think there are enough leases here to illustrate that waste;
is occurring as a result of the gas 1lift gas. On the LaMunyon ‘
; lease; they show wells 6; 7; 8; 9; 10 and 12. B8aid all wells gas
11ft except Number 7. Total gas produced from six wells; 45'605
MCF, Five MCF used on lease; 45,600 MCF sold to El Paso Natural
~ Gas Company. Input gas from Teague gas system, 8,869 MCF Well
Number 6; L,268, For Well Number 8, 6,184 MCF to Number 10, 6 787,
- to Number twelve and 7,03h MCF to well Number 9. Ho waste occurrgd
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from gas 1ift gas on thal lease, The Travis leaseliged wells Number

1 gas lift.

Q The Travis lease listed to the Teague transmission?

A TYes, sir. Total gas produced, 13,682 MCP. Eight MCF used

on lease. 5,674 MCF sold to El Paso Natural Gas Company. 8,000

' MCF blown to air. Input gas from Teague gas system, 12,230 MCF,

There are two other leases, I dontt think there is any need to go
on because -~

Q ({Interrupting)} Go ahead and put those in evidencs, Mr.

. Trimble,

A mhe Saltmount lease Number 1 gas 1ift total gas preduced
10 138 MCF, 5 MCF used on lease. 6,898 MCF sold to El1 Paso Natura
Gas Cempany, 3,235 MCF blown to air. Input gas from Teague gas
system; 8;087 MCF to Well Number 1. The Hillis Well Numbers 1, 2

'3 and 4, 1, 2 and 4 gas lift. Total gas produced, 40,628 MCF.
%Ten MCF used on lease. 29,446 MCF sold to El Paso Natural Gas Com

§ pany. 11,172 MCF blown to air. Input gas from Teague gas system,

|

8,045 KCF, to well Number 1, 19,866 MCF, te Kumber 2, and 8,070 MCF

to Well Number 4. That completes that data.

Q@ In your opinion, then, is gas which is produced from Gulf
Janda "G" well contributing to gas that is being vented on other
leases? A It is,

Q Do you have any evidence showing any other waste?

A Eo; sir.

MR. KELAHIN: Thét is all.

MR, KELAHIN: I again éffer Samedants Exhibits one through
five in evidence.

ﬁR. SPURRIER’ They will be admitted. Does anyone have a
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'question?

MR. MALONE: Ross Malone of Gulf 0il Corporation. Mr. Trimb

you stated, did you not, that the gas connections on the Gulf Jand%

nge.l ywas to the Gulf gas 1lift system and the El Paso Natural Gas?

A TYes, sir.

Q Those are the only two sources to which gas from that well

is being delivered?
A From the dry gas report that is correct.
Q It is corrsct, is it not that all of the gas was put to

beneficial use? A Produced from the well?

le,

Q That was produced from the well used in the gas 1lift system

with the exception of the amount that you testified was vented?

A Yes, sir.

Q It is also correct, is it not, that if Samedan had had a
gas 1ift system through which it might have used a portion of the
gas from it's well; that it might have produced a greater proporti
of gas from the reservoir? | A Yes, sir.

Q You used the term waste with reference to the withdrawal
gas from the Janda well? 4 Ne, sir, I did not.

Q In what connection did you use that term?

of

on

o]

A I used the term the waste that the gas was being vented ¢

the leases where the gas 1ift transmission system was tied into tﬁose

b

leases at the gas 1ift wells. _ 3

Q That was the only respect that you intended tc use the

- word waste in your testimony? A That is correct.

A Have you been able to compute the amount of gas from the

Janda G-1 which has been 50 vented? A No, sir, |

Q It isn't ness1ole fer you to testlfy actually that any {

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106, EL CORTEZ 2LDG.
PHONES 7-9645 AND 5-5546
ALBUQUERQUE. NEW MEXICO

-5Q-



portion of the gas from Janda G-1 was so vented?

A VWe do not say that. We say it contributed to the waste.

Q Your testimony then; is that the venting of gas which
foccurred on the leases to which you referred, constituted the wasteq
to which you were testifying? A Yes, sir.

Q The source of that gas you are unable to testify to?

A It is the gas wells tied into the system. Any well that
]would be tied into that gas 1ift system would certalnly be contribut-
ling toward that waste.

Q The extent of the contributions or the other conditions
which might contribute to it are not within your knowledge, are théy?

A That is correct.

MR, MALONE: If the Commission please, the Gulf 0il Corpora-
éticn would like to move that the hearing on thls case be left open
%to April in order that we may verify some of the records that were
Eproduced in evidence. We do not have available the information to
?verify their correctness.

| MR. SPURRIER: The Commission will grant your motion. This
;case; the whole case has already been continued, but we will
ispeciflcally refer to that which you just mentioned.

| MR. SPURRIER: Mr. Stanley.

MR. STANLEY: Mr. Trimble, are you familiar with Rule 404 of|

the Commission Rules and Regulations?

A Not by number I am not.

Q I would like to read this rule inte the record. %Rule LO%,
. Natural Gas Utilization. After the completion of a natural gas wa#l,
'no gas from such well shall be first permitted to escape to the ai%,

secondly, used expan31vely in engines or pumps and then vented.

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106, EL CORTEZ BLDG.
FHONES 7-9645 AND 5.-9546
ALBUCUERQUE. NEW MEXICO

-60-




| Thirdly, used to gas 1ift oil wells unless all gas produced is |

|
gpreeesseé in a gasoline plant or beneficially used thereafter with:
| )

- out waste. Or four, used for the manufacture of carben black.”

~

i MR. SPURRIER: Anyone else have a questien of Mr. Trimble?
gﬁr. Macey.

| By_MR. MACEY: , |

Q In connection with what Mr, Stanley just read, does, if you
have got a gas well, you have to have a gas pool, you have to have

a common source of supply before you can have a gas well.

A S8tate that again. |
Q You stated that the Janda well and your well were gas wells?

A Yes, sir.

Q Why did you say they were gas wells? A

} A Because the check upon these wells, Qhat you might say, I
émean including that gas being fluid that fluid produced from this
;reserveir at this particular location is in a gaseous phase in the
! reservoir and to all practical extent is in a gaseous phase when it
is produced at the surface,

MR. KELAHIN: If the Commission please, the Commission itsel

hag defined the Langmat as a gas poel. As far as I know that orde
- 1s still in effect and has not been rescinded. The witness has tes#
tified that these are producing in the Langmat Pool. |

;
MR. MACEY: I agree with you Mr. Kelahin, but the question is

' before this Commission in this case. |
MR. KELAHIN: Yes, sir. If his testimeny can be helpful, I |

|

“have no objection to it. I just wanted to point out that he referred

to them as gas wells, they are in a gas pool and on a gas prcratiog
!

;schedpleir B !
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MR. MACEY: In order for the Commission to enforce The Pro=—

.

[
|
hisions of Rule 404 pertaining te the gas produced from the gas

1

wells, they have got to have a gas pool before they have got a gas

'well, haven't they?
f A It all depends how you loek at it.

f Q@ I am talking about the definitions. We have a definition
; , ,
'of a gas well. The definitien reads, "A well producing gas or

}
[natural gas from a common source of gas supply as determined by
A TYes,

{the Conmission®,
Q In order for us to prohibit the Gulf from venting that ga%

]
|
\

'we had to have that gas pool, did we not?
)

! MR, KELAHIN: I don't believe he is qualified to answer.
A VWhether it was a gas well in an eil reservoir, it appears
to me as long as you have waste that it can be set up as such, then.

MR. MACEY: I have no other questions.

T a2

5 MR, SPURRIER: Does anyéﬂe else have a question of Mr, Trimble”

i

| If not, the witness may be excused.

(Witness excused.)

MR, KELAHIN: That is 811l we have to offer at this time.

' would like to also join with the other companies in asking that

the case be held open to April and perhaps have a right to offer

further evidence at that time.

MR. SPURRIER: Doeeg anyone have anything further in this ca$e
|

to present?
MR, FOSTER: Mr. Chairman.

MR. SPURRIER: Just answer my question yes or no. Do you,

Judge?

5 MR, FOSTER: Yes,
———— —MR,SPURRIER: We will recess until 9:00 o'clock tommorow in
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MOENING SESSION, aHCH 18, 1954, 93100 A. M. |

(Whereupon the Yearing in Case 673 was resumed as follows:)

fle SPURRIER: lleeting will come to order, please. Ir.
gﬁinsworth.
% (Witness sworn)
| MR, ATHSWORTL: W. K. Ainsworth, Omaha, Hebraska. Mr.
Stahl and myself have some sugsested changes in certain rules that
were issued in conjunction with Cases 582 and 589, Orders 368-4 to
375-A. ‘Trese orders, 368-4 to 375-i were identical, except as
related to separate pools, and there are severn rules on which we
would like to suggest the changes be made. The first cne is Rule
Humber {wo, which now requires, or prohibits the drilling of a well

on less than 160 acres. When viewing the deletion of that rule in

its entirety, fule lumber Seven, we suggest a few minor changes,

|
one of which is to take into consideration those along Township 21,

where more than 640 acres are involved, and to waive the require-

ment that 2 standard proration unit be 160 gcres. The other changes

iwould require that the Secretary of the Commission grant exceptionf
|
‘Lo Tule Saven without formal notice and hearing, assuming that |
! i
certaiu conditions have been met. iule Hight, the changes we ‘

recommead there eliminates the need for filing preliminary and

i

supplemental nominations except as the preliminary nominations are?
Ebuﬁd to be wrong. |

i
» Ail. SPURATER: Let me interrupt. Do you have any more j
#opies cf your-- |

Hx . ALNSWOnTH: I brought about a hundred copies and I

thouzht everyone got copies yesterday. I have about three or four |
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f extra cépiés here, one of which I would like to introduce as our
|

%Exhibit, the others are available for distribution.

(Marked Exhibit Number Une
| for Identification)

Mi. AINSWORTH: Back to Rule Eight, the way it is written

|

now, we are required to file preliminary nominations, then to

' duplicate them as a supplemental nomination, whether or not our

‘reqnirements change. Rule Humber Hine, again deletes some portion

—

. that require supplemental nominations in addition, suggests the
change in the Rule that requires the recomiputing two months later
of allowables that have been already assigned. Rule Number 10 has
to do with the cancellation of under production., The way it is
written now, if a well goes into one balaneing period, five millio£
under, for example, and into the next balancing period 10 million

under, the original five is cancelled, whether or not it was made

up in the interim. Rule Number 11 is essentially the same thing

except it has to do with over production, and Rule 14 is simply to
eliminate duplication of reports to the Commission by the cperator¢
%and the gas purchaseras. That is the substance of the changes th&t?

!
i

we recommend. ;

|
i Mz, SPURRIER: Off the record. l

i
‘ {Discussion off the record.)

MRe SPURRIER: Go ahead. 1

| MR. ALNSWORTH: Well, I simply wanted to distribute these |
Suggestians at this hearing and give everyboedy a chance to think |

i
|

tham over, and maybe next month, iIf they want to eorrect or talk

tc us any further about the changes, we would be glad to go into it

That is all I had. :
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i o
| Y ;1?3
|

1% auyhoady bave & gmm@a af dre sdnsworth? . daceys

| “huii: Lo eonnseticn with your recommendatioe

‘ s, vhe suggested vevisions whieh you have sugZested

allow tho omaission to adjust, basically would allow the Com-
misslen %o sdjust the allowables a8 1o the pecosd sonths, oo the

seesud month felle
wvosur?

Waie ADNSWORTHD That 48 right. Tou would sdjuet your
Hareh aliowable te conferm with your Jusuary peried, and 4pril with
g batk two mocths later and

L‘?&W? periorsaice rather thas 2

recomputing the Januery allowablies.
i M. HAZEYL ALY right. Gom, Lo connection with that,

adnimes alicwable. Under your
?wismig eould you work a mindses allowable ssd be able Lo balaive
pecl or what do you know adout iv¥
| i, ALWGWOATHD WYall, 1f the afoimus allowsble 12 greater
than The warkes demand, i 4ou't see that yOu ean, | meen 1f you set
g gdodous allowable at five hundred Shoumscd and the sariket demssd |
{s ouly three, [ don's ses how it san be handled ratesbly. I havealt
@im that such thought, fraskly.
| B, BFERAEIAN;  Anyone alse have & quastion?

e AZAIRT  tugese AMdalr, Tesss Peelfic Seoal and il |

iwm%?* i pelieve your statesent wes you didn't gee how you could

¥

Wiiur  wakl, A soe plipelive was sll that ia L

jheolved that could e done. Ehes Ty
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iat a rate of three hundred thousand at the connection, there is no
]

%rateability.
? MR, ADAIE: Is there a rateable take under the present
jpreration system?

Mi. AINSWORTH: I think so.

HR. ADAIR: 7You are taking just as much as El Paso.
M. AINSWORTH: Oh, no. Per well you mean?

M. ADAIR: Yes.

Mii., AINSWORTH: I don't know that.

Mits ADAIR:; Then you don't know whether or not you are

taking rateably, do you?

| MR. AINSWORTH: I know that over a period of time we will
certairly have to.

g He. ADAIR: Suppose the allowable 1s two million feet per
&ay, suppose you take a million and El Pagso takes five hundred
thousand.

Mi. AINSWORTH: TYou say the allowable is two million?

#i. ADAIR: VWe will say that. |
| MRi. AINSWORTH: Well, how did the allowable get that high
1f each of us are taking less than that?

MR, ADAIR: Are you trying to éﬁy what you take fixes your
allowable?

Mi. AINSWORTH: Over a long perlod of time.

Mi. ADAIR: Under February, Langmat was one hundred four
thousand feet, Jaleo, one million plus per day, did you or did you
not take the allowable?

MR. AINSWORTH: I don't know, sir, I think we did, but I

i

i
|
i

|
dontt—have the February ,
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hrﬁQ;“ﬁDAIéﬁwlThe fié&%es we have on El Paso that took an 1
average of about 689,000 feet per day from our wells.
| Fio AINSWORTH: Well, if I may be allowed to guess, I
1 would guess that we took about a million per well per day.
| Mie ADAIK: Then, your takes and, between the two lines,
i was not rateable, was it?
} KR. AINSWORTH: No, not in a month, but if that were to
%cantinue for a year, one of us would find ourselves badly under
1and the other over produced and we would have to work out some
:sort of inner connection, exchange gas, balance out,
¥Mii. ADAJR: Have you ever done that?
HMi. AINKSWORTH: At Hugoton, Kansas, Qany times,
Miie ADAIR: You think it is permissible under contracts?
Mite AINSWORTH: Under econtracts?
Hii. ADAIR: Yes. |
| Mile AINSWORTH: I am quite sure that our contracts do not
%forbid that.
M. ADAIR: Is that permissible under your dedication of

gas?

M. AINSWORTH: To exchange gas.

Mi. ADAIR: In New Hexlico, on this particular gas we are F
talking about?

HE, AINSWORTH: I don't know anything to the contrary.

MR. ADAIR: Would you be willing to look into that and ati
next month's hearing give us a statement?

M. AINSWORTH: I sure would. |

MR. ADAIR: That is all.
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MR. MACEY: Are you familiar with 5l Paso's minimun take

provision of their contracts?

MR, AINSWOATIH: ©Only what I bave heard here in the Court

Mil, MACEY: You heard some testimony to the effeot that
%they have approximately a bundred thousand minimum take provisien
per day, which is over a one year period. In other words, if they
do net take flve hundred thousand per day ever ene year period,
they have tc pay for the difference they did smet take? |

| Hit. AINSWGRTH: Yes, sir.

Mil. MACRY: Let's assumie that we bave & pool and in that
pool we have two wells on 160 aere units, side by side. The al-
‘lowable which this Commission would nermally assizn to those wells
which we must assume are capable of produeling a considerable amsunt
of gas cach, with equal reserves, the Commissien takes no nomina-
tion and determine that the per unit allowable per day is 250,000

feet of gas. KNew, if we set a minimum allowable of 500,000 feet

of gas, there is mothing that says you have got to take that gas,

necessarily. but let's asmume that the pipeline company, or pipe-~
iliﬁe companies in the area, one of them, takes 125,000 {rom one of
%th@ wells and the eother one takes 375,000. XHew, over a year's
@eria&, those two operators will get the same income won't they,
%@canse they will have to pay for the gas they don't take, does
%hst follow?

% MR. AINSWOHTII: Yes, sir, they are bolh going to be paid

fer 500,000, as I understand it, all the dmes selling three seventy~-five
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and ene seventy-five, they are. ,’

MR. MACEY: ©Neow, if that situstion centinues over a lcag,g
long perioed of time, the one well, even though the operator has j
gotten the same amount of inceme for his well that his asighher~hl$
gotten, that ene well will have considerably less volume of gas
under his property than the ether well, isn't that true?
| MR. AINSWORTIH: That follows, certainly.

MR. MACEY: If they started out with equal reserves?

MR. AINSWORTH: I am net an engineer and may net be éay-
able of answers to further guestions.

MR, HMACEY: What I am getting at is strictly a pipeline
problem, I believe. If you are taking ratably or El Paso taking |
ratably, do you think you ¢an approach s minimm rate of take
within 2 poel?

MR, AINSWORTH: 1 do net.

1 MR, SPURRIEH: Anyone else?
| MR. ADAIR: Vhat difference would it make, Mr. Ailmsworth,
|

. whether you had a minimum take eor not, set the allowmble at
500,000 or whatever you want, under Mr. Macey's hypothetical sit-

‘uation, what difference woeuld it make whether you had a minimum
‘allauahle or not, a8 long as you take 125,000, and El Paso 375,000,

‘that situation is going to exist regardless of what the minimum i
‘allewabls is, would it not? |
| MR, AINSWORTH: Aré you assuning that both pipeline com- |
%P‘ﬂiel have that pipeline? |
MA. ADAIR: Leave that sut entirely. Let's assuse that _
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m have an allowable set ai 500,000 feet per day, and let's
ssswme, as iir. Hacey bas assumed in his hypethetical situatien,
that yeu take only a 125,000 feet and the other 375,000 per day,
you are geing to wind up in the same situation as !ir. Macey has
described, are you not? In ether words, the minimm allowable
has nothing to de with the fact that one purehaser takes more than
the others, regardless of whether yeou paid for s certain quantity
or not, is always going to result in inegulty, is it not?

MR. AINSWOHTH: If you fix the allewadble mﬂﬂ#&tly at
& greater figure than you kmow the demand is geing to be, you might
}n&ke thai minimen two million, or five millien.

1 ¥R. ADAIR: There is nothing about the allowable that re-
hﬂrea a purchaser te take the gas, is there?

| MR. ALINSWORTH: No. |

MR, ADAIR: You sctually take what you need?

MR, AINSWORTH: That is right. |

MR. ADAIR: Hegardless of what the allowable is?

? MR, AINSWORTH: But your neminatiem is a ferscast of what

yaar needs are going 1o be.

HR. ADAIR: But you don't know what yemr needs are geing
to be until a peried is passed, do you?
, ME. ALNSWORTH: Well, we den't kmew te the MCF, but we
knew pretty accurately what our requirement might be.

MR. ADAIR: D¢ you have any ldea how much gas you toek
per unit from oither the Jalec or lLangmat?
ME. AINSWORTH: A millien per day per well, a guess.
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MR, ADAIH: Let's assume that is a geod guess. Then in
the langmati, where ihe allowable i3 1,044,000, or something in
that order; you 4id net take the full alloweble, did you?

MR. AINSWORTH: If theose fligures are aceurate, that is

right, I don't have any way to check them now.
| Mit. ADAIR: So, setting the allewable, exeept the place
- abeve which you ean met go except in an emergency?
MR, AINSWORTH: Well, you have rlaxihiliﬁy o go abeve

that.
MiR. ADAIR: You do have that flexibility?

KB, AINSWORTH: Sure, the reserves provides six times
i the eurrent allowmble.
% MR. ADAIR: The point I am trylng te make now, I am not
trying to trap you, or anything like that, all I am trying to get
‘eut of you is this setting the allewable, that has nothing to do
 with yYour actual take of gas.
| i, AINSWORTH: During the currest menth, that is right,

during this month of March what the schedule shews the March al-

éleuabie to he may not have very much to do with how mueh we are
%ggjag tc take during the menth of May, but what we fail to take,
or do take, is going to reflect im cur May schedule.
| HR. ADAIR: Vhen did you intend taking the 44,000 that
you did not take in Langmat when dld you intend taking that?

MR, AIRSWORIH: I am sorry --

HR, ADAIR: ({(interrupting) Yeou were somewhere in the
?aighberhasﬁ of a million feet per day per unit?

U -
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MR, AINSWORTH: That 18 a guess.

Mit. ADAIR: The Langmat allowable was a millien ferty-
four theusand, approximately, you didn't take that. When did you
intend to take it?

MR, Azgsfé:&*:ﬁ: Maybe this meonth, if not next menth.

MR. ADAIR: 1is it in a part ef your nominations for the
mounth of April?

MR. AISS?&T%: Owr nominatiens are what we axpeet te
take in total.

HR, ADAIR: DBuring the menth of April?

HR. AINSWORTH: Nad they been eurrent §r what?

HR. ADAIR: So in effeet, you have ignored t&t 44,000
that you did net take in February?

HMR. AINSWORTH: Ne, sir, ihars are seme rather compli-

- eated computiations that Mr. Macey and I have spent some time on,

so the exact method of making sdjustments for the overage and
underage, I think you have to understand them before you ean
understand what I am trylng to say. One pipeline eould in one

pecl, suppose it is us with eur requirement for 10 million a day,

 three hundred million & menth, pose that peol had a underage

of a hundred million at the beginning ef the month, all the wells

in the pool had a combined under preduction of a hundred millien,

ve want three hundred million, seo the Cetmission then sets twe
hmdred million of current allewable ameng all the wells in the
fields, adds te that the under hundred million.

MR, ADAIR: That is just a bookkeeping matter?
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MR. AIKSWORTH: That is right.

MR, ABAIB: You do take only what gas yeu need, regard-
less of what the allowable is, is that cerrect?

M. AINSWORTH: By month, in one psrtiéuiar smonth, that

'is right.

‘ MR, ADATR: Do yeu, as a pipeline eompany, bave any ob-
jectien io the Commission writing an order setting the minimam
'allewable at your minimum pay provision of yeur centract, with
the understanding now that you don't have te take the gas and you |
‘are not going to take the gas unless you need it?

HR. AINSWORTH: No, smir, we do net.

| HR. AVAIN: You take only what gas you need, regardliess
1ef what the allewable is?

@ MR. AINSWORTH: fhst is right.

HR., ADAIR: New, do you, as a pipelime company, haia any
ebjection to the Commissien reguiring yeu te live up to the terms
of yomur contract?

HR. AIﬁéﬁ@ﬁiﬁ: I don't know whether I shonld answer that

or not, whether I am competent te answer it eor mot. If you want
me to answer for myself, I will say that I don't like a ninimus
allowable of any size. |
HH., ADAIR: But you are willing io sentract te one?
MA. AINSWORTH: Ve strive to fulfill gur eentract c&li-
gations.
| #h. ADAIR: For a period of seme 20 years or mere?
MR, AINSWORTH: Ve do. |
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Bit. ADAIR: Yeou should then have no objections whatso-
ever to the Commissien's setting an allowable that would permit
you te fulfill yeur contractual odbligaiions?

; M. AINSWORTIH: I don't kmovw the MP to that., I

? think that the pipeline companies, certainly, we must bave enough
flexibility that we may underpreduce these minimmms in sumer
months when your market demasnds are lew and your whele system is
- golng through an overhanl, and to undertake such minimums, sinece,
naturally, within time you have met the annmual requirement. Cer-
tainly, we expect te do that.

MR. ADAIR: Them if yeu expect te meet the annual, then
you should have no objection vhatsoever te the Cenmission per-
ﬁttmg you to de that?

MR. AINSWORTH: Over a year's time or menth by menth, er

Eui’t.k & minimmm of 500,000 per well?
MR. ADAIR: Whichever way your comtract is, I understand
it is a yearly basis, is that right?
% M. AINSWORTH: That is rigiit.
] ti. ADAIR: 5o that it would average ever a year.
MR. AINSWORTH: I den't see the need fer such an order,

if the time should come, them I think the epersters might prebably |

come and make a ease to the Commissien.

| M. ADAIR: Well, if you don't intend te vary frem the
terms of your contracts, then you as a gas purchaser certainly
should have no objection te the Commission setting the allowable

|

in such a manner as will permit you te live up te your contract.
eaitastasibalie o il
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M. AINSWOURTH: I have te ask yeu again if you mean
563 600 feot s day every day every month, er do you mean some
mi lump sm?

; MR, ABAIR‘ If the Commismion sets the allowable at
500,000 feet per day per month every menth will net that permit
yout to live up to your contracts?

| . AINSWORTH: We don' t, have such contraets as that,
and personally 1 would hate te sce that, beocause we are going to
require less than that.

Mi. ADAIR: Yeu have testified that you haven't taken
the allowable, you take suly what you actually need, regardless
of what the allowable is. If the Commissieon sets the allowable
!a& s figure that permits you to live up to your cemtracts over a
}yur's time, or El Paso, over a year's time, serving you as a gas
purchaser, you have no objection to the Commission setting the

allowable in such a fashion it weuld not im any wise cause waste,
would it?
' HR. AINSWORTH: If they fix the mmrket demand.
| MR. ADAIR: Regardless of what the allowable is.
MR, AINSWORTH: I almo testified that those amounts that

we return one mentih are going te be made up the following er the ‘
seecond following. They are not going to become cumulative as they
an:ta in your proposal, as I see 1it, if you eentinually set the
allowable greater than demand, you are geing to bave & ppramiding |
tmdar produetion that never will be made up. i
Ha.k ms Let's look at it this way, let's assume that
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you have considered te take a hundred and 80 thousand MCF a year,
per wnit. Now, il my figures are correct that would average out
PbQut 500,000 feet per unit per day, would it net?

| MR. AINSWORTH: That is right. |

MH. ADAIR: You intend, as a &as purchaser, you have con-
sidered to take that unit to live up to your coentract, right?

MR. AINSWORTH: Right, we de.

Mil. ADAIR: As long as the Commission writes that up and
sets the allowable 500,000 per day per unit, hew are you hurt, how
ia the Commissien hurt, the preduction hurt?

MR. AINSWOHTH: On July first, underages are going te be

cancelled.

MR. ADAIR: 1 am talking abeut your actual takes and what
you are contracted to take. Let's forget for s moment what is
#ﬁéer and what is over, as long as the Commission gives you an
%ggcrtnnity te get a 180,000 iCF per year, the Commission has per-
1'.1:*.3& you to de all you want te, hes it not, as leng as they per-
+1t you to take that mueh gas, that is your only interest isn't it?
MR..AINSWORTI: We might require three times this minimmm
%knt you are talking about.

|
1

|

MR. ADAIH: During ene month, I understand that.
HR. AINSWORTH: VWe might require balf of that in other

months.

M. ADAIR: As long as the Commission sets its wells in

‘such a manner as to permit the producer to preduce against you ifr j

. ; o -
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you de net live up to your comtraet, do you as a gas purchaser
bhave any objectien to the Commissien metiing an allowable?

HE. AINSWURTH: I think the Commission should seé every
month what the allowable will be of all the companies buyiug gms
' in the peel.

ilRe ADAINH: Under the hypothetical situatien that I give
yYou, do you think the Commissien should set an allewable eof
180,000 MCF for a year?

MR. &Iﬁ&ﬁfzﬁf’ﬁ:‘ Ne, sir, not necessarily.

Mi. ADAIR: 1In other werds, you think the Cemmission
should set an allowable at a different figwee than vhat you have
congidered to take?

| MR+ AINSWORTH: At a figure, the tetal of which will be
%:11 nominations, whether they be more or less than one menth.

? MR. ADAIR: Regardless of the terms of your countract?
MR. AINSWORTH: That is right.

HR. SPURRIEH: Anyone else?

§ MR. MACEX: Yeu have been asked a let of questions and

Eyan aidn't angwer all of them. I would like te elaborate a little

bit about this business of calculating your allowable. How, as
Mr. Adair, to use his example pointed out, the Langsat poel for
?Janaary vas one million, four hundred thensand per well per day,
appreximately, and you agreed that you teek abeout a million.

MR. AINSWORTH: That is for February.

HR. MACEY: Well, any month yeu want te mame. All pight,
|February. Now, you set your neminstions, you will have already

|
!
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filed with this Commission your nemination for the menth eof

| April?

|  MR. AINSWORTH: Yes, sir.

MR. MACEY: You falled theoretically te take 400,000

| cubie feet of gas in February frem a well. 3XNow, if the tetal
allowable for the month of April is reduced, the total eurrent
allowable for the menth of April which is ecomputed by taking the
vomination and dividing ameng all the wells is reduced by that
400,000 average, you will in effect be taking that February al-
lowable that you didn't take, isn't that cerreet?

MR. AINSWORTH: That is right. xw that we are gow
ing to take a millien, still, we will in April, we would be takinq
800,000 and 400,000 in under productioen,

Mi. MACEY: And your nominatiens are based on actually
what you want tetake satisfying preceeding menths at all, is that
| correet?

HMH, AIKSWORTH: Tetal takes.
IR, MACEXY: So that at the end eof April, if you take
- exaetly the allowable, you in effect, would have taken exactly

| the allowable that has been assigned during a period?
MR, AINSWORTU: The February sallowable and the April
| allowable.

M, MACEY: That 1im all.

MR. SPURRIER: Anyene else have a gquestien of Mr. Ains-
- worth? If not, the witness may be excused, Hr. Foster, did you
| have some testimony you would like te put on?
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MH. FOSTER: Yes, sir.

MR. SPUBRIER: Are you ready?

HR. FOSTER: Yes, sir. If it’ please the Commismien, I
want to congratulate Jack Campbell a little bit. I kind of 1like

 what he said yesterday, and the way he said it, although I didn't

agree with all of it. I think it is helpful to everyons to kind
ef briefly outline what we expest to prove. Nr. Grimm here has

heretofore testified to these pool delineations and today he will
testify to the same matter. VWe are going to attempt to show that

the vertieal limit ef the Jaleo, Bumont, Langmat and Arrowv Gas

Pools, as prosently delineated by the Commission, should be
abolished and the vertical limits extended as one poel te include
Yates, Seven Hivers, Queen, Grayburg and San Andres. We will
effer by ancther wiiness, testimony regarding this matter of

‘minimum well allowables. We will also attempt to show that the

real guestion invelved here is how best te limit the gas preduc-
tion from the gas wells and the gas production frem the cil wells
producing frem this common source ef supply. We will further at-

(tempt to place in the record here, that with as little history and
‘background as we bave on prorstion of gas in New Mexico, that we
must of necessity produce largely on a trial and erreor basis, as

a means of finding the point of equalizatisn of reservoir veidanee

éaf space between the gas wells and the oil wells. One other rs-
mark that I want to make here, it may appesr a little bit out of
line, that we seem so far out ahead of the parade here in taking

sueh an sctive part in presenting testimeny inm this case, when our

L_,.,,,,__\,,, C - S o e
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interest is relatively speaking, in all these areas, small as
compared to other producers' imterests. But we kind ef got inte
it and we don't want to just gquwit and walk off. I think these

| recerds ought to have some facts in them and sometime, I don't
 kmow how mmeh time should elapse, but we ought to get out of the
talking stage on this matter ef preration. This has been sert of
& running affair for over a year now, sand we don't secem to be

getting anywhere, except just to meet and talk sbeout eur problems.
ﬁﬂr,wewegsingtaputthsf&etainhommﬁﬁmeb&ﬂye&u j
has got any testimeny, and deesn't agree with it, they can put i
the facts in. We think we owe that duty te the Commission. |

MR. SPURRIER: Let's take a recess, Judge, before you

(Recess)

MR, SPUBRRIER Heeting will come to order.
B. B. GRIMH

baving been first duly sworn, testified as follows:

.

€ Would you state your name to the Cemmission?

A K. b. Grimm,
; 4 And you have testified here before, haven't you, and
‘stated your qualifieations, haven't you, Mr. Grimm?

A Yes, sir. |

@ I want you to mark these exhibits here mow, that yeu |

bave on the boards, and on the wall, in the order in whieh yeu will

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106. EL CORTEZ BLDG.
PHONES 7-9645 AND 5-9546
ALBUQUERQUE. NEW MEXICO

R -



testily regarding each one, starting with Number Une and con-
tinuing until you have finished.

4 (Witness complies.)

€& Directing your attention there, Mr. Grism, te the
Bxhibit which you bave ldentifled as Exhibit Sumber One, will yonu
tell the Commissien what that Exhibit is?

A Exhibit Humber Une 1s a map af the area of south-

o R i e A M

eastern New Mexiee, consisting of Tewnships 19, 20, 21, 22, 23,

| 24, 25 seouth and Ranges 58, 57, 58 east. ©On this map we bave in-
| dleated the wells which have been drilled as oil wells in the

| ares, or as a supplemental oil or gas well, in addition to gas
wells that are on here. Then we have desigmated the wells in

the individual field areas as the Commission presently delinecates
them for oll peols. The different colors encireling each oil well
 symbel were put om in order to more easily delineate the field in
whieh the wells are presently listed. Hewever, we did not use @
 different ealor fer each field, but merely a different color for
fields adjacent te each ether which are net separated by a non-

 preducing ell area. In ether words, the Menument area, the Eunice

Honument field, the oil wells are encircled in red and the dunice,

ithey are encircled in blue; however te the east of the iLunice Monu-

émaat area, both the Skaggs and Hardy wells are oireled in red.

j However, the Hardy and Skaggs are separated from each other and

| by Henument, by a nen preducing eil ares simply south of Eunice.
I have the southeast Lunice wells eneireled in red and the area

- ahead ancireled in red. lowever, 7the;”are separated from each

-
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ether by s non producing area insefar as oil is eeneerned. The
same type of designation is ecarried through, all the way down to
| the Texas, NHew Mexico area, or boundary.

¢ Let me ask you this. VWhat preducing oil areas are
shown there on ihe map, can you name them?

A Preducing eil areas? »

@  Presently dalinateé by the O0il Conservation Commig-
sion.

A  Those which are presently delineated by the 011 Con~
servation Cemmission and which are encirecled on the map are the
Euniee lionument, Skmaggs, lardy, Penrose Skelly, Langmat, Falby,
Leanord, South Leonard, Eaves and Rhodes.

|
|

|
' areas are indicated en the map?

{ ©Now, a® presently delineated, what gas preducing

A The gas preducing areas shown inolude all of the Zas
pools now under the names of hument, Langmat, Jaleo, and Arrew.

4 Just these feour pools?

A Yes, sir, but they arei Bot separated one from the
other.

@ I understand that, what is yeur seurce of information,

fvith respect to the facts reflested on Exhihit Number One? |
A  4llowable schedules of both oil and gas. | ;
] Now, I netice there that you have the oil wells eir- |
eled. Low have you designsted the gas wells in this ares that you |
are talking about, these four poels? |
A The gas wells are designated by a star symbel made '
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gvith a brewn celered pencil, with the acreage supporting or alle-
| eated te each individual ges well, X'd or erossed with the brewn
éae}.areé pencil,

Q& How, again, your infermation, with respect to that
which is refleeted on the map was obtained from what souree?

A 011 Conservation Commission proratien sehaénleé.
Q Now that map, as I look at it, reflects gas wells
throeughout the entire area of these four pools that you have
named, is that cerrect?

A Yes, air.I

@ Apd in this area, how many oll wells and bow many gas
wells are there?

A Hitﬁin the ares and lneluding only the wells so desig

;nated in the pools previously menticned, there are 2308 oil wells
ésnﬁ 383 gzas wells,

4 As presently reflected on the schedules of the Com-
| mission?

A That is not the Harch schedule, because it was not

available to me, that is previous te Mareh.
G On the February sehedule?

A Yes, sir.

¢ How, for what purpese did you prepare that map, MNr.
' Grimm?

j A I prepared the map for the purpese of aiding me in
‘éslineating what I believe to be a common seurce of supply of oil ;

‘and gas, or hydroearbon materisl within this area. |
SR |
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G Within the four poels that are premently designated
as oil pools and gas pools, is that cerreet?

| A ¥ithin the four pools presently designated as oll

} pools and some, I don't remember the mummber, eight or tem oil
pools, but the area goes outslide of the presenily designated gas
poel limit.

& How, you say the area, you mean that laterally?
A Yes, sir. |
4 And vertieally?

A Yes, sir. |

Q4 MNow, directing your attentien there to txhibit Number
' Twsi, will you tell the Commission what that 1s?

A EHExhlbit Number Twe is a stmetami contour map con-
structed on the top of the "H" fermation, having a eontour inter--
val of 100 feet.

Q@ That is the structiral map that weuld overlay the
area you have juast talked about, as refleeted on Exhibit Kumber
One, is that true?

A That is correct.

4 Hew, you have prepared scme creoss sections of these

areas that you bave heen talking about. |

| A Yes, sir, I bave, and they are located on this map

aad the cross seetions themselves are oen an individual exhibit
placed on the wall.

& And you prepared east and west and nerth and south

. cross sections?
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F———-*d¥w—ffipreparaﬁ”ﬁns*nbrth‘ﬂﬁﬁ“ﬁbﬁth”&fﬁﬁi‘Eiéﬁion, top area |
| of the Sunice Monument field and continuing on down to the Texas,
New Mexico linme in the south end of the Rhodes Oil pool, and threeg
east-west cross sections, one acress the center of it as reflscted
on the structure map in the Eunice lionument pool. One goes aleng

the south part of the Eunice portion of the Eunice Fonument pool

and from there over just north of the Arrowhead pool and continu-
ing on to the Penrose Skelly Cil Pool and the three sast-west
cross sections are across an area between Cooper Jal and the Langlie
Mattix (il Pools.

Q As regards the vertical limit of these four gas pools,
that are presently delineated by the Commission, what produeing
formation are we talking about?

A Ve are talking about the Yates, Seven Rivers, the Queen,

' the Grayburg and the San Andres in the entire area.
|
|
§ How, have you prepared a ¢ross section, north and south

| eross section of these producing areas for the purpose of demon-

istrating here to the Commission that all these producing formatiang
|

gthat you have mentioned are contained in ome common source of aup—}
ply? %
| A Yes, sir, that is, I think I have marked it as Exhibit

‘Number Three. ;
ﬁ
Q Will you go up to Exhibit Number Three and, you may have ;

}
to speak a little louder, and explain to us the north and south g
;cress sections of these gas producing areas that you have nontiane&?
| [
A Starting in the north edge, north of the Monument 0il 1

1
i

'Pool, Section 19, Township 8, South, iange 37, east. |
| |

O S — —— -
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|

Phillips Lambert, Gulf Number 3ix ldathews, Atlantic K, State,

Q Now, just so that everybody will get a little orienated
will you come to Exhibit Number Two and point out where that would

be on your contour map?
A Just morth of this area right here. This cross section

then goes in a southerly direction throwgh the Kelly Number One,

Continental 2-B-18 leyer, Shell State, Atlantic et al. Selby, and
ends in the Continental Number 2~Wl0 Eaves, in the northwest of
the southeast of Section 30, Township 26 South, Hange 37 East, Just
above the Texas-New Kexico line on the very southern edge of my
map.

Q That is on Exhibit Number Two.

A I might say this cross section is along the western edge

of the structure as it is so mapped on Exhibit Number Two in order
to stay comparatively close to the presently designated limit be-

tween the Jalco and Langmat gas field. |
Q How did you select the particular wells that are éelineaﬁ

%ed there on Exhibit Number Three? !

? A I did not select any particular wells when I first laid
_ |

% out my cross sections, but I exhibited the position in which I |
: !
- wanted the cross section to be drawn. Then the wells were estima€~

ed from information which we had in our own office and from wells
| I
~on which we had logs and were not meant to take in every well that

fwe had that information on, but merely te show a cross section 1n§
|

a north south direction and get enough wells on there to show ap~§
proximately the tops of the individual formations and to show ther

; continuity from north to south, as far as cur information made it.
I e SO, o
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|available. e |

Q From what source did you obtain the information, with re-
‘speet to the wells that are shown on Exhibit Number Three?
| A These well locations which we secured from the individual
well logging service companies.

@ Do you regard that as a reliable source of information?

4 Yes, sir. |

& There is nothing unusual about that, it is standard
practice in the industry, is it not?

4 That is my belief.

Q 1f the same information was available from the individual
company itself, there would be no substantial bearing on that and |

the information you get from the individual companies, would thereb

A That is right.
Q There shouldn't be, at least, should there?

‘i A o, sir.

| @& Now, these several wells that you have identified there
{on Exhibit Number Three, they are not to be taken as the only well?
%which would reflect the information with respect to the producing |

jformation, are they?
E & Ho, sir, tﬁere are a lot of other wells.

QU You could have gotten the same results as is reflected
on Exhibit Number Three, there, by the means of using other uells,%
icould you not? i
j A ThatAis right, it would be. 4 similar cross section woul#
?nat have been identical, however. |

Q@ You have used somebody else's wells, it would have been !
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| wells.

- that line was used to line up all of the individual wells in their

of the cross section is at a plus 1l hundred feet above sea level,

S U |

designed to reflect the same information as reflected by the use
of wells shown on Exhibit Number Three, is that it?

A That is right. |

Q@ Tell us what Exhibit Number Three shows.

A That the north end of this trend of oil and gas reservoir

by gas wells, I beg your pardon, partly by gas and partly by oil

¢ Yes, sir.

A  The Exhibit alsc shows &s you go in a southerly direction
wells of approximately the same depth do not penetrate, maybe I
better should say wells to approximately the same subsea depths do
not penetrate.

@ What is the subsea data you are using there?

4 In Exhibit Number Three, the horizontal liné at the top

relative position. !

@ All right, now, go ahead and tell us what it shows.

A It shows that these formations -- |
Q¢ VWhat formations are you talking about? f
. .

The Yates formation, for one, is continuous from the

‘north edge of the field to the south edge of the field, and has é

'been penetrated by the wells on this eross section. I might say

right here that we, in our offiece, do not pick a Seven Rivers j
Point, I mean a combination of the Yates-Seven Rivers formation

' that is named in various publications.

(- S - —
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You didn't separate 1t?

—5
A  That is correct.

Q Us K.

& The Queen formation is productive of both oil and gas in
| the north edge of the area as depicted on this c¢ross section and
as you approach the area in the southern edge of Township 21, South,
Range 36 east, it 1s getting down below the productive interval of
the individual wells.

Q@  About what point would that be, on Exhibit Number Two?

A Well, that is about the poilnt of Shell State well, whieh
is in the southwest, southwest Section 32, Hange 36 east.

Q@ Will you indicate where that would be here on your contour
map, HExhibit Number Two, or go over here on Number One.

A Hight here, (indicating).

Q ‘Where is that on Number One, cross over there.

A Hight in the south edge of the Eunice field, which is

right there.

Q@ South edge of the Zunice field, with a produecing forma-
i tiOﬁ. |
A I was talking about the Queenformation as is shown on

this cross section, however the Queen pleks up again in Section

34, Township 23, South, iange 36 East, as is shown on the Grayburs,
; Number One, Stephens Well. It also picks up again to the east ?
§ of the position which I have on my eross section. The Grayburg E
i shown on this cross section on the north end of the section is |

productive of both oil and gas on the Eunice Honument area and

disappears from production standpoint approximately in the peak o#
b S B
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o - e 1
lthe Continental Humber Two kieyer Section 28, Range 36 East. The

Grayburg is also productive on the fast Skelly area.

Q  lHow, indicate where the Grayburg becomes non-productive
on the north and south cross sections here with respect to Exhibitis
Number Une and Two.

A Approximately in this position on Exhibit Number Two, and

across here on Exhibit Number Uns.

¢ C. K.

A  5imply the San Andres is productive of very little gas,
méinly in the oil zone in the Eunlce Fonument area and disappears
from a productive standpoint at about a mile south of the division
' between the boundaris of the Funice Monument Pool and the Eunilce
area, -unice Honuments. It also is productive further esast of the
Skaggs Pool, but only in the oil pool, to my knowledge.

€ Now, turning to your east-west cross section, with re-

spect to these formations that you have identified, what do you
find there?
A On my east-west cross sections, which are identified as

Exhibit Humber Four, Five and S5ix, in this hearing, I show that |

the individual feormations of Yates, Queen, Grayburg and San Andres,

are continuocus in an east and west direction aecross this inner

trend. However my cross section as I go south, pieck up fewer of

these individual formations, by reason that the wells did not
;penétrate them. They are not productive in the socuth end. How-
iever, 1 do not mean that the formations are not there. '

§ Yes. Now, on Exhibit Number Four, there, what wells do

;you have shown there, lr. Grimm?
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-what wells are refleeted on that?

Faouthwest, Township 25 3outh, range 36 East, goes in an easterly

'
}
i
|
|

E
1

' exhibit is the same as your scurce of information regarding the |

3inclair Humber Four Hanagar, whieh is Northeast, Northeast,

A :xhibit Rumber Four, there shows on the western end of
the cross section numbered in red, in the northwest, northeast
Seection Three, Township 20, ignge 36, East. It goes east to the
Anderson Carpenter Kumber One Bryant and ends with the Tidewater
sumber One, Northwest, Township 20 South, range 38, Last.

¢ was the source of your information and what is reflected,
the same as your source of information regarding the wells on

Exhiblt Number Three?

£ Yes, sir.

@  And what wells are shown on Lxhibit Humber Five?

4  Starts on the western end in the Amerado No. l—ﬁ-WE—Statl,
Section 12, 21 South, uange 35, Last, goes easterly through the
Continental 2-B~18 Meyer, and Stanolind Humber 1-T State and Amer+
ada l-warlicx and ends with the Gulf 8-C Eubanks, Section 22,
Township 21 South, hange 37, East.

Q&  Now, your source of information with respect to that

other exhibit, is that correct?

A Yes.

] How, going to your last east west cross section there,

A  On my Exhibit 35ix, which is my western end with the

direction through the (lson Humber (ne Calley, and Anderson-Fritechard

Humber Four Langlie and ends on the eastern end with the western

Natural iumber 1-E Faton in the Southwest of the Southwest of |
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Seetion 12, 25 South, 37-E. ]

§ What formations are reflected on that Exhibit Number Six?

A I have only the Yates and a small portion not seen on |
the eastern edge of the cross section.

Q  And your source of information 1s the same with regard
to this exhibit as the others, is that correct?

A That is correct. |

Q How, have you made a study, or do you have information
from any other source, with regard to the studies that you have
made here for the purpose of determining whether or not all thesa!
areas that you are testifying about are one common source of sup-

ply?

A Yes, sir.

§ Will you state what those sources are?

A The sources are all the production raécrda, numerous
sample well logs, as well as samples themselves,

Q@ And when you say samples themselves, what do you mean?
| 4 Samples from the wells that were retained as the wells
| were drilled, and also & number of core analyses, the individual |
? bottom hole pressure, surveys taken on these individual oll pools
| as presently designated, and as turned into the Conservation Com- |

mission, well head pressure surveys from the same source as well

as individual company records which we have accumulated in our i

own department, that are probably too numerous to mention here. !
|
Q Kow, will you tell us what some of your core analyses #

i

f reflected? P
‘ 4 Core analyses reflescted a very wide rangs of both ?croeiéy

|
e — i
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and permeability distribution. It would be rather hard to put
| those into limits, but they probably go from gero to 30 percent
porosity and from less than a tenth a millidarcy permeability to
| several thousand millidarcies with according varied water contentﬂ
which would vary from zero to a hundred percent.
§ Based on all these studies that you have made, Mr. Grimm,
I will ask you to state whether or not in your opinion, the Yates,

| Seven nivers, Queen, Grayburg and San Andres is all one coumon

source of supply.

A %Within the area of the oil and gas pools which I have
mentioned, with the exception, or the possible exception of the
Skaggs oil pool, which 1s in the San Andres, it is my belief they
are all one common source of supply. They are limited in both
lateral and vertical extent, partly by structure and to a large

extent by porosity and permeability limitationms.
Q Would you recommend to the Commission that the vertical
‘1limit of the Jalco, Eumont, Langmat and Arrow Gas poolas, which

%are presently delineated by the Commission, be abolished?
E A Yes, sir. | :
@ And would you further recommend that the vertical 11mits§
' be combined as one pool to include all these producing formntions;
jthat. you have mentioned? E

i A Yes, sir.
1
‘ tits FOSTER: I believe that is all.

¥H. SPURRIER: Does anyone have a question of Mr. Grimm?

By Mi. FONTGOMERY:

Q Would you attempt to correlate?

i
b R — P - — —_
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A Not on these cross sectioms, no, sir. |
Q@ Uo you think you would have a different interpretation if
:ye& attempted to correlate those?

A Hot in as far as the eréss sections are concerned, no,
sir.

Q I notice on the Corbett Number One, I can't see too well
from here, but is that the proper title for Yates there, that is
‘down in the lower left hand cross section?

A That is our correlation, yes, sié.
Well, the next one down?

Q

A That is the Queen.

Q@ Is that the proper title?
A

According to our correlation, yes, sir.

i KR. SPURRIER: Anyone else? J}r. Campbell.

'By MR. JACK CANPBELL:
Q Jack Campbell, Texas Pacific Coal and Gil Company. Do

I get these figures correct in this entire area which I understood
includes something beyond the presently defined geographic limit,

there are 2306 wells on the oil allowable schedule?
| A Ygs, sir.

Q 383 wells as gas wells? |
A Yes, sir. 1

Q Have you made any effort to break that down by the pro-

‘ducing formation in which those wells are now producing?

A X‘go, sir. ‘\
I

§ You say you consider this to be one common source of
|

'supply. Are you in a position to express an opinion as to whatherl

L —_—
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[ you consider it a common source of gas or oil, or both? o

A I would say it is a common source of gas suppl} and a
common reserveir for both oil and gas.

Q Now, if there are 2306 oil wells and 383 gas wells, isn't
that sort of a case of the tail wagging the dog, to define it
as a gas source of supply?

A liot to me, it is#'t, it 1s a source of supply for both
oil and gas.

& That is what I say, why do you call it a gas source of
supply then?

A @eil, I can break it down into either oil or gas, as
far as the source of supply.
| 4 Could you break it down in a common supply of oil and
igas?
| A Yes, sir, common reservoir.

Fr. 3PURHIER: Anyone else? Are you through, Mr. Camp-

bell? |
|  lii. CAMPBELL: Yes, sir.
M. SPURRIEH: Anyone else? Jason Kellahin.

By Mi. KELLAHIN;
| Q Jason Kellahin for Continental Oil Company. Nr. Grimm,

how many core analyses did you have available to you for this ;
|

- survey? g
4 1 am afraid I cantt answer that question, I would say, oH,

all told, I probably have seen maybe 25.
| Q@ Those 25 though that you examined were all used in eannej-

'tion with these cross sections? , , i
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A No, sir.

@ How many did you have for your cross sectl ons?
A 1 didn't use any in connection with the crcss’aectians.
If I gave that impression, I am sorry.
Q Are any of those wells included on your cross section?
A I cantt say. ‘
kil. SPURHIEE? Anyone else?
By MR. JIM TOWNSEND: |
Q Jim Townsend for Sganolind. 0Did you testify that you had
studied the bottom hole pressures and well head pressures surveys |

on some or all of these wells?

| A Yes, sir.
} Q Uid you note any difference in pressure between the Yates,
%Seven f#ivers and Queen formation in the Langmat and between the
}Qusen and Grayburg formation in the Nonument area?

| A No, sir, not as such. Of course, ever since any produc-

tion has been obtained from the areas as a whole, you have had

1diffieulties in pressures both betwesn wells and property between i
‘wells which may be in different formations as they are presently |
ééelineated. I did not note any difference as between formations

Eas they are presently designated any more so than would be any

normal difference in any common reservoirs. |
| Q If such differences were in existence and were aubatantia}
iwould you attribute any significance to that fact? |
| A I would if there were substantial differ?nee that you

would have a zone of low permsability;

Q@ Is that all?
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A Yes, sir. N
|
| Q What about these differences, wide differences, in porosi-

i
!
i

ty in permeability that you noted, did you gather that, the fact
there was such a difference, was that the conc¢lusion on whieh you
based that fact there was a common source of supply?

A I dontt believe, if 1 get your question eefreetly, that
I based that on the differegces.

Q You stated there was wide variation in both.

A Yes, sir, there 1s wide variation in both porosity and
portable water content and the same wide differences are evident

in any gas pool which I have studied, of this nature.

Q VWere the variations sufficient, in your opinion, to

. separate the varicus formations?

i
|
i
E
i
i
I
I

A HNo, sir.
Q@ At no point that you observed?

4 At certain points that may be’sepa?ated by zones of low
jpermaability, but I don't believe to any great extent.
| Q Do you know what those points are?
A4 No, sir. | |
| Q@ Would you state the basis for your conclusion or rastatai
? it, if you already have, that all these pools are within a common
source of supply? f
A The main reason is that I could find no bearing of any ;
great extent in addition as so shown or Exhibit Number One, the i
pools as presently designated, you can go from one well in one
| pool to one well in the next pool, or from one well in one pool té

. a well in the same pool, which, from & structural standpoint W9314
a Ln 3 -, _ .
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have to be in different formations as designated on the cross
sections, and yet they are producing in my opinion from a common
source of supply and they have been so designated before this

Commission for some 20 years.

¥i. TOWNSEND: That is all, thank you.

i, STANLEY: I would like to ask you a question. Do I
understand you correctly when you group Grayburg and San Andres
formation as a common source of supply, would you penetrate and
expose these formations with one well bore?

4 I would penetrate and expose them ﬁith one well bore if
they were all strictly in the gas gone and I wanted to make a gas
well, and if they were all in the oil zome and I want to make an
oil well, I would do the same thing, I would not expose them if

part were in the oll zone and part in the gas szone.

| ¢ Let's take the Monument zone, for instance, overlying
sYates formation, overlying your oil formation and have the Yates
praéucinggas, would you go ahead and expose it?

Down to the top of the oil zone, yes, sir.

Are you familiar with the lonument pool itself?

Yes, sir. i

O £ =

What formations are producing from the konument pool?
4 As a part of Eunice Nonument pool, the Grayburg and San é

QAndres.
Q@ Is it a very active water drive formation?

A That is probably right, yes, sir.
€@ That ig the usual case throughout the lonument pool, in

!
L{gct, you are familiar with the fact that every day operators arei
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. going to move up in the structure, isn't it?

hooking on wells in the lionument pool that are unequitable, due
0 the great production of water?

A That is true, that is aisu true of the other zones.

@& Then you would expose these formations and allow this
water to flow up into the Yates formation?

4 I would not ever expose & water éraéuging zone within a
well, if I left that impression I didn't mean it. If and when it
would come up into the bottom of the well, I would insist on it
being plugged back, if it were my say so.

By MR. MACEY:

¢ Following along iir. Stanley's question there, you said
you would allow a gas zone down to the top of the oil conneection
to be exposed in one well bore, 1s that correct?

A Yes, sir. «

€& As you withdraw that gas from the gas zone, the oil is

A Yes, sir.

& Is that good conservation practiece?

A Yo, sir, not if you withdraw the g#s at & higher rate
than you are withdrawing from the oil pool. I didn't mean to infer
that I would proceed only from the gas gone, I would recommend at

least a small pressure differential in favoer of the oil gone.

Q That would require a constant bottom hole pressure analy-
sis would it not, over the entire area?

A Not necessarily bottom hole, you could do the top hole

Ekometer but it would require & periodic check, once a year perhaps.
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Q" You use the word common source of supply, what do you
mean by common source of supply?

A Common source of sugﬁlf, I mean & reservoir which is not
' limited in its effective permeability to the hydrocarben fluids
contained therein. ' |

Q@  All right, now, did you mean by saying this entire area
was a common source of supply, did you mean there are not any
single barriers at any one of the zones in this area?

& 1 meant there are no barriers within any of these zones

. in my opinion, which extend from edge to edge of the reservoir,
ier which completely shut off the reservoirs in its entirety from
any other portion of the reserveirs, with the probable exception,
I might say probable exception of the Skaggs, San Andres area which
lies in the eastern half of Township 20, Range 37, I guess, and I
do not have for, across that particular ares to tie in the San

'Andres (il pool with the 3an Andres oil or gas produced to the

Ewest of it.
Q Now, with reference to the Yates formation, are you
|

' |Arrow, well, for example, down around the town of Jal which is in

(familiar with the difference in pressure in the Yates, from the |

25,37 to the town of lionument which is about 19, 26 and 30, 27,
how is that pressure differential set?
‘ A Off hand I couldn't say, I can look it up.

Q@ Well, if a great pressure differential existed, do you

|
I

still think that is a common source of supply, if there is as much
as an eight hundred pound differential?

L S B ~ _ _
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.
A 1 would rather expect you might even find mere than that

from one area to ancther, yes, sir. iell, in any producing area
of this extent, you can find that much §ressure differential in
extreme cases of low permeability. I have seen as much as two
thousand pounds difference between two offsetting wells, it was in
ny opinion, was conslderably a tighter formation than this one and
probably there may be isolated small zones of porosity in the very
top of the Yates which might not be in the rest of the reservoir.

However, I think that is minor, that no one would want to complete

a well alone.

Q tow, are you familiar with the area in 24 South, 37 Bast
where we have created the Falby-Yates pool%

sir.

N
e
®
w
-

¢ It is in R4, 26, 1 believe and stands partly in 37.

A I was not here on your hearing creating that pool, how-
ever. )
‘ @ In that area of the Jueen zone, bottom hole pressure in
evidence shows that Queen bottom hole pressure is, say in the

neighborhood of three or four hundred pounds, whether it is a gas

well or cil well, and the Yates gzone in the neighborhood of nine

hundred pounds, whether it is an oil or gas zone, in the Yates do

you think it is proper procedure for thiz Commission to allow a

%ell to be completed with both zonss open in the same bore hole,
suppose they were both gas wellsy
A& If they were both gas zones [ belleve it would be proper

proceedure.
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-
¢ wouldn't you get migrationy

Probably the migration would get down there} in my opiniol
Yy op

i

it might have to go quite a ways around.

@ You answered kr. Campbell about the dog and the tail. Do
' you eompute the number of producing wells which are in the ionu~-
gment arca and the number of gas producing wells in the Funice
Honument area?
1 4 Yes, sir, as a number I would have to count them too, I

don't know the exact number.

& Isn't it a fact there is a large undeveloped gas area

. presently designated Sumont poolY?
f A There is a large area wich does nol have gas wells, as
jsuch, completed in them, that is rignt.
(. It is potentially gas productive, is ity
! A Yes, sir.
& flow, of course the lonument pool at the present tinme,
tunice ..onument pool 1s chiefly developed on a 40 acre basis?

A Yes, sir. |
(  And essentially on a 160 acres?

2 N o o
N fes, sir.

G Iz that entire, throughout?

A To my knowledge, yes, sir.
{  There may be isoclated cases where it isn't, but they aref

rather limited, isn't that trus?
A that is correct.

~

Liow about the gas through the entire area?
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A  Throughout the entire area, the gas zone has relatively
few completions in it.

Q TFNow, from an acreage standpoint, taking the entire area,
is the area more productive of oil, or is it more productive of
. gas?

| A  You are again limiting it to the Eunlce Monument, or

the whole ~~-

Q@ The whole thing.

A Gas,

Q Is it from a vertical standpoint of the vertical limit
volumetric standpoint, is the porosity, does it have more gas, or

more oll in it

&  The pQrosity available for oil and gas accumulation with-
zin the reservoir is filled with gas to a far greater extent than
 filled with oil.

G And that is what you based your answer to the question
:an, whether you thought it was a gas pool or oil pool, is that
correct?

A Well, on that basis, it would be more of a gas pool than

| oil pool, I didn't understand that I answered that question as suﬁh.
Q¢ I may have misquoted it. §

A I think I answered to the -- |

Q I asked whether you thought it was a common sourcs of ga%

or oil supply and you answered gas. %

A Tither one or both, I mean to me you could answer that
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I
i

in two questions and I would answer yes to both of them, or you
%ould ask one and I would answer yes, and I think what I did was
#nsaer one question yes, and didn't clarify the other part of the
gaeené question.

| Q That is all I have.

MR, FOSTER: One other question, on the question of whether

#here is an oil or gas pool, do you know of any formula by whiech
1@& can determine whether a particular producing area is an oil
1; gas pool?

E A I do not know of any formula that you ean do that, and aay
t is either one or the other, unless you are producing only one
1r the other, or if only gas is present in the reservoir. That is,
Aeuever, true only within my knowldge of a gas pool, I do not knew 4
4ny 0il pools that do not produce some gas.

| Q HNow, you did mbtaln the reserves of these figures of these
§il areas, did you not, from the reports of the New Mexico 0il
Conservation Commission? N
A Yes, sir, I have them within the records.
% Q VWhat are the reserves figures as compiled by the New Mexico
O&l Congervation Commission on oil?

| A I will have to read them into the record. As shown by the
Oil and Gas Heserves Heport, December lst, 1953, as put out by the
ﬁéw Mexico 0il Conservatien Commission, and prepared by the staff of
tge Commission under Mr. 3purrler and Mr, H&ﬁ&y, the reserves of the

£

fields in question are sbt cut by fields as follows:
Arrow, 26,918,000; Eumeont, 508,939,000 Langmat, 982,522,000;
and Jaleo, 527,479,000.

N [ —
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Have you got a total for gll those?

I do not have.

Lo A =

All right, now the oil reserves.

A Eaves, 6,200,000; Euniece Monument, 105,800,000; Hardy,
210,000; Langlie-Mattix, 15,430,000; Leogard, 23,6003 South Leenar?,
14,26,000; Penrose-Skelly, 4,600,0007 Rhodes, 775,000. That is all.|

Q With those reserve figures in mind for both oil and zas, E
did you make a computation as to what the value of the oil is, E
and what the value of the gas is? |

A I made a rough computation that the value of the 0il was ’
approximately twice the value of the gas, under the prices as
presently in effect on the oil and using a 10 cents per thousand
value on the gas for both dry and-assaeiated Eas,

Q Do you have the figures that you arrived at?

4 No, sir.

Q HNow, then, as far as the volume of the two substances in

the reservolr is concerned, you say the ratio of the volume is

‘about two to one as between the oll and gas?
A That is right.
Q And as to the volume of space that is occupied in the

|

reservoir, what is the ratio? |
A I don't have that figure, but it ismny times more for the§
gas than it is for the oil,
| Q Well, within limits, how many more timea?
A 0Oh, I would say between three and four times, as a minimam;

Q In other words, the gas occupies, say three to four times

as much space in the reservoir as the eil? -
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4 That is correct.

Q How, without somebody giving you some sort of formula by
which you can determine whether the tall is wagging the dog, or
the other way around, you dontt have any way to tell, do you?

A That is right.

Q Do you know of any formula that you can come up with a |
gsensible answer as to whether it is a gas or eil field?

4 I know of no formula in common usesge. |

¢ As a matter of fact, we are not determining this is a gas
field or oil field; we are determining whether or not is is one

common socurce of supply, isn't that true?

| A That is right.

% @ And once that determination is made, or the limits of that
determination is defined, we are then concerned with ths problem
of what equitable basis, or on what equitable basis you can restrict

cas production from gas and oll wells, is that the problem as you

see it?

A Yss, sir.

Q And bring about, as far as gas restriction from ¢il wells, |
the matter of placing some ratio limitation of gas production on %
the oil wells, would it not? F
l i Yes, sir.

G You heard the testimony here yesterday, I believe, by
¥r. Adair. He suggested you place a limiting gas-oil ratio of
25,609 to onej you heard that testimony, did you not?

4 Yes, sir.

S — - —— e
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3 Dased on your studies of this field, what do you think
about that sort of recommendation?

A Based on my studies of the fileld, it is my opinion that
that is too high.

Q Would you say it is way too high, or just a little too high?

A 1 would say that it is two to three times higher than it |

:shculd be.

%  Now, it is obvious, isn't it, that some method must be
ifmmd by which the owners of the gas wells may be permitted to
produce their gas without injury to the well reservoir, and some
method must be found by whiech the owners of the oil wells will be
permitted to produce their oll wells and the gas necesgsary in the
production without injury to the gas well, isn®t that true?

A& Yes, sir.

( Low, are you or are you not prepared to tell the Commisgsio
within that limimtion those production limitations should be impos
on the gas to the oll level?

A I believe I have an opinion that I would be glad to give.

Q Would you give us that opinion, based on your study of

these things.

| A In my opinion, the gas demand should be prorated to the
1reservoir on an acreage basis, with the provision that the gas alldwad
to the individual gas well be reduced by the amount of gas produce@
'fram oil well or wells on the same acreage.

: Q How we haven't touched this year, I have never looked, since
this is another year; what in your opinion 1s the proper drailnage

Prea ef a gas well in this common source of supply that you have
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testified to? |
A It is my belief that a gas well can drain at least 640 asrLs.
Q Maybe more? A Yes, sir.
Q@ Would you recommend to the Commission that the proratien

unit in this area be fixed at 640 acres for gas wells?

A Yes, sir.

Q Wow, it is true, isn't it, in this area that we are talkiﬂ$

‘abeut, you find oil wells that are alsoc completed s¢ as to praauga}

gas? ' i
| A Yes, sir. |

Q What would be your recommendation with respect to the gas i
allowalle from the gas wells that are lccsted om acreage on which
there is alsc located an oll well, which is producing both oil and |
gas? |

4 I think I previously stated that the gas allowable as allodated

gshould be reduced by the amount of gas which 1s produced from the

}ail well which has the same common acrezge, or wells which have the
4 1
sgme COmmOn JlIregge.

§ MR, SPURKIELR: Can you find a break there, so we can reces#?

| (RECESS). |
MR. SPURRIER: We will change the order of the docket i

% little bit. liow, we want to recess Case 673 until 1:30 and

ény of you that want to go now, may do so, and we will take the

next case, Lase 674.

(Whereupon, the hearing in Case 673 was recessed until

:30 p.m.)

e
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March 18, 1956 )
éftsrﬁgégéﬁasgisﬁ
Fit, SPURRIBH: The Heesting will come to order. OIF the rucﬁﬁd‘
{Cigcussion off the rocord.)
{“hercupon the hearing in Case 673 was resumed as follows:)
¥r. SPURRIEN: Py Judge Foster.
5 Hp, Grimm, you testified in 582 that there was waste occcurr~
ing in the Jaleco and Langmat Gas Pools as presently dellinealed by
the Commission. Do you find svidencs of waste in the other two

]

arsas, the Jumont and Arrow, the same as you have previcusly testi.
fied to with respect to the other two pools?
Yes, sir, I think as shown on one of my exhibits in 582

Yo

ag far as the Zumont and Arrow {lelds were concerned there are
certain zasoline plants that were connected to those also, to those
pools alzo, which were popplng gas. In addition there are other
gasoline plants in the arsa whose reports to the Commission on
C-114, show a certain amount of zas belng wasted,

¢ You have also testifled in 582 that in your opinion it
was necessary to prorate the gas production from these gas wells ip
. order to protect correlative rights. T7That testimony at that tlms,
} I btelieve, was limited to the Jalco and the Langmat Pools. Are you

; |
~alse of the opinion that it would be necessary to prorate gas fraa

% this common reservoir thet you have testified to in order to 9ratq¢t
| correlative rights? A Yes, sir. 1
‘ You testified, I believs, in Case 582 that you found evi4
. deunce that tha pipe line companys were not taking gas ratably as ;
between the Jalco and Langmat Fools as pressntly delinesated. Do !

~you BIso T1nd CHAT Sang

COURT REPORTERS
ROOM 1085-106. EL CORTEZ BLDG.
PHONES 7-9645 AND 5-9546
ALBUQUERGUE. NEW MEXICO

1



%;;aw~.,£»“%&;% iﬁgi;§é§ in the cozmon reservoir?
| A izs, sir.

¥R. FOSTER: At this time we would like to offer in evidencs
zxhibits one through six, If the Commission please, and with the
reguest that we be permitted to withdraw Exhibit Humber One. That
is the only one we got. That is as far ag we got with it and it is
just & rough work map and we want to make other coples of it withoyt

'having to go back to the original scurce material. dJust have some
'girl or somebody make those copies and then we will send them back
Just as soon as we can do that.

Hh. SPUBRISR: Can you bring, I was goling to my, can you
bring thems back later? Is there objection on the offering of thea%
Zxhibits snd the withdrawal of Ex&ibitfim@2§1tﬁ§nt objection they
will be admitted.
| i, PO3TER: That is all.

i, SPUERIEN: Anyone have & question? Mr. Campbsll.

_— # £9 5 BTN INY d
;,3’ ?%grn uéz%f ﬁ‘m :
i

oy

Yire Orimm, you will be present at next month's bearing,
will you not?

4 I can be if necessary.

¥R, SPURBIZR: Nr, wﬁﬁ?ﬁéﬁl, may I interrupt, 1 have got &
little legal statement I want to read about this testimeny. This
concerns what testimony will be and will not be allowed. This |
announcement, I hops, will clarify the ruling of the Commission 1
yesterday relative to the introduction and incorporation of the r§~

cord of ‘ase 582 in Case £73. The incorporation of the racord iﬁi
fase 582 is subject to the following conditions and quaiificsﬁi&nf
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may changs, Qbﬁlif or amme

nd it*s position previously taken by the
iptroduction of new or additional evidance and testimony in Cuse 673,
Two: Parties who introduced evidence Iin Case 582 shall at some tim
‘during the hearing of Case 673 have present their witnesses who
testifiad in Case 582 so that those witnesses may be cross examined
by other iunterested partiss. \

 Im. CAMPEELL: I was refarring particularly to the Dxhibits
af fered hore so that the people here will have an opportunity to
examineg them in connactlion with thelr own record and ask questions

next month in commection witk them.
R, FOSTER: ¥r. Orims will be available barring any unforseen
circumstances that we don't know anything about right now.
¥R, CAMPRZLL: Mr, Orimm, I don't think I am quite clear on
some of the zuggestions you made, I sssmume that the suggestions are

.

Company in connection with
the approach te this problem bafore the Commission, is that correct?
% 1 beliseve that is correct.

‘the sugrestions of Phillip's Petroleum

¢ As I understand it, you comsider that this entire arse of
these four presently designated gas pools and some additional acregge,
I presume, on the edges of it iz all one common reservoir?

4 Yes, sir.

4 I was not clear whather you proposed at this time or had
3@.}* recommendation with reference as to whether it should be classi-
jfiaﬁ as 8 gas pool. Hay I explain, Hr. Orimm, what I am getting
ati Perhaps it will help you in your statement. Under the defi~
‘ﬁiﬁ&ﬁﬁ in feow Hexlco as they now sﬁané, any well within & common

 source of gas supply is automatically defined as a gas well. That
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That is the reason I am asking you whethsr it is your recomme

that this Le defined a3 3 gzas pool or as an oil and gas pool.
A I think 1t would bLe much Letter defined zg an oil and gas
| pools

s
b

e

Then I suppone that il that is your suggestlon then you

pools are oil wells and which are gas wells, iz that correct?
A& That Ls corratt.

£ Do you have a recommendation as to how that can bs done?

the well head which ig also liquid in the reservolr is an oll well

¢  Irrvespacitlve of the gas-0il ratio?

L That is correct.

% Is, does any well producing from the five zones that you
have sald are all one common reservolir that produces from the well
head hydro-carbons which ars liquid in the reserveir az an oil wel

4 Tos, 3ir.

7 Aoything else then will be & gas well?

{ 4 Tes, sir.
| ;
3

il tiibﬁ

will have to have some method of determining which wells within th#

% ¥y opinlon, any well that makes, that produces liquid from
]

L]

17

| the ges proration schedules stall be the wells that you, under yo

interpretation, call zas wells? 4 TYes, sir. I
 How do you proposs to handle the ?fﬁﬁﬁﬁtiﬁﬁ of gas from ?
the other wells, the oll wells? o |
& " oa limliting gas-oil ratic. !
& 1 undarstood you to say that you proposed or suggested a%
- 10,300 to 1 limiting gas-oll ratio. |
L 4 I don't think I actuslly said -- I would say some place
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%a%a%eﬁhé o 1 3 would be a gaéd iiﬁl&iﬁg ratio.

G How did you arrive at that? vwhat studies did you make?
& Well, in arriving at that I had available to me studies

that were made on the total oil and gas, casinghead gas production
for the arsa In the pools involved and the area as 2 whols varied
somewhore belween there,I think that the actual average was & lLittle
less than §,$&'. I am not surs.
| & Tou are taklng the averzgs of the present gas-oil ratios
‘thrﬁagﬁaﬁt that entire area? 4 Yas, 8ir.

% Tou didn't meke any study with respect to the most affi-
clant rate at which the wells in any part of this sres could or
| should be produced?

4 Yell, and alse I took into secount the top allowsble and
the fact that a top oil allowable and the fact that an oil well is
‘prorated on 40 acres and that it would not be equitable to give an

(o1l wall on 40 acres any apprecisbtle, any more gas than a comparable

'quarter of & gas well on a 162 acres,

i
| -

T How we are getting to the point I ap $ryingz to find here.

| Is thet the basls on which you arrived at this gas-oil ratio sﬁggggu
gziaa? A Fartly, yes.
| 2 1n other words, was it based on an attempt %0 equalize ths
withdrawal of pgas from gas wells and o1l from oil wells or was it
:%assé or the most efficient rate at which the oll could be :agc?erﬁd

from the reservoir?
A It was tased on aegualizing the withdrawals.

7 You have made no study with reference to the best way to
. reservoir :
get this ollthen, and get this oll that is inthe/ out of the graaad?

L4 3 have made such g \f%&Liﬁﬁmgmijﬁsgﬁéiﬂéj@_4
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4 ian't it true that s a zoneral engineering proposition that
you should recover the oil in a reservoir of this type while you
8till have sn adequate gas pressure Lo recover it?

A Yas, slr.

r, ind that being true, wouldn' it bs the best frow the
point of view of conservation setting aside for the moment the prob-
lezm of the owners of gas wells, from the point of view of conser-
vation, wouldn't the proper test of gas-oil ratio be the point at
which wo could recover the zreatest smmount of oil by initiazl effort
and still not allow an unlimited amount of gas to be withdrawn {rom
the reservoir through an oil well¥

A There is a breaklng point there where your incresase in
ratio would be more than, probably would be more than offget Ly the
loss in snergy thet you would have from your gas production and
you would have to put the snergy back in the gas for transe

sission
- purposes by using part of it to comprass the gss back up to trans-
‘ﬁiﬁgiﬁﬁ Drasaure.

| 4 Yes.

4 liowever, that ls probably a matter of economics and I donft
have any quick way of saylng exactly what that is right now,

Bt for the purposes of your s

&3

oil ratio, those factors that you have Just mentioned you didn't
consider. You considered how we could reduce the ratisc on oil wells
80 that they wouldn't be getting any more gas than a corresponding
gas well on the similar size unit next to it, didnft you? |
L That 1ls correct. lowever, in limiting your ratio yeu'hav%

to also allow the zame vatic on all wells and as between wells, if

| you can forcs the gas to a low ratio well, you are going to gt &
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,@m &fﬁsm&t use of ‘f%mr zas than you are Irom & high ratio wells

;[?ar that reason, there should be some optimm polint.
j ©  You have made your study to theeffect that to say that what
yazz are suzzesting is the optimm point, have youl
‘ A %hat I am suggesting, I would say this, as between the
*»;ﬁazx%;y and twenty-five thousand and ten thousand ratle, I thimk
igim should try to zet the zas over to the ten thousand ratio well.
*The twenty-Tive thousand ratio well will use up the gas much faster
and get less oil than if you save it and push it out of the ten
‘if‘;ﬁ‘é.%%ﬁa ratio well., Of cour®e, thet goes on clear an down to
m than that. |

 You mentioned this morning in connection with your sug-
gestion that if you had a 100 acre unit with a gas wall on it and
with an oil well or oil walls on it, that you would reduce the
allowable for the gas well by the amount of gas that m produced

through the oll well or wells, is that correct?

§3s ?g“s‘ 31? - .
‘ % You also stated that this entirs ares in larpge part has
| been developed, or was origlnally developed, as an oil area?

|
|

A Yes, 8ire.

o Onm L7 scre spacing? . A That is correct. |
7 If what you propose W?i:-m into effect, what would be aha
advantage of aryone drilling gas wells at this stsge of the gume egx
160 acre unit that has an oil well on 1t?
54 ‘There are numerous oil wells which sven though limited tyk
gas-0il ratio could not meke a8 much Za8 &% if they had, per am,&

as if they had 2 gas well on them. I, that case I think 1t would:

.o the operator as well as to assure him o pmt.aét.
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hig mr&ala dve rig,}*xa ¥4 if i& ;zn;t & Zas sel}. or My emletaé{

his well oil well, if he were able to got the oll up to the w
o {Interrupting) 7That is herdly unlikely under the present
iimitation. Assuming &00,000 cuble foot take from wells of f?h; a
160, the point of view of economics, that wouldnt't be very practical,
wonld it, I you wers required to produce m that the gas that you
1??&;32%:& from a gas well on the same 160 am‘?
A well, I do apt think that it would be too practicel to drill
n new well. However, i1t is ay experience that essentially all of
t w0se wells, the oll wells have Lradenhead conmections right now.
They mey net be classified a8 gas r@%llﬁ, but that has been Lecause

of the operatorta option, but they could Le nleaned up and made imgz
gas wells and zet the remsinder of any allowable that migh
coming to them and do so economically, if they can't do it and pay

out thelir investment, then obvlously it would be useless for them

% what you are actually deoing, Fr. Grimm, by your &WaﬁﬁT,
11@ it not Ly migting the amount of zas you can produce from a gas!
‘well to the amount of zas you produce from &5 oil well is prorati
faaaééé gas, iantt that rightt A ¥o, slr,

. wWall, you are besing your gas-cll ratic not on the englnes

| ing aspects, Lubt upon the relatiocuship between the approximai
of gas vhait 2 gas well will get ou & z&s unit. |
well, 1 don't quite folliow the question. I was tasing it [ on

equal wishdrawal. ‘

5 T don' think a3 such that I was prorating the gas, the |
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T Yo, you are not « ?
4 I was limiting the gas production by not prorating it.
T Let me ask you one more question with raeference to your
suggestion here. You have told us what you would do if you had an
il wsll or o1} wells and a gas well on the same 160 acre unit,
. Buppose you have four oil wells on 160 acre unit and you have one
5 gas well on the adjoining 160 acre unit, Yhat then would vou do
with reference $¢ production from the oil well?
£ That is assuming that 160 acre 1s the basic allowable unip?
T Yes.
4 I would allow the oil walls to produce oil ¢to the extent pf
their zllowmble providing their zas-oil ratic didn't cut them off.
& In other words, you would limit the gas that could be used

| from the unit that had four oil wells on it to the amount of gas
1 from & unit adjoining it with one gas well? |
' & %all,'i don't belleve I said that.

¢ well, what did you? That is what yéﬁ, I undsrstood and
I am trying to zet it clear.

A Zut I would not allow them to produce any more than the gas
unit. That is correct.

% 8o you would be controlling the production of the oil by

the allowable for the gas, wouldn't you?
4 1 think very probably that it might work the other way
around. ‘

4 low could 1t?

|
|
|
|

& 1f you set the limit up first, om your gas-oil ratio for |
your oil and produced that, then the remainder of the market would

| be divided amongst the gas wells. The gas acreage which would take
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'the whole acreage, then the gas acreage would be allowed to produce)
thelr amount, I will back up one step. The gas acrsage would be
allowed to produce that much plus what had already been limited,

' less what the oil wells had produced.

2 These oll wells I am talking about are on an entirely dif

| ferent unit, A That is all right,

]

G Five, four oil wells and I am producing under an unlimited
gas-oll ratio now and I am selling all my casingheed gas , it is

being marketad and it takes an amount of gas in excess from each

of those wells, in excess of the allowable on your gas unit to pros
'duce that oil, what would you do?

§ A well, I still --
|

L

2  {Interrupting) Would you cut the oil production back or

' shut down the wells?

A I would cut the oil production by a limiting ratio, yes, sir.

¢ You would base the limiting ratio on the amount of gas th;t
‘was being allowed to that gas unit? | :

A Ho, sir, what is left would determine what would be givani
%t& the zas well,
| G 1 don't want to labor the point, but the ultimate effect

|
I
|
i

‘of that is that you intend to treat this reservoir as a gas reser-

i
i

voir and control the oil production by the use of gas proration,
isn't that the ultimate effect? 4 No, sir. No, sir.

from :
|  3uppose the gas company purchasing/the 160 scre unit with

a gas well upon it does not nominate any gas from that unit., What
%wculd you do with your oll wells on the adjoining unit?

4 1 would lev them produce up to their oil sllowable pro- i
viding they didn®t go over their limiting pas_oil ratio. §
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' In other words, you would let any oll well in this area, dnce
the gas-oil ratio is eatablished, produce up to the amount of oil it
could get under that limiting ratio?

A TYes, sir. Insofar as the gas would bs used te beneficlal

| % Irrespective of how much gas was taken from an adjoining
| gas unit? A That 1s correct,

| & That is what 1 wanted to find out, your proposal.

MM, CAMPBELL: I think that is all,

¥R, SPURRIER: Hr. Woodward.

| By: MR. HOUDWARD!

imerada would like to cross examine Mr., Grimm with respect

to the wvertical and horisontal delineations of thess pools, but
before it undertakes to do 8o, to eliminate any miasconstruction or

wrong inference from it's questioning, we would like to point out

that we have for some time been engaged in a astudy of Just this |
 problem and as yet we have not completed thst study and are not iﬁ
é a poeition to state an opinion either way. In other words, untilf

| we do now, until we do feel that we have the facts in mind, we aﬁn
? not taking a position that this is one common source rather than ;
several, but we are simply questioning Mr. Orimm to cast an addition-
al light and to clarify our understanding of the basis on which h%
reached his conclusions., with that qualification in mind, Nr. Grim&.
¢ In the area shown on Exhibits One and Two some of the uaila.

|

I believe it has been stated, penstrate several pay sones of gas |

~or oil and ges. | A That is corract.
% These pay sones are separated by several feet and in sonme

, |
\ |
| cases several hundred feet of impervious section in various wells,
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j éi E;iéééeuééneé, yes,isir;‘ - |
Q That is true, I believe you testified that there were wide
idifferences i permeability, porosity and pressure within the same
}formanian and between different parts of the field, is that correct?
A Yes, sir.

‘ ; Is there a diversity in the lithology of the individual
' formations in which these pay sones are found?

A To a certain extent, yes, sir.

@ Wwhat do you mean, to a certain extent, could you indicate

Eths extent at all of that diversity?
f A Well, there is a diversity in this way that the accumula-
itiona are found in both dolomite and sand sections and seither one
ior both may have a considerable amount of different type of material
}such as anhydrata or shale and to that extent there is a diversity.
¢ It is within the same formation you may have a dolomite and

" some shale and sandstone? A Yes,.

3 Wwhich results in different chemical and different physica}
properties of the formation in varlous parts of the field?

A Yes, sir. |

% Wers there differences, or are thers indications of the
differences in the geclogical conditions under which these farﬁati;na
‘wara deposited in your opinlon? | |

A Yes, sir, certsin differences.

%  %hat characteristics do these various pay sones that undir-
lie this area have in common?

4  Porosity and permeability.

7 In other words, they have in common the fact that they n&e

—all part-of the

e o 90
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g ﬁa th&y have aay other physical or chemical characteristichs

1tha$ you could point to? I believe you sald there was wide diversity
in porosity and permeability in different parta?

A Maturally they have 2 certain amount of affinity for con-
tained liquids. They have, all of them have impervious portions of
the reservolr, that is the grains of dolomite or sand are impervious
within themselves, the shales are made up of a lattice work type
of material which may be called both permsable or impermeable, de-

|

)

pending upon your lower limits. They all have surface tension pro-
perties.

o  ire these cheracteristics of =2l1 the shales by definitioen
or are these common characteristics of shales in the same common

source?

& Which those particular characteristics, I believe they are
geharacaaristic of the one that I mentiocned. I mean the lattice work

;ty@a material is probably characteristlic of @ laminated branch
koi' the shales and would be true in wherever you might find that

lpartiau¢ar type. (
E £ It is characteristic of that particular type of shale whakav—
'&r you might find 1t? A That is right.

o Mot necessarily the shals of the ssme common source? !

4 That is right.

£ You would normally expect different pays in the same eommou
source to have some common characteristics, would you not, or waulﬁ
; that necessarily follow? 4 1 think they should hﬁﬁn.

% They should have? A& Yes, smir.

o They at least should have some common connection, these |

L_pays”ahauldﬁghny,ngzz,‘_ - |

—— - |
ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106, EL CORTEZ BLDG.
PHONES 7-8645 AND 5-9546
ALBUQUERQUE. NEW MEXICO

=121~




| A That is correct. There may be in an area of this kind a |

| rather diverse change from one end to the other, but within con-

i
|
|
ftiguaus portions the change would be rather slight I would think.
f
i MR, WOODWARD: Off the record for Just & moment.
|
| {Discussion off the record.)

L 1 am interesated here in where the connection is tetween

 these pays as when I, which as we stated were separated in some

cases Ly several hundred faet,
£ I would say the connectlon is through varled and dlverse

tortucus path of the permeability which unfortunately, or fortunately
doesn't always go in a vertical direction., It can go out sideway
and go straight down and in any direction from the vertical or th
| horigental. The zones themselves are laid one on the other without
any common impermesable section of any great lateral extent., The

dolomites and sands as such which make up by far a greater propore

- tion of the total volume are in mo place, to my mind, completely |
| impermeable, they may have certain characteriatics which render t&e&
impermeable for short distances due to their contalning liquids, #ut
a8 reserveirs thamselves, they are nol impermeable and for that f

- reason I belleve that they are one commson source of supply. ;
| |

{; Can you point out any particular place where these pay
| | ?

zones goet together? A Pay zones?

& Tes. &
4 Well, I think that you will find as you go from the Lunice
Field heading south, or Eunice-Monument Fleld heading south, atarﬁa
ing approximately say the south edge of Sectlon 13, Township 20, Range
35 Zast, a3 you go south from there into the southern sdge of the
_ present field of south Bunice, you will find you will go locatien,
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%y location from one well to the other one, you are producing oil
kraa each location and yet as you go south you step {rom one zone
to another as the sones dip into the water level and out of the oil

Zola,e

&,

4 That, in your opinion, substantlates the intercommunicati
betwean different pays? A Yes, sir, jﬁ
% What is the oil and oil-water contact in this one vig corme
mon source?
A It is approximately ~- the ollewater?
L Yas,

¥
A Is, oh, 1 would say about a minus four hundred plus a minus
ong hundred fifty fset. _
% Is that a range, or is that approximate?
& That 1s & range.

% In other words, is the cll-water contact throughout this
%araa one common level?

; A Xo, sir, in this or no other fisld that I know of this

E % It is at different levels? A TYes, sir,
. & ¥hat did you indicate was the rangse? f

I said & minus four hundred plus or minus a8 hundred or fifty.

& Fe about five hundred feet? ‘

|
A No, I am sorry, a minus fouwr hundred feet below saa leval!

iglua or minus one hundred fifty, in other words, from a minus,

& A hundred fifty to a minus four hundred?

‘:}w

Yes, HNo, minus 352 to a minus 550, Minus 250,
1 Setween two and three hundred feet varistions?

Yo

Yes, #ire o
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; G *hat daasa't militata agniﬂxt this being one common sourcae?

£

vhat explanation do you glve as to why it varies?
A ¥ell, one of the big reasons of course 1s in the permeability
differences that you run into that there are places where you are
not even permeabls to & liquid that is down in the oll aone and
therefore you go maybe from a zas into nothing, that is into an im

¥

permeable section and right on down in the first liquid you pick up
maybe water, it may be some oll and depending on what is tested or
produced into the well bore you would call youwr contact. In other
words, the first contact of water would be the first water you got

*

It may be down 150 feet in an impermeable section and yet if that
- same inpermesble ssction ware within the gas sone and is of a suf-

' ficient height above the oil zone or above the water szone to render

. the water content low enough, you could have gas production.
| 0 4nd this uneven water table in 8 single common source, I

believe you stated, is a fairly comm

on phenomena?

4 It is essentially common within a dolomite type of rsaarﬁair.
n What is the gzase-pil contact in this source? .
A The gas-oll contact 1s at approximately a minus two hundﬁad
 feet bhelow saa level and it would also vary probebly ons hundred éifty;
2 It will vary too? 4 Yes, sir, i
I For the same reason thsi the == |
i {Interrupting) Yea, sir, |
ME. WOODWARD: That concludes our line of gquestioning on thaﬁ
phase of your testimony. The other question deals with a statamant,
I believe you made, that one gas well would drain at least &LO ac$aa.

X
A Yes, #ir. — S |
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drain €40 acres, would they?

‘that the fileld is 640 acres in area. It is a fact further that oms

7é§“§éméﬁaﬁi&%ﬁé&%@mgﬁégﬁthsf§'ara no other gas wells on &
640 acrs tract, or is that assuming an area that has not already bP
developed to a density of 160 acres?

A That 1s assuming that that gas well is the only gas well,
or the only well producing gzas from the acreage. The Tact that
others night be completed would have no affect on it other than if
they were preducing wells also, you would have an interference of
drainaze areas 80 that each one, I mean the sus total of the wells
would divide up the drainage ares.

@  In other werds, if you had a gas field that was &40 acres
extent and oune wall would adequately drain that field, btut if the

640 had been completad in it, each one of those wells would not

A4 Wwould you restate your gquestion?

1 am assumiﬁg certain physical facts, The physical facts

1l compieted in the fleld will complately drain the zas to its ec

in that field, will each one of them, if they are all producing,

drain &40 acras? x !

5 Ho, sir. 1{ they are all producing at the same time each

cne of them would drain their propertionate share. |
i

. Yes, In other words, your effective drainage area depends

not only upon your engineering facts but also such facts as what

?
‘wells are in existence in & given area, is that not true? |

4 Yes, sir, that is correect.
¥Re WOODUWARD: That is all we have, \
Mo SPURRIER: Anyone else? Fr. Honty

ADA DEARNLEY & ASSOCIATES
CQURT REPORTERS
ROOM 105-106, EL CORTEZ ELDG.
PHONES 7-9845 AND 5.-9546
ALBUQUERQUE. NEW MEXICO

% -4

an

in

are

Qliw

omic limit. Let us suppose 1t 1s also a fact that there are O64LD wells



0 Are you familiar with the Fhillip's Falby lemse, the Phillip's
Yates lease in 24 south, 36 east, Section 247
A Philliptvs, what lease?

A

Phillipts Yates Humber One, 24 south, 3§ east.
4 uhat section?

¢ BSection 24 southeast and southeast.

4 I think very probably you are mistaker, I don't bLaelleve =
‘I think that is an over-ride lease that probably we have.
O  Are you familiar with that general area?

Tes, sir.

A
& I believe that well was producing out of the Yates forma-

'tion, oil. A I think that is correcti
n Has Phillip's condemned all the zones below that gone that
horison? : / 4 I would have uo way of

& Do you think it has future possibilitiss of production?
4 Pelow that horison?

G Yes.

A T i{magine it potentially may have,.
¢ If the Commission adopts your recomme:

dations for ;uttia%

Eall the Yateg and San Andres horisons in one pool, how will the
Commission be able to give that well an additional allowable for
sach new horizon find of 01l1? A That well?

| 9 Yes, sir. Uot thst well, but that lease or that ares,

You would have to drill & well to it, ;

GRS § o

A You would have to drill a well to it.

¢ Your reccumendations are that the Commission adopt that
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?iaservéiyféam the Yéi&s ﬁawﬁ"zhrﬁugh the San Andres as the vertical

limits for that pool?
L Only in ~= I pay have statad that. I meant only insofar
ae the hydrocarbon accumulation is present and I certainly did not

you hit the Jan Andres or the Grayburg.

the formation of namee then? A Probably.
¥R, HORTOOMERY: Thank you.
Ty MR. STANLEY:
‘ 7 I would like to ask you a question please, Mr, Grimm, 1

| & common SoUrce of supply and in reality are one producing horizon
f Do you advocate that this order, can an operator set pipe above the
| Yates and supposs the Yates-Seven Rivers-{Queen-Grayburg and SanA
~ Andres formation - |

mean down in the south edge where you go into the water long bafar&

¢ Perhaps we should define this pool on some other basis than

was confused yesterday, today I am bayond that state and I am really
fouled up. Lot's assume that this Cormission writes an order ataﬁw
ing that the Yates~Seven Rivers-Queen~Grayburg and San Andres ane

L {Interrupting) For what kind of production? f

¢ {Continuing) -- in one well Lore, I went you to tall the
- Commisslion how you would write the orders ?
Ingsofar as it was gas production, yes, sir,

G what if you have gas and oll preduction?

o

4 I would never advocate opening & gas reservoir or & gas ksy

f directly into a well bore where you have an oil zone underneath and

~ open into the same well.
L Well, now, how would this Commission write this order so
{ anforce that regulation?
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| A I think that they, well, I will put it this way, If I
waere writing the order I would make it permissible to open a well
vare within the gas zone from the top of the Yates to the bottom ol
the gas producing borisen, but that if the well penetrated the oil

Rl

sone tihan I would say thet only within the same casing string could
| the ges or the oil be open to the reservolr or to the well. I
iraalize that leaves you the possibility of Dradenhead connections,
but as far as I am personally coucerned, that i{s the same &5 two w+lls;
o “ould vou get two allowsbles out af»the one well?

A Tou would zet one acreage allowable for oil and one acrea#e

{
i

allowable for zas.
W, STANLEY: That is all, :

T

|
MR, CPURRIER: Anyons else? I not the witness may be nxcus#d.

| {(Witness excusaed,)
He 7o WHITE

iﬁaviag first been duly swmrn, testified sa follows:

! By g oy FETR Y L4
DIREDY EYAM

|
i

By MR. FOSTSN: |
; L will you state your name o the reporter and the Sammisai%n

};

¢ vhere do you reside, !r. White?

A Tartlesville, Oklahoma,

% Iou are smployed by Fhillip's Petroleum Company?
A ‘Eﬁﬁ, sir.

§ In what capacity? &4 Gas enginesr, |
L What educational training or qualifications do you have al

a gas engineer, Mr. white? i
A Graduated {rom the bzivgzﬂisiwgi_IﬁgﬁgjuLiﬁﬁﬁgxi§3Jm;w_J
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!aﬁginaaring degrea.
| % ¥hat experience have you had in the practice of your pro-

fesgion?
4 In that year I started with the Railroad Commisaion of
| Texas in the panhandle field, Vorked with them slightly over a year,

..

then I Jjoined the Phillip's Petroleum Company in 1937 and have bee
with thenm in some end of ths gas business continuously since that time,

% Has your experience with Phillip's Petrcleum Company been
in the matter of the proration of gas penerally?

A Yes, sir, it has,

i Somewhat particularly has it not?

4 Tes, 8ir,

¥R, FOSTER: I will submit the witness is qualified to testify
if the Comzission please.

; ’ |

Hi, SPURRIEE: I think he is,
¢ ¥r,. White, I just want to ask you on & few questions ou due
phase of this case, 1t has Leen proposed here that the ﬂamwiaaiag
. should allocate a minimum allowable of 500,000 cubic feet of gas %
| day to asach gas well in the common source of supply. First 1 uan#
you to tell me whether you would recommend such a procedure and L#
| you dontt, tell me why you dontt, é
4 As I understand the probiem of proration as related to t%n
- Comminsion, they have a duty established by law of regulating ﬁra%
duction for two purposes, (ne to prevent waste and one to prctac?
correlative rights. An allowable of 500,000 cublic feet per day i#
- not é&sig&a& to do either one of these things, j
2 ire you saying that any minimm allowable would not be re=
—3Iated to the preventlion of waster — -
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| & ko, sir, I am not saying that. |
|
|

o You are just saying that a minimm, that there be no reasdn~
‘gble relationship Letween the prevention of waste and the minimum
‘allcwaéia of 500,000 cuble feet per day?

A I don't beileve there 1s, no, sir.

L Yes. In some aress in which you have had axperience, wells
have been agsaigned a ninimum allowable either by an order of the
Railrocad Commission or under statutory authority, what relationship
‘is there between the prevention of waste and minimae zas well allc$~
ables?

4 The only connection that I con see is that it would prevent
the abandorment of many small wells or prevent 2 man from plugging

his well on account of not belng able to produca.

| ©, what you are saying 1s that within proper limits, you s@&#d

|
‘have minimum zas well allowables for the purpose of preventing praL

lmature shandonment of wells?

k Yes, sir, keep him In business until he could get a aannaFm

‘tilon that was profitadle, }
: 4 Can you think of any other reason for assigning a aiﬁimwg
‘allowstle Lo & well? & o, sir, |
| ( FPremature abandonment of a well would constitute waste,

would it not? é
L well, it would be wasteful to the man who owned the well,

it wouldn't necessarily waste tls gng &8 such., It might be unpraf&t~
‘akle for somsone else %o drill an additional well, in that sense it
would be wasted. |

2 wWhat yvou are saying is that the gas would still be down |

it hrouszh-one
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‘through some other well? A4 That is correct.
2 Then on that basis the assigmment of a minimnm allowable to
'a well might also tend to protact correlative righta; might it not?
L Yes, sir, it would.
% tow there has been a good deal of testimony hers ln this
case about these minimum take provisions in certain contracts of the

P

' producers in these fields here. Do you see any relationship between
the minimum take provision in a contract between the purchaser and
the producer and market demand?
4 Yot necessarily, ne, sir.
o If there is any such relationship, it would be purely co=-
incidental, would it not? A I think it would.
o If this Commission would for any of the reasons that you
iaave mentlonad, fix & minimm allowable for a gas well, have you aby
- suggestions as to what ninisum allowable should be, or let me put it

[ this way first. In these arcas that we are talking about, do you
sae at tho present time any necessity for the establishing of a

| minima allowable in these gas wellas?

; g&v& not conductad an investigation along that lina.

. However, I haven't heard of anyone who has pecessarily about to lQuo

4

A

[

 his well on account of non production, but than that dossn't mean |

thaere are nond. ;

| ¢ If you wers for any of the reasons that you have wantios&d,
| going to allocate a minimum allowable to these gas wells within |

what limits would you confine that minimum allowable?
4 Oh, to enough gas to keep his operating expenses and lease

in oporation as far as his royalty owner is concerned.
1
o tnough B0 &% o makeit-6 commercial
B ADA DEARNLEY & ASSOCIATES
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| state such as waste preventlon or the protection of correlative

@f tﬁéﬁiaése? - - R A Yes. |
2 So that the lezse might not terminate becsuse it was not

producing gas in commercial quantities? A Yea.
% Tlow that smount might undsr various ciroumstances,vary from
time to time, might 1t not?

A That is correct. It may depend on bow his lease roads.
L Qf course I don't think the Commission ecould telke all of those

into acoounte.

& I understand that, Iut they would have to relate to some

powar that they had in administering the conservation lsws of the

rights? & Yes, sir, I think so.
e FOOTER: 1 believe that is all,

¥, SPURHIER: Anyonse have a question of this witness?

MR, ABRIR: ¥ill the witness be here next month?

M, FOSTER: I can't say about that. I wouldn't krnow whather

it would bLe poassible for him to bLe available or not. ¥We zot ayreah

& lictle thin now and then, !

¥le AUAIH: %We have no questions at this time, 5
HR. SPURHIER: If no further questions, the witness wmay be |
I

i gxsuped, _
{(Witness excused,)
¥R, POSTER: That is all we have. |

4 M. SPURRIZER: we will take & short recess. Is there any
‘other testimony or witnesses in this case today? We will take &

recess, (Regoss. ) |
| PRe SPURRIER: The Meeting will come to order, please, I

!

asgume that no one has any further comment in Case 673, is that l
‘right, st this time., Tou QW“E‘If‘iﬁ‘eﬁ@ﬁﬁ}ﬁ?@ﬁ“ﬁ“‘J
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t&e ragular h&aring in ﬁyril, April 15. The next case on the
docket is Case 676,

: R

STATL L Nod MEXICU
B8,

Yot g e

el RITTRE 7
{}*s a,a L

i, Ade desrrley and Helsn Furcell, Uourt leporters and

Prengerip of Hearing before the lhew Mgxlco ULl Conservarlon
Comaission in Case 673 on Harch 17 and 18, 1954, wes reported b
us e .6% Lhe sane 12 & Lrue ad gorrsct rscord of the proe-

i‘@@ul i3 e

RALS thxg :
e zﬁty Qi Alvugusrque, ﬂ&ua
Jrato of Hew Baxico.

Hoterics i ullie, 40 hereby cerciiy that the loregolng and stuached

Y

Wy Coammission ixplras:
Decanbar ii‘;, 1%‘57#
|
' }
| |
e P e e - }

ADA DEARNLEY & ASSOCIATES
COURT REPORTERS
ROOM 105-106, EL. CORTEZ BLDG.
PHONES 7-9645 AND 5-9546
ALBUQUERQUE. NEW MEXICC

133~



[

BEFORE THE
OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO

Santa Fe, New Mexico

* ¥ X B ¥

TRANSCRIPT OF PROCEEDINGS

CASE NO. __873
Regular Hearing



BEFORE THE
OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO
Santa Fe, New Mexico
April 15, 1954

IN THE MATTER OF:

(Continued from March 17 hearing) Application of the
Commission upon its own motion for an order amending,
revising, or abrogating existing Rules and Regulations
of the 0il Conservation Commission, and/or promulgating
Additional Rules and Regulations relating to gas pool
delineation, gas proration, and other related matters,
relating to the Jalco, Langmat, Eumont and Arrow Gas
Pools.

Case
673

st Nt Vg Nt et st st it Nt Nyt “vqst? et "ttt gt

TRANSCRIPT OF PROCEEDINGS
MR. SPURRIER: 1In this Case, first, let me say that the

¥

Commission or I or Mr. Macey or no one else noted the fact that to
morrow was Good Friday. I find a lot of you are quite impatient tp
go home, as someone says, you want to keep the reservations you
have. It appears there is no possible way to finish the testimony
in this Case 673 at this time. We also note that on the 19th of

May we have a pretty full docket considering,well, Case 330, the

San Juan proration case may take a lot of time. We can't have it

the day before the regular hearing because the Commissioner has
his land sale on that day. We can't always get this Hall at our |
convenience. We do find out on the suggestion of some that we can

|

| get this Hall on the 6th and 7th of May. We investigated a lot of

{
other dates and that is one of the few dates that we find, That

Case alone would be heards %there is one other short Case set for :

the 7th. On the 6th and 7th, that would be the only case that we |

|
i
i
!

— }
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would need to give any attention to. I would like to say right

p—

here that we cannot set the dates apparently for a hearing that will
satigfy everyone.

MR. MALONE: On behalf of Gulf, who had expected to lead
off in 673 -- we are all anxious to get home and there is nothing
to be gained by proceeding with this case at the present time. If
the Commission would entertain a motion that 673 go over to May
6th, I would make such a suggestion.

MR. SPURRIER: May 6th, nine otclock in this hall. 1Is
there objections?

MR. DIPPEL: I don't want to object because we certainly
feel it is highly desirable to give this Case a special setting.
That presents some serious conflicts for us. We were wondering
if it would be possible maybe to have it on the 10th and 11lth?

MR. SPURRIER: Do you want to ammend Mr. Malone's motion?

MR. DIPPEL: I didn't offer a motion. We will be here
any date you will set. If it isn't going to bother anybody elset's
convenience. I don't care to amend the motion. I don't want to
appear to be at all an obstructionist about it.

MR. MALONE: I will accept the amendment which was offered

and withdrawn.

MR. SPURRIER: Without too strenuous objections then, we
|

will continue the case to May 1Oth at nine ofclock in Mabry Hall. |

We will go on to Case 693.
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STATE OF NEW MEXICO )
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I, 4da Dearnley , Court Reporter, do hereby

certify that the foregoing and attached transcript of proceedings
before the New Mexico 0il Conservation Commission at Santa Fe,
New Mexico, is a true and correct record to the best of my
knowledge, skill and ability,

IN WITNESS WHEREOF I have affixed my hand and notarial

seal this 1Uth day of April y 1954,
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