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IN THE MATTER OF:

Application of the 01l Conservation Commission
upon its own motion for an order promulgating
rules and regulations governing the dual com-
pletion of gas wells in the San Juan Basin Area:
of Sagndoval, Sagn Juan and Rio Arriba Counties, :
New Mexico. The Commlission, in  .the above-styled:
cause, seeks an order establishing rules and
procedures to be followed in the granting of
dual completions in the San Juan Basin Area of
New Mexico 1in Sandoval, San Juan and Rio Arriba
Counties under the provisions of Rule 112 of
the Commission's Rules and Regulations, said
dual completions to be restricted to the dual
completion and production of gas from gas pro-
ducing zones in the San Juan Basin.
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BEFORE:
Honorable John F. Simms, Jr.
Mr. E. S. (Johnny) Walker
Mr., William B. Macey

TRANSCRIPT OF HEARING

MR. MACEY: The next case on the docket is Case 1034,

MR. KITTS: 1If it please the Commission, the Commission
Staff requests that this be continued until the Commission Staff
and operator has a chance to study this further.

MR. MACEY: Does anyone have any statement to make in this
case? We will continue Case 1034 until the regular hearing April

24kth,
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STATE OF NEW MEXICO
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COUNTY OF BERNALILLO

I, THURMAN J. MOODY, Court Reporter, do hereby certify that
the foregoing and attached trsnscript of proceedings before the
New Mexico 0il Conservation Commission is a true and correct record

to the best of my knowledge, skill and ability.

WITNESS MY HAND, this, the ,Zé'i day of March, A. D., 1956/
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BEFORE THE
OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
April 18, 1956

IN THE MATTER OF:

CASE NO., 1034: Application of the 0il Conservation Com-

mission upon its own motion for an order
promulgating rules and regulations governing the dual
completion of gas wells in the San Juan Basin Area of
Sandoval, San Juan and Rio Arriba Counties, New Mexico.
The Commission, in the above-~styled cause, seeks an order
establishing rules and procedures to be followed in the
granting of dual completions in the San Juan Basin Area
of New Mexico in Sandoval, San Juan and Rio Arriba Coun-
ties under the provisions of Rule 112 of the Commission's
Rules and Regulations, said dual completions to be restrice
ted to the dual completion and production of gas from gas
producing zones in tne San Juan Basin.,
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BEFORE:
Honorable John F. Simms, Jr.
Mr. E. S. {(Johnny) Walker
Mr. A. L. Porter, dJr.

TRANSCRIPT OF PROCEEDINGS

MR. PORTER: The next case on the Docket is Case 1034.

MR. GURLEY: Application of the 0il Conservation Commission
upon its own motion for an order promulgating rules and regulations
governing the dual completion of gas wells in the San Juan Basin
Area of Sandoval, San Juan and Rio Arriba Counties, New Mexico.

MR. PORTER: Mr., Utz?

MR. UTZ: If the Commission please, the Commission Staff hals
prepared a brief statement which was circulated here this morning ip
regards to dual completions in regards to Case 1034 in the San Juan
Basin.

At the risk of being repetitious, I would like to briefly, very
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briefly, go over this recommendation. The rule as now stands, the
Commission Staff -- the Santa Fe Staff, I'm not so sure the Aztec
Staff completely agrees with us =~ believes is too narrow, and more
latitude should be given to administrative approval. Briefly, the
present Rule states that the upper zone of the dual completion has
to be in the defined limits of the gas pool; the lower zone has to
be in the defined limits of an 0il or gas pool. The operator has
to have written approval from all offset operators with a ten-day
waiting period, and if any one operator objects to the dual comple-
tion, he has to come in for a hearing.

The Staff believes that there are certain formations in the
San Juan Basin which lend themselves very readily to dual comple-
tions; there are also a number of mechanical dual completions which
are accepted by the industry, and of course quite naturally are
accepted by the Commission; there are certain packer leakage tests
which can be run in order to prove the complete separation of the
dually completed zones. So the Commission Staff is recommending
that certain minimum requirements be made and that Rule 112 be chan
that is, as far as it pertains to the San Juan Basin -~ and provide
for preliminary approval of dual completions by the District Super-
visor when the following conditions are met:

1. When the well is being dualled in certain specified for-
mations as provided for in the order, even though they are not in
designated pools. That gives us a little more land area.

2. When the well is mechanically dualled by certain specified
types of mechanical methods as provided for in the order. That is
the part that we run into an argument about; and

3. When certain specified packer leakage tests have been sub-

red --
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mitted after completions which proves no communication between the
zones.

We believe that the rule should be written around those three
recommendations, and that, further, there is more time needed to
study our proposals and the operators need a little more time to
study the proposals, and we actually need to run a few feeler testd
to determine what kind of packer leakage tests are acceptable.

I therefore request the Commission to continue this case until
the May hearing, at which time, if an operator does not come in and
we would like to have operators come in and give testimony in regan
to this == offer testimony, then the Commission Staff will be in
position to put on testimony of their owne.

MR. PORTER: Mr. Utz, I believe that you stated your pro-
posals had been circulated here this morning?

MR. UTZ: Yes, sir.

MR. PORTER: Will they be generally circulated between now
and the next hearing, to the operators?

MR. UTZ: We can do that, and I think it would be a good
idea to do so.

MR. PORTER: Is there any objection to Mr. Utz's request
for a continuance of this case to the May 16th hearing?

The case will be continued to the May 16th hearing.

3*
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CERTIFICATE

STATE OF NEW MEXICOZ
COUNTY OF BERNALILLOSSS

I, THURMAN J. MOODY, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the foregoi
and attached Transcript of Proceedings before the 0il Conservation
Commission for the State of New Mexico was reported by me in steno-
type and reduced to typewritten transcript by me, and that the samg
is a true and correct record to the best of my knowledge, skill and
ability.

WITNESS my Hand and Seal, this, the 3rd day éf May, 1956, in

the City of Albuquerque, County of Bernalillo, State of New Mexico.,

No y Public.

My Commission Expires
April 3, 1960.
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BEFORE THE
OIL CONSERVATION COMMISSION

Santa Fe, New Mexico
May 16, 1956

IN THE MATTER OF:

)

|

Application of the 0il Conservation Commission )

upon its own motion for an order promulgating )

rules and regulations governing the dual com- )
letion of gas wells in the San Juan Basin )
rea of Sandoval, San Juan and Rio Arriba )
Counties, New Mexico. The Commission, in the )

above-styled cause, seeks an order establishing ) “Case No.
rules and procedures to be followed in the ) 1034
granting of duval completions in the San Juan )

Basin Area of New Mexico in Sandoval, San Juan )

‘and Rio Arriba Counties under the provisions of )

Rule 112 of the Commission's Rules and Regula- )

tions, said dual completions to be restricted )

to the dual completion and production of gas )

from gas producing zones in the San Juan Basin. )

Mr, A, L, Porter
Mr, E. S. (Johnny) Walker

TRANSCRIPT OF HEARING

MR. PORTER: The next case on the docket is Case 1034,

MR. GURLEY: Case 1034 concerns the application of the 0il
Conservation Commission upon its own motion for an order promulgat-
ing rules and ;egulations governing the dual completion of gas well
in the San Juan Basin Area of Sandoval, San Juan and Rio Arriba
Counties, New Mexico.

MR, PORTER: Will the witness in this case please come
forward?

R. G. CARLIX

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

follows:

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-6691




DIRECT EXAMINATION

By MR. GURLEY:

Would you state your name, please?
R, G, Carlin.

What is your position?

O = O

tion.

Q Have you, Mr. Carlin, in your official capacity, had the op-

portunity to study the facts concerning the Case 10347

A T have.

Q Would you state your conclusions as a result of that study,
and your recommendations thereon, please?

A The present Rule 112-A.makes a hearing mandatory for any
dual completion except that administrative approval by the secretany

of the Commission might be obtained when certain conditions are met

These are, in general, the upper zone is in the defined limits of §

gas pool, the lower zone is in the defined limits of an oil or gas
pool, the operator has written approval from all offset operators,
or after ten days from receipt of épplication when all offset op4
erators have been notified and none object.

Because of the stratographic control in the majority of San

Juan Basin fields, a development in many cases is difficult to pre4

dict,in many cases difficult to predict in advance in sufficient

time to allow due notice for dual completion prior to drilling of
a well., Such pay zones are not of sufficient economic importance
to justify the drilling of separate wells, and under these conditig
allowing of dual completion will tend to promote better conserva-

tion practices and prevent waste.

Assistant General Superintendent, Delhi-Taylor 0il Corpora-

Y

pN S
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Road.conditions and the isolation of many well locations in t}j
San Juan Basin places undue‘hardship on the operator in requiring
due notice and hearing because of the resultant delay in moving in
a rig for the sole purpose of dual completion, whereas if prompt
completion could be granted,'the drilling rig used for drilling th
well could be used for this work. The San Juan Basin is a typical
sedimeﬁtary basin and known cretaceous productive formations may be
correlated over largé distances. Therefore, correlative rights
will be prbpected and waste prevented with an allowance for dual
completion in areas outside pool limits between previously defined
productive formations.

Various studies have Been made of the producing characteristi¢
of the various reservoirs in the San Juan Basin as it was felt that
certain changes in the present rules and regulations and prccedure§
would result in savings of time, labor and expense in the drilling
and completion of wells in the area, It is also felt that certain
rules could be provided by the Commission'under which approval
could be given the operator by the district supervisor of the Com-
mission to dually complete a well without notice and Hearing,
provide for proper packer leakage tests, and provide for general
minimﬁm requirements of mechanical installations. «

In connection with this particular Rule 112-A, I have a sug-
gested revision to this rule which I would like to read into the
record. I have copies here of the suggestion if anyone would likq
to have this., This would be an addition to Paragréph C, called
Paragraph C-1: a

* The District Supervisors of the Commission shall have

authority to grant an exception to the requirement of Paragraph A

e

S
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above without notice and hearing for wells located in Sandoval,
San Juan and Rio Arriba Counties in the San Juan Basin,‘~where
application has been filed in due form and when the lowermost pro-
ducing zone involved in the dual completion is an oil or gas pro-
ducing zone and the upper producing zone involved in the dual com-

pletion is a gas producing zone, both zones being of cretatéous

age and have previously been recognized by the Commission as separ%te

productive horizons."

I have prepared a statement as a suggested procedure for admin-

istration of Statewide Rule 304 in the San Juan Basin, 304 being
for control of multiple completed wells., Statewide Rule 304 provig
for the production and maintenance of multiple completed wells in 4

manner to insure the complete segregation of the various common

es

|

sources of supply. This should adequately cover proper packer tes&s.

However, because of a long period for pressure stabilization of maf
San Juan zones and the non-corrosive nature of the well fluids of
cretatéous zones, administration of Rule 304 will require special

procedures for the San Juan Basin. It is suggested that the follo

ing procedure be considered by the Commission in setting up a work¢t

able administration of Rule 304 to determine the effectiveness of
the segregation in multiple completed wells.
1. Packer leakage tests will be required upon completion and

after remedial well work or chemical treatment which would affect

the packer seal yearly in conjunction with the annual deliverabilipy

test, and at any time as deemed necessary by the district supervi-

sor of the Commission.

2. Both zones will be shutin for a minimum of seven days, anf

the shutin pressures recorded.

24

ADA DEARNLEY & ASSOCIATES
STENOTYPE REPORTERS
ALBUQUERQUE, NEW MEXICO
TELEPHONE 3-8691




‘zone during flow test. While dual completion experience in the

3. For gas, gas completions produced the zone which would
result in the greatest differential pressure between the zones at
rates equal to or greater than the maximum anticipated withdrawal
rate. For gas-oil completions produced the oil zone at rates equal
to or greater than the maximum anticipated withdrawal rate.

L. Producing period will be at least three hours duration
and pressures of both zones will be recorded at regular intervals
during the flow~period.

5. All pressures will be measured with a deadweight gauge.

6. For gas-o0il completions, the oil zone will be shutin until
stabilized or for a period of at least twenty~four hours in the
event stabilization is not obtained in less than twenty-four hoursj}
Flow gas zone in gas-oil completion repeating steps three, four and
five as mentioned above.

8. Packer leakage will be shown by pressure decline on shutin

San Juan Basin has been limited, a large number of dual completion

Ul

have been made in other areas, industry experience in these areas
leads to the conclusion that there are numerous mechanical meané for
effectively separating multiple horizons in dually completed wells}
For this reason it is my opinion that the Commission would
prefer not to place any mechanical limitations on dual completions
inasmuch as packer leakage tests will effectively determine the
complete segregation of the various common sources of supply.
It is my belief that the suggested revision of Rule 112-A and the
procedure for administering Rule 304 to include these procedures ap
applicable to the San Juan Basin area will expedite approval of

dual completions, and will eliminate the necessity of a hearing
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for dual completions outside of known pool limits, It is realized

that it should be a matter of policy for the district éupervisor
to grant approval for wells dually completed if equipped in what hgs
been acceptable methods, "It should also be a matter of policy for
the district supervisor to not approve dual completions which shoulld
deviate from standard accepted procedures in this area. In those
cases, the matter would be resolved through normal notice and hear-
ing.
Q@ You héve testified before the Commission as an expert witndgss

before, have you not? A I have. |
MR. PORTER: Are there any questions of Mr. Carlin?

CROSS EXAMINATION

By MR. MANKIN:

Q@ Mr, Carlin, considerable reference has been made to approvil
by the district supervisor to expedite the approval of duals. Donit
you feel that from the statutes of this State that possibly the tenor
of approval may be given by the district supervisor, but the final
dual completion orders accordingly could not be delegated to the
district supervisor, and would have to be made by the director of
the Commission?

A I believe you are entirely correct in that particular instance.
However, it is the feeling that that is a matter for administratio?
of the Commission. If they desired to have the authority vested
in the secretary and then perhaps delegate the authority to the
deputy supervisor, that would entirely be a matter within the ad:
ministration of the Commission.

MR. PORTER: Mr., Arnold.
By MR. ARNOLD:
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Q In regard to your suggested procedure for administration
of Rule 304, Paragraph 3, I notice that you recommend that the low
pressure side be flowed and a shutin check on thehigh pressure sidsd
I would like to ask if you are aware that there is an opinion held
by some engineers in the basin that a packer test should be conduct
by flowing the high pressure side and checking the shutin on the
low pressure side because of the possible effect of reaching the
critical flow conditions through\the leak if the well is flowed
through the low pressure side?

A Well, there has been éonsiderable thought on that particulan
matter. It was my feeling that if we could limit this to producing
the zone which would result in the highest differential pressure
between the zones, that would then give the operator an opportunity
to produce the zone which would better fit the conditions., I am
aware that as Mr. Arnold has stated, that there is the possibility
of these other conditions, and that it might be wise during the
initial stages of working out some procedures for tests for dual
completions that we make tests perhaps of both zones, which would
probably also .entail considerable study as to the amount of time
for the shutin periods.

Q You think it might be a good idea for an indefinite period
or would you want to specify how long a time? '

A Well, there have\been relatively few dual completions made
up to the present time in the basin, and I believe though that fronm
the nature of the development in the basin as we are getting more
into marginal and perhaps submarginal areas, that we should consids
more dual completions, especially on the economic basis of drilling

and that in six months or twelve months period of time in which to

®
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make a study would be appropriate.

Q You think that would be better to leave the time unspecifield

and just make it when we get enough information gathered maybe we
can eliminate one of the tests at that time.
A I believe that would be proper.
MR, ARNOLD: That is all.
MR, PORTER: Mr. Mankin,
By MR, MANKIN:

Q Mr. Carlin, I understand there has been considerable though
given to specifying that the dual completions would be from the
cretacéous age which is the present producing zones within the basi
at the present time. Would it not be best to further limit that
instead of being cretatéous age, to previously approved zones in
known producing zones such as the Mesa Verde-Pictured Cliffs and
Dakota and such formations as that, would that not be best, and thg
as the development goes ahead, the administrative procedures might
be further enlarged to include characteristic' formations which wen
known?

A Up to the present time I don't believe we have considered
any dual completions in anything othér thah the Dakota zone, and
all higher formations. I can see in the future that there might
be deeper drilling. I would not be against any limitation down to
the granite, if that is what you would like.

Q I have particular reference to certain quesfionable forma-

tions such as the La Ventana: ' and other formations which have

no known, or very little known about them as to producing character-

istics as to whether they should be administratively or further

studied.

t
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A In the defining of those zones that will be a normal pro-
cedure for notice and hearing before the Commission to define the
pool on that, and that would then come up at that time I would imagine.

Q Then possibly it would be better to eliminate some of thos%
zones which we know very little about rather than to specify as a
matter of policy what some of these zones have been previously
so that could be done administratively, the others might be done
as a result of the hearing?

A That is right.

MR, PORTER: Mr, Madule. ,
MR, MADULE: Ross Madule for Magnolia Petroleum Company.
By MR, MADULE:. |

Q Do you propose to have these rules that you are proposing
as amendments to Rule 112 and 304 or as field rules, what is your
proposal?

A I would propose an amendment to Rule 112-A, I would not
propose a change in Rule 304, I believe that would be an administga-
tive procedure for the Commission.

Q@ What is the reason for recommending the change in Rule 112
Could it be in connection with the field rules confined to this aréa?

A Basically Rule 112 provides for administrative approval by
the secretary of the Commission for dual completions within known
pool limits. We have conditions at the present time where there are
dual completions outside of known pool limits, defined pool limits,

Q Does your proposal limit to this area or to all areas?

A To all areas in those three counties,
Q@ In those three counties? A Yes.
Q Not Statewide? ‘ A No.
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Q Aren't you getting a Statewide rule mixed up with a local
rule?

A It was my feeligg as long as we limited this to Sandoval an
Rio Arriba and San Juan Counties that that should take care of it.

By MR. MANKIN:

Q I believe it was the Commission's original intent when thig
particular case was called, that this would not be a change to Rule
112; but primarily only be an‘-excepbioh to Rule 112 for specific
rules for the San Juan Basin. A That is right,

Q I suppose that is‘what the call of the hearing likewise
reflects, is that not true? A That is right.

Q@ So it was not a change to Rule 112-A, it was merely to be
primarily an exception to Rule llzeA‘as'cbncerns the San Juan Basin
A It is an exception or addition. I am not an attorﬁey.

Q Then these would be specific rules for the San Juan Basin
as an exception to Rule 112-A as concerns the San Juan Basin?

A  That would be more like it.

MR. PORTER: Mr. Woodruff.
MR. WOODRUFF: Representing El Paso Natural Gas Company.

d

We concur in the testimony and recommendation of the witness. We wquld

like to make one suggestion about delegating the authority to disty

supervisors, I think that difficulty can be eliminated by the

Commission issuing a blanket order for these three counties approvs

ing dval completions under the specified circumstances, and making
that order effective in individual cases upon the approval of the

district supervisor. The Commission has then made appropriate

ict

findings that such procedures will eliminate waste and not injure $he

correlative rights of any person. - It could not become effective,
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of course, as an act of the Commission until the approval of the
district supervisor is had in individual cases. I think that would
be better than giving him authority to make tentative approﬁal tha&
might later be withdrawn.

If you have some money to spend here and you are going ahead
on the district supervisor's sayso, you want to know that you are
not going to have the operation shut down by that method. I think
it is the act of the Commission in approving the dual.

MR. PORTER: Any more questions?

MR. GRENIER: A, S, Grenier for Southern Union Gas Company)
Our company also would like to state its position as being in
general favor of the proposals made by Mr. Carlin. This, however,
does strike us that if it is suggested by one of the staff of the
Commission, this order were to be limited to certain specific for-
mations rather than speaking in the more general terms of all

defined cretatéous formations as the proposal was first made, it

would be necessary whenever that rule was amended, it being a genepal

rule to have further hearings on that subject, perhaps those could
be combined with the definition of the new pool, but it would just

mean that there would also have to be two things done at once

R ]

there whereas if it were set up on the basis of any defined pool o
formation which had been delineated, its vertiéal limits by prior
proceedings before this Commission, that is prior to the time that
the dual completidn was being considered, we wouldn't be having to
come back here and reconsider this particular rule 6r set of rules
every time some new formation were encountered, which proved pro-

ductive.

MR. PORTER: Anyone else have anything further to say in this

case?
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MR. DUGAN: Tom Dugan with Pacific-Northwest Pipeline.
We worked on this problem. We agree with Mr. Grenier that we don't
believe that specific formations should be set out in the rule and
that the recognized; that any dual can be made in a recognized formg
tion.

MR. PORTER: Anyone else?
By MR, MANKIN:

Q Mr, Carlin, would it not be in order to have this particuls
order be of very general nature and‘then have certain memorandums
and policies that could be easily changed without further hearing
that woulddesignate these\zones as the development moved to the
front, and in the future would that not be possible?

A It would be very possible.

MR, PORTER: Any more questions? The witness may be excused.

(Witness excused.)

MR. PORTER: Are there other witnesses in this case?l

Lr

N

We will take the case under advisement. We will have a short recesgs.

(Recess.)
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CERIIFICATE

STATE OF NEW MEXICO 2
COUNTY OF BERNALILLO |

I, ADA 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 WHERLOF I have affixed my hand and notarial seal

this 22nd day of May, 1956.

otary Public~Court

My commission expires:

June 19, 1959,
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