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EXAMINER mmim 
OIL CONSERVATION OQIWISSION 

Santa Ft, Msw Maxieo 
January ?• 1958 

* - - - ) 

) 

IN THE MATTER OF! } 
) 

Application of Gulf Oil Corporation for an ordar ) 
suspending tha cancellation of underage accrued ) 
to eight gas walls in the Euaont, Jalwat, Tubb ) 
and Blinabry Gas Fools* Lai County, Maw Maxieo. ) 
Applicant, in tha above-styled causa, soaks an ) Caaa 1360 
ordar suspsndlng tha canca11atian on January 1, ) 
1958, of tha underage accruad to the following ) 
gas walls In tha Eumont, Jalmat, Tubb, and ) 
Blinabry Gas Poolsi ) 

%mn% P.ogt. ) 
Sall-Raasay St. *G» Mo, I, m/4SS/4 ) 
Saction 34, Township 20 South, Ranga 37 ) 
East } 

Arnott-Raissay »£» No* 2, SW/4 SE/4 Saction ) 
16, Township 25 South, Ranga 37 last ) 

Arnott-Ra*say »B* No* 5, SW/4 m/4 Saction ) 
16, Township 25 South, Ranga 37 East ) 

J. R. Holt *A» No. S, Si/4 SW/4 Saction 16, ) 
Township 24 South, Range 37 Sast } 

Hugh No* 7, NE/4 NW/4 Saction 14, Township ) 
22 South, Range 37 loot ) 

Harry Lwomt̂  *E* No. 4, NE/4 NE/4 Section ) 
16, Township 21 South, Ranga 37 East ) 

) 

J. N. Carson "A* No* 4, St/4 SE/4 Saction ) 
28, Township 21 South, Range 37 Sast } 

) 
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H. itonird *V No. 4, m/* M|/4 Stetion 16, ) 
Township 21 South, Rtnga 37 gait ) 

all in Lea County, New Hexlea* \ 
) 

IN THE MATTER* OF i | 

Application of tha Taxis Company for an order ) 
suspending tha cancellation of underage acarued } 
to two gas walls in tha Eusumt Gas Pool and Jalsiat ) 
Gas Pool, Lea County* Now Mexico* Applicant, In j 
tha above-styled cause, seeks an order Suspending ) Case 1361 
tha cancellation on January 1. 19*8, of tha under- ) 
age accruad to the following gas wells in tha ) 
Eumont and Jalaat Gas Poolsi ) 

) 

Taxas Company Riddel Wall No. 2, NE/4 NE/4 ) 
Section 12, Township 21 South, Ranga 36 last}) 

Texas Cosipany Stata of New Mexico "i» CMCT~2)) 
Well No. 3, NW/4 NW/4 Section 16, Township 23) 
South, Range 36 Eastj / 

a l l in Lea County, Msw Mexico. ) 
) 

) 

IN THE MATTER OPl ) 
) 

Application of Schermerhorn Oil Corporation for an ) 
ordar suspending the cancellation of underage ) 
accrued to one wall in tha Eumont Oas Pool, Lea ) 
County, Now Mexico. Applicant, in the above-styledj Case 1362 
causa, seeks an ordar suspending the cancellation } 
on January 1, 1958, of tha up4#ira#a accruad to tha 1 
following named gaa wall in tha Euaont Gas Poolt ) 

Schermerhorn Oil Corporation Gulf-State } 
No. 1 Wall, m/4 SW/4 faction 31, Township / 
18 South, Ranga 3? East, ) 

) 

Lea County, Now Mexico. ) 

BEFOREi Daniel S. Nuttar, Examiner 
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MR. NUTTBRs We will call up next Cata 1360. 

MR. COOLEYJ Case 1360t Application of Gulf Oil Corporatio 

for an ordar suspending tha cancellation of underage accruad to 

eight gaa walls in tha Eumont, Jalmat, Tubb, and Blinabry Gas Pools 

Lea County* Now Mexico. 

MR. KASTLERt If tha Comalssloa plaaaa, 1 aai Bill Kastlar 

representing Gulf Oil Corporation, and 1 would like to stata that 

wa at this time request that thraa of tha walls concerned or cental 

in this application dated November 20, 1957, be stricken froa 

consideration ln this case. Those three walls aret No. 1, Hugh 

No. 7, located In the northeast quarter northwest quarter of Sactio 

14, Township 22 South, Range 37 East, which was in balance at tha 

and of December, 1957, therefore out of tha purview of this case. 

No. 2, Harry Leonard *£" No. 4, Northeast northeast of Section 16, 

Township 21 South, Range 37 last, which was in balance at the and 

of November of 1957. 

MR. COOLEY« Is that in tha Tubb or Blinebry? 

MR. KASTLER* Those two wells are both In tha Tubb, and 

this is tha portion of tha Harry Leonard No. 4 in the Tubb Pool. 

The third wall which we would like to have stricken is the J. N. 

Carson "A* No. 4, southwest quarter southeast quarter, Section 

28, Township 21 South, Range 37 last. We want this stricken becaui 

of a relatively unsatisfactory workover. We don't believe that it 

is a clear enough case to present at this hearing at this time. 

a 
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MR. NUTT0U Is tha re objection to the amendment of tho 

application to omit these three wells from the scope of tha hearing? 

If not, they will be omitted. 

ME. KASTLER: I have as Gulf Oil Corporation!^ witness 

this afternoon Mr. John H. Hoover fro* Roswell, New Mexico. 

(Witness sworn*3 

min- mm 
called as a witness, having been first duly sworn* testified as 

follows^ 
DIRECT EXAMINATION 

By MR. ^ ? T l p i 

Q Will you please state your name and who you are employed 

by, and your position? 

A My name is John H. Hoover, employed by Gulf Oil Corporatlor, 

Roswell, New Mexico* 

Q Mr. Hoover, have you previously testified as an expert and 

testified before the New Mexico Oil Conservation Commission? 

A No, I haven't. 

Q Where did you receive your formal education? 

A I received a B. S. degree In Natural Gas Engineering from 

the University of Oklahoma in January of 1941. 

Q Has all or substantially all of your professional experience 

been in the field of natural gas work? 

A All of It. 

Q Would you please trace your experience since graduating In 
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1941? 

A After graduating in 1941 and spending five years In the 

service, I went to work for Gulf in February of 1946 in tha Gas anc 

Gasoline Department. I came to Haw Mexico in May of 1949 s t i l l 

in the Gas and Gasoline Department* and have served In that capaclt 

ever since as Gasoline Flant Engineer, Gasoline Plant Superintended 

and present District Gas Engineer* 

Q At which Gasoline Plant were you the engineer? 

A At our Eunice Gasoline Plant at Eunice, Hew Mexico* 

MR. KASTLEFU Mr. Mutter, I submit that he is qualified. 

MR. NUTTERi Mr. Hoover is qualified as an expert. 

Q Mr. Hoover, are you familiar with all of the wells now 

concerned in Gulf Oil Corporations* application in Case No* 1360? 

A Yes, I am. 

Q Are all of those wells at present underproduced? 

A All — 

Q I meant to phrase it differently. Have they produced thai* 

full allowable as of the and of 1957? 

A All of the walls are underproduced, with the exception of 

the ones which we asked to be stricken from the application* Tha 

others are underproduced* 

Q Are all of those wells connected to Permian Basin Pipe Line 

Company? 

A Yes, they are. 

Q Would you please outline the reasons for bring the appiicat 

Y 
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dated November 20, 1957? 

A During the peet several months, Permian Basin Plea Line 

Company has been unable to produce the full allowable, due to the 

fact that the market, the development of gaa had exceeded the rate 

at which i t had bean expected, and the facilities for processing 

the gas weren't adequate to handle the gas. Those conditions 

have since changed. 

Q Have you prepared exhibits for introduction in this after­

noon* s testimony? 

A Yes, I have. 

Q Would you briefly describe the nature of your exhibits for 

this hearing? Do you have an exhibit for eaeh well, showing a plat 

A Yes, there is an exhibit for each well, and on each well 

there will be an exhibit, a plat showing the location of the well. 

There will be a recent well test which we have elected to report 

on the New Mexico Oil Conservation Commission Perm C-122-C, which 

is a one point back pressure test. It gives the pertinent informa­

tion and -~ 

Q (Interrupting) That recent teat was made for the purpose o 

this hearing? 

A It was. 

Q To determine the rate of flow? 

A Yes. 

Q And what is the third part of each exhibit for each well? 

A We have tabulated the production or underproduction, as the 

? 

f 
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case say ba, for each wall, and we attempt to show there how tha 

walla got Into tha position they are in and wa are listing the 

accumulated underproduction, tha production by month, and tha 

currant allowable, which we have taken from the gaa proration sched 

and then to correlate that, we are listing a column showing tha 

days tha well was operated for that month, which is from our own 

records. 

(Gulf •» Exhibit Ho. 1-A 
marked for identification.) 

Q Mr. Hoover, I call your attention to exhibit labeled and 

marked Exhibit 1-A. X believe that is entitled Bell-Ramsay St. 

"C" No. 1, and it is a plat. Would you please explain where the 

well is located. 

A This well is located 1650 feet from the south line and 

2310 feet from the east line of Section 34, Township 20 South, 

Range 37 East, Lea County, New Mexico. 

It also shows the acreage assigned to this well for a 400 

acre gas proration unit. It is described as the northwest quarter 

and the south half of Section 34. This well waa completed as a 

single zone gas well on June 25, 1954, after a fracture treatment* 

On fifteen minute O.C.C. test ending lOtOO A.M. on June 25, 1954, 

the well flowed at a maximum rata of 6,000 MCF with a hundred pound 

back pressure. 

(Sulf a Exhibit No. 1-B 
marked for identification.) 

Q Now, Mr. Hoover, I wish to call your attention to Exhibit 

lie? 
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narked 1-B which shows the results of a recent test* Would you 

explain how tha test was made and what those results are? 

A This test was made to determine the producing capacity of 

the well into the purchasers* pipe line, and the teat Is made durln 

the period November 25 to December 4, 1957* This teat shows that 

tha well is capable of producing 1,505 MCF per day into their pipe 

line. 

<Gulf»s Exhibit No. 1-C 
marked for identification.} 

Q I now call your attention to Exhibit marked Exhibit 1-C. 

Would you please, referring to this, explain what is shown and what 

conclusions you can make from that? 

A This shows the status of the underproduction, starting with 

September, 1955, and going up through November of 1957. It shows 

the accumulated underproduction by months; the days tha well was 

operated during that month; what the production was; and what the 

current allowable was. X would like to point out that as of the 

end of September, 1956, that this wall had accumulated an under­

production of 139,301 MCF, and it will be noted that during that 

period, under the days operated column, that at no time was the 

well produced a full monthly allowable or full monthly time. 

Q What happened subsequent to September, 1956? 

A It will be noted that the well was shut-in in September 

of 1956 until in February of 1957. It will be noted that tha 

underproduction had accumulated to a total of now 295,098 MCF. 

9 
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Q Mr. Hoover, can you state tha reason for that shut-in for 

such a long period? 

A This is a unit in which Gulf and Pan American pooled their 

acreage. Due to a aisunderstending in tha payment of royalty, the 

well was shut-in until this agreeasnt waa approved and was finalise 

The agreement was approved by the Land Commissioner on December lOt 

1956, retroactive to November the 1st of 1955. 

Q Would that account for,that retroactive approval account fo 

an even greater underproduction than would otherwise have been 

evident? 

A Yes, it would. 

Q During the year of 1957, or tha remainder of the year aftex 

the approval of the agreement, has the well shown its tendency to 

reduce its underproduction? 

A Yes, it has. It will be noted, starting with March of 1957 

from then on, that the well was produced a minimum of 29 days for 

the month and has averaged full production for the month, and that 

underproduction has been reduced from 295,093 MCF to 84,716 MCF as 

of the end of November. 

Q Is it your opinion that if the relief applied for were 

granted, that this well would produce all of the underproduced 

allowable by the end of the next six months? 

A Yes. 

Q In addition to its current allowable for each of these six 

months? 

d. 
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r 
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A Yet. 

(Gulf* Exhibit No. 2-A 
marked lot identification.) 

Q Now I call your attention to tho second woll on our applici 

tion, an Exhibit you have labeled Exhibit 2«A, a plat ahowlnf the 

location of Arnott-Ramsay "E* No* 2 wall* Would you describe tha 

location and the unit served by that wall, please? 

A This well is located 660 feat fron tha south lino, 1980 

feet from the east line of Section 16, Township 25 South, Range 37 

East, Lea County, New Mexico* It also shows the acreage which is 

attributed to this well, being a 280-acre unit. This acreage is 

described — I might mention that the acreage is outlined cross-

hatched. The acreage is described as the southeast quarter, the 

east half of the southwest quarter, and tha northwest quarter of 

the southwest quarter of Section 16. 

Q In 25 South, 37 East? 

A Yes. This well waa completed February 1st, 1940, as a 

single zone gas well, and i t Is our understanding that a compressor 

had been set to serve this well. 

(dulf's Exhibit No. 2-B 
marked for identification.) 

Q I now call your attention to Exhibit 2-B. Would you please 

explain the results of the recent test performed on this well? 

A This test was made between the dates of December 2nd and 

December 4th, 1957, and i t was made to determine the producing 

capacity of this wall whan the line pressure was lowered by virtue 
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of tho compressors which wo ore informed heve been installed. It 

shows that tho well is capabls of producing 3,337 MCF per day 

against a pressure of approximately 92.2 pounds per square inch 

absolute. This pressure is approximately the gathering ayatem 

pressure as planned. 

(Sulfa Exhibit No. 2-C 
marked for identification.) 

Q I now direct your attention to Exhibit 2-C. would you 

please explain what can be seen on there? 

A This tabulation, like the one previously mentioned, shows 

the status of the underproduction, days operated, the actual pro­

duction, and the current allowable. You will notice here that 

this well is considerably underproduced, being 272,357 MCF as of 

tha end of November. However, I would like to point out that for 

the period of September, '55, through November of 1956, which is 

a fifteen-month period, that the underproduction increased 190,494 

MCF, and It will be noted that tha well was not produced a full 

monthly time on the average through that period. From the period 

December, *56, through November, *57, which you will note that tha 

wall is now being operated a full time during the month, that the 

underproduction has only increased 23,937 MCF for tills twelve 

months period. 

Q Mr. Hoover, at any time, as shown on this xhibit 2«C, was 

this well attached to a compressor? 

A No, it wasn't. 

• 
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Q And you bolltvo it it now attached to a compressor, you 

have testified to that? 

A That is wy understanding. 

Q Is it your opinion that this well is now capable of produci 

the underproduced amount, in addition to its currant allowable over 

the next six months if this relief were granted? 

A Yes, l t is my opinion. 

(dUlf*s Exhibit No. 3-A 
marked for identification.) 

Q I next call your attention to Arnott-Raasay «E* No. 5, 

Exhibit No. 3-A. Would you please locate the well and state the 

completion history? 

A This well is located 560 feet from the west line, and 1980 

feet from the north line of Section 16, Township 25 South, Range 

37 East, Lea County, New Mexico. I t also shows the acreage assigns 

to this well, and it is a 280-acre gas proration unit. I t is 

described as the northwest quarter, the east half of tha northeast 

quarter, the southeast quarter of the northeast quarter of this 

Section 16. The well was originally completed in the Langley-Matti 

Oil Pool on February 1, 1940j recompleted as a single zone gas well 

on October 8, 1955. On 15 minute O.C.C. test ending 2:15 P.M. 

October 8, 1955, flowed at a maximum rata of 4,875 MCF, with three 

hundred pounds back pressure. 

Q Is this well attached to a compressor at thia time? 

A It is my understanding that i t has been. 

ng 
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ft 

(GulfV Exhibit Ho. 3-B 
marked for identification.) 

Q Will you now refer to Exhibit 3-B and racount tha results 

of a recent test? 

A This test was made during tha period December 2nd to 

December 4th, 1957, to determine tha producing capacity of this 

wall at a lower gathering system pressure, which would be accomplii 

by tha installation of compressors. This well will produce 2,190 

MCF a day with a tubing pressure of 371.2 pounds per square inch 

absolute. 

Q That test also simulated conditions of having a compressor? 

A Yes. 

(Oulf•$ Exhibit Mo. 3-C 
marked for identification.) 

Q Now, referring to Exhibit 3-C, would you state what your 

findings are, and your conclusions? 

A Here again we have listed the underproduction, the days 

operated, the production by months, and the current allowable. It 

will be noted that as of the end of May that this well, May of 

1957, that this well had reduced its underproduction to 9,500 MCF. 

However, at the end of June, which is the period that we*re con­

cerned with on this balancing period, that the underproduction had 

increased to 25,633 MCF and the well was only operated six days. 

In July of *57, by operating the well 28 daya, the underproduction 

had been reduced to 4,954 MCF, and it has increased tiaee that time 

Q Is lt your opinion that this well, If allowed to produce 

hod 
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-

i t * unproduced gas, would produce that aa wall as Its currant allow 

able over the next six months? 

A Yes, it would. 

(Gulfs Exhibit Mo. 4-A 
marked for identification.) 

Q I wish to direct your attention now to Exhibit 4-A, which 

is marked J. R. Holt "A" Ho. 2. Xt is also another well in the 

Jalmat Pool. Would you state the location of the well, the unit, 

and the history of the well? 

A This well is located 660 feet from the south line and 1980 

feet from the west line of Section 16, Township 24 South, Range 37 

East, tea County, Haw Mexico. It has 280 acres assigned to i t , 

which is described as the southwest quarter, the west half of the 

southeast quarter, and tha southeast quarter of the northeast 

quarter of this Section 16. 

MR. MUTTERt I think that should be the southwest of the 

northeast. 

A Southwest of the northeaat, yes. sir. This well was 

originally completed ln the Langley-Mattlx Oil Pool on April 4, 

1940; recompleted as a Langley-Mattix Oli-Jelmet Gas dual after 

fracture treatment on January 19, 1956; on 15 minute O.C.C. test 

ending 4*00 P.M. October 2, 1955, it flowed at a maximum rate of 

3,970 MCF with 320 pounds back pressure. 

(Gulfs Exhibit Ho. 4-B 
marked for identification.) 

Q I now direct your attention B*hfhit 4-B. Will vou oleas | 
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state tha results of the test? 

A This test was made to sisolate the conditions of the lower 

gathering system pressure which would result fro* the installation 

of compressors* and the well was tested to atmosphere and it was 

made between the dates of December 2 to Dersmbir 9, 1957. It shows 

that the well is capable of producing 2*409 MCF per day with a 

casing pressure of 141.9 pounds per square Inch absolute. 

(Gulf's exhibit No. 4-C 
marked for Identification.) 

Q I now direct your attention to an exhibit marked 4-C. Will 

you please relate what your findings are on that and what your 

opinion is? 

A This tabulations shows that tha well, the underproduction 

had gone up as high aa 96*716 MCF, ss of the end of April, 1956. 

As of the end of May of 1957, it had been reduced to 17,435 MCF. 

As of the end of June it had increased to 21,057 MCF, and it will 

be noted that in July of 1957 that the well was not produced at ail 

this being a matter of pipe line requirements or pipe line proratlo 

ing. It is not the fault of the well. It further shows that the 

well decreased its underproduction as lata as October of 1957. 

Q Mr. Hoover, in this and in all other previous exhibits, 

can you show generally that up until the end of November of 1956 

the days of production of these wells was somewhat uneven and less 

than the full months? 

A Yes, it was. 

# 
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Q And generally alnca that tine lt hat been greater? 

A Yes, with the exception of July of *S7 which was not pro­

duced at all. 

Q In your opinion would this J. ft. Holt *A* well No. 2 produc 

the unproduced amount of gas if that were carried over Into 1958? 

A Yes, it would. 

(Gulfs Exhibits No. 5-A, 5-8 * 5-C 
marked for identification.) 

Q I next direct you to exhibit marked 5-A, Harry Leonard *S* 

No. 4 well In the Blinebry Fool. Would you state the same general 

data in regard to this wall? 

A This well is located 640 feet from tha north line and from 

the east line of Section 16, Township 21 South, Range 37 East, Lea 

County, New Mexico. It also shows the 160 acres which is attribute 

to this well, being the northeast quarter of this Section 16* 

The well was originally completed in the Drinkard oil pay on 

November 22, 1948, recompleted as a Blinebry-Tubb gas-gas dual 

on March 20, 1954. On 15 minute O.C.C. test ending llfl5 A.M. 

March 20, 1954, flowed at a maximum rate of 2,080 MCF through sever 

inch casing annulus with 1175 pounds back pressure. 

Q Referring now to Exhibit marked 5-S, would you state what 

the results of a recent test have been and when that test was taker 

A This test was made with the well producing into the purchas 

pipe line between the dates of November 25th to December 5 of 1957. 

It shows that the well is capable of producing 785 MCF per day 

a 
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•gainst a line pressure of 588.4 pounds por square Inch absolute• 

Q Referring now to Exhibit narked 5-C, will you state what 

is disclosed on there? 

A It will be noted that the underproduction went up and down 

depending on the days the well operated. However, getting down te 

the period of June, 1957, i t shows that the underproduction had 

been reduced to 8,090 MC? per day. Then i t will be noted that the 

underproduction increased until the end of October of 1957 when 

it had reached a figure of 47,767 MCF, but has been reduced in 

November to 44,067. 

Q Do you know what caused the increase in the wgnuduied 

allowable beginning July of '57? 

A I t will be noted from the days operated that in July i t 

only produced nine daya? August, twelve dayar September,zero* ln 

October, ten days. This was a period in which we experienced troub 

with being able to diapose of the condensate, due to Magnolia's 

pipe line prorationing. I t was shut in the entire month of Septemb 

due to full storage. 

Q Mr. Hoover, in your opinion would this well, the Harry 

Leonard "E" No. 4 in the Blinebry Fool, produce its unproduced 

gas if that amount were carried over into the f irat half of 1958? 

A Yes, lt would. 

Q Have al l of these exhibits and the porta A, B, & C of 

Exhibits 1, 2, 3, 4, and 5 been prepared by you or at your dlreetio 

A Yes, they have. 

le 
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MR* KASTLERi Mr. Nuttar, I would request that thaaa ba 

admitted into evidence in this case. 

MR. MUTTER: Without objection. Gulf's Exhibits 1 through 

5 will be admitted in evidence* 

MR. KASTLERi Farts A, B, and C. 

MR. NUTTER* A, B, and C of each of those exhibits. 

Q Mr. Hoover, do you believe that the granting of this applic 

tion would afford protection of correlative rights? 

A Yes. 

Q Do you believe that granting this application would result 

in any waste of gas? 

A In my opinion it would not result ln waste. 

MR. KASTLERt Those are the only guest ions I now have on 

direct examination. 

MR. NUTTERJ Dots anyone have any questions of Mr. Hoover? 

MR. CAMPBELLI I do. 

MR. NUTTER! Mr. Campbell. 

MR. CAMPBELL! Jack M. Campbell, Campbell and Russell, Rosw 

Now Mexico, appearing on behalf of Texas Pacific Coal and Oil Compa 

By MR.. QAMjPBEM.! 

Q Is the sole basis of your request, Mr. Hoover, the lack of 

market outlet for the gaa from the wells you seek relief on here? 

A In some of the caaes it was, 1 believe on the last case. 

Q Let's refer particularly to the walla in the Jalmat Gaa Poo. 

a-

•11, 

»y. 
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A Y«. 

Q i noted that on at least one ot tn© of those, you indicated 

that compressors had recently been installed? 

A Yes. 

Q Is that true on all three of those wells? 

A That is what wa are informed. 

Q Then how can you be certain that the reason for the deficie) 

or the underproduction from those wells waa due to lack of market* 

rather than the inability of the wells to buck the line, or are you 

sure of that? 

A Well, I think from our tabulation — did you have one par­

ticular one in mind? I think on the one — 

Q Let's take the Amott-Ramsay "E" well No. 2. 

A All right. I believe in my testimony, during the fifteen 

months* period in which the well was not produced a full thirty or 

thirty-one days a month, that the underproduction had increased 

some 190,000 MCF, and that the following twelve months' period, 

which was the start of essentially full monthly production, the 

underproduction had only increased 23,000. What we're saying on 

this, that this high underproduction is due in part to the lack of 

full monthly production back during this period in September of *55 

through November, '56. 

Q The installation of* the compressors would indicate that 

it may also be due in part to the inability of the well to buck 

the line? 

icy 
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A That's right, and tha test that w* mad* indicates that 

tiis well has a shut-in pressure of only 139.5 pounds par square 

inch absolute, and we're trying to produce into a line pressure of 

approximately 500 pounds. 

Q Are you aware of whether there are other wells in the Jalmalt 

Gas Pool that have accumulated underproduction under the same cir cuts-

stance 9, inability to buck the line? 

A It ia my understanding that there are several. 

Q Have you made any study to determine th* extent of that 

as to how much underproduction might be involved. If underproduction 

baaed on inability to buck the line pressure were maintained and 

authorized after the end of 1957? 

A On the outalde companies? 

Q Other weila. 

A No, I haven't. I have only been concerned with our own. 

Q With regard to that particular well that we mentioned, I 

believe that you used a figure commencing in September of 1955? 

A Yes. 

Q That was the time, wasn't it , at which you increased that 

aize of that unit? 

A Yes, that is correct. 

Q And since the time the size of that unit was increased, tha|t 

well has been consistently underproduced, has It not, except for 

a few months in the first part of 1957? 

A Yes. 
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Q Prior to that tlae, tha wall had been rather consistently 

overproduced, had it not? 

A I don*t have the figures prior to that tlae. 

Q Prior to that tine. Are tha wells that you have included 

in your application hare, and again with particular reference to 

the Jslraat Gas Pool, all of the wells that Gulf has that were undej 

produced on June 30, 1957? 

A No, no, they are not. 

Q How did you happen to select these particular wells? 

A We selected the wells in which we felt that they were c a pale 

of reducing their underproduction by virtue of setting the ceaprees 

or in soae cases there, that they were not produced for no reeson 

of the fault of the well. 

Q Bo you feel that any of tha other wells that nay be under­

produced are perhaps aarginal wells that have not been ciaasified 

as such, or have you studied it on that basis? 

A Yes. You ar* speaking of our wells? 

Q Yes. 

A We have one well which has accumulated considerable under­

production, in which it Is, wa think, a marginal well, however, 

it does, not fall under the classification of a aarginal well, since 

it will produce its allowable four to five months out of the year, 

but that is not one of the wells in this case. 

MR. CAMPBELLJ I think that is all. 

MR. NUTTER: Any further questions of Mr. Hoover? Mr. Cool 

le 

or, 

»Y* 
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By tfi, mm* 
Q Mr. Hoover, have all tha wells that ar* the suhject of this 

hearing been underproduced since the institution of prorationing 

on January 1, 1954, continuously underproduced? 

A Yes. Well, now, since what date waa that? 

Q I said January 1, 1954. Your records go back only to 

December of '54. Prorationing was instituted January 1, 1954. 

A No, sir, I don't believe that X can, you might notice there 

on the Harry Leonard No. 4 in tha Blineery, whieh shows it has an 

overproduction as late as July '55. 

Q As late as July, *55? 

A Yes. 

Q All the rest of the wells have been continuously underproduced 

since the institution of prorationing, except the Harry Leonard 

•E* No. 4, since August of '55? 

A X can't answer that question on all those wells. 

Q At least since December of 

A (interrupting) All these others that X have here, since 

December of *55 have been underproduced, with the exception of the 

Harry Leonard "E* No. 4 in the Blinebry. 

Q Now, Mr. Hoover, are you aware of whether or not there has 

aver been a cancellation of underproduction in any southeast New 

Mexico gas pools? 

A As far as I know, there haa not been* 

Q That's since January 1, 1954, there has been no cancellation 
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whattoevar? 

A That's my understanding. 

Q You are aware that Order 520 and the other orders affecting 

the other pools here call for cancellation every six months? 

A Yes, sir. 

Q And that those orders have been successfully suspended 

throughout the life of prorationing in that area? 

A Yes. 

Q To what do you attribute, measurably speaking, the large 

amount of underproduction that has accrued to all of these wells, 

lack of market or lack of ability to produce? 

A I think that the majority of lt was lack of market and 

facilities to process the gaa. 

Q How, at least on the three of the wells in the Jalmat Pool, 

there must have been some concern over ability to produce against 

line pressures, otherwise the compressors would not have been put 

on the wells, would they? 

A That is correct. 

Q So at least for those three wells there is some question 

concerning their ability to produce during that period, against the 

line pressure? 

A Yes. We're saying on the Arnott-Ramsay "E" No. 2 and 5 

that they definitely need the service of a compressor* 

Q What about the J. R. Holt Ho. 2? 

A I believe it does need it, but that lt is not as imperative 
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as on tho othsr two, sines wo indicated that it was capabla of 

producing Its underproduction one month there during tho normal 

period of, of higher than normal allowables, but I believe on the 

long pull that it will be benefited by the compressor service. It 

will be able to keep current. 

Q Aside from the necessity of compressor service, the only 

other fact would be the inability of Permian Pipe Line Corporation 

to take your gas, is that correct, provide a market for your gas? 

A Yes, except that on the first well that we discussed, whict 

we ran into trouble with the approval of the communitization agree­

ment in which it was not Permian*s fault. 

Q That is true. 

A But part of the underproduction was their inability to 

market all the gas available. 

Q Now what factors make you believe that there is now a marke 

for the gas? I am assuming that ail of theae five wells can pro­

duce their allowables, you st i l l can't make up this underage unless 

Permian can buy your gas, is that not correct? 

A That is correct. 

Q The situation has been continuous underproduction for a 

long and extended period of time up to date. You have answered 

with respect to each of theae five wells, you feel that if the 

underage is carried over for another six months they can make It up 

A Yes. 

Q What change has occurred in the marketing conditions that 

t 
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Makes you believe that Permian can now buy the gas? 

A I think it is evident from all of our wells that are con­

nected to Permian Basin that their ability te take the allowable 

has changed since the end of July of 1957, 

Q Ability to take the allowable is one thing — 

A (Interrupting) And to reduce the underproduction. 

Q Since what day did you say? 

A July of 1957 Is the time that we noticed the particular 

change, and I believe that was the date in which they had worked 

out their agreement. 

Q Taking the well, the Marry Leonard "E* Ho. 4, It doesn't 

show much improvement? 

A Ho, sir, and that was for reasons other than the pipe lines 

ability to take the gas. 

Q Purchaser prorationing by Magnolia? 

A Yes, being able to move the condensate which has since been 

changed, and I believe it is reflected in the number of days that 

that well operated during, say, November of »57. 

Q Moving on then to the other four wells, I believe they are 

rather similar, aren't they? They all have pretty continuous 

underproduction since that date? 

A Yes, with the exception of this Harry Leonard »E* No. 4, 

is that what you are speaking of. 

Q With the exception of the Harry Leonard "E" No. 4, you had 

pretty continuous takes on all of tha wells? 
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A Yes, sir. 

Q At least sines July. During that period since July, you 

have failed to reduce the underage on practically every well, 

haven't you, the present underage it greater than it was in July? 

That is the case on Be11-Ramsay St. *€* No* 1, it is greater than 

it was in July? 

A Bell-Ramsay St. *C* No. 1, yea, it ia. I would like to 

point out one thing there. It will be noted that the current allow­

able for the month of November of '57 was higher than at any time 

since we have tabulated here, which is September, '55. 

Q This Is evidence that they can't even take the allowable, 

let alone reduce underage? 

A Well, I think it is evident from our test that it will 

produce the average allowable. 

Q No, I'm not talking about producibility, I am talking about 

marketability. 

A Well, I think that they would have taken it in the case of 

those Jalmat wells if the compressors had been installed earlier, 

that those wells would have been able to show a marked reductio 

in the underproduction. 

Q With the record of continuous underproduction such as you 

have on theae three Jalmat wells which you mentioned, why was the 

decision to Install compressors so belated? Do you have knowledge 

of that? 

A No, I do not. 

n 
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-

MR, COOLEY: That's a l l tha questions 1 hava. Thank you, 

Mr. Hoover. 

By MR, TOipi 

Q Mr. Hoover, referring to your Inhibit No. 1-C, I think that 

this well was shut in for a period of six months less sixteen days-

A Yes, sir. 

Q — st one time? Now when did you say that that unit or 

communititation was approved? 

A I t was approved by the Land Commissioner December 10th, 19§ 

Q Was that the final approval that you needed for that unit? 

A Yes, s ir . 

Q That made an official unit out of It? 

A That straightened out our problem of distribution of royalt 

his approval. 

Q In other words, you had twenty-one days there in December, 

you had al l of the month of January, and you had twenty days in 

February? 

A Yes, s ir . 

Q After the unit was approved? 

A Yes. 

Q But you didn't produce the well? 

A That's right. 

Q So that would be two and two*thirds, two and a half months 

of production that wasn't produced? 

A Yes, sir. 

6. 
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Q Or allowable that waen't produced. Why was that not taken 

care of? 

A That was just a period of time In there froa getting the 

information that lt had been approved to the field to open the well 

up. 

Q Well, that amount of allowable that wasn't produced during 

that two and a half months after you had the unit approved is just 

about aqual to the underproduction that you have got on the well 

now, isn't it? 

A Yes, sir, it is roughly so* 

Q If you had gone ahead and produced your well during that 

period after the unit was approved, you wouldn't have this amount 

of underage that you have accrued to the well right now? 

A That is correct. If we hadn't had to shut the well ln at 

a l l , the well would have been overproduced or would have been in 

balance by the start of thia proration period, too. I t ' s one of 

those things that was not the fault of the well, of its ability to 

produce. 

Q I t was just an oversight in not producing the well for two 

and a half months? 

A Yes, s ir . 

Q On your Exhibit Ho. 2-C, 1 note that from December, 1956, 

through November, 1957, which is a period of twelve months, there 

have only been five days that the well was not produced. The undex 

has increaaed during that time 15,000 MCF. 

age 
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A Which period was that? 

Q Oo Exhibit 2-C. 

A Yas. 

Q From December of '56 to November of *5?» 

A Yes. 

Q There were five days there that the wall was not produced? 

A Yes. 

Q And the underage increaaed 15,000 during that period? 

A Yes, sir. 

Q Why would the underproduction increase that much with just 

five days shut in? 

A I believe that this needs the service of the compressor. 

Q Likewise from July, 1957, through November, 1957, which is 

a period of five months, the well was shut in one day? 

A Yes, sir. 

Q Being one day in November, and the underproduction increase 

53,000, What would be the reaaon for that? 

A Well, I'm net in a position « 

Q Is i t in need of a compressor? 

A I t is in need of a compressor, but there might be a variati 

in pipe line pressures in there that would make a difference. For 

example, 31 days in August i t produced 27 million — or 27,511 MCF; 

for 31 days in October 20,028, for the same number of days* opera­

tion. I t may be that the line pressure would vary, or the way that 

tha well waa produced. I cannot aay on that, but I go back to my 

d 
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original testimony that a compressor to serve this wall is needed. 

Q Excuse me if I missed this, and you already answered the 

question. Did you state why on Exhihit Mo. 4-C your well was shut 

In for the entire month of July, 1957? 

A I stated that as far as we knew It waa pipe line require­

ments, prorationing. 

Q The gatherer of the liquids was prorating? 

A No, the gas purchaser* 

Q Had the well shut in? 

A Yes. 

Q And on your Exhibit 5-C this period throughout the summer 

months of *57 when the well was shut in was due to pipe line pro-

rationing by the purchaser of the condensate? 

A Condensate, yes, sir; and in September where it produced 

no days, it was shut in for that entire month due to full storage, 

condensate storage. 

Q Did you make any requeat to the Commission for any sort of 

relief or anything on that pipe line prorationing? 

A Not to the Commission, te Magnolia. 

Q Did you plead your case to them? 

A Yes, we approached them with the idea that they were pro­

rating production which was not proratable production; in other 

words, the condensate was not prorated, it was produced incidental 

with the prorated gas. 

Q What did they tell you? 
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A They finally came back and said that they would. In this 

case in September, that they would run the condensate. As I recall 

they were going to base their runs back on July runs, which they 

didn't run anything in July which would throw them to run nothing 

in September. So in October, by the time we were able to alleviate 

this situation, they said that they would run all the condensate 

from gas wells. They would not prorate that. But i t was not until 

we had already been hurt. 

Q By the time they gave you some relief, several months had 

gone by? 

A Yes, sir. 

MR. NUTTER* Anyone have any further questions of Mr. Hoove: 

MR. UTZs Yes, 1 have. 

MR. NUTTERJ Mr. Ut*. 

Bv MR. UTZ* 

Q Mr. Hoover, aside from the Harry Leonard "E* well No. 4, 

what other wells did you have to curtail production due to Magnolia 

prorationing? 

A That Is the only one. 

Q That is the only one? 

Q How much liquid does that well make? 

A On a gas-oil ratio test taken October, 1957, it made 15 

barrels of condensate for 1,094 MCF of gas, or a gaa-eil ratio of 

72,933. Would you like the gravity on that condensate? 

•? 
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Q Yes. 

A It has a gravity of 65.8,API gravity corrected. 

Q That wall would only have to produce three million par day 

to produce more liquids than a normal unit allowable? 

A Yes, sir. 

MR. UTZ: That's all. 

MR. NUTTER: Any further questions of Mr. Hoover? If not* 

he may be excused. 

(Witness excused.) 

MR. NUTTER: Does anyone have anything they wish to offer 

in this case? 

MR. WcCARTHY: pat McCarthy with Permian Basin Pipeline 

Company. We had some testimony in support of the application in 

this case. However• the same testimony will be offered in the 

next two cases, so we would like to move that the direct testimony 

in the next two cases be heard first, and then we would like to 

incorporate i t . I'm sura the Applicants would agree to that. 

MR. CAMPBELL: I have a witness I would like to put on in 

this case. I would like to defer putting him on until I have heard 

the testimony from those in support of the application. I have no 

objection to them handling this ln some manner where that could be 

worked out. I wouldn't want to put the witness on until I heard 

what Permian had to say. 

MR. COOLEY: Texas Company and Schermerhorn are represented 

here? 
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MR. WHITE i Yes. L. C. White, appearing for Tho Taxaa Gonpa 

MR. MOORE * Ya 8. 

MR. COOLEYs Your testimony is going to ma applicable to 

all three cases? 

MR. MCCARTHYS Yas. 

MR. COOLEYI There is no necessity of you hearing their 

testimony before you put on yours? 

MR. MCCARTHY! The way we have it arranged, it would work 

better. 

MR. COOLEY! Why not put on your testimony and incorporate 

it in the other three cases? 

MR. WHITE! We have no objection as far aa the Texas Compan 

is concerned to letting the casea be conaolldated. 

MR. COOLEY: Is Schermerhorn agreeable to that? 

MR. MOORE! J. H. Moore from Hobbs. Yes, we would agree 

with that. 

MR. KASTLER: Gulf concura with that motion. 

MR. COOLEY! Let the record show that Cases 1360, 1361, and 

1362 have been conaolldated for the purposes of hearing only, and 

three separata cases will be written. 

I understand you have no objection to The Texas testimony 

and Schermerhorn and Permian and yourself? 

MR. MUTTER! We will proceed next with Caae 1361. 

MR. COOLEYi Mr. Wade, are you the only witness? 

MR. WADE: Yes. 

ny. 
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(Witness sworn.) 

HERBERT JJ, WASH 

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

follows! 

Bv MR. WHITE! 

Q Mr. Wade, will you state your full name, please? 

A Herbert N. Wade. 

Q By whom are you employed and in what capacity? 

A Texae Company aa petroleum engineer. 

Q Are you familiar with the Texaa Company's operations in the 

Eumont and Jalmat Gaa Pools? 

A Yes, sir. 

Q Have you had occasion to make a atudy of the Texas Company* 

State *B» (NCT-2) Well Ho. 3 in the Jalmat Pool? 

A Yes, sir, I have* 

Q Have you made a similar study of the Texas Company's Riddel 

Well Ho. 2 in the Eumont Pool? 

A I have. 

(Texas Company*a Exhibit Ho. 1 
marked for identification.) 

Q I direct your attention to the Applicant's Exhibit Ho. 1. 

Will you state what it ia and what it is designed to show? 

A Exhibit Ho. 1 Is a plat of the area in the vicinity of 

Texas Company's State *%* (NCT-2) lease upon which is shown the leaLe 
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outlined in yellow. The lease is comprised of the northwest 

quarter of Section 16, Township 23 South, Ranee 36 last} the well 

in question, Veil No. 3, is located in tha northwest quarter of tha 

quarter section at Position *0*. I would like to point out that th 

plat does not include any oil wells. This is strictly constructed 

to show tile relative locstiona of fas wells in this vicinity. 

Q Before proceeding, Mr. Made, have you previously testified 

before the Coasaission? 

A Yes, sir, I have. 

MR. WHITEi Are Mr. Wade*a qualifications acceptable? 

MR. NUTTERi They are. 

Q Proceed, please. 

A I think that covers it. 

Q That covers Exhibit No. 1? 

A Covers Exhibit No. 1. 

Q In the course of your studies did you sake any completion 

data on this particular well? 

A Yes, sir, I have studied the completion information. This 

well waa completed originally as an oil well on July 25, 1943. It 

waa plugged back to its present total depth of 3492 feet and perfor 

from 3305 to 3417 during remedial operations completed March 25, 

1955. 

Q Was it completed as a gas well? 

A It waa completed at this time as a gas well. The perfora­

tions were fracked and the wall f lowed 11,146 i ? | t r day on test 

t 
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from th* Yates Sand. This wall will not enter the pipe line 

unassisted, and as a result was underproduced 324,578 MCF as of 

July 1, 1957, and was underproduced 403,854 MCF through November, 

1957. 

Q Do you have any data sheet showing the allowables and other 

history of the well? 

(Texas Company's Exhibit No. 2 
marked for identification.) 

A Yes, sir. What has been marked as Exhibit 2 is a data 

sheet which was prepared to show the monthly and daily allowables 

in MCF for the subject well during the two-year period from January 

1956 through December of 1957* Also shown on the sheet is the 

result, or a summary of the result of an open flow potential teat 

dated November 19, 1956, on file with the Commission, from which 

was calculated an open flow potential for the well of 2,325 MCF 

per day. By utilizing the information available from that test, 

I was able to extrapolate along the pressure volume curve and deter 

mine that if the pressure had been reduced to 400 pounds per square 

inch abaolute, this well would have been able to produce 1400 MCF 

per day. In fact, one of the actual measurements,as la alee indica 

on the data sheet taken during the test,at one of the points on the 

test indicated that the well waa capable of producing 661 MCF per 

day at 481 pounds per square inch absolute. 

These test data indicate that the well. If proper facilitie 

had been supplied, would have been able to produce l t * allowable. 

•> 

ted 

s 

DEARNLEY - MEIER 8C ASSOCIATES 
INCORPORATED 

GENERAL LAW REPORTERS 
ALBUQUERQUE. NEW MEXICO 

3-6691 5-9546 



38 

I think that tha taat information, tinea tho wall has not bean 

produced at all during this period, is s t i l l applicable, and X 

think the well would perform essentially as it did on that November 

'56, test. It would be noted that just a reduction of approximate1 

twenty pounds below the approximate lino pressure would have a Howe 

this well to produce its allowable on, I believe It was thirteen 

of the twenty-four months involved in thia tabulation. 

q Do you attribute the cumulative underproduction due to the 

fact that there was no compressor on the pipe line? 

A Yes, sir. 

Q What are your recommendations to the Commission aa a result 

of these studies, Mr* Wade? 

A X recces**nd that this well be excluded from the cancellatlo 

provision of Orders 520 and 636, and given an opportunity to make 

up its underproduction during a reaaonabla period of time, probably 

not to exceed one year. Wa would have no objection to reviewing 

this well's — or the progress on this well at the end of a six 

months period, if the Commission would so desire. 

Q Mr. Wade, what negotiations if any have you had with the 

Permian Basin Pipe Line In regard to taking up this cumulative 

underproduction? 

A We have had a constant period of negotiations with Permian 

Baain Pipe Line, commencing aa early as January, 1956, aa early as 

February of 19 — or aa late as February, 1957, we were informed 

by Permian Basin that a study was under way to determine the 

t 
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feasibility of Installing coapressor facilities to handle productio 

frosi this woll, and as recently aa June of 1957, through a latter 

to the Coaaission which is in the Commission's files, Permian Basin 

indicated that the compressor facilities were to be installed, were 

on order, and that tha underproduction would be reduced from this 

well aa soon as those installations were completed. 

Q Has tha compressor been installed aa yet te your knowledge? 

A It is ay understanding that it la Installed and in operatlo 

Q Does The Texas Company have any assurance that the under­

production that has been accuaulated will he purchased? 

(Texas Company*s Exhibit Ho* 3 
marked for Identification.} 

A We have a latter which has been aarked as Exhibit 3, dated 

Noveaber 11, 1957, to the Commission, to the attention of Mr. Porte 

from Mr. Rex Fowler, Manager of Gas Purchased Operations. 

Q Of the Permian Basin? 

A Of the Permian Basin Pipe tine Company, that I will read 

in part. "Permian Basin Pipeline Company la the purchaser of the 

gas produced from the subject well.* Subject well being the State 

of Hew Mexico *B" NCT-2 Well No. 3* "Permian Informs the Coamisslo 

that if the subject well Is capable of producing in excess of its 

assigned allowable after the compression facilities referred to 

in The Texas Company letter are installed, Peraian will endeavor 

to accept deliveries from the subject well in excess of the assigns 

allowable after January 1, 1958 so that the cumulative underproduc 

n 
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will et produced." 

MR. WHITE} If the Commission pleaee, we hove Exhibit 3, 

the original letter, and assuming It will be admitted at the proper 

time, we would like to substitute a Verifax copy of the original. 

MR. NUTTER: That is acceptable* We can do that right now. 

(Texas Company's Exhibit No. 4 
marked for identification.) 

Q Directing your attention, Mr. Wade, te Texaa Company 

Riddel No. 2 Well, is that portrayed by Exhibit 4, and If ao, will 

you refer to Exhibit 4 and explain it, please? 

A Yes, sir. Exhibit 4 Is a plat similar to the one prepared 

for the previous well, which Indicates the Texas Company's Roy 

Riddel leaae to be located in portions of Section 12, Teamanlp 21 

South, Ranga 36 Eaat, and with specific attention drawn to Well No. 

2, the subject well, which is located In the northeast quarter of 

the northeast Quarter of Section 12. The leaae is outlined on the 

plat In yellow and again, the plat does not show any oil wells. 

Q Will you give the Commission the benefit of any completion 

data that you may have on thia well? 

A Yes, sir. This well was completed June 1, 1955, as a Queen 

Sand gas producer from an open hole Interval of 3530 to 3676 feet. 

It was fracked and tested at 3,421 MCF per day. During a remedial 

operation ending March 12, 1957, tha well was again fracked, this 

time with 20,000 gallons of oil and one pound of sand per gallon. 

Prior to this operation, the well would not flow into the 425 pounds 
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per square inch Una. Ninety days altar th* operation the wall 

flowed at the rate ol 321 MCF per day Into thia line. This well 

waa underproduced 70,034 MCF aa ol July 1, 1967, and through 

November ol 1957 was 98,433 MCF underproduced* 

(Texas Company** Exhibit No. 5 
marked lor identification.) 

Q I ' l l have you reler to Exhibit No* 5, and ask you to state 

what that is and what the purpose ol the exhibit is? 

A Exhibit No. 5 is a tabulation ol monthly and daily allowabl 

In MCF lor the Riddel No. 2 for the two-year period Irom January, 

1956, through December, 1957. Also shown on this sheet are the 

results ol two open How potential tests. The first was taken 

September 8, 1956, and is on file with the Commission; and it shows 

a calculated open flow potential of 1,275 MCF per day with one 

actual measurement during the test at 499 pounds per square Inch 

absolute showing the ability of tha well to produce at that pressuz 

of 1,057 MCF per day. Thus during a period of time from, aay, 

January,'56, to December,'57,and probably some period beyond, based 

on this test It would be my belief that this wall, if proper faclli 

ties had been available, would have been able to produce all of 

its allowable. 

The second open flow potential teat was made by Permian 

Basin Pipe Line December 18, through 20th of 1957. Oa thia test 

the calculated open flow potential was 1,720 MCF per day. By 

utiliaing the extrapolation data with a preaaure reduction to 45© 

es 
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ndf par tcjuare Inch absolute* It was determined that tha wall 

Id have boon able to produce at that pressure 940 MCF par day. 

a from tho March, 1957, data of fracking to this latoat tost, 

od on this teat it would ba my opinion that tha wall,with proper 

praasor facilitiaa or with proper facilities to lower the well-

d pressure, could have been able to produce its allowable. 

Q Do you have any recommendations to make to the Commission, 

sd upon the studies of this well? 

A Yes, air. I recommend that thia well1a underproduction not 

cancelled aa would be required under Order 520 and 836, in order 

t it can be given an opportunity to produce Its underproduction; 

sxtension of the non-csncellstlon provisions for a reasonable 

Lod of time, probably one year, Is recoaaaanded. We would not 

ict, again in thia case, te a review of the progress on thia wel 

the completion of a aix month interval. 

Q What is the basis for your recommendation that theae wells 

ixcluded from the cancellation previsions, and all other wells 

Fhe Texaa Company be subject to auch cancellations? 

A I think that the other underproduced wells operated by The 

is Company are In their underproduced condition primarily due to 

ick of market. The damage to correlative rights incurred in 

te wells is offset to a large degree by the fact that moat of 

walla on Permian*a system are In the same condition, and are 

tg treated in a similar manner. Also, theae wells are for the 

: part producing their current allowables, and any cancelled 

1 
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irproduction will be relatively small. However, tha two walls 

question ara not producing their currant allowables, even though 

y are capable of producing these allowables, and the under-

duction to be cancelled Is very large. 

Q What will be the result with respect to these two wells, 

the application is not granted, stt. Wade? 

A If The Texaa Company*s two wells are not given an opportuni 

produce this underproduction, and other wells in the vicinity 

tinue to produce assigned current allowables, i t is inevitable 

t The Texaa Company's correlative rights will be jeopardized, 

allowable not produced by the company's wells, both of which 

capable of producing theae allowables with proper facilities, 

1 be reflected by reduced reservoir withdrawals and uncompensate 

inage will occur. 

Q Mr. Wade, were Exhibits Mos. 1, 2, 3, 4, and 5 prepared by 

or under your supervision? 

A Yes, sir. 

MR. WHITEi At this time we move the admissibility of 

Lbits 1 through 5 inclusive. 

MR. MUTTER; Without Objection, Texaa Company's Exhibits 

trough 5 will be received. 

MR. WHITE* That concludes our direct examination. 

MR. NUTTER: Doea anyone have any questions of Mr. Wade? 

MR. CAMPBELLt I do. 

MR. NUTTERi Mr. Campbell, 

ty 

i 
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CROSS EXAMINATION 

By &. Sfim&k* 

Q Mr. Wade, aa X understand you tha Texas Company9* poaition 

is {that tha only basis upon which they feel that relief from the 

cansellatlon provisions Is justified is in a situation where wells 

havi been unable to produce becauaa they have not had proper facilij-

tiep to produce into the line? 

A I think that that ia one justification, if the operator 

been diligent in trying to get those facilities. 

0 You nay not be able to anawer this question, however, you 

be, and I an going to ask you. Do you know whether the contract 

whilch The Texas Company has with the Permian Basin Pipe Line Comparer 

requires then to reduce their line pressure to receive your gaa 

dowjn to a certain point or not? 

A X don't want to get too far into contracts, Mr. Campbell. 

X think our contract does have that provision. If you have any 

detfailed questions concerning — 

Q (Interrupting) Mo, that ia all I'm going to aak you. 

A Okay. 

Q Am I correct that thia well in the Jalmat Oas Pool of your, 

ha4 not produced a cubic foot of gas for the laat 19 months? 

A I think that the laat tine i t produced *~* 

Q (Interrupting) You had a anall amount of production In 

June, 1956, and had none aince then? 

A That's right. That la the laat tine it produced. 
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Q Tha wall haa boon consistently underproduced — 

A (Interrupting) Yes,sir* 

Q since the inception of prorationing, is that correct? 

A I'M not aura since the Inception. 

Q Well, since it started producing in October of 1954? 

A X think probably it haa. 

Q Have you aade any study to determine what other wells, othe 

in The Texas Company wells In the Jalmat Gas Pool, sight be suffe 

! under the same handicap aa your walla ln the Jalmat Pool, with 

ard to being unable to buck the line pressure? 

A Ho, air, X haven't aade any study. X assuex* that if they 

the aaae extenuating circumstances we did, they would be here. 

Q You don't knew what percentage of the accumulated under* 

duction as of June 30, 1957, could reasonably be attributed to 

la which were unable to buck the line pressure? 

A No, sir, X don't know that. 

Q Have you aade any study to determine what the status of 

offaet gaa units la; for instance, the Amerada unit, do you 

w whether it has accumulated underproduction? 

A X can look. X have tried to determine. That well again 

ehlch one? 

Q The Amerada well to the eaat of your unit in the Jalmat 

L. X think i t is on Exhibit No. 1. Xt appeara to be their 

rada JCT. 

A JCT No. 1. 

r 
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Q There art only two wolls on tho unit, it appears, I don't 

<» which. 

A I bolievo that tha JCT Mo. 1 is underproduced, or waa under 

Suced through November, 66,638 MCF* 

Q And No. 2 ia likewise underproduced, la it not? 

A Yea, sir. 

MR. CAMPBELL: X believe that's ail. 

MR. NUTTER: Any further questions of Mr. Made? 

MR. COOLEY: Yea. 

MR. NUTTER: Mr. Cooley. 

&. COOLEY: 

Q Mr. Wade, I'M sure you are aware that our New Mexico Oil 

servatlon Coeaaleslon rule a and regulationa define a Marginal 

1 as a well which la not capable of producing its allowable? 

A Yes, air. 

Q Now, especially with reference to gaa wells, speaking of 

ducibility and deliverability of a well haa very little meaning 

eaa you know what pressure you are producing agalnat, is that 

true? 

A That la true. 

Q Then̂ would you say it would be a fair assessment of the 

inition of a marginal well if it would not produce its allowable 

Inst tha line pressures into the line in which it ia connected? 

A X believe also at thia tin* we are determining that a well 

not be classified aa a marginal If it produced its allowable 

*» 
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Q This ona hasn't produced anything for 19 Months? 

A Ybu ara talking shout State *B*. However, the reason i t 

not classified as marginal i t because The Texaa Cosspany and 

mian Basin Pipe tine recreated that the Commission not classify 

aa marginal because compressor facilities were to be installed 

allow it to produce. 

Q The Commission, I realise that, have deferred classification 

this well. If you say the line pressure Is net the preeeure 

Inst which non-marginal may serve a well should be determined, 

t pressure would i t be? Zf produclbility means nothing until 

say against what? 

A I think that would have to be the basis for it. 

Q This well haa, the HCT«2 No. 3 haa been unable to produce 

thing against the line pressure? 

A Yea, air, that's right. 

Q For the laat 19 months? 

A That's right. 

Q Wouldn't i t seem to you then that that well haa been in 

: marginal during that period? 

A It possibly by that strict determination haa, but I think 

there ara extenuating circumatancea which would remove l t 

II that category, due to the fact that wa had indications that 

irould not remain in that category very long. 

Q Is i t not also true that any well that ia unable te buck 
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» lino pressure could by tho installation of a compressor than 

able to produce gas Into that system? 

A Not necessarily. 

Q wouldn't a great majority of them? 

A Probably. 

Q And a great majority of the we11a under which underage ia 

Ing to be cancelled aa of January 1, 1958? 

A That could poaaibly be* I don't know what the clrcumatancea 

> surrounding the particular walla In question. 

Q Then poaaibly the only difference between this well and 

ier wells in the Jalmat and Eumont Pool which have evident inabil 

buck the line preaaurea in that area* ia that ln thia caae your 

•pany or Permian Basin Pipe Line* or whoever is putting out the 

my for i t , feels that It is economically juatlfled to Install 

•pressors, in this case? 

A Essentially that's correct, and also — 

Q (Interrupting) Ideally It would be to have a compressor 

> every well that couldn't buck the line preaaure? 

A I think each one would have to stand on their own at to 

ther or not the correlative rights are going to be damaged with-

it . 

Q Any well that faila to produce ita allowable that could, 

the installation of some facility, be able to produce that, 

ht conceivably be considered as having Ita correlative rights 

lated? 

Ity 
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A That's right. 

Q This situation is not too different frost many situations 

the pool? 

A Except we are bringing it out. 

Q That you are prepared to install coasareaaora is the big 

fferenee? 

A Yes. 

Q During the past 19 months, it haa bean Incapable of pro* 

;lng its allowable or any gaa? 

A Into the line present* aa it existed, yes. 

Q Then considering the producing characteristics of these 

.Is, they have had the aame opportunity aa far aa a purchaser is 

icerned, as far as the Commission is concerned, to produce their 

owables, as any other well In theae pools, ia that fjot true? 

the well just wouldn't produce it, i t haan't been denied the 

•ertunity. It is just the inability of the well? 

A We feel like that It's been denied unjustifiably the 

ortunity to produce its allowable. 

Q By whom? 

A Not by the Cemmieeion. 

Q By tha purchaaer? 

A We think that they should have,these compressor facilitiaa 

mid have been installed, and we feel like that we have acted 

diligently aa possible to see that they were installed. 

Q I'm completely ignorant, la the practice for the purchaaer 
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pay for and Inatall the** compressors? 

A I wouldn't aay It ia tha praotlca. I t ia in aoaa inatancai 

Q In thia particular Instance, la Permian installing tha cos* 

assor? 

A Yes, air. 

Q la tha Riddel Mo. 2 preaently producing any gaa? 

A Yea, air. 

Q la it oaking ita allowable now? 

A No, air. 

Q How long haa i t boon since it baa aade I t * allowable? 

A It last aade It in July, 

Q Of '57? 

A Yes, sir. 

Q And prior to that, how long — lot's say in the laat two 

are, how aany months during tho laat two years did lt aake Ita 

lowable? 

A X think May, Juno and July, 

Q Of 1957? 

A Yea, air, 

Q And not at all during 1956? 

A X think not. 

MR. NUTTERi At thia point, Mr. Wade, I wonder, If you 

n't have the tabulation here with you today, X wonder if you woul 

rnlsh ua a tabulation of each of theae walla9 production by 

nths from 1955 to datat and also the atatua of the well at each 

i 
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on* of thos* months. It Is that statu* aa to whether they are 

overproduced or underproduced, and the number of producing daya 

that the well produced, and also if there were any months that 

there waa an abnormally low production, we would appreciate an 

explanation of why that production waa low during that month. 

A All right, air. 

MR. COOLEY: I believe that's all. Thank you, Mr. Made. 

MR. NUTTER: Does anyone have any further questions of Mr. 

Wade? 

MR. WHITE: I have one more. 

MR. NUTTER: Mr. White. 

REDIRECT EXAMINATION 

By &. mist 

Q Mr. Wade, ln regard to your State "B* well, had a compresso 

been installed 19 months ago, ia it your opinion that that well 

would have been capable of meeting its full dally allowable? 

A Oh, yes. 

Q Is i t your opinion that with a compressor installed, that 

the well can make ita current allowable and make up the accumulativ 

underproduction? 

A Yea, air. 

Q Is your opinion the same aa to the other subject well, the 

Riddel well? 

A Yes, sir. 

MR. WHITES I believe that'a all we have. 

r 
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Ml, CAMPBELL: May X ask a question artsinf out of that? 

MR* HOTTERt Mr. Campbell. 

RECROSS EXAMINATION 

By !£. CAMPBELL: 

Q Have you calculated, Mr* Waste, how eaten production you will 

have to got frost that woll next year to svake up thia accussulated 

underproduction, plus a normal unit allowable? 

A X have made a calculation. Would you like to give mat a 

normal unit allowable? 

Q Do you think that probably for the year two hundred, two 

hundred fifty million la pretty conservative? 

A If you will accept the one X have chosen. 

Q What la it? 

A We're talking about which well now? 

Q The Jalmat well. 

A I made the calculation in this way. X averaged the allow 

able, the daily allowable as shown on Exhibit 2 for the two-year 

period, and X arrived at an average allowable of 630 MOP per day. 

To that arbitrarily X added a five percent increase in demand, or 

to come up with a unit allowable of 661 MOP per day. My calcula­

tions, utilizing the information on our open flow potential teat 

and extrapolating again on the curve, X arrived at the ability of 

the well to produce at 100 pounds per square inch gauge pressure 

of 1870 MCF per day. The underproduction, aa of 12-1*57 waa 

403,854. The allowable for Dsceasber, 1957, la 21,052. Tha under-
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production ao of 1-1*58 will be. or should ho 424.906 MCF. 

I hava eubtracted tha 661 MCF par day allowable from the 

1870 MCF per day capacity, and X have arrived at 1,209 MCF par day 

producing capacity available for reducing underage. X have divided 

the 1,209 MCF per day available capacity late the underproduction 

aa of 1*1*58, and X arrived at 352 day*. 

Q You aean the underproduction aa of June 30, 1957, don't you? 

A X didn't do l t on that basis. I'm trying to reduce all 

underproduction. 

Q Were you seeking here te gat relief in advance — you are 

calculating that Into your next year*a production, is that true? 

A Yea, sir. 

Q 2a the total production approxlaately, on that calculation 

would run ln the vicinity of 650 aillion, wouldn't i t , for the year, 

approximately? 

A X»ll accept i t . 

Q Do you know of any well In the Jalmat Fool teat la producing 

that amount of gas? 

A No, s ir . I don't know that they aren't. 

Q Are you satisfied teat this well, based upon its previous 

production history, can do that? 

A X think I t can. 

Q Without waste? 

A Yes, s ir . 

Q Without abuse of anvbodv else's correlative riant*? 
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A Yea, s ir . I don't see how wo can abuse anybody's correlati 

righta with this wall. 

m. CAMPBELL: That's a l l . 

MR* NUTTERi Mr. Made, your application for both of those 

walla la for a ona-year period of tine In which to wake — 

A (Interrupting) Our application did not indicate an exact 

period of tine. 

MR. NUTTER» In your teat lawny you •entioned a year? 

A Yea, s ir , I did. The application did not, is what 1 was 

going to say. Me are asking that thia ** I think that tha reason­

able period of time In which to awake up this underproduction will 

be one year, subject, of course, to review if the Coxeaisslon would 

like to st the expiration of six itehthe. 

MR. NUTTER: Mr. Kasiler.here? 

MR. KASTLERJ Yes. 

MR. NUTTER: Did you state in your ease, Mr. Kastler, the 

length of tlae that you were requesting for an extension of time? 

MR. KASTLERi I don't believe we did. We did, i t was six 

aonthe*. 

MR. NUTTER: Six Months? 

MR. KASTLER: Yes, s ir . 

m. NUTTERi Sees anyone have any further questions of Mr. 

Wade? If not, he may be excused. 

(Witness excused.) 

Does anyone have anything further they wish to offer in 

ve 
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Cat* 1361? Xi not, wa will procaad te Case 1362. 

kfU McCARTMYs Xt la understood that our testiaony will go 

to al l three cases. 

MR. MOORE: Mr; Exaalner, X would l i te you to awear ae aa 

a witness, please. 

(Witness sworn.} 

at* li* MXM 

a witness, of lawful age, having atta f i r s t duly sworn on oath, 

testified as follows: 

DIRECT EXAMINATION 

MR. NUTTER: Stste your nana and position, please. 

A My naae Is 3, H. Moore. X work for Scheraorhorn Oil Co rpor 

tion. X have charge of Lea County* Hew Mexico. 

MR. NUTTER: Speak up aa auch as you can* Mr. Moore. 

A Okay. The application here by Scheraorhorn la for one well 

that being the Gulf-State No. 1 wall, which le located in the south 

eaat aouthweat of Section 31* Township 18 South, Range 37 last. 

This well is ln the Suaont Field. 

MR. NUTTER: Mr. Moore, let ae interrupt you at thia point. 

Have you ever teatlflad before this Ossadssion as an expert witness 

prior to this tlae? 

A Yes, X have. 

Ml. NUTTER: Were your quelifleatlone accepted? 

A Yea, air, they were. 

HR. NUTTERi Your qualifications are acceptable. The witne 
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nay proceed. 

A This well was completed as a single unit or single phase 

gas well on an eighty acre unit. It has been assigned one-half 

unit allowable since completion. During tho past 19 months, it has 

accumulated, It has an underproduction subject to cancellation of 

16 million cubic feet. The well Is a non-marginal well. It is 

capable of producing in excess of its allowable,during several mont 

recently i t has produced in excess of the allowable. During three 

months of the past most recent 19 month period, during three months 

it had no production at all* In two months It had less than one 

hundred thousand MCF. Z would like to submit Exhibit No. 1, which 

Is a test made on this well. 

(Schermerhorn's Exhibit No. 1 
marked for identification.) 

This is a 168 hour test, which was made December 5th to 

12th. This test was made by engineers working for Permian Basin 

Pipe Line Company. This test shows that at 100 pounds deliverabili 

the flow rate, tee deliverability is 584 MCF per day. On a 30-day 

month, the flow or the deliverability then, at 100 pounds, would 

be seventeen million five twenty. This well Is at the present tian 

is capable of producing tee allowable. It is not capable of making 

up the back allowable, unless a compressor Is installed, and at 

the time a compressor is installed* it will make about two and a 

half times the present allowablei so that it should be able to mak< 

up tee allowable in a short time. 

he 
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1 believe that that's a l l that 1 hava to offar. That la 

tha Exhibit Ho. 1 for this ease. 

MR. MUTTER! Did you have anything further? 

A Ho. 

MR* NUTTER! Does anyone have any questions of Mr. Moore? 

Mr. Cooley. 

mm. wmww 
By J£* COPLEY! 

Q Mr. Moore* you say that the exhibit waa not prepared by 

you or under your supervision? 

A The tost was made by Permian Basin engineers* and we had a 

production man witness the test. 

Q I t is true and correct to the beat of your knowledge? 

A That is correct. 

MR. NUTTER! You are offering this as your exhibit? 

A That'a right. 

MR. NUTTER! Without objection, Schermerhorn*s Exhibit No. 

1 will be received in evidence. Does anyone have any questions of 

Mr. Moore? Mr. Campbell. 

By CAM7B,§LL! 

Q Your well is in the Eumont Gas Pool? 

A Yes. 

MR. CAMPBELL! Do I understand that the cases have been 

consolidated for the purposes of the hearing, and that the teatimoi 

will be applicable In a l l thro* caaea? 

iy 
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MR. NUTTERt Yes. 

NR. CAMPBELLi No further questions. 

MR. NUTTER? Mr. Cooley. 

By J&. mux. 
Q In your opinion, Mr. Moore, what la the cauae or cauaea fei 

the present underproduced underage lor the subject well? 

A I think the lact that lor three months during the past 19 

there was no production, and two months there was less than 100 MCI 

lor the month, and that is the main reaeon lor the underproduction 

ln this particular well. 

Q What period or what proration period waa that in? 

A For October, 195©, there was no productioni November, '56 

there was 96 MCF lor the month, that was all. In December oi *56 

there was none. For January, »57 there was no production. For 

February, '57, I am sorry, that is January, '57, there waa no 

productions lor February, '57, there was 63 MCF lor the month, thai 

waa total. For March the production was 11,928 MCF. 

The well, during the peat, let's say the lour moat recent 

months that we have here, let's say lor August, September and 

October,the well produced approximately the allowable, just a HttJ 

bit more than the allowable. 

Q Well, sir, obviously the cauae is not producibility oi the 

well, or deliverability oi the well, but rather attributable to 

some other cause? 

A That is correct. 

e 
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Q Oo you know why there were low takes during October, Novernier, 

December, of '56, and January and February of *57? 

A I Imagine that it was a market condition, and the Permian 

Basin elected not to produce the well during those times and expectod 

to make it up at a later date. Tha well is not capable of making 

much more than the allowable, so they have not been able to make it 

up. 

Q The deliverability of tha well Is against the line pressure, 

it does not have a compressor now? 

A It does not. 

Q The deliverability of the well against the line pressure 

is right at allowables? 

A That Is correct. 

Q Consequently it can't make up any? 

A That is correct. The Permian Basin plans to Install a 

compressor for the wells ln this area. 

Q Do you have any assurance from Permian Basin or any other 

gas purchaser that there will be a market for this gaa, this underage? 

A Yes, we have had correspondence with Permian Basin Pipe 

Line Company, and they have Indicated that they plan to install 

compressor facilities for wells in this general vicinity. 

Q You misunderstand my question* The compressor would not 

increase the market. I am speaking about the market for gaa which 

has been the problem concerning or confronting Permian Basin Pipe 

Line for some time. Do you have any assurance from Permian Basin 
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that thtrt will b* any increased market, or that the situation 

that occurred in October, November. December, January and February 

will not reoccur? 

A I have had no direct indication of the future market, other 

than correspondence with Permian Basin Pipe Line indicating, or 

that they are in agreement with our asking for a non-cancellation 

of this back allowable. That ia the only indication that I have. 

Ifl. COOLEYi Thank you very much. 

m. NUTTER? Mr. Moore, would you furnish us a tabulation 

of the production each month for this tJulf State Well No. 1 of 

yours, from January, 1955, to date, together with the number of dayt 

per month that the well produced and the current atatus of the well 

at the end of each month; and also If there were any low months 

of production that are obviously out Of line with the rest of the 

months, an explanation of why the takes were low during those montĥ ? 

A I can aay now there was no mechanical cause for them and — 

would that be from January 

m. NUTTER? 1955, to date. 

A January, 1955. Yes, 1*11 furnish you that, to you. 

MR. NUTTER? Does anyone have any further questions of Mr. 

Moore? If not, he may be excused. 

(Witness excused.) 

Does anyone have any testimony now that they wish to offer 

In Case 1360 through 1362? 

ffi. MCCARTHYt Yes, sir. 
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MR. NUTTER} Mr* Mocre, lor tho take oi tho record, would 

you ttoto how long your request is lor sn extension oi tlae, or 

how long a period ol tlae you ara ashing this extension to he 

granted ior? 

MTU MOOREi The tlae would depend on the installation oi 

a coapressor, and I understand i t would he about three months ior 

that, so I would say a year* 

MR. NUTTERi A one-year extension oi tlae. Thank you. 

MR. COOLEYi Go ahead and aake your appearances. 

MR. MCCARTHYS Pat McCarthy, Permian Basin Pipe tine Coapar 

MR. COOLEY: How many witnesses? 

MR. MCCARTHYi Just Mr. Tribbie. 

(Witness sworn.) 

mm *. mvm. 
called as a witness, having been f irs t duly sworn on oath, 

testllied as follows: 

By *_. jfrCARTHY! 

A Gaston L. Triable, Omaha, Nebraska. 

Q By whom are you employed? 

A Northern Natural Gaa Company and Permian Basin Pipe Line 

Company. 

Q What is tho relationship, 11 any, between these two coapani 

A Northern owns approximately ninety percent ol the stock oi 

Permian. 
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Q How long have you boon employed by theae companies? 

A Since September, 1950. 

Q Will you please give a general statement of your educations 

background? 

A X received a Bachelor of Science Degree in Petroleum Engine 

ing from Texas Technological College in 1950. 

Q Will you explain generally tha nature of your employment 

for Northern Natural Gas Company and Permian Basin Pipe Line Compan 

A The first two yeara X was employed as a well operator by 

northern in the Texaa Panhandle Field and tea Hugoton Field. After 

that X was employed by Northern Natural Gaa Producing Company, whlc 

is a subsidiary of Northern Natural Gaa Company, for approximately 

one year aa an oil scout in the Amarillo, Texas, District Office. 

From September, 1953, to September, 1956, X was employed as Product 

Engineer for Northern Natural Gas Ccmmany and Permian Basin Pipe 

Line Company In Omaha. Since that time X have been employed as 

Assistant Manager of Gaa Purchased Operatlona for both companlea. 

Q Will you describe In a little more detail the dutlea and 

responsibilities of your present job? 

A My principle duties are tee administration of our gas pur­

chase contracts! included within that is the supervision over maklti 

nominations to the several State Coevalsalons and the allocation of 

gaa to our various sources of supply and to the individual wells 

within the sources of supply. The allocations of our gaa require­

ments are mode in accordance with contract provisions and State 
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Rules, Regulations and Orders. In order to Bake these allocations, 

a knowledge of tho over or under production atatua of the indlvidua 

wells and the ability of each to produce is necessary. 

Q Are you a member of any professional societies or organiza­

tions? 

A I am a member of the American Institute of Mining. Metallur 

glcal and Petroleum Engineers, and a nsmber of the Independent 

Natural Gaa Association of America, and tee American Gas Associatlo 

Q Have you ever worked on any industrial committee organised 

either by this Commission or any other Stata or Federal Commission? 

A Yes, I served on an Industry committee, appointed by thia 

Commission, to standardize the testing of gas wells in the State of 

New Mexico. I am now aervlng on an Industry committee, appointed 

by the Kansas Corporation Commission, to standardise gaa well testi 

in the State of Kansas. I*m also serving on the Engineering 

Subcommittee of the Interstate Oil Compact Commission to atandardis 

gaa well testing In the various atetea. 

MR. MCCARTHYS Are the witness's qualifications aatiafactoz 

MR. NUTTERs They are. You may proceed. 

Q Mr. Trlbble, will you give a general statement as to 

Permian'a operations in Lea County, Hew Mexico? 

A Permian Basin Pipe Line Company Is engaged In the purchase, 

gathering, compression, processing, transmission and sale of natura 

gaa. Our gas supply originates in West Texaa and Southeast New 

Mexico. Permian commenced operations in Los County in late Oecenbs 
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-

1953. at which tiata wa were connected to *pproxl»itely 16 wilh. 

Moat of tho gas that Permian purchases In tea County la produced 

from the Eumont, Jalmat, Blinebry and Tubb Gaa Pools* Permian 

is presently connected to approximately 338 wells, holding 388 

proration units located In prorated pool* in Lea County, In addltl 

wa are connected to 15 nenprerated wall* and two gasoline plants. 

Wa purchase gas in Hew Mexico under the term* of 37 gas purchase 

contracts covering in excess of 86,000 acres* The recoverable 

gaa reserves covered by those contracts have been estimated at 

1*4 trillion cubic feet, Permian*a investment In Lea County, Hew 

Mexico, in processing, gathering, transmission and related facility 

ia in tha order of $19,000,000. During the 12-month period ending 

November 30, 1957, Permian purchased approximately 60,4 billion 

cubic feet of gas produced in New Mexico. Permian paid the pro­

ducers of that gas approximately $6,000,000, 

Q Mr. Tribble, you have stated that Permian commenced operati 

ln Lea County in December of 1953, is that correct? 

A Yes, sir. 

Q At what time did the Commiesion order proration into effect 

in Lea County? 

A January 1st, 1954. 

Q Will you outline Permian'a operation under the Commission's 

proration rules after January 1, 1954? 

A In January, 1954, at the beginning of proration, Permian 

had 46 wells connected to its ayatem. At the middle of 1955, Perm! 
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was connected to 214 wells. During that 18*month period, Permim 

was almost continuously overproduced, as our requirements for gas 

exceeded the allowables assigned. 

Q Will you continue on and give the status of wells connectec 

to Permian's system as of June 30, 1956? 

A The number of wells connected to Permian's system increasec 

to 283 wells by the end of June, 1956. These wells carried a cumu] 

tive net underproduction of approximately 10 billion cubic feet. 

For this period of time the allowable granted to these wells was 

substantially In exceas of our market requirements. 

Q What was the status of the wells connected to Permian*s 

system as of December 31, 1957? 

A Permian*s connections ara carrying approximately 5,4 billic 

cubic feet of net underproduction. Of this amount, 3.3 billion 

cubic feet is attributable to wells which ara not capable of pro­

ducing auch underage, leaving a balance of only 2,1 billion cubic 

feet that may be considered producible. 

Q How much underproduction attributable to Permian*s connec­

tions was subject to cancellation on December 31, 1957? 

A About 3.7 billion cubic feet, which includes 736 million 

cubic feet of underproduction Involved In these applications. 

Q Mr. Tribble, to your knowledge, has this Commission ever 

ordered cancellation of underproduction, or required overproduced 

wells to be shut ln? 

A It Is my recollection that early in the history of proratlc 
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the Cemmiseion did cancel some underagee, but shortly thereafter 

reinstated them, ao In answer to your question, 1 will aay that 

the end result has been no cancellation of underages to date, and 

so far as 1 know, no wells have been ordered ahut in* My answer 

has excluded any reference to aarginal wells. Of course, when a 

well is classified *marginel», whatever underage i t was carrying 

at that time ia cancelled,, 

Q Mr* Tribble, have you prepared a map showing Permian* s 

pipeline, gathering and processing facilities located in Lea County, 

New Mexico? 

A Yes, sir* 

(Permian*s Exhibit No* 1 
aarkad for identification*) 

Q Will you please point out on Exhibit No* 1 the location of 

Permian*s Hobbs Gasoline Plant? 

A Yes, sir, I t f s located in Section 6, Township 19, Range 31, 

and is shown on this exhibit in green* 

Q Has the capacity of the Hobbs Gasoline Plant been lncreasec 

recently? 

A Yes, sir* I t was increased from 150 million cubic feet per 

day to 200 million cubic feet per day of residue gaa in April of 

1957* 

Q What was the approximate cost to Permian of increasing the 

capacity of the Hobbs Gasoline Plant from 150 million cubic feet 

per day to 200 million cubic feet per day? 
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A About $1,825,000. 

Q Has Permian also during the past year been in the process 

of installing compression facilities in its gathering system In 

Lea County, New Mexico? 

A Yes. 

Q Would you pleaae locate those facilities on Exhibit No. 1 

which are designed to serve a number of wells, including certain of 

those involved in these applications? 

A For the sake of convenience, we have designated these 

facilities by blocks, using a letter of the alphabet to differentia 

between them. These are shown on Exhibit No. 1 In red. The Block 

A compression facilities ara located in Section 30, Township 21, 

Range 37. Block B the facilities in Block A consist of one unit 

rated at 440 horsepower. Block B compression facilities are locate 

in Section 19, Township 23, Range 37. The facilities consist of or 

unit rated at 660 horsepower. Bloek C compression facilities are 

located in Section 31, Township 23, Range 37. The facilities 

consist of one unit rated at 660 horsepower. The Block 0 compress! 

facilities are located in Section 29, Township 24, Range 37, The 

facilities consist of one unit rated at 440 horaepower. Block S 

compression facilities are located in Section 17, Township 25, 

Range 37. The facilities consist of one unit rated at 330 horse­

power. The Block F compression facilities are located in Section 

32, Township 25, Range 37. The facilitlea consist of one unit 

rated at 330 horaepower. Block 0 compression facilities are locate 

te 

d 

e 

on 

d 

DEARNLEY - MEIER & ASSOCIATES 
INCORPORATED 

GENERAL LAW REPORTERS 
ALBUQUERQUE. NEW MEXICO 

3-6691 5-9546 



68 

in Section 5, Township 19, Range 37. The facilities consist of 

two units rated at 330 horaepower each. 

Q Oo you know the approximate coat to Permian of the compress 

and related facilities which you have located on Exhihit No. 1? 

A Approximately $1,000,000. 

Q You have given us the rated horaepower of theae compressior 

facilities. What ware such facllltiea designed to do in the way 

of reducing line pressure? 

A These facllltiea were designed to enable each well to 

produce Its allowable at 100 pounds per square Inch wellhead flowin 

pressure. 

Q Will you please give the approximate date on which these 

new compression facilities either went into operation or will go 

into operation? 

A Block A compressor was completed and went on the line Janui 

2, 1958. The Block B, Block C, and Block D compressors are complet 

and are scheduled to go on the line today, weather permitting. 

Block E and P compressors are scheduled for completion January 12, 

1958. The delay of these last two compressors was occasioned by 

the fact that tha manufacturer shipped such engines with the wrong 

size connecting rods and they had to bo replaced. Block 0 compres­

sion facilities have been dealgned and the materials have been 

ordered. Delivery of the materials Is expected about March 1, 195C 

The completion of these facilities is scheduled for April 1st. 

Q Will you please tell us what preliminary studies and con-

ion 
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•-derations are required before a company can prudently invest in 

compression facilities for its gathering system? 

A First, a reserve study must be made to determine the remaining 

recoverable gas reserves. The past pressure and production history 

of the well or wells Is reviewed. Then i t is determined i f the 

Installation of compression facilities is economically feasible by 

comparing the remaining recoverable reserves and the cost of the 

facilities. 

After i t has been determined that compression Is feasible, 

woll performance tests must be taken for the purpose of compressor 

design. These tests indicate what the suction pressure, or pipe1in» 

pressure, must be for the well or wells to produce at the allowable 

rate. 

From this Information, a compressor unit Is designed. Such 

factors as operating suction and discharge pressure* Inlet and 

outlet gas temperatures, single or multi-stage compressors, and 

so forth, are also considered. 

After the design has been completed, the materials are 

ordered and a compressor site is leaaad or purchased. Right-of-way 

must be optioned for the changes required in the gathering system. 

Upon receipt of the materials, the project is constructed. 

I believe i t is evident that considerable time is required to com­

plete such a project. 

Q Is i t your opinion that under these circumstances, Permian 

has proceeded with reasonable diligence in installing compression 
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facilities ln its Lea County gathering system? 

A Yes, under the circumstances, 1 believe it has. Aftar havi 

installed three wellhead compressor units in Lea County, we conduct 

a survey in February, 1957 of tha walla connected to the aouth 

and of this system where the reservoir pressure is the lowest. It 

was apparent from this survey that a number of wells scattered over 

the southern end of our system either required compression at that 

time or would require compression In the near future. The first 

three wellhead compressors had cost approximately $16,000 each to 

install. It was obvious that we must make a decision whether to 

install a number of wellhead compressors or locate a larger compres 

to serve a number of wells or a "block* of wells, A series of 

performance tests were taken on all of the wells ln question to 

determine their ability to produce against our present line pressur 

over an extended period of time. The smaller wells were tested 

to the atmosphere to determine their ability to produce at lower 

wellhead pressures. After consideration of the remaining recoverab 

reserves, comparison of coats of the small compressor units and 

larger compressor units, and other operating factors, the decision 

to install "block" type compressors was made. 

It requires from 60 to 90 days to receive compressor units 

after they are ordered. Construction of the compressor units 

usually require 30 days to complete. Extensive changes in our 

gathering system were required to connect the groups of wells to tl 

compressor units. 
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When consideration is given to tha amount of work required 

ln studying the reserves, testing the wells, designing the compress 

units, redesigning the gathering system, and constructing the com­

pressors and pipeline, I believe Permian has proceeded with reasons 

diligence in installing compression facilities in its tea County 

gathering system. 

Q Will these compression facilities enable Permian to take 

the underproduction attributable to those wells of Applicants which 

are capable of producing such underproduction, during the time re­

quested by the Applicants herein? 

A Yes, sir. 

Q How many wells connected to Permian*s system, having under­

production subject to cancellation, are involved in the application 

herein? 

A Eight wells. 

Q In your opinion, are these wolls capable of producing their 

allowable? 

A Yes, sir. 

Q You have heard the testimony of the operators here today 

with respect to the deliverability ofthe wells filed on in these 

cases. Are you generally In agreement with such testimony con­

cerning the deliverability of these wells? 

A Yes, sir. 

Q Mr. Trlbble, does Permian have a market for the underproduc 

tion attributable to the eight wells in these cases? 
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A Yes, i t does. 

Q Is Permian willing and able te take tha underproduction 

attributable to the eight wolls during the period of time requested 

by the Applicants herein? 

A Yes. sir. 

Q In your opinion, should the underproduction on these eight 

wells be cancelled? 

A No, sir. 

Q Will you please give your reasons why? 

A There are several reasons why I believe the underproduction 

attributable to these wells should not be cancelled. 

First of a l l , since the wells are capable of producing such 

underage and Permian is willing and able to take i t , all that is 

required is a lit t l e time in which to make i t up. And we really 

are talking about a "li t t l e time* when we consider that this field 

has been producing gas for at least twenty years and will continue 

to produce for at least that much longer. So i t seems to me to 

be Inequitable to deprive these wells of their proper share of pro­

duction when the rights of everyone can be secured by the Commissic 

granting a short extension of time. 

Secondly, the non-cancellation of underage will not be 

conducive to waste nor will i t affect the correlative rights of ot* 

producers. The only rights affected by either cancellation or 

non-cancellation of underages in this case are the rights of the 

Applicants and Permian. This is an entirely different matter than 
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the case of shutting in wolls for overproduction* In an over­

production situation, a wall has withdrawn sore than its proportior 

share of the gas reserves in the pool, and unless restricted, will 

deprive another well or wells of such productions In the case of 

underages, however, the underproduced well has not deprived any 

other well in securing its fair share of the reserves* On the 

contrary, the underproduced well may suffer detriment merely by 

reason of the fact of its underproduction* I f , in addition to thii 

the well's accrued allowable is cancelled, then i t seems to roe the 

cancellation is in the nature of a penalty* I think a well should 

be given every opportunity to produce its fair ahare of the reserve 

in the field and that only in extreme cases should cancellation of 

underproduction be ordered. 

Thirdly, underage should not be cancelled solely for the 

purpose of enforcing the Commission's rules regarding prorationing^ 

And i t seems to me that is all that would be accomplished by can­

celling underages in this case. Where the parties make a good 

faith, diligent attempt to make up the underproduction, and a 

proper showing is made, as they have here, and a l l that is required 

is a lit t l e more time, I believe the Commission should not invoke 

the cancellation provisions of its Rules, especially where the 

rights of other parties are not affected, I am not saying that 

underages should never be cancelled. Certainly there are some 

situation, as, for example, in the case of marginal wells, where 

cancellation of underage is proper. But, generally speaking, I thi 
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that underage should ho cancelled only In those cases where the 

wells are incapable of producing i t . 

Q Oo you have before you a copy of the Rules and Regulations 

of the New Mexico Oil Conservation Coaaission? 

A Yes, sir. 

Q Will you please read paragraph (b) of Utile X of such Rules 

and Regulations? 

A "The Coaaission may grant exceptions to these rules after 

notice and hearing, when the granting of such exceptions will not 

result in waste but will protect correlative rights or prevent 

undue hardship." 

Q Mr* Tribble, in your opinion will the granting of the 

Applicationsherein result ln waate? 

A No, the granting of these Applications will do nothing 

more than permit the wells to produce the allowables previously 

assigned* The Coaaission obviously did not think i t would cause 

waste to produce these allowables when they were assigned* It must 

follow, therefore, that no waste will result from peraltting these 

wells to produce these allowables during the next few months* 

Q In your opinion will the granting of the Applications here­

in protect correlative rights? 

A Yes, sir, it will* Correlative rights, if X aay paraphrase 

the statutory definition, aeans the opportunity afforded to the 

owner of each property in a pool to produce his fair proportion of 

the gas In such pool* Full protection of correlative rights requir es 
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that aach wall produce its allowables, na more - no less. It then 

follows that if soste wells do not produce their allowables while 

other wells do produce their allowables or more, withdrawals have 

been disproportionate and correlative rights have been damaged. 

The Commission's rules restricting overproduction and requiring 

shut-in of wells do control disproportionate withdrawals and thus 

protect correlative rights. Cancellation of underage does not 

control disproportionate withdrawala. In fact, cancellation of 

underage fosters disproportionate withdrawals In that the underage! 

cancelled ia reallocated and may be produced in large part from 

wells not suffering cancellation. Therefore* ln order to fully 

protect the rights of the parties herein, the applications should 

be granted. 

Q In your opinion will the granting of the Applications herein 

prevent undue hardship? 

A Yes. Unless the applications are granted, the wells involved 

In these applications will not be permitted to produce allowables 

previously assigned to them by the Commission. By being denied 

such production, the owners of such wells will be deprived of a sub­

stantial amount of Income which they would have otherwise received. 

The granting of the applications will, therefore, permit the owneri 

of these wells to receive Income for gaa which the Commission has 

previously given authority to produce. 

Q Is it your recommendation that the applleationa heroin be 

granted? 
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A Yes, sir. 

MR. MCCARTHYS I would like to offer in evidence Permian*s 

Exhibit Ho. 1. 

MR. NUTTER: Without objection the exhibit will be received 

in evidence. 

MR. MCCARTHYS That's all we have. 

MR. HUTTERs Doea anyone have any questions of Mr. Tribble? 

Mr. Campbell. 

CROSS EXAMINATION 

By &• CAM?BEl,L: 

Q Mr. Tribble, when did you construct the Hobbs Gasoline Plan 

A It was completed in about Decemmer of 1953. 

Q What was Its capacity at that time? 

A It was 150 million cubic feet per day of residue gaa. 

Q Old Permian not come to the Commission In, oh, May or 

June of 1956 and request that the cancellation provisions be waivec 

for that particular period? 

A Yes, sir. 

Q Were you present when that appearance was made? 

A Yes, sir. 

Q Was the Commission not then advised that you were in the 

process of enlarging your available facilities at Hobbs to receive 

additional gas? 

A Yes, sir. 

Q Has that just been completed? 

t? 
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A No* sir. I testified thit the facilities went into opera­

tion in April, 1957. 

Q At that tine. It is ay recollection that Peraian advised 

the Commission that they should have those facilities available 

by the first of the year of 1957, and that they would be able to 

pick up the underage immediately thereafter or at that tlae, is 

that not correct? 

A Yes, sir. 

Q You obtain gas from other sources,don't you, other than 

Lea County? 

A Yes, sir, we do. 

Q You obtain a considerable amount of gas from West Texas, 

do you not? 

A Yes, sir. 

Q You have been increasing your purchases of West Texas gas 

recently, have you not? 

A Yes, sir. 

Q How can the Commission be assured that your purchases are 

going to, in the future, increase for Hew Mexico gas, when you 

have other sources to consider? 

A Well, I think that i t can probably be shown by the fact 

that we have reduced our underproduction from 10 billion cubic feet 

to about 5.4 billion, of which some of that is marginal underproduc­

tion. 

Q Has not also some of that boon gas that has been taken by 
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El Paso Natural Gaa Company under your contract with them? 

A Yea, air. 

Q Under that contract, the El Paso Natural Gas Company does 

not take your gaa until they have taken what the allowable may be 

from their own connections, do they? 

A 1 think that's correct. 

Q How can you determine, until El Paao's market is eatabllshe 

what you ara going to be able to take from your connections in Lea 

County in the next year? 

A Well, it follows that if there is underproduction in the 

pool, there is overproduction, and the reaaon that thia contract 

waa written between the two companies was the obvious need of El 

Paao for additional auppliea and Permian for additional market. 

Q All right. How you say that where there is underproduction 

there is overproduction. That is applicable only so long aa you 

make aome effort to operate these balancing procedures, is i t not? 

A Well, that's true any time. 

Q So that if you waive the balancing provisions, as we have 

been doing, that situation becomes aggravated, does It not? The 

situation of imbalance? 

A That is true. 

Q Now, you stated that you had made a survey to determine 

the advisability and feasibility of the installation of compressor 

facilities in Lea County. In connection with that, you stated that 

these compressor facilities would serve the wells Involved ln theae 
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application*, thase eight walla, In addition to other walls? 

A Yes, sir. 

Q Did your survey reveal ROW many other wells will he relievid 

on your system by virtue of this arrangement? 

A Well, there are approximately, without knowing the exact 

number, forty on the southern end of the ayatem, plua probably foui 

or five on the northernmoat in Block 0. 

Q Do you know of any aituation among those forty wells that 

causes their position and their rights, aa you referred to them, 

to be any different from the righta of the eight wells Involved hexe? 

Is there anything different from those other wells? 

A Ho, sir. 

Q If the people who have applied here thia month are entitled 

to relief, do you know of any reason why all the others that may be 

given an access to your lines wouldn't be entitled to the same 

type of relief if they are underproduced? 

A Well, I would like to state that if the underage carried 

by any well on those blocks is producible, why, we're willing and 

able to buy lt , as far aa the other wells that are connected to 

these compression fsclllties. In other words, I'm not ln favor of 

making this application all-inclusive. I think that a ahowing 

should be made, as I so teatIfled, and demonatrate the ability of 

the wolls to produce the underage. If they can't produce tho under­

age, obvioualy there is no need to suspend the cancellation pro­

vision. 
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Q i t was my understanding that you had made that determinate 

as to theae forty walla. You said they weren't any different from 

the wells that had been testified to? 

A There are aome wells behind the compression facilities that 

do not require compression at this time. 

Q Oo you know how much actual underproduction of gaa would 

be involved if all of the Permian wells that you are talking about 

got acceaa to a low pressure system? How much underage as of Juno 

30, 1957, would be involved in that? 

A In these block compressions? 

Q Involved In the wells that would obtain relief by virtue 

of the compressor, that were underproduced aa of June 30, 1957? 

A I wouldn't, 1 only know about the ones that have been appli 

for here and have so shown the ability to produce the underage. 

Q You stated that you, ln connection with your work, negotlat 

or arrange for contracts of purchase for Permian, is that correct? 

A Ho, sir, I do not. 

Q You made some — 

A (Interrupting) I administer the gas purchaae contracts. 

I do not write them. 

Q You are familiar with the general terms and provisions of 

the gaa purchaae contracts? 

A Yes, sir. 

Q Oo the Permian Basin contracts contain a provision that at 

such time as the line pressure is at auch a atage that lt is unabl< 
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to rocoivo got from your woll connection*, that you will reduce 

that preasure to receive the gas? 

A We are obligated to reduce the line pressure if its economical 

to do so* 

Q And that is the contractual provision? 

A Yes, sir, it is. 

MR* CAMPBS,!: I think that's all* 

MR. NUTTER: Anyone have any further questions? Mr* Cooley 

By j&. COOfcEY: 

Q I think Mr* Campbell Is getting at the same thing Vm 

interested in, but X didn't understand your answer* Are the eight 

wells in which we are involved in the three cases presently at hand 

the only wells that you have knowledge of that are capable of pro­

ducing cancellable underage that will receive any benefit frost the 

compressor facilities that you have or are installing? 

A There are probably other wells that can produce the underacje* 

Q Are you aware of any others? 

A I could probably give you seme of them* 

Q I wonder what justification there is for granting relief tc 

one group of welle which seemingly are in the saise position as the 

ones here involved, and not granting the same relief to those wells 

which would receive benefit from this? 

A I believe that X stated in ray testimony that the parties 

concerned should come to the Commission and show they were diligent 

in their operations in trying to produce this underproduction* 
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Q What do you moan by that* diligent in thair operations ln 

trying to produce it? 

A Well* in other words, if their well becomes incapable of 

producing the underproduction, teat no attempt is made to do any 

thing about I t . 

Q What can they do about it? 

A Well, they have recourse, for Instance, they might stimulat 

their well* or if they have so stimulated the well, they could have 

recourse to the gas purchase contracts, in the case of Permian, at 

least* to lower the line pressure to enable the wells to produce* 

Q That is what I am coming to. An operator haa a well, as 

you say, which reaches the point where i t cannot produce its allow­

able against the line pressure of the gas purchaser* Is not, in 

your opinion, this well a marginal well under the rules and regula­

tions of this Commission? 

A At that time, yes, sir. 

Q When the wells will not buck this pressure, and from the 

time that they have had the inability to produce against the line 

pressure until the time compressor facilities ara installed, they 

are in fact marginal wells? 

A Or until remedial work or stimulation of the wells. 

Q Some of these wells even that we are involved with here 

today show zero production? 

A Yes, sir. 

Q For very recent periods? Oo you have any assurance that 

s 
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these situations will not reoccur? 

A Yes, sir. These wells — 

Q (Interrupting) I'm assuming that the aero production is 

a lack of market on the part of Permian, Is that correct? 

A To which wells do you refer, all of them? 

Q Well, no. Other than those aero productions caused by 

ahut down or inability to produce or purchaser prorationing by 

Magnolia? 

A Yes. Well, those, 1 don't believe that we failed to take 

recently, but part of the underproduction attributable to these 

wells was accumulated during a period when we didn't have a market 

for the gas. 

Q You do have a market now? 

A Yes, sir. 

Q What conditions have contributed to this new market? 

A Primarily our agreement with El Paao. 

Q That is no fixed amount, though, ia lt? 

A Ho, sir. 

Q Just whatever El Paso might need In excess of the allowabls 

assigned to the wells to which they are connected? 

A I believe the agreement was dealgned to attempt to keep 

the pools In balance between the two. 

Q It wouldn't require El Paao to underproduce any of its 

connections? 

A Ho, sir. 

s 
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Q I t is just whatever El Paso's requirements ara in excess 

of the allowables assigned to El Paso's connections? 

A Yes. sir. 

Q You say you are familiar with the gas prorationing rules of 

this Commission in the State of New Mexico, What impact does i t 

have on overproduced wells when the cancellation provisions for 

underage are suspended? 

A Of the underage, and not tho limitations of overproduction? 

Q Yes, In other words, when you suspend only the cancellatic 

of underage, what is the impact on the overproduced wells? 

A Well, they will accumulate overproduction to the point the} 

will be shut-in* 

Q And they will in fact show an overproduction in excess of 

what they would if the cancellation were carried out, would they nc 

A That is correct. I am asatnaing when we are talking about 

underproduction we are talking about producible underproduction, ai 

opposed to non-producible? 

Q I am talking about cancellation, or underage which is can­

cellable under the rules and regulations, which they have had the 

six months proration period to make i t up and failed to do so, and 

is thus cancellable, 

A Then I would say your statement is true, 

Q The effect, then, is to take, to aggravate the overproduce< 

status of any overproduced well in the pool? 

A Yes, 
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Q Do you not fool that this Is some — you say there ia no 

violation of correlative rights if this application is granted. 

Don't you feel that this might have some impact or cause some 

hardship on the overproduced operator? 

A I do not believe that the granting of these applications 

in itself will create any hardship. X believe I ' l l just qualify th 

a little further. 1 think that haa been demonstrated in the histox 

of prorationing in Lea County, due to the fact that an out-of-balaf 

condition existed: I think a much better courae in the case of 

out-of-balanced conditions is for the various purchasers In the 

field to get together and exchange or sell gas to bring it back 

Into balance. 

Q Now market for gas has very little bearing upon a well 

which won't buck the line pressure* There could be an unlimited 

market, and If theae wells won't buck the line preaaura, they are 

st i l l going to be underproduced? 

A Yes, sir, that Is definitely true. 

Q That is the situation with which wa are primarily concerned 

here. Do you feel that the installation of theae compressor facill 

ties will alleviate the condition? 

A That is correct. In the case of the wells that are subject 

to these applications, we feel that these wells will be able to 

produce this underproduction. 

Q Mr. Tribble, let's take a hypothetical situation where you 

mentioned that an operator lets his well fall into a marginal atat< 

at 
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that stata being inability to produce its allowable? 

A Yes. 

Q And we will assume that the cause for this inability to 

produce the allowable Is that the well needs a workover? 

A Yes. 

Q If he neglects to work over this well, and the wall remains 

marginal for a period of, say, six months or a year or two yeara 

and then decides to re-enter the wall and work it, to re-enter the 

well and obtain a successful workover and can now produce in excess 

of the allowable, do you feel that this oporator should be entitled 

to produce the underage that had accrued during this period in whlc 

his well was unable to produce the allowable? 

A Well, i t is a matter of time, ia what you are really gettir 

at; the time that the well was marginal, opposed to the time that 

you are going to give him, if any, to make up this underproduction 

Q Let's say that cancellation is upon us. He recompleted 

his well, or worked It over — 

A Yes. 

Q — December the 26th, Cancellation is January 1st. He 

doesn't have enough time now to produce this accrued underage, and 

it is cancellable on January let, 

A Yes. 

Q Do you feel that lt is a penalty upon him, or that his 

correlative rights have been violated if that underage la cancelled 

according to the rules and regulations? 

h 
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A Of course, you have to judge these on the individual merits 

of each case, but the correlative rights that we are trying to pro­

tect continue for the life of a field, the remaining life of a flei 

certainly. For instance, let's say that tho well got in such shape 

that i t couldn't produce this underproduction, if granted an extern 

for six months, and they needed a year, say, two years. 

Q I'm asking you, do you think that he is entitled to an 

extension at a l l , any extension? 

A Yes, sir# 

Q Now why? 

A Well, I believe that he should be given a chance to produce 

his allowable that is assigned to his well. 

Q Now, Mr. Tribble, we have used the term "correlative righti 

throughout this, especially throughout your testimony. The terra 

"correlative rights* and the assurance which this Commission gives 

of the protection of correlative rights, is that the assurance is 

not that each operator will recover the oil and gas in place under 

his tract, but that he will be given the opportunity — 

A Yes. 

Q — to recover the ©il and gas under his tract? 

A Yes, sir. 

Q Who has denied this hypothetical operator the opportunity 

to produce his oil and gas, except himself? 

A Well, it's just a matter of definition of opportunity, as 

I see i t . 
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Q That's tha whole case. Do you think that six months period 

is giving tho awn tho opportunity, or a year? 

A If ha, through his own fault, allows his wall to fall bolow 

allowables and consequently cannot produce the allowable, he has 

the opportunity to produce its all he haa to do is re-enter his woll 

and work it over and produce it* I certainly think it depends on 

the circumstances to which this underage was accumulated* As I 

say, I don't believe that all of the underproduction that is being 

carried should be granted a further extenalon. 

Q How these wells seem to me to be in a very similar situation* 

They are unable, or have been unable to produce the allowable? 

A Yes, sir. 

Q Now, the culpability or the blame may reat In various places? 

A Yes, sir. 

Q I do not propose to determine where, but as far as this 

Commission Is concerned, he has had an opportunity to produce his 

own gas, and if through his own fault, that is one thing; if it 

is through someone else's fault, maybe they are responsible? 

A Yes. 

MR. COOLEY* That's all the queationa I have. 

MR. HUTTER: Does anyone have any further questions of Mr. 

Tribble? 

&y &. mum--
Q Mr. Tribble, are all of the underproduced wells to which 

Permian Basin Pipe Line is connected located behind a compressor 
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facility? A No, air. 

Q They are not? 

A No, sir, 

Q What percentage of the underproduced wells are or will be 

under compression facilities? I had better first ask you, are thai 

compressor Blocks A through G the entire compression facilities 

that you contemplate for your system? 

A No, sir, we are studying the problem continuously, and as 

1 say, it's a matter of economics and i t is a matter of one well 

might warrant a wellhead unit by Itselfi i t might net in conjunctic 

with two or three additional wells, that would warrant a block-type 

compressor, 

Q In the future you may install more blocks than A through G" 

A Yes. 

Q And also some Individual well compressors? 

A Yes, that is a possibility. 

Q What percentage of the total unproduced wells, when you 

install these, will have the benefit of compression facilities? 

A Well, we're carrying a net underproduction on our system oi 

5.4 billion cubic feet. Now this 2,1 billion of i t , as I have 

indicated, is producible; in other words, the wells are capable of 

producing this. 2,1 billion cubic feet of underproduction. They 

are non-marginal wells. That does not include the underproduction 

that we're talking about in these applications* In other words, 

we are cumulatively underproduced 5,4 billion cubic feet. 
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Q Not all of your wolls are underproduced* are they? 

A No, sir. 

Q What was your producible underage January the 1st, 1956? 

A I don't know about that* I'm afraid I couldn't five you 

that, January 1st, 1956. 

Q How far back do you have the producible underage? 

A Well, what we considered to be producible would be a varyin 

quantity of gas, depending on the wells that we would consider to 

be marginal In our opinion, not necessarily marginal as carried on 

the Cossslssion schedules. 

Q Do you have the producible underage as of January let, 1957 

A Of '57. I'a afraid I don't have that. All I have Is the 

total net status for those months. X don't have i t apread out aa 

between producible and non-producible. As of January 1st, 1956, 

we were carrying approximately eight and a half billion cubic feet 

of net underproduction. 

Q Eight and a half billion on 1-1-56, right? 

A Yes, sir. 1-1-57 we were carrying 9.4 billion of net 

underproduction. 

Q How about 1-1-58? What would your status be? 

A Well, that was the one X gave you* X believe that was 5.4, 

X believe. This is our cumulative net underproduction* 

Q Of that 2.1 is considered producible? 

A Yes, sir. 

Q Now, looking into the future, what do you expect your net 
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underage will be July the 1st, 1958? 

A July tha let, 1958, we feel that by July the 1st, 1958, 

that we will be in as good a position as wa are at this tine, and 

that the only underage that we will bo carrying will not be subject 

to cancellation, producible underage. 

Q How about a year frost now? The first of *59 what do you 

expect the status to be? 

A We expect our take a to increase in the future frost Lea Coun 

Q And once you have established a point of balance at which 

there is no allowable subject to cancellation, you don't anticipate 

that that condition would recur? 

A No, sir. We felt that our position all along was temporary 

and that our agreement with El Paao waa so written as to be a tem­

porary arrangement. We certainly do not expect to remain underpro­

duced for the life of the field. 

Q Now, are all eight of theae wells which are the subject of 

these hearings today located behind the compressor facilities? 

A No, sir. 

Q Which ones of them are? 

A The Gulf Arnott-fcamaay »E» 2, mE» 5, Holt "A" 2, the Texas 

Company's State *Bff 3, and the Schermerhorn Gulf-State, compression 

would be installed. It would be easier to name the exceptions, 

which are fewer in number. 

Q Mr. Tribble, you went into a rather detailed explanation 

of how long it takes to analyze the need for and the desirability 

ty. 
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of o compression facility, and than tho installation of same} do 

you think that Permian initiated these studies and the construction 

of these things as soon as it waa possible to do so? 

A Yes, sir, I think that Permian did. You probably are aware 

of the fact that during the period of time prior to this study that 

we initiated, we wore in an underproduced situation. When you are 

carrying — or in other words, the allowables being assigned are 

in excess of your market requirements, that most of the wells on 

your system are not given an opportunity to demonstrate their 

ability to produce, as for instance, our requirements from those 

wells may be only four, five, or six million a month. The allowabl 

may be ten million, so that It's possible for the decline, or the 

well's ability to produce into our pipe line would decline under 

these periods of low takes without you finding out about it unless 

you were conducting tests. 

Q And so it took a period of relatively high market demand 

before you could determine that you even needed the compression 

facilities? 

A No, sir. After a period of time, and there has been an 

abrupt change in the ability of a well to produce over a period of 

time, you are bound to have requirements for that well that will at 

leaat partially demonstrate its abilityi and In fact, what actually 

happened was that we had atarted installing wellhead unite and the 

big decision was made as to whether to continue this in each instan 

or study the feasibility of block-type compression, which, of court 
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requires a study of fathering lines that stay have several wells 

connected to l t , and some of which of course would not require 

compression at the present time* 

Q Mr. Tribble, you are acquainted with tee amount of underage 

that each of the subject wells hss accrued. What period of time 

do you think would be necessary for this underage to be made up? 

A I'm substantially in agreement with the testimony put on 

by the operatora. It is my opinion that the Gulf wells, all of the 

will be capable of producing their underproduction plus the current 

allowable assignment in six months. I also think the Schermerhorn 

Gulf-State will be able to do this, also. I think that The Texas 

Company State •B* 3 will be able to make up a substantial portion 

of it ln six months, but not all of it. 

Q Not all of it? 

A And that the Riddel 2 will not be able to make up all of it 

ln six months. 

Q You think i t would be able te make it in a year? 

A Well, in this Instance, we are now in the process of studyi 

the feasibility of compression on Riddel No* 2. I believe that 

certainly If we Install a wellhead compressor, the Riddel 2 could 

make it up in probably six to eight months after the installation 

Is completed. 

MR. NUTTERi Thank you. Anyone have any further queations? 

Mr. Ute. 
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Q Mr. Tribble, arc thara any marginal walla bahlnd tha com* 

proaaors that you hava testified to here today? 

A Yes* sir, there Is. 

Q Do you anticipate that any of those marginal wells will 

become non-marginal becauae of the lower line pressure? 

A Yes, sir. 

Q Those wells, those marginal walls, as long as the line 

pressures were high didn't produce as much gas as they could have 

produced? In other words, they produced something less than the 

allowable, did they not? 

A Yea, sir, that's correct. 

Q What would be your position if some of the owners of the 

marginal wells come back in and wanted allowables reinstated and 

an opportunity to produce that allowable? 

A Well, I don't know — 

Q We're talking about approximately the same thing, aren't 

we? The only difference is that the marginal well didn't carry a 

statute; these non-marginal wells we are talking about did? 

A I don't know whether I would favor the reinstatement of 

cancellations or not. I think It would certainly depend on the 

circumstances involved as shown here. In other words, It would jus 

have to be decided on Its Individual merits of the case. 

Q It is entirely foreseeable that we could be flooded with 

applications such as this here today, could we not? 

• * 
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A I think that's true, I do. I certainly want to indicate, 

however, that I wouldn't want a blanket continuance on tho basis, 

I think they should be heard Individually and based on their own 

Ener its . 

Q If such did happen and we granted i t , then In effect what 

we would be doing would be retroactively classifying the well? 

A In the case of a well that had been classified marginal 

previously? 

Q Yes. 

A Yes, s ir . 

MR. UTZ: That*s a l l I have. 

*R. NUTTER: Any further questions? If not, the witness 

may be excused. 

{Witness excused.) 

Does anyone have anything further? 

MR. CAMPBELL: I have a witness I would like to put on for 

a l i tt le bit of testimony. 

MR. NUTTER: Proceed. 

MR. CAMPBELL: Mr. Jack M. Campbell, representing Texas 

>aclfic Coal and Oil Company. 

(Witness sworn.) 

£* £• £S_XI£U 

called as a witness, having been f irst duly sworn, testified as 

follows: 
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By ifi. CAMPBELL 

Q Will you etate your name, pleaee? 

A W. F. Martin. 

Q By whom ara you employed and in what capacity? 

A Taxas Pacific Coal and Oil Company, chief accountant. 

Q Have you testified previously before this Commission in con 

noction with mattara involving gsa prorationing? 

A That's right. 

Q Mr. Martin, have you made a study of the status of various 

wells in the Jalmat Gss Pool In Lea County, Hew Mexico, relative to 

their condition of balance or Imbalance? 

A Yes, sir. 

Q Have you recently made a study in connection with the wells 

that are involved in the two applications pending before this 

Commission that refer to wells in the Jalmat Gaa Pool? 

A Yes, X have. 

Q Have you made studies particularly of the three wells In 

the Jalmat Gaa Pool for which Gulf Oil Corporation seeks relief 

from this Commission? 

A Yes, X have. X expanded that to include all of the Gulf 

wells connected to Permian and El Paso. 

Q In the Jalmat Gaa Pool? 

A Xn the Jalmat Pool sinee the beginning of prorationing. 

Q There haa been testimony here, Mr. Martin, that the Justifi 

H 
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cation, at least partially, for the request on the part of Gulf 

as to their three wells in the Jalmat Gas Pool is because tha 

market was not available to them during the period of time when 

the underage was accumulated. Would you refer to the notations 

that you have made in connection with tha atudy that you referred 

to* and explain to the Examiner what your reaction is as to that 

position by Gulf? 

A Well, 1 grouped all of the Gulf wells connected to Permian 

Baain Pipe Line under one heading, and eliminating out of there 

the Ramsay "B* State well, that is 812 million underproduced since 

it haa been building up an underproduction since the inception of 

prorationing, eliminating teat well, it ahowa that at the end of 

1954, the Gulf wells, 13 wells connected to Permian Basin Pipe Line 

Company had an overproduction of 343,763 MCF, as of December 31, 

1955. 

The same group of walla had an underproduction of 478,392 

MCF December 31, 1956. This underproduction totaled 702,226 MCF 

aa of June 30, 1957, the balancing period that we considered.At the 

end of this year this underproduction of 702,226 MCF had been reduc 

to 48,488i in other words, had been reduced from alightly over 

700,000 MCF to 48,000 MCF. During that time, two of theae wells, 

one of them being the Leonard State No. 3, a three-unit well, 480 

acres assigned to lt as of December 31, 1956, was underproduced 

70,936 MCF. That condition changed in the six-months period from 

70,000 underproduction to an overproduction of 113,813 MCF, or an 
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overproduction during tho six months of approximately 184 million, 

Q Is that well a well from which Permian Basin Pipe Line is 

purchasing gas? 

A That's right. They are purchasing gas and have since the 

JLnception. Another well, W. A. Ramsay State No. 1 well, four-unit 

well, 640 acres assigned to it, as of December 31, 1956, was over­

produced only 4,958 MCF. The ensuing six-month period to June 30, 

1957, that overproduction was Increased to 137,783 MCF, or an 

increase in overproduction of 132,000 MCF. These two wells collect 

ively had an overproduction during the six-months period of Decembe 

31, 1956, to June 30, 1957, of 317,574 MCF. Now, the applicants* 

three wells that they're asking that the underage not be cancelled 

had at that time an underproduction of 214,859 MCF collectively! 

one well having 219,821! one 4,954j the third, 17,084 — that is al 

MCF. 

Q What conclusion does that lead you to, with regard to the 

market,availability of market for gas from those Gulf wells In the 

Jalmat Gas Pool during that period of time? 

A It*s hard for me te understand, when two wells can be over­

produced 70 million cubic feet more than this relief that theae 

operators are asking for. In other words, the market was there, 

apparently. It had to be a good market there, when you could take 

two wells and overproduce them 300 million cubic feet. This is 

overproduction over the allowable aasigned during that six months. 

It looks like just the way the wells were produced. It looks like 

r 
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the 300 million overproduction, hod it been applied to this under­

production Gulf would not have been In trouble* Xn fact, using 

the four wolls that are connected to £1 Paso, the status of Gulf 

as of June 30, 1957, in the Jalmat Pool resulted in a net over­

production of 125,580 MCF. In other words, the Gulf connections 

were overproduced in total In tee Jalmat field as of June 30th. 

So it's hard for me to see how that there could be any market el erne 

in this thing, lack of market. 

Q There has alao been testimony here that perhaps another 

baais or reason for the request is that there haa been a difficulty 

in some of the wells bucking the line pressures. Have you made 

any studies in the Jalmat Gas Pool with regard to the wells that 

might have accumulated underage as a result of that situation? 

A Yes, X have. X made a study and it shows that as a result 

of that study, that as of June 30, 1957, 130.55 units ln the Jalmat 

Field had an underproduced status. This is non-marginal wells, of 

course. And a total of 7,655,120 MCF. That status was reduced 

as of October 31, 1957, down to 6,448,646 MCF. X might state that 

X worked It out by months, and this reduction of the underproductlc 

during tho four-month period from June 30 to October 31 resulted 

by the abnormally low allowable that waa granted in the month of 

July, when the per unit allowable was slightly in excess of 8 mill! 

per unit. That low allowable in the month of July gave most every 

well In the field a chance to reduce ita underproduced status. X 

hsve it all by walla, and it just goes right down. It looks like 

nt 
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a Christmas tree. All down tha month of July every well gained; 

the wells the rest of the time, most of them have continually 

underproduced. But one thing that's apparent here, that this under 

production is certainly not limited to Permian*s connections. A 

tremendous amount of it is El Paao connections, and i t is practical 

every operator in the field is deeply Involved. It is not limited 

to the three applicants today, 

Q Does Texas Pacific have wells that would come in this 

category if they were able to enforce their contract provisions 

and get compressors put on the line? 

A We certainly do. We have ten units in that category* We 

are no different than any other operator, Continental, Western 

Natural, El Paso Natural themselves, R* Olson, Skelly, practically 

every operator represented here.that they would a l l unquestionably 

be able to reduce the underproduction had compressor facilities 

been available* 

We had a well of ours put on the low pressure system, the 

compressor installed recently; and that well, had i t been possible 

to have done that early ln the year, we would not have underage 

cancelled, but we are going to lose about a hundred million cubic 

feet of gas, due to the fact that the compressor was not installed 

a couple of months ago* We are in no different shape or position 

than anybody else. 

Q Approximately what percentage of the accumulated underage 

as of June 30, 1957, would you say was generally in that category? 

> 
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Do you havo any estimate on that? 

A Wall, at loaat X havo dona this. X hava pulled out of here 

twenty-two and a half units that X have worked th® history on, in 

fact, the beginning of proration. Twenty-two and a half units have 

an underproduction of 3,874,226 MCF aa of October 31, 1957. That 

twenty-two unite represents sixty percent of the underproduction 

in the Jalmat Pool. X have worked those back as to their status 

since the end of '54, *55, '56, June 30, '57, and October, '57. It 

is representative of eleven operators, this twenty-two units. Xt 

shows that at the end of *54 there was an underproduction on this 

group of wells of 390,000 MCF. At the end of «55 it had grown to 

1,060,000 MCF; end of *56 it had grown to 3,333,000 MCF. June 30, 

•57, Increased to 3,874,000 MCF, and in the following four months 

gone up to 4,500,000 MCF. 

Q Are those wells which generally had low pressure, Mr. Martin? 

A Yes. Where X did not have the pressure data on all of 

them, most of them we have It. Xt is quite obvious that a number 

of tha wells, in fact moat of them, have good deliverability but lew 

wellhead pressure. Here Is a well that is 165,000 MCF underproduced 

that has a wellhead pressure of only 286 pounds. Of course, it will 

not produce It. 

Q Xs that generally true of the rest of the wells? 

A That Is generally true of the wells. Xt is strictly a 

matter of the basic underproduction In the field as a result of not 

being able to buck high line pressures. 
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Q Do you feo Hove that if the applications here are granted, 

that i t will aggravate the situation in the Jalmat Gas Pool with 

regard to the status of the pool and the wells within the pool, 

insofar as their being in balance is concerned? 

A Yes, I certainly do. I have carried this a step further 

to show by operators how this redistribution will come about. In 

other words, at the October 31st, as X previously stated, we had 

6,448,000 MCF of underproduction subject to cancellation as of 

January 1, 1958. 

I have spread that back on the basis of the ownership of 

the non-marginal units in the pool to determine the amount of the 

allowable that would be redistributed to each operator. It ia quit 

apparent that one of the applicants, for instance, Gulf, by this 

redistribution will receive a credit on the redistribution of 

475,557 MCF, whereas they're talking about not cancelling 241,849. 

They are going to receive a credit of more than double that figure. 

Q That's assuming that ail of the underage is cancelled, 

according to rule? 

A Assuming that the rules are allowed to work according to 

the regulations. 

Q Mr. Martin, have you, in connection with your studies here, 

also made an individual well study on each of these eight wells, 

month by month, and their cumulative and monthly status of over­

production and underproduction? 

A Yes, I have. 

e 
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Q Are those figures available to the Examiner if he wishes 

to have thes? 

A Yes, they are available since the beginning of prorationing. 

Q That includes the wells not only in the Jalmat, but in the 

other pools that are involved in this? 

A Everything on the application* 

MR. NUTTER: I think we would like to have I t . 

A It shews the allowable and the production and the over and 

under status at the end of each month* 

MR. NUTTER: We would like to receive i t . 

MR. CAMPBELL: I think that is all the questions I have. 

MR. NUTTER: Does anyone have a question of Mr, Martin? 

Mr, McCarthy. 

CRQSf gy^NATJC?* 

By J£. MCCARTHY: 

Q You have stated, Mr. Martin, that Qulf, an underproduce^ 

would be credited with so much production if this underage was 

cancelled and respread, is that correct? 

A That is correct. 

Q What happens to this respreading of underage if the total 

runs from the pool do not increaae? 

A Well, I think I can probably anawer that this way* As lon< 

as the underproduction is allowed to remain in the schedule, i t ha: 

the tendency to pull down the net allowable granted tee field. For 

instance, the purchasers, quoting round figures, but the purchaser! 
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in the Jalmat Field nominated for the month of January ten million 

MCF — ten billion cubic feet of gat makes i t sound better. 1 like 

to have billions, i t sounds better. They nominated ten billion 

cubic feet of gas for the month of January, but due to the imbalanc 

condition of this field, the allowables that were finally granted 

for the month of January was slightly over seventy billion cubic 

feet. In other words, lt Is ln there as a backlog, i t is constantl 

working to pull down the nomination by the purchaser. If we could 

get i t out of there and keep the field, let the thing operate on 

the aix months basis like the regulations say, you would not have 

the months in, like I previously stated, in the month of July we 

had an allowable of eight million. Anyone knowa that is rather 

fantastic. That is what happens with all thia juggling around as 

a result of the underproduction being allowed to stay in the achedu 

Q It's true, though, isn't i t , that if the runs from the pool 

do not increase, that the respreedlng of cancelled underage doesn't 

benefit anyway, does it? 

A Well, a pretty good example of that is this last six months 

of 1957. A number of the wells were overproduced in the Jalmat 

Pool. As a result they were shut-in. Overproduced wells in the 

Jalmat in the year 1957 have been shut-in. You can bring them back 

in balance. They can only be brought back in balance by allowables 

and you only get allowable by the purchasers* nomination and their 

purchases, but the purchaser came Into the field and tried to take 

the gas, but so many of the wells were shut-in, they couldn't! so 

e 
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what happened, the allowables that they had requested and the allow 

ables that were assigned, you come along and tha production is so 

low the allowable is automatically cancelled two months later, wher 

it has a tendency to deflate the field and fix it where tee gas 

company will not be able to take. If this condition is allowed to 

continue, Permian is going to be in the position of wanting gas 

because It can come up with a negative allowable. So you are going 

to be asking for gas and unless the rules are enforced, you won't 

have enough allowable, can't get it. 

Q What you are saying ia that the only wells that might benef 

then are those that would be shut-in or real close to each other? 

A Re-diatributlon is made to every well, regardless of the 

status. In other words, every non-marginal wall, the best well in 

the field from a deliverability statue and par gets equal redlatrib 

tion of allowable. 

Q You are assuming that the runs will increase from the field 

A By redistributing, you are giving all the wells a right to 

produce more gas that they did not have. In other words, when the 

six and one half billion is redistributed, there is six and a half 

billion more gas ln the field that the purchaser, you and SI Paso 

can buy. 

Q What happens to that if it isn't run two months later? 

A It is automatically cancelled. 

MR. CAMPBELLJ We are willing to accept the rosy market 

picture you painted there, for the purpose of this testimony. 

t 
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MR. MARTIN: Does anyone else have a question of Mr* Martinf 

Mr. White. 

By MR. WHITE: 

Q Mr* Martin, in regard to the twenty-two and a half units 

that you said, I believe* was underproduced In the Jalmat, how many 

of those units are capable of producing their cumulative underage 

plus their current allowable? 

A Well, sir, my personal opinion, this twenty-two units, 

these wells which includes Texas Company wells, this 400 million, 

now I don't believe it's at all possible for hardly any of these 

wells to produce the back allowable and produce the current allow­

able* In other words, when you build up a figure, here is one well, 

for instance, that is one of these wells is four hundred million — 

Q (Interrupting) Let's talk about The Texas Company well* 

Have you made a calculation on that? 

A Your well is going to be approximately 400 million under­

produced at the end of 1957* That is the status. I t is going to 

receive, under normal operations, an allowable of 250 million for 

the year 1958. That is, you can go back through the allowable 

for the year 1956, i t was 245 million per unit, and i t is bssed on 

the purchaser's nominations, preliminary nominations for the first 

six months of '58 being substantially higher than they were even 

in '56s i t is certainly realistic to feel that a unit will receive 

an allowable of at least 250 million per unit* Your 250 million 

plus the 400 million underproduction is going to make you, if you 
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clean It up, produce 650 million cubic foot of gas from a single 

unit. 1 don't believe you can find, since proration, that any 

single unit in the Jalmat Field has produced 650 million cubic 

feet in twelve months. I have got It back to the very beginning. 

< 

I don't believe you can find one single unit teat has ever produced 

that much gas. You are saying that a well that we know has a low 

line pressure, that is why it wouldn't produce, low wellhead pressu 

we are saying that well, by installation of compressor, is going 

to produce more than the best well in the field has produced since 

proration. It sounds fantastic. 

Q Do you have any definite statistics to show it is incapable 

A No, sir, we have not made that statement. I am merely 

saying that these wells show low caslnghead or wellhead pressure. 

I think that is their trouble. You have testified, you people and 

the Permian Company come up and put up the same teatlmony, that 

If the compressor had been inatalled on our wells — we have a well 

right here — 

0 (Interrupting) Let's talk about The Texas Company. 

A Qkay. 

Q If it is given the opportunity, you are not here to testify 

that it is incapable of producing? 

A No, air, I am not testifying that. Why not let the regula­

tion — 

Q (Interrupting) Or that it wouldn't produce it? 

A I am saying it is going to get up and move about, because 
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? 

DEARNLEY - MEIER 8C ASSOCIATES 
INCORPORATED 

GENERAL LAW REPORTERS 
ALBUQUERQUE. NEW MEXICO 

3-6691 5-9546 



108 

it would havo to produce more than any well haa ever produced. 

Q Let*a say for the purpose of your argument it is capable 

of producing half of tha 650 million. 

A Yes. 

Q Is that any reason why it should be given the opportunity 

to produce that much, if It is capable? 

A I think it should be given the opportunity under one condi­

tion, that if you want to extend the same opportunity to the rest 

of these units, to the 130 units underproduced in the field. If 

you want to disregard the regulations aa now written and de away 

with cancellation of underage, then I aay It has that right, but 

Texas Company well by Itself, plus a handful of Sulf wells, certain 

do not have that right unto themselves. 

Q Now, referring back to your twenty-two and a half units, 

you said in your opinion there were a very few units capable of 

making up their cumulative underage and their current allowable? 

A Of this twenty-two and a half, I give you the figurea down 

here, and The Texas Company is some considerably larger. 

Q Approximately how many would you say, out of the twenty-twc 

and a half? 

A Well, that Is strictly a matter of the Installation of 

compressors, maybe half of them. I don't believe anyone could mal 

that statement. It's a matter of installation of compressors and 

I have seen compressors installed on some wells and they looked 

pretty good for a month or two, and that is the end of it . They 

ly 

0 

DEARNLEY - MEIER & ASSOCIATES 
INCORPORATED 

GENERAL LAW REPORTERS 
ALBUQUERQUE. NEW MEXICO 

3-6691 5-9546 



109 

drop down. It 1* not by any criterion a cinch that you install a 

compressor, that the purchaser is going to keep the compressor 

running and producing that well every day. 

Q Assume that you are correct as to there being a very few 

unite of the twenty*two and a half capable of making this amount 

of production, we can further assume that there could be very few 

applicanta asking for tha opportunity, is that not correct? 

A As to whether they are entitled to i t or not, I think every 

applicant is going to come right up here, and if you people's 

request is granted, and make the same application. 

Q They would be here today, would they not? 

A No, they will be here next time, 1 assure you. I know one 

company that will be here. We don't want to be here, we don't feel 

that way about I t . 

MR. NUTTER: Any further questions of Mr. Martin? 

By ML* NUTTER. 

Q Mr. Martin, how many wells did you say are underproduced 

in the Jalmat Gas Pool? 

A As of June 30th, there are 130.55 units, and that has been 

reduced as of October 3ist down to 84.04 units. The reaaon, I 

previously explained the reaaon that was reduced from 130 to 84, 

was primarily the low allowable in July, which let all the wells 

pick up a billion cubic feet of underproduction. They were bucking 

just an eight million allowable, so a wall that would be normally 

producing against a unit allowable of 15 million, a l l those wells 
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cm* in and had tha allowable charged to then of eight million} 

of course. If they could produce 15 million they had this seven 

nilllon credit to apply against their underproduction. That's 

another case where, due to this underage stage in the pool and 

creating theae wide fluctuations in the allowables that we have 

cone up, It brings about theae things. I could take one step 

further, there is a number of wells In the pool today that are 

classified as non-marginal for on* reasons that is because during 

the month of July,and June had a comparable allowable, they had 

such a low allowable that most sny well was able to make that allow 

able, and under the present regulations could not be classified 

as marginal. In other words, that one month sticking up there ln 

July made any well in the last six months of the year that could 

make eight million cubic feet any month of the laat six months 

not subject to being made marginal. 

MR. NUTTER: Any further questions? If not, the witness 

may be excused. 

(Witness excused.) 

MR. NUTTERS Anything further? 

MR. CAMPBELL: I have a short statement. 

MR. NUTTER: So ahead. Proceed. 

MR. CAMPBELL: I»m aura that the Examiner la aware of the 

position of Texas Pacific Coal and Oil Company in these matters. It 

is this, that it is essential that the Comnlseien strictly enforce 

the balancing provisions at the end of this year, aa of the June 
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• 

30, 1957, well status. We have stated before and wish to repeat 

that unless theae rules are enforced, then prorationing becomes 

Meaningless so far as we are concerned, not only meaningless but 

a burdensome operation, not only upon the Commission but on all 

the operatora in the field and the purchasing companies likewise. 

We feel that the operatora hare Involved and the others, 

including the Texas Pacific Coal and Oil Company, who have wells 

that cannot produce into the low pressure system — the high pressu 

system their full allowable, have an ample opportunity under their 

contracts with the purchasing companiea to enforce their rights 

if they see fit to do It. I think that while the contracts with 

purchasing companiea may have taken a beating under prorationing, 

certainly that provision is one that Is a valuable one to anybody 

who has a gas salo contract. 

To grant the application here. It seems to me is going to 

open up once again the whole arena of the requests to waive various 

portions of the rules. Once you waive one portion, there ara going 

to be requests to waive other portlone of the balancing provisions 

of the prorationing system. We believe if tho prorationing system 

is worth anything, it ought to be enforced, and certainly three 

years or throe and a half, years is ample timer Xt seems to me. that 

benefit of the doubt haa been given to anybody to obtain a proper 

outlet for their gaa, and that the Commission is in the position of 

having to at this time make a firm deciaion as to whether they are 

going to enforce the rules, or whether they are going to forget the 

ra 
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At far at wa ara concerned, wa think it it time to enforce thesu 

MR. NUTTERt Anyone else have a statement to sake? 

MR. WHITWORTHi Mr. Whitworth with El Paao Natural Oat 

Company. I have a thort statement on behalf of i l Paso Natural 

Gat Company. 

El Paso Natural Gas Company believes that the rules of 

the New Mexico Oil Conservation Commission should be enforced and 

exceptions granted only when justified by clear and convincing proa 

Continued granting of exceptions tends to nullify and lessen the 

effect of any rule, and past experience has demonstrated that 

failure to apply the rules as written creates inequities and loses 

the opportunity to market gas from the unbalanced pool. 

El Paso urges the Commission to grant an exception to the 

rule requiring cancellation of underproduction only when an applica 

by clear and convincing evidence establishes that: 

1. The underproduction of the well or wells involved 

accumulated because of conditions beyond the control of both the 

operator and the taker of gas. 

2. Any well involved is considered reaeonably able to make 
• 

its allowable plus the amount of Its uncanceled underproduction 

within the next balancing period. 

MR. NUTTERs May we have a copy of your statement, Mr. 

Whitworth? Anyone else have a statement? 

MR. NESTOR; E. W. Nestor for Shell Oil Company. Shall 

most strenuously urges the Commission to deny the applications in 

f. 

nt, 
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Cases 1360, 1361, and 1362* Xt is our foaling that tho underages 

that have occurred in the wells here in question have been largely 

due to the failure of either the Operator,the transmission company, 

or both to make necessary adjustments to permit the production of 

gaa at allowable rates. We feel teat neither the applicants in 

any of the three cases nor the Permian Basin Pipe Line have made 

any case that any waste will exist if the applications are denied. 

As to correlative rights, we feel that certainly the opportunity 

which the statutes demand must be given to an operator to produce 

his equitable share has been given to each operator* and that only 

through failure of the operators and the transmission company to 

take advantage of their allowable has prevented them from producing 

their fair share. 

We feel further thst unless these caaes* unleas these 

applications are denied* that not only will the correlative rights 

of the other operatora in the pool be lh danger, but that the entire 

proration system which has evolved over the last several yeara will 

be In danger. 

Shell again urges that these applications be denied. 

MR. NUTTER* Mr. Kaatler. 

MR. KASTLER; On behalf of Gulf I wish to state that the 

statutes provide for the prevention of waste and the protection of 

correlative rights. It is my opinion that the granting of the 

application will be entirely conelatent with theae principles. As 

our testimony has shown* the underproduction of the wells wss due 

• 
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to factors beyond the control of the operator and royalty owners. 

The cancellation of the underproduced allowables without affording 

every opportunity to the operatora and owners to produee their 

equitable share would impair correlative rights, while tha granting 

would not result in waste. As our testimony shows* none of the 

wells covered in this application is Incapable of producing the 

gas, if given a reasonable opportunity. 

I respectfully submit that the applications be granted. 

MR. CAMPBELL: I am supposed to make a very brief comment 

on behalf of Leonard Oil Company In connection with one of the Gulf 

casea. The Commission will recall that — Mr. Kaatler, of course, 

may reply if he wishes* X forgot l t . The Examiner will probably 

recall that several yeare ago when Gulf requested a 280 acre unit 

for the well, which X believe is ihe Ho. 2 well In the Jalmat Pool 

there, the application waa opposed by Leonard Oil Company. They 

requested that Gulf be required to establish two 160 acre proration 

units in the south half of Section 16, X believe it waa. The 

Commission saw fit to grant tha full 280 acre unit on the basis tha 

the rules as set up by the Oil Commission provided for such an 

arrangement. 

The Leonard Oil Company feels that if those rulea are props 

In this respect, they ought to be enforced In this respect, and 

they feel that the application of Gulf for the suspension of the 

cancellation of underage as to that particular unit should be denie 

MR. MUTTER: Mr. White. 

t 

c 

1. 
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Ml. WHITE I If the Examiner pita**, a brief statement on 

behalf of Texas Company. Much has been said about the waiving 

of the Commission's rules. 1 believe the Commission's rules from 

the outset are s t i l l construed to be very libersl, and they specifi 

cally provide for exceptions to the rulea. We are not asking the 

Commission to waive any of Its rules, but to again grant an excep­

tion to one of the existing rules, as it has dona in the past. 

If the Commission would recall, I think at leaat at I 

interpret Rule 836, which granted an exception to Rule 520, was 

baaed on the fact that there was lack of facilities. I think The 

Texas Company case is somewhat different than some of the others. 

I think we have extenuating circumstances. Our wells have been 

regarded as non-marginal wells. The Commission has assigned them 

s certain allowable, and it's only recently that the facilities 

have been Installed which would permit us to gain the benefit of 

the allowables that have been given to the wells. 

All that wa ask for is the opportunity to produce our port! 

and fair share from our wells. Much haa been said about the con­

tractual rights* « I suppose the inference is thst if the 

operator is diligent and the purchaser Is felling to live up to his 

contract, well, we have the courtroom door open to us. I think any 

operator would be hesitant In as a last resort to go into the court 

house against his own purchaser. 

Secondly, you would be merely inviting litigation on behalf 

of your royalty interest. 1 think the proper place te get relief, 

on 
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as has been tha custom in tha past, is before this Commission*. 

Thank you, 

MR* NUTTER: Any further statements? 

MR. MCCARTHY: I would like to say that with respect to 

Permian*s position, we feel that the Commission should not enforce 

its rule in this case just to be enforcing its rule. It seems to 

us that that is the only thing i t will accomplish, that the correla­

tive rights of the other producers aren't being affected by denying 

the application; the correlative rights of the applicants will be 

affected* 

As fer as the opportunity that the statute talks about, we 

feel that is the opportunity over the life of tho field, and when 

you consider i t in that light as six months* extension of these rul*s, 

i t appears to be a very reasonable time, so we would urge that the 

application be granted* 

MR. NUTTER: Any further statements? 

MR. COOLEY: If no further statements, the Commission has 

received a telegram from Skelly Oil Company, "Re: Examiner Cases 

1360, 1361, 1362 on gas balancing. For the record, we favor such 

balancing period as provided by present rules as a matter of 

principle and practical necessity. We take this position despite 

some of our wells that would benefit by holding balancing of 

underage in abeyance. If however any exceptions are granted it 

should be applied to all wells in the entire respective fields!" 

Signed, George W, Salinger, ' . 
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MR. NUTTER: Anything further in Cases 1360, 1361, and 

1362? If not, we will take the cases under advisement and recess 

the hearing u n t i l 9:00 o'clock in the morning at the Commission 

offices. 

(Recess.) 

* * * * * * * 
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