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BEFORE THE 
OIL CONSERVATION COMMISSION 

SANTA PE, NEW MEXICO 
DECEMBER 1?, 1958 

IN THE MATTER OP: s 
• 

CASE 1569 In the matter of the hearing called by the % 
Oil Conservation Commission on i t s own : 
motion to consider the promulgation of an : 
order prohibiting the flaring of casing­
head gas from o i l wells in San Juan, Rio 1 
Arriba, McKinley and Sandoval Counties, : 
New Mexico. : 

BEFORE: 

Edwin L, Mechem 
Hurray Morgan 
A. h. Porter 

2 M I S O U ? I OF _P R 0 C E E D I N S S 

MR. PORTER % Next case on the docket, Case 1569. 

MR. PAYJKE: Case 1569. I n the matter of the hearing 

cal led by the O i l Conservation Commission on i t s own motion to con­

sider tne promulgation o f an order p r o h i b i t i n g the f l a r i n g of cas-

in^liead gas from o i l we l l s i n San Juan, Rio A r r i b a , McKinley and 

Sandoval Counties, New Mexico. 

MR. COQLEX: I f i t please the Commission, I am Wi l l i am 

J . Cooley, appearing on behalf of the Commission. I have one w i t ­

ness I would l i k e to have sworn. 

(Witness sworn) 

MR. PORTER1 Mr. Cooley, before we proceed w i t h t h i s 
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witness, I would l i k e to ask for other appearances i n this case at 

this time. 

MR. WHITE; I f the Commission please, I am Charles 

White of Gilbert, White & Gilbert, Santa Pe, New Mexico, appearing 

on behalf of Sunray Mid-Continent and Skelly Oil Company. I f the 

Commission please, at thi s time I would l i k e to have permission to 

have associated with me i n t h i s ease two Tulsa, Oklahoma attorneys, 

Mr. William Loar, representing Sunray Mid-Continent, and George 

Sellinger, one of the attorneys for Skelly. 

MR. KELLAHIN; Jason Kellahin, Kellahin & Pox, Santa Po, 

New Mexico, appearing on behalf of the Amerada Corporation and 

Phill i p s Petroleum Company. 

MR. VERITY: George L. Verity, Farmington, appearing 

for Rex Moore and Vincent Montan. 

MR. NEWMAN: Ki r t Newman of Atwood & Nalone, Roswell, 

New Mexico, and Guy Buell from Fort Worth,Texas, appearing for Pan 

American Petroleum Corporation. 

MR. CLARENCE HINKLE, Roswell, New Mexico, appearing on 

behalf of the Humble Oil & Refining Company. 

MR. SPERLING: James E. Sperling, appearing on behalf 

of the B r i t i s h American Producing Company. 

MR. SETH; Oliver Seth, El Paso Natural. 

MR, SPANN: Charles C. Spann, El Paso Products. 

MR. PORTER: Mr. Cooley, you may proceed with your wit­

ness, please. 
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DAM HOTTER, 

ca l led as a witness., having been f i r s t duly sworn, t e s t i f i e d as 

f o l l o w s ; 

DIRECT EXAMINATION 

BY: MR. COOLEY: 

Q W i l l the witness state h i s name and p o s i t i o n , please? 

A Dan Nutter* chief engineer, O i l Conservation Coatsissior 

Q Mr. Nut ter , are you a graduate petroleum engineer? 

A Yes, s i r , I am, 

Q Would you state f r a n 'what school you received your de­

gree and what your background is? 

A I ho ld a degree i n petroleum engineering f rom the New 

Mexico School of Mines. I received t h i s degree i n the winter of 

1951. Subsequent to rece iv ing my degree, I went to work f o r Ph i l l3 

Petroleum Company, worked f o r that company u n t i l I received — or 

I worked f o r that company i n Texas, Kansas and New Mexico. I r e ­

signed and came to work f o r the O i l Conservation Commission Septem­

ber the 1st , 195k» and have been here since. 

Q Are you generally f a m i l i a r w i t h condit ions regarding 

production i n northwest New Mexico? 

A Yes, s i r , I am. 

Q Mr. Nut ter , Case lf?69 was ca l led on the motion o f the 

O i l Conservation Commission to consider the promulgation of orders 

p r o h i b i t i n g the f l a r i n g of gas i n San Juan, Rio A r r i b a , McKinley 

and Sandoval Counties, New Mexico, which I w i l l r e f e r here to as 

. 

ps 
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San Juan Basin. Have you made a study of casinghead gas i n San 

Juan Basin? 

A Yes, I have. 

Q Have you been able to determine the t o t a l quantity 

of casinghead gas that i s presently being produced i n the San Juan 

Basin? 

A Yea, I have. According to tiae calculations which I 

went through well by well, for every well i n the San Juan Basin, 

I estimate that approximately f o r t y m i l l i o n cubic feet of casing­

head gas ia produced per day at the present rate of allowable. 

Q Mr. Nutter, how did you obtain that t o t a l of f o r t y 

million? 

A I used the allowable for the wells tlines the o f f i c i a l 

gas-oil r a t i o as reported by the operators to the Commission dur­

ing the r a t i o tests last summer. 

Q Then, for the sake of c l a r i t y , the figure that you have 

come up — the f o r t y m i l l i o n , would be the amount of gas that would 

be produced incidental to the production of a l l o i l wells, o i l 

allowable? 

A That»a correct. 

Q, Was ther© any other method available to you, Mr. Mutter 

by which you could have computed the amount of casinghead gas being 

produced i n San Juan Basin? 

A There actually i s n ' t . Unless you have a meter on each 

lease measuring the output at the separator, any calculation of 
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6 
produced gas has got to be based on the gas -o i l r a t i o s . We had 

avai lab le to us the amount of gas that i s produced as reported by 

operators on the C-115 1a. However, I did not use that p a r t i c u l a r 

f i g u r e inasmuch as a l l operators have not reported casinghead gas, 

and i t would be an incomplete f i g u r e i f I were to use t h a t . 

Q Then, do you f e e l t a t a mere summarization of the 

amount of gas that i s reported to the Commission as having been 

produced on Form C-115 would be an inaccurate f igu re? 

A Yes, i t would be. 

Q Do you f e e l that the method of c a l cu l a t i on which you 

have used w i l l b r i n g us to a more accurate f i g u r e , the most accur­

ate f i g u r e that we could a r r ive at? 

A Yes, I believe i t i s a r e l i a b l e f i g u r e . 

Q Mr. Hut ter , I c a l l your a t t e n t i o n to a map placed on 

the b u l l e t i n board which has been marked f o r i d e n t i f i c a t i o n as 

Commission*s Exhib i t 1 , i n Case 1569, and ask you to explain the 

symbols, co lors , c i r c l e s and other matters shown thereon. 

A Yes, s i r . We have ~~ 

Q What i s the general area f i r s t covered by tlie map? 

A The general area covered by t h i s Exh ib i t i s the norther 

most p o r t i o n of Sandoval County, a l l o f Hio Ar r iba County, and a l l 

of San Juan County, A l l of the o i l wel l s that are i n th© basin are 

included i n the area covered by t h i s map w i t h ce r t a in few exception 

which l i e south o f the map. The amount of gas that i s produced by 

the pools and the we l l s which are not on the Bxhib i t i s a n e g l l g l b l 

B -

S 

e 
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7 
amount of gas. and I d i d n ' t f e e l that i t would even be worth while 

to c l u t t e r up the room w i t h a b ig map w i t h no more gas than would 

be shown by that other E x h i b i t . We have depicted by a colored dot 

a l l the wel l s which are c l a s s i f i e d by the Commission as o i l w e l l 

i n the San Juan Basin. The red dots indicate wel l s f o r which no — 

our f i l e s do not r e f l e c t any use of the gas f o r those we l l s . I 

rea l i se that i n some instances a po r t i on of t h i s gas i s used on the 

lease. Those are th© red dots. The blue dots ar© we l l s f o r which 

we have no reported GOR. Some of them are brand new completions, 

mid the GOR*a have not been f i l e d y e t . Some of them, I t h i n k , are 

next to being dry holes , and the operators have never f i l e d 116's 

on them. At any r a t e , the blue dots are not included i n t h i s c a l ­

cu la t ion of estimated gas that i s produced. The green dots i n d i ­

cate wel la producing gas, which gaa i s marketed. We have t h i s area 

here which i s marked i n — which i s the South Blanco To lc i t o Pool. 

The south i s compressed and put i n t o high pressure l i n e s i n t h i s 

area. Area P i s the Otero Gallup Pool. The gas i s compressed 

and put i n t o high pressure l i n e s . Area D which i s the Gallegos 

Gallup area 3 has a few l i t t l e green dots i n i t . This gas i s put 

i n t o high pressure l i n e s and at the crossroads of f o u r townships 

i n the cent ra l par t of the B i s t i Pool we have f o u r wel l s which are 

producing gas i n the LPG p i l o t area. This gas i s r e i n j e c t e d . I 

bel ieve that covers a l l o f the green dots on the map. Ther© are 

also qui te a number of yellow dots. A l l of the wel l s that are 

represented by yellow dots produce very small amounts of gas and 

s 

D E A R N L E Y - M E I E R & A S S O C I A T E S 

G E N E R A L L A W R E P O R T E R S 

A L B U Q U E R Q U E , N E W M E X I C O 

Phone CHope/ 3-6691 



8 
I n most cases i t was reported to the Commission as being too small 

to measure. The c i r c l e d areas are areas which we f e l t could be 

lumped together and studied as a whole, and they are i d e n t i f i e d on 

the Exhib i t as areas "A" through ttM.M 

Q And t o f u r t h e r expla in the meaning of the red dots, Mr. 

Hut t e r , we must assume, f o r the purpose of t h i s hear ing, f o r the 

most pa r t , that gas i s present ly being f l a red? 

A I believe that i s a good assumption to make. 

Q Mr. Hut ter , I now d i r e c t your a t t e n t i o n to the area i n 

the upper l e f t hand corner o f Exh ib i t 1 designated as area "A H ,and 

ask you to t e l l the Commission the common source of supply there 

involved and the amount o f gas being produced w i t h i n the red out­

l i n e o f tha t area? 

A Area *A" i s that area of San Juan County that has been 

designated by the Commission as the Verde-Gallup Pool producing 

from the Verde fo rmat ion . The area c i r c l e d i n red, exclusive of 

the yellow dots and blue dots, i s producing 822 MCP per day. 

Q How, Mr. Hut ter , would you proceed to the adjacent area 

marked as Area 8 B " , and t e l l the CoraKission what common source of 

supply that i s and how much gas i s being produced i n that area? 

A Area B B W l a tha t pool defined by the Commission as the 

Horse shoe-Gallup Pool producing from the Gallup fo rmat ion . The 

avai lable informat ion that we have indicates that approximately 297 

MCP are being produced i n the c i r c l e d area. 

Q W i l l you proceed to area "C" and t e l l the Commission — 
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A Area "Cn i s a new discovery. As a matter of f a c t , t h i 

i s on the docket f o r creation of th is pool today. I t i s known 

as the chimney Rock- 2t i s producing a t o t a l of 38 MCF per day. 

Q Proceed next to area n D H , please. 

A Area "D* i s the Sallegos-Gallup area, exclusive of the 

blue dots and the green dots* There i s a t o t a l amount of gas being 

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

Q Area nE* please. 

A Area n E n I c a l l the northern portion of th© B i s t i Pool. 

I broke the B i s t i i n four areas f o r th i s study. 1 c a l l t h i s the 

northern area on the B i s t i Pool, and l t i s producing 1,906 MCF per 

Q Area B F n . 

A Area *FM is the north central portion of the Bisti, and 

is producing 9,763 MCF per day. 

Q Proceed to nG.n 

A n G n i s south central portion of the B i s t i , and produces 

4,626 MCF per day, 

Q Area W H B . 

A Area M H H i s the southernmost portion of the B i s t i Pool. 

Ths wells are rather scattered i n that ©nd and produce only 768 MCF 

per day. 

Q Proceed to area M I . n 

A Area M I n i s c lass i f ied by the Commission as the Sscrltof-

Gallup Pool and produces a t o t a l of 619 MCF per day. 
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Q Area "J?" 

A Area w J a i s aa undesignated area l y i n g approximately a 

mile northeast of the Otero-Gallup Pool. There are two we l l s i n 

area flJw, 593 MCP per day. 

Q Area "K?" 

A Area R K W , two undesignated wel l s producing 69 MCP per 

day. 

Q Area "L?" 

A Undesignated area. I t i s i n the Skelly O i l Company's 

area producing from the Dakota, and makes about 273 MCP per day. 

Q Area M i s an anomaly as f a r as the Pictured C l i f f s f o r ­

mation i s concerned? 

A These are the two P i o t u r e d - C l i f f a o i l we l l s i n the basi 

and produce 93 MCP per day. I mentioned B N M and "P" a whi le ago. 

They are not c i r c l e d , however. 

Q Mr. Nut ter , i n your op in ion , are any of the areas "A" 

through "M1*, which you hav© jus t discussed, that produce such i n ­

s i g n i f i c a n t quan t i t i e s of gas as to warrant immediate exclusion 

from any f u r t h e r consideration i n t h i s n o - f l a r e case? 

A Yes, s i r , they are. Before going i n to those areas, 

however, I would l i k e to state tha t the areas that l i e o f f of t h i s 

map i n McKinley County and southern Sandoval County, a l l the wells 

which are outside the c i r c l e d areas should be immediately excluded 

from any f u r t h e r study. We have Rat t le Snakes tab le , Mesa -and 

n 
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Bloomfie ld , plus a few wildcat wells that are j u s t scattered here- a id 

there, which there i s no p r a c t i c a l way at the present time of gather­

ing the gas, and they should be immediately excluded and no f u r t h e r 

a t t e n t i o n paid to those w e l l s . How, the c i r c l e d areas that can be 

excluded, I bel ieve we can s t a r t w i t h area W B , " making 29? MCP per 

day. A good p o r t i o n of t h i s gas i s being used on the lease. I t is 

common knowledge that many of the operators don ' t have enough gas 

to run t h e i r pump u n i t s i n . area A,, that 822 MOP i s produced by a 

l o t o f we l l s , the average MCP i n there, or the average GOR i s verjy 

low. I see wel l s here tha t are making f i v e , two, seven, e igh t , 

three MCP per day* This i s a neg l ig ib l e quant i ty of gas. Any 

gathering l i nes i n the area would be extremely expensive to b u i l d , 

and u n t i l such time as ?erde-Gallup i s producing a l o t more gas 

than i t i s at the present t ime, I don ' t t h ink we should be too 

concerned w i t h the small quant i ty of gas that i s being f l a r e d i n 

the area. 

Proceeding next to area * B , M the Horseshoe-Gallup area, 

we have low GOR i n there. There i s one that has three MCF per day 

product ion. I t i s a top allowable w e l l , too . Some of them are 

neg l i g ib l e quan t i t i e s o f gas. I believe that considering the 

amount of gas that i a used f o r operation of the lease i n Horseshoe 

as compared to the amount of gas that i s produced, that i t should 

be excluded. 

Area n C" l a the l i t t l e Chimney area w i t h 38 MCF. I don' t 

t h ink anyone would want to l ay a l i n e very f a r f o r t ha t . 
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L2 
MR. PORTERs Mr. Kutter, may I in terrupt juat a minute? 

What was the t o t a l production from the Horseshoe-Gallup which you 

previously gave? 

A 297 MCP. 

MR. PORTER? Thank you. 

A Skipping on down to area "K" where two wells are rather 

widely scattered, being about two miles apart, and producing 69 

MCP, I think that t h i s could be eliminated. Area "M" where the 

Pictured C l i f f s wells ar® making 98 MCF a day, should be excluded. 

Q Mow, as a resume, you have recommended exclusion from 

consideration of areas "A," WB,W "G,5* *K," and WM," i s that correct)? 

A That i s correct. 

Q Mr. Hutter, i t would appear that certain other areas 

such as area "I," "J," and "L" produce small quantities of gas 

likewise. Why are they not being excluded? 

A Let's take "I B f i r s t with 619 MCF of gas per day. Therje 

is a p o s s i b i l i t y that this quantity of gas, i f l t were gathered and 

put into lines, would pay for the compression f a c i l i t i e s and the 

lines. I believe that this area should be the subject of further 

study. 

Q What i s i t s position, the position of area "I" relative 

to gas gathering f a c i l i t i e s i n tiae area? 

A I t i s several miles from the nearest gas gathering 

f a c i l i t i e s . Hot only would the gathering lines have to be l a i d , 

but a truck line to the nearest f a c i l i t i e s would also have to be 
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13 
extended. 

Q Then, why was area "J" riot excluded, w i t h only two 

wells? 

A Area l , J" i s producing almost 600 MCP per day and i s 

only a mile away from e x i s t i n g f a c i l i t i e s which are compressing 

gas. 1 believe that i t w i l l be economically f ea s ib l e to put t h i s 

gas i n w i t h the Otero-Gallup gas. However, u n t i l a cost analysis 

i s made, I suggest tha t t h i s jus t be continued f o r f u r t h e r study. 

Q Now, i s th© adjacent gas gathering f a c i l i t i e s and com­

pressing f a c i l i t i e s to which you refer red* th© green area marked 

A Yes, s i r , that i s the Otero-Gallup Pool. These two 

wel l s are a mile from t h a t . 

Q Thank you. What about area B L? H 

A Area n L n i s producing 273 HOP of gas per day. I t i s 

i n an area where there i s h igh pressure gathering f a c i l i t i e s f o r 

the gas pools up there, and t h i s gas could be put i n w i t h a h igh 

pressure gas i f compression f a c i l i t i e s were i n s t a l l e d . I suggest 

tha t a cost analysis be made of t h i s area to determine the f e a s i ­

b i l i t y of i t . 

MR. PORTER: Mr. Nut ter , do you have an idea of how 

f a r i t i s to the h igh pressure system that you are t a l k i n g about? 

A Wel l , there are gas we l l s i n the immediate area. Ha l f 

a mile away there i s a gas w e l l . 

MR. PORTERs Wi th in two miles? 
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I L 

A Yes, s i r . Of course, the lines w i l l probably hams to 

be enlarged to handle the additional gas,or may have to be, let's 

put i t that way. That i s the reason for the cost analysis. 

Q Then to summarize, i s i t your opinion that areas " 1 , " 

"J," and "L B as shown on Exhibit 1 should be given further detailed 

study to determine whether — the f e a s i b i l i t y of gathering the gas 

i n that area? 

A Yes, s i r , I believe a thorough cost analysis should be 

made f o r those areas. 

Q Mr. Sutter, i s there any area shown on Exhibit 1 which, 

i n your opinion, presently produces sufficient quantities of casingj-

head gas to warrant th© immediate construction of gas gathering 

f a c i l i t i e s ? 

A Yes, s i r . While I haven't had the f a c i l i t i e s to make 

an accurate analysis of the cost of the gathering f a c i l i t i e s and 

so f o r t h , I am sure that i t i s economically feasible to gather the 

gas i n the areas marked HD," "3," "F," HQ,n and at least a portion 

of "H.H 

Q What i s the t o t a l gas produced i n those fi v e areas, Mr. 

Hutter? 

A Total gas produced i n these five areas i s almost twentyj-

six m i l l i o n cubic feet per day. 

Q Mr. Nutter, do you have any idea of what the going 

price f o r casinghead gas would be i n that area? 

A Well, i t ' s a l l according to the individual contract. 
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te 
At the very minimum of ten cents per MCP w e l l , f i r s t l e t ' s take 

t h i s twenty-six m i l l i o n cubic f ee t pa- day t h a t ' s produced, and 

w e ' l l have to exclude at least ten percent of t h i s as lease us© 

gas. This i s a h igh f i g u r e f o r some operators? i t i s a low f i g ­

ure f o r other operators. I believe the ten percent f i g u r e i s a 

p r e t t y f a i r average, however, f o r the pool ss a whole, and i f we 

take o f f about twenty-six hundred MCF per day f o r lease use, we 

have remaining about twenty-three m i l l i o n cubic f ee t per day. I 

th ink that gas pr ices range i n the Pour Corners area from ten cents 

to twenty-one cents. I f we were to convert t h i s amount of gas that 

i s being f l a r e d i n t o a do l l a r s and cents value, we come up w i t h a 

f i g u r e of anywhere f rom twenty-three hundred do l l a r s to f o r t y - e i g h t 

hundred d o l l a r s worth of gas per day that i s being f l a r e d from 

these f i v e areas. 

Q Do you have any other i n d i c i a , Mr. Nutter , which would 

lead you to bel ieve that i t i s f ea s ib l e to construct gathering 

f a c i l i t i e s i n areas " D , n "TS," " F , " ^ and "S?" 

A Oh, I th ink that i t i s evident that i t i s f eas ib l e i n ­

asmuch as one of the larger gas companies i n the country has made 

app l ica t ion to the F . ?.C. f o r the au tho r i ty t o b u i l d these f a c i l i ­

t i e s . I bel ieve the gas company would have probably made the analyj-

sis of whether the gas could be gathered economically and prac t icab ly 

before they put i n t h i s a p p l i c a t i o n . 

Q I n conclusion, then, Mr. Nutter , w i t h regard to these 

areas, i s i t your opinion that the gas being f l a r e d i n those areas 
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ia preventable waste? 

A I believe i t i s preventable waste, yes. 

Q What are some of the methods by which this wast© could 

be prevented, Mr. Sutter? 

A Well, there slight be three ways of doing i t . You could 

store the gas after you produce I t , but that i s not a very practicajl 

solution. You could market the gas, or you could reinject the gas, 

store i t i n the ground. 

Q Is there also another method of preventing this waste, 

Mr. Hutter? 

A Yes, s i r . 

Q What would that be? 

A That would be curtai lment of the product ion. 

Q U n t i l such time as gathering f a c i l i t i e s are constructed!? 

A Gathering f a c i l i t i e s or compression f a c i l i t i e s or r e i n ­

j e c t i o n f a c i l i t i e s . 

Q Do you have any recommendation as to what course of 

ac t ion , which of these a l t e rna t ives the Commission should take i n 

t h i s regard? 

A Ho, I haven ' t . I t h ink t h a t ' s the Commission's problerr 

and I don't f e e l r e a l l y q u a l i f i e d to say which of these various 

a l t e rna t ives would be the best . 

Q Do you have anything f u r t h e r that you would l i k e to 

present i n a general way i n t h i s regard, Mr. Nutter? 

A I don ' t believe so. 
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MR. COOLEYs That concludes our witness' testimony, Mr. 

Commissioner. I would l i k e at this time to introduce Commission's 

Exhibit 1 i n Case 1569, which according to the testimony of the 

witness, was prepared by him under his supervision. 

MR. PORTERs Any objection to the admission of the Com­

mission's Exhibit Ho. 1? I t w i l l be admitted. Any questions of 

Mr. Nutter? 

MR. KELLAHIN; I f the Commission please, I would lik e 

to ask the witness one question. 

CROSS EXAMINATION 

BY: MR. KELLAHIN: 

Q In computing the amount of gas which i s being produced, 

as I understand, you took the allowable and multiplied i t times the 

OCR, that's the basis of your calculation? 

A Yes, s i r . 

Q That would ac tua l ly be a maximum f i g u r e , would i t not? 

A Yes, s i r , and i t might be a minimum f i g u r e too . I n sorrje 

instances the OCR's have increased since the GOR tes t was taken 

l a s t summer. 

Q The most recent GOR i s from l a s t summer? 

A Yes, sir,, i n most cases. 

Q, But assuming that aany of the wells i n the area do not 

make their allowable, then i t would not be a r e a l i s t i c figure to 

that extent? 

A I f the well were not producing i t s allowable, i t would 
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probably be a l i t t l e high, providing the GOR would be constant. 

Q Any increase i n the GOR would probably be counter­

balanced by production of the well? 

A Yes, s i r . I n many cases, yes, s i r . 

MR. VERITY* Mr. Nutter, I believe you said that part 

of "H" was i n the area that you recommended something immediately 

be done about. Would you t e l l us about i t and explain that f o r 

us, please? 

A Well, there are f i v e wells i n the extreme northeast 

portion — 

MR. COOLEY: Northeast? 

A Northwest portion of " H , n whioh i f area "G" i s con­

sidered — has to be with "G. n Perhaps balloon No, "G" should hav< 

extended a l i t t l e f u r t he r . Then there i s another cluster of f i v e 

wells i n sections 3,9 and 17 of Township 2L\. North, 9 West, I be­

lieve that these should also be considered i n the B i s t i as part of 

the B i s t i as a whole. The remaining f i v e wells are scattered and 

should probably receive very serious consideration before anything 

i s done on them. 

Q I wonder i f i t would be possible f o r you, f o r the Com­

mission to fu rn i sh either a description or a map that would desig­

nate descriptions i n these areas that you are re fe r r ing to — 

A You mean these f i v e wells — 

Q — so that we can know. 

A The f i v e wells that I just referred to that are scatte 

Q Yes, and also "P" and B G n there. 

p 
i 
1 

i 
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A Wel l , I can describe these various balloons at the 

points they are t i e d t o . 

Q A l l r i g h t , i f you would, that would be f i n ® . 

A The nor th po r t ion of the B i s t i Pool i a designated as 

area R E . B Tha northernmost wel l* which i t takes i n , i s a B r i t i s h 

American Well located i n th© SW/lj. of the SE/k of Section 13, Town­

ship 26 North, l l j . West. Balloon No."ER extends down to and include 

a l l of the wel l s f rom there southeast, f rom t h i s B r i t i s h American 

Wel l , southeast to the LPG- p i l o t area. A l l the wel l s I n Section 36 

of 26 13 are included i n "SU* A l l of the wel l s i n Section 1 of 25 

13 are included i n HE*' wi th the exception of a w e l l i n the ME/k of 

th© SEA of Section 1 .Balloon "P," takes o f f where ballocn"E" leave 

o f f and takes i n a l l o f the we l l s i n the B i s t i Pool west of the 

l i n e which d iv ides Township 25 North, Range 11 West i n t o the east 

h a l f and the west h a l f . That ' s a hard descr ip t ion to f o l l o w , I 

grant you. BGM commences at that point i n the middle of Township 

25, 11> and goes down and includes a l l o f the wel l s west of Section 

2, and inc lud ing the wel l s i n section 2 of Township 21$. North, 10 

West.Balloon "H" Includes the wel l s i n Sections 1 , 12 and 13 of 

Township — cor rec t ion —balloon M H H includes a l l the wel l s i n 

Sections 1, 12 and 13 o f Township 2k North, Range 10 West, and ex­

tends southeast to and inc lud ing th® wel l s located i n Sections 19 

and 30 of Township 2k North, 8 West. 

MR. PORTERi Anyone else have a question of Mr. Nutter? 

I don't t h ink he thought he would get o f f t h i s l i g h t . The witness 

s 

s 
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may be excused. 

(Witness excused) 

MR. PORTERs Anyone else have further testimony to 

offer? 

MR. SETH: I f the Commission please. E l Paso Natural 

Gas Company intended to make a statement from the f l o o r i n t h i s 

case, but i n view of the f a c t that the statement contains consider­

able amount of f a c t ma te r i a l , w© thought the Commission would 

p re fe r i t be given under oath, 

MR. PORTER: The Commission would p r e f e r . 

MR. SETH: We would l i k e to have Mr. Woodruff give a 

statement under oath . W© don' t intend to put i a a cas® under any 

sense, but Just a statement. 

(Witness sworn) 

P. NORMAN WOODRWP, 

ca l led as a witness, having been f i r s t duly sworn, t e s t i f i e d as 

f o l l o w s : 

DIRECT EXAMINATION 

BY: MR, SETH: 

Q W i l l you please state your name and by whom you are em­

ployed, Mr. Woodruff? 

A My name i s P. Norman Woodruff. I am employed by El 

Paso Natural Gas Company as the i r manager of gas proration opera­

tions. 

Q Would you make your statement, please? 
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A Yea, s i r . I m authorised by Sl Paso Hatural Gas 

Coapany, which I ahall refer to as Sl Paso, to make th i s statement 

on behalf of El Paso. 

El Paso has negotiated contracts f o r purchase of casing­

head gas from producers i n th© Bisti»Gallup and 0-a 11 egos~G-&Hup 

Oi l Pools, j o i n t l y referred to as the " B i s t i Area" and has signed 

28 contracts wi th producers covering the major portion of casing­

head gas produced from the known productive areas l n these two 

pools. These contracts generally are conditioned upon both buyer 

and seller obtaining from the Federal Power Commission Certificates 

of Public Convenience and Necessity, i n form and substance satis­

factory to the respective receiving parties, permitting, i n the 

case of El Paso, the construction, ownership and operation of the 

f a c i l i t i e s necessary f o r Bl Paso to receive, process and market 

gas covered by the contracts and, i n the case of the sel ler , the 

delivery of gas to El Paso under the provisions of the contract. 

I f El Paso and the respective sellers have not obtained satisfac* 

tory ce r t i f i ca tes by a specified date either has the r ight to 

terminate the agreement upon t h i r t y days notice. This date has 

passed as to some of these contracts and other contracts w i l l soon 

be subject to termination, 11 Paso expects to obtain extensions 

of time from the producers. The contracts contemplate delivery at 

a pressure of 15 psig and reserve to the producer the r igh t to use 

his share of residue gas f o r lease use and f o r pressure mainten­

ance, repressuring and gas l i f t operations. El Paso does not 
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cu r ren t ly have informat ion concerning the volumes which w i l l be 

reserved by the several operators. The volumes used f o r these pur­

poses w i l l depend upon studies now being made. 

E l Paso's estimates f i l e d w i t h the Federal Power Commiss­

ion under Docket Ho. Gh* 15696 p ro jec t casinghead gas production sub­

sequent to January 1s t , 1953 of 210.5 b i l l i o n cubic f e e t from the 

B i s t i Pool and 70.1 b i l l i o n cubic f e e t f rom the Gallegos Pool. E l 

Paso's contracts do not cover t h i s en t i r e quan t i ty . 

On July 29* 1953 El Paso f i l e d w i t h the Federal Power 

Commission an app l i c a t i on undar Docket Ho. G-15696 f o r a C e r t i f i ­

cate of Publie Convenience and Necessity to de l iver gas to P a c i f i c 

Gas and E l e c t r i c Company. The app l i ca t i on sought approval f o r 

f a c i l i t i e s necessary to commence de l ive r i es of 100 m i l l i o n cubic 

f e e t per day on November 1 , 1959, inc lud ing 15 m i l l i o n cubic f e e t 

per day from the B i s t i Area as a po r t i on of the gas to be marketed. 

This w i l l require const ruct ion of f i e l d gathering f a c i l i t i e s , f i e l d 

transmission p ipe l ines and expansion of the Company's Chaco Gasolir 

Plant and Chaco Compressor Sta t ion as w e l l as a d d i t i o n a l compress­

i o n , gathering and transmission f a c i l i t i e s i n other por t ions o f the 

Company's system. Estimated cost f o r th® en t i r e p ro jec t i s 

147,270,000.00, of which the cost of f a c i l i t i e s necessary to gather 

process and compress casinghead gas f o r de l ivery i n t o the p ipe l ine 

i n the B i s t i Area i s approximately 5 m i l l i o n d o l l a r s . 

On November 13, 1953, pursuant to a request made by El 

Paso, Federal Power Commission granted temporary au thor i ty to E l 

i 

! 
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Paso to build f a c i l i t i e s designed to take and process approximately 

10 m i l l i o n cubic feet of casinghead gas per day from the B i s t i Area 

at a cost of approximately L\ m i l l i o n dollars. So far as the Company 

Is aware no request for temporary c e r t i f i c a t e has been made by any 

operator. 

On November 20, 1958 Federal Power Commission advised El 

Paso that the Special Subcommittee on Legislative Oversight of the 

House Committee on Interstate and Foreign Commerce has questioned 

the Commission's action i n issuing temporary certificates as being 

contrary to the provisions of the Natural Gas Act. A copy of the 

Federal Power Commission l e t t e r i s attached to t h i s statement. 

Upon receipt of t h i s information El Paso's management determined 

that i t should not at t h i s time proceed with construction of f a c i l i ­

t i e s under a temporary c e r t i f i c a t e . 

There are many questions to be answered prior to commence­

ment of construction work f o r El Paso's f a c i l i t i e s . The volumes 

of casinghead gas that w i l l be available for extraction of liquids 

and the volumes of residue gas which w i l l be available for the 

pipeline w i l l depend upon determination as to methods of unit opera­

tions and secondary recovery projects which are now under study. 

The capacity and cost of the f a c i l i t i e s to be constructed w i l l de­

pend upon the volumes available and the times when such volumes 

w i l l be available. Faced with these uncertainties, u n t i l perman­

ent certificates be issued, El Paso can not give fi r m assurance of 

the date when f a c i l i t i e s w i l l be b u i l t and ready to take casinghead 
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gas f r o a tbe B i s t i Area. 

That concludes the statement on behalf of Sl Paso Natural 

Gas Company. 

MB. PORTERS Anyone have a question of Mr. Woodruff 

concerning any portion of h i s statement? You may be excused. 

{Witness excused) 

MR. PORTERs I would l i ke to make an observation as 

f a r as i t relates to conservation of gas. Maybe th i s committee was 

wel l named, Legislative Oversight Committee. 

Anyone else have any statement? Mr, Loar. 

MR. LOAR* I f the Commission please, I am William L. 

Loar with Sunray Mid-Continent Company. I would l i k e to make a 

statement concerning the B i s t i F ie ld , i f I may. 

MR. PORTERS Tea. 

MR. LOARs Sunray Mid-Continent i s an operator of the 

Blsti-Gallup Oi l Pool. In July of 1957, fol lowing several opera­

tors 1 meetings, we f i l e d an application to in j ec t LPS followed by 

dry gas in to a well d r i l l e d at the intersection of Townships 25 

North, 26 North, Ranges 12 and 13 West. Pursuant to the hearing 

i n July, the G i l Conservation Commission granted th© necessary ap­

proval. In August of 1957 LPG was injected into the wel l followed 

by ths in jec t ion of dry gas, Since that time Sunray Mid-Continent, 

as operator, has been in jec t ing gas into that w e l l . I t should be 

especially noted that th i s project was participated i n by Ph i l l ip s , 

El Paso, B r i t i s h American, Shell and Sunray Mid-Continent. Many 
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operators donated engineering and other type* of technical advice« 

Ail of the gae pyodttotd ia tfoe pilot project is being utilised ia 

the operation of ths project or injected ia the reservoir. The 

pilot project la s t i l l being evaluated and is performing in accord­

ance with our init ial engineering project. Sunray engineering is 

quite pleased with the LFG gas injection. We believe this is a 

feasible means of recovering oi l from the Bisti Lower Gallup Oil 

reservoir, which might not ottaareiwi be reeovered. During this 

some period Suearay f-iid-Continent and the other operators in the 

Bisti Field vest of the Carson IBait have been conducting engineer­

ing studies in preparation toward unitization. One of th© reasons 

i t has taken so long Is that the constant development and addition 

of new wells during that time have made the engineers review their 

study periodically. 

On December the 4th, 1953, early this month, a meeting was 

held in our off lee in Tulsa to diacuss unitization, and the en­

gineering report at that meeting partly agreed upon a participatior 

formula for the area east of the township line between Ranges 12 az 

13 West, and west of the Shell acreage immediately west of the She I 

Carson Unit. Operation agreements are being prepared and will be 

submitted to the operators soon for their study and consideration. 

In connection with this, sunray Kid-Continent will recommend to tbi 

operators that LPG — that an LPG ges injection program be adopted 

for this unit, and l t would necessarily follow that we would recom-

mend, and the operators would utilize a l l the gas currently product 

1 
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On December 10th, 1958* last week, the Oil Conservation 

Commission, upon the application of Sunray Mid-Continent, held a 

hearing at which time we requested permission to inject the gas 

produced on our Federal C lease consisting of approximately 

2,000 acres into the Lower Gallup formation i n our Federal C 18 

Well. The order has not been issued yet. We have, however, con-
i 

structed a gas gathering system to serve this lease, connecting, I 

believe, a l l of the tank batteries and tying them i n , into what we 

hoped to be the approved i n i t i a l injection well. The compressor to 

inject this gas i s on order and delivery i s expected sometime this 

month, We have done a l l t h i s , of course, on the assumption that flie 

Cojaaission w i l l grant the order we have requested. I t was our pro­

posal, that pending unitization of this area,that gas should be i n ­

jected to conserve the gas and help maintain reservoii^ pressure. New 

then,for the area commonly referred to as the southeast Bisti,which 

would encompass a portion of "F" and maybe a portion of MGn on Mr. 

Nutter 1s Exhibit No.1, an engineering committee meeting has been cal­

led f o r January 9 at our office i n Tulsa. Now, we have attempted to 

invite every operator that i s within the area that the Commission 
has designated wi th in the B i s t i pool i n that area. The purpose of 

th i s meeting w i l l be to continue assembling data and commencing en* 

gineering study to determine the f e a s i b i l i t y of uni t iza t ion and 

secondary recovery operation. I t i s then anticipated that th© ope: 

tors i n the southeast B i s t i area w i l l benefit by the experience 

gained i n the northwest B i s t i area, and the i r e f f o r t s w i l l proceed 

•a-
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rapidly . In the southeast B i s t i area Sunray Mid-Continent and Sin­

c l a i r , who i s a working interest owner i n fee wells they operate ther 

are currently negotiating with El Paso f o r disposition of their gas 

i n that area pending un i t i za t ion . I t should be kept i n mind, we be­

l ieve, that the B i s t i Field i s a r e l a t ive ly new f i e l d , and develop­

ment has been going on constantly since the discovery well was com­

pleted i n , I believe,1956. Sunray Mid-Continent believes that the 

operators i n the entire B i s t i F ie ld have been di l igent i n their ef­

f o r t s to conserve gas and to get secondary recovery operations under 

way. I f the Commission desires any information, any additional i n ­

formation, we w i l l submit i t i n w r i t i n g , or we w i l l make a qual i f ied 

witness available, 

MR. VERITY: George Veri ty appearing on behalf of Rex 

Moore. Mr. Moore i s interested i n the southeast B i s t i area, and I 

would l i ke to make a statement f o r him to the e f fec t that he has 

signed a contract with El Paso Natural, who, as you have alraady 

heard, i s endeavoring to conserve and take the casinghead gas i n 

th i s area. In addition to that , at the present time he i s conduct­

ing an engineering survey to in jec t h i s own seven wells and fur ther 

locations that he has to be d r i l l e d , and desires and w i l l certainly 

cooperate i n every way with other operators i n th© area to work out 

any unit ized program. But, i n his behalf, I want to urge 

upon the Commission the f ac t that these studies can't 

be made just over night, and I am sure that Mr, Nutter 

of the Commission has not drawn his conclusions quickly or i n a 

e, 
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matter of days. And I would l i k e to point out that i t takes time 

to collect a l l the data and make the proper studies and to go into 

these matters, and we, i n his behalf, I certainly would urge upon 

th i s Commission that they not make a ru l ing u n t i l such time as we 

have an opportunity to present evidence fol lowing conclusions based 

upon proper engineering and fac tual studies. 

MR. PORTERj rou are moving f o r a continuance of the 

case, Mr. Verity? 

MR. VERITY*. Well, on behalf of Mr. Moore I am cer­

t a in ly moving we be given an opportunity at a la ter date a f te r he 

can draw proper conclusions to present his conclusions on the matter 

yes, s i r . 

MR. SELINGER: I f the Commission please, George W. 

Selinger f o r Skelly Oi l Company . Unless the Cousaission gets the ern 

roneous idea that the meager e f f o r t s of the operators f o r secondary 

recovery and LPG insertion into the reservoir i s the sole answer, I 

want to quickly dispel that because i t i s impossible to dispose of 

a l l of the huge volumes of gas by that method. The use of gas i n ­

ject ion and lease operation use i s just a small par t . Eventually, 

a market w i l l have to be ascertained and given f o r this area. I t 

should likewise be quite obvious to th i s Commission, as well as the 

Industry as a whole, that fee diiessaa we are In now i s purely the 

working and machination of the FPO i n i t a confused stage i n t ry ing 

to determine i t s own ju r i sd i c t ion and authorization. I want to 

speak not only on behalf of the state but the industry. We know noi 

i 
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whither we go. Because the FPC had juri s d i c t i o n for temporary permits, 

i t finds i t i s now being questioned by Congress, so that th® purposes 

of the industry for secondary recovery projects and for unitization 

i s only i t s part of trying to aid the state i n trying to work out 

something which the state i t s e l f i s powerless i n view of the PPC ac­

tio n , so eventually we w i l l have to be faced with a matter of f i n d ­

ing a market and disposing of i t . Bl Paso, as a possible market for 

the basin, has been magnifleant i n i t s cooperation with not only the 

state but the industry, We, therefore, think you cannot really, 

purely on the experimentation that the industry i s doing now with 

respect to secondary recovery and gas injection, because obviously 

the huge volumes of gas cannot a l l be put back into tha ground. Such 

a path taken by the state would actually impede the progress of the 

industry i n i t s studies of such a project rather than aid I t . So, 

I f o r one, would beg the Commission not to be ha s t i l y stampeded into 

thinking that that i s the sole answer for our problem, and i t i s n ' t , 

float operators, including Skelly, have signed contracts with, and 

dedicated their acreage with El Paso. The industry has done a l l i t 

can. The state can aid up to a certain point, and then i t gets be­

yond even your j u r i s d i c t i o n . So that we think that rather than 

hasty action, we believe, li k e Mr. Verity, that we should be a l i t t l a 

cautious about how we proceed, and probably i n the next three or four9 

or f i v e months we may get an answer as to the FPC dilemma, so w© 

would recommend that, and I believe i n the preliminary studies betwe»n 

EO. Paso and some other producers and operators, some anticipation was 
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ai&de as to, or prognostication, as to a l i g h t around March. ¥© wouljd 

suggest that the Commission postpone th i s hearing to the March serie 

of hearings and that the recommendation that Mr. Hutter* made with 

respect to certain pools for further study be carried into effect 

now. Por example, on area "L" which happens to be two Skelly wells 

i n the Dakota, o i l wells, the information he has i s already outdated). 

The volume of gas i s beyond half of the 279,000 cubic feet that his 

study i s based on, and instead of flowing wells we have pumping 

wells, and I think by March wet 11 have sufficient information with 

respect to the three pools that he has recoiaaended f o r further study 

and we may see some gleam of l i g h t down the road as to what the FPC 

and Congress i s going to do by March. So we would suggest to the 

Commission that the matter be continued to March and the efforts 

that Mr. Mutter referred to with respect to the various other fi e l d s 

be carried forward. 

MR. SPERLING: I f the Commission please, on behalf of 

Briti s h American, we have not prepared any formal statement, but we 

do have some information as to what B r i t i s h American has done and 

what they contemplate doing with reference to disposal of gas. I 

think t h i s information w i l l be of interest. Incidentally, the In­

formation collected, presented to me, I believe, represents more curj-

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

his study. Now, the area i n which B r i t i s h American i s primarily cori-

cerned Is the area designated as n E n on the Exhibit. B r i t i s h Ameri­

can operates thirty-two wells i n that area, and Immediate opera-
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tore, that i s , offsetting operators in that area with substantial 

holdings which include Skelly and Phill ips. Present total gas pro­

duction from the British American leases in the area designated as 

n E 9 i s 46,330 MCF per month, of which lease use requires 3,300 MCF 

leaving for disposal either by injection or sale 43,030 MCF per 

month. British American presently i s carrying on an LPS injection 

pilot project, and in the course of this project i s uti l iz ing 

12,300 MCF per month. That represents 29 percent of the total gas 

available for disposal which i s presently being used in the injec­

tion system. 

There i s pending before the Commission an application for 

an injection system which i t i s anticipated wi l l uti l ize 16,000 

MCF. This volume represents 37 percent of the total gas available, 

and the combination of the two projects represents a utilisation 

of 66 percent of the total gaa produced from these leases. In 

other words, 66 percent wi l l be produced back into the Gallup reser-

voir. As a part of the pending application, the Commission has beej 

requested to expand the system administratively in the event that 

the studies and information which i s obtained from the operation 

of the project warrants aueh an expansion. I f the success of the 

project i s notable, substantially a l l of the gas presently pro­

duced wi l l be used in connection with the Injection system. In 

addition, British American has entered into negotiations with Sl 

Paso Hatural for the sale of the casinghead gas, depending, of 

course, upon the volumes that are available. The form of the con-

i 
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t rac t la substantially i n i t s part iculars as recited by Mr. Woodruff 

I certainly concur "with Mr. Loar's statement to the e f fec t 

that the operators i n the area have been d i l igent in their e f f o r t s 

to conserve th i s gas. Nows presently negotiations are under way for 

the formation of a unit i n the area designated, as B E." On December 

the 4th a meeting was held f o r the purpose of discussing the i n i t i a l 

detai ls , and an engineering committee was formed at that time. I t 

i s anticipated that B r i t i s h American w i l l be the operator of th is 

uni t , and certainly the engineering reports which come as a result 

of the study w i l l be of great assistance to everyone concerned i n 

making a wise decision concerning u t i l i z a t i o n of th i s gaa. Thank 

you. 

MR. BTJELL: May i t please the Commission, I am Guy Buell 

f o r Pan American Corporation. Pan American i s the operator of f i v e 

wells i n the B i s t i Pool, and three wells i n the Gallegos Pool. 

Casinghead gas from these wells are consigned to El Paso. In the 

interest of saving time, I generally concur i n the statement of 

S k e l l y . 

MR. KELLAHIN: I f the Commission please, I am Jason Kel­

lahin f o r American Petroleum Corporation and Ph i l l ips Petroleum Com­

pany. We appreciate the concern of the Commission over the amount 

of gas which is being vented or f l a red i n the two pools involved. 

According to Mr. Nutter 's reecattaendatlons and the f igures given by 

Mr. Nutter, they indicate that the Commission i s properly concerned 

However, we would l ike to point out that , i n our opinion, 

* 

! 
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ft shut-in order which would be the result of a no-flare order on 

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

the Commission to consider at this time. There have already been 

statements made which show that the operators have been quite d i l i ­

gent in seeking to prevent waste of the gas in the two pools. In 

addition to those cases, which are pending before the Commission at 

the present tiae, which were mentioned by Mr. Loar, I would like to 

also mention the cases which the Commission heard, I believe i t was 

last month, and referred to the Gallegos Pool whereby the opera­

tors were seeking an order for interrupted production of o i l in 

order to prevent the production of excessive amounts of gas, and 

throughout the operation of these two pools the operators have 

been quite diligent in seeking to achieve a beneficial use of the 

gas through reinjeetion and through seeking markets and by other me 

which have already been mentioned. 

Some waste, of course, is inevitable in the operation of 

any o i l pool. The only way to prevent waste i s just not to produce 

the o i l , but at that stage i t becomes a matter of degree and what 

i s the most beneficial for the operation of the pool. 

We feel that pending further study and an opportunity to 

secure a market, which i s diligently being sought, the pool should 

be continued under present operations, or, at best, i f the Commiss­

ion feels something must be done, that perhaps restricted productic 

but no further than that. We do not favor restricted production, 

we do not think i t i s justified, but we certainly think that a no-

ana 

n, 
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f l a r e order i s indicated by the Commission on these two pools . 

The s i t u a t i o n i s qui te d i f f e r e n t from that which occurred i n other 

areas where a shut - in order was Issued, ae the Commission w e l l 

knows. I n the f i r s t place, our production i s subject to p ro ra t ion 

and the volumes o f gas are he ld down on account of the r e s t r i c t e d 

production i n the pools. The indus t ry w i t h the consent and approva 

of the State Federal Regulator Bodies are continuing to seek a bene 

f i c i a l use of a l l the gas that i s being produced, and Amerada 

Petroleum Corporation i s p a r t i c i p a t i n g wi th Sunray Mid-Continent 

i n an attempt to form a u n i t which would taka care of large volumes 

of gas that are being produced i n that p a r t i c u l a r area. Insofar 

aa P h i l l i p s i s concerned,in the B i s t i F i e l d P h i l l i p s has leases on 

a thousand nine hundred twenty-one acres, and operates nine wel l s 

on three leases; i n add i t i on , have an in t e res t of eight wel l s 

i n the Carson U n i t . And on October 22, 1958 P h i l l i p s made a gas 

sale contract w i t h Bl Paso which i s the most l o g i c a l market i n the 

area, and they have applied to the Federal Power Commission f o r 

c e r t i f i c a t e to s e l l t h i s gas. They have done a l l that i s possible 

f o r them to do at t h i s stage i n obtaining a market and pending the 

approval by the F.P.C. and the i n s t a l l a t i o n of gathering f a c i l i t i e s 

on the par t of E l Paso on t h e i r receiv ing approval from the F . P . C ; 

there i s nothing more that can be done i n the way of obtaining a 

market. 

We j o i n w i t h the suggestion which was made by Mr. Selinger 

that a f u r t h e r study be given to t h i s matter and the case be held 

1 
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open until tne March hearing. 

MR. HINKLE: If the Commission please, Humble Oil & Re­

fining Company would like to endorse generally the statements which 

hare been made here. I don't think the situation warrants any 

hasty action by the Commission. I t ' s evident that i t i s going to 

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

after i t i s acted upon favorably,it w i l l take some time for E l 

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

Selinger*s motion that this case be continued until next June. 

MR. PORTER: Anyone else have a statement? 

MR. MANKINt I am Warren Mankin representing Aztec Oil 

& Qas Company. Aztec generally concurs with the findings which 

Mr. Nutter has formulated from his study. Essentially, we, as many 

operators, have failed in the past to indicate the amount of gas 

actually produced from a lease, the amount used on a lease and the 

amount thus flared. We have taken care of that situation, and we 

understand that other operators have done so immediately, so that 

the Commission might have more current information to thus Indicate 

what amount of gas i s being actually flared from these o i l wells. 

We concur in such recommendations made by Mr. Nutter that a pool 

like Verde-Gallup ahould be excepted. We, as one of the major 

operators in this either operate or have interest in some twenty-

four wells in that particular pool, and generally we are in agree­

ment that those ratios are low and are not economical to complete,a 

that these and many other pools need further study, and we concur t 

nd 
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this should be continued and not heard u n t i l at least the March 

hearing. 

MR. PORTERs The Commission w i l l deny the motion for 

continuance to June, but we w i l l grant the motion for continuance 

to March, at which time the case w i l l be brought up again, and our 

own witness w i l l be expected to give us more current information, 

whatever i s available at that time. The operators w i l l be expected 

to review their efforts toward both securing a market and the re-

injection of gas. Case i s continued u n t i l March 18, 1959, whioh is 

a regular hearing date. I 
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STATE OF NEW MEXICO ) 
: ss 

COUNTY OF BERNALILLO ) 

I , J. A. T r u j i l l o , Hotary public i n and for the County 

of Bernalillo, State of New Mexico, do hereby c e r t i f y that the 

foregoing and attached Transcript of Proceedings before the Hew 

Mexico Oil Conservation Commission was reported by me i n Steno-

type and reduced to typewritten transcript by me, and that the 

same i s a true and correct record to the best of my knowledge, 

s k i l l and a b i l i t y . 

WITSESS my Hand and Seal this, the«3«> " day of d V ^ ^ J ^ ^ 

1958, i n the City of Albuquerque, County of Bernalillo, State of 

New Mexico. 

t7 ' NOTARY PUBLIC 

My Commission Expires: 

October 5, I960 
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BEFORE THE 
OIL CONSERVATION COMMISSION 

SANTA FE,NEVI MEXICO 

IN TKE MATTER OF: 

The hearing called hy the O i l Conservation 
Commission on i t s own motion to consider 
the promulgation of an order p r o h i b i t i n g 
the f l a r i n g of casinghead gas from o i l 
wells i n San Juan, Rio Arriba, McKinley, 
and Sandoval Counties, New Mexico. 

CASE NO 

1569 

BEFORE: 

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

TRANSCRIPT OF HEARING 

MR. PORTER: Take up next Case 1569. 

MR. PAYNE: Case 1569. I n the matter of the hearing 

called by the Oil Conservation Commission on I t s own motion to 

consider the promulgation of an order p r o h i b i t i n g the f l a r i n g 

of casinghead gas from o i l wells i n San Juan, Rio Arriba, McKinleir, 

and Sandoval Counties, New Mexico. 

Mr. Commissioner, we propose to move f o r a continuance. Of 

th i s case, but p r i o r to doing so, I would l i k e to c a l l Mr. Nutter 

to the stand to give you his views and comments on t h i s matter. 

MR. PORTER: I n a l l p r o b a b i l i t y Mr. Nutter supports 

the Commission1 s application. Mr. Payne, the Commission w i l l heafr 

D E A R N L E Y M E I E R 8C A S S O C I A T E S 
G E N E R A L L A W R E P O R T E R S 

A L B U Q U E R Q U E , N E W M E X I C O 
Phone CHope/ 3-6691 



3 

Mr>. Nutter before r u l i n g on the motion f o r continuance. Mr. 

Nutter, w i l l you come forward. 

(Witness sworn.) 

DANIEL S. NUTTER 

called as a witness, having been f i r s t duly sworn, t e s t i f i e d as 

follows: 

DIRECT EXAMINATION 

BY: MR. PAYNE: 

Q W i l l the witness please 3tate his name and posi t i o n . 

A Daniel S. Nutter, Chief Engineer f o r the O i l Conserva­

t i o n Commission. 

C Mr. Nutter, are you f a m i l i a r with the case i n questioi 

A Yes, I am. 

c, Would you please give the Commission whatever comment; 

and/or recommendations you might want to make at t h i s time? 

A I would l i k e to f i r s t summarize the action that 

has taken place i n Case 15&9 p r i o r to t h i s date. I n December, 

1958, a hearing was called f o r the purpose of considering the 

promulgation of an order p r o h i b i t i n g the f l a r i n g of gas i n the 

San Juan Basin. At that time we t e s t i f i e d that approximately 

f o r t y m i l l i o n cubic feet of casinghead gas was being produced 

i n the Basin. We have no reason at t h i s present time to believe 

that t h i s f i g u r e was unreasonably high nor unreasonably low. 

Tne volume of gas, as a matter of f a c t , may be greater at t h i s 

present time than i t was i n December. There are currently being 

• 
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taiten GOR tests i n the Basin. We expect to nave a l l of the tests 

completed by the, and reported, by the end of May. At tne December 

nearing we suggested that tuere were four alternatives which coul4 

be ftIL owed as f a r as tne f l a r i n g of casinghead gas m the 3asin 

i s concerned. Tne f i r s t a l t e r n a t i v e would be to f l a r e the gas, 

the second would be to store or r e i n j e c t the produced gas, the 

t h i r d a l t e r n a t i v e would be to market the gas, and the fourth would 

be to c u r t a i l the production of the o i l so that you won't have any 

gas. Now, according to the statement that we heard at the hear­

ing, the t h i r d mentioned solution to market the gas was desirable 

but not immediately l i k e l y w i t h a good share of the r e s p o n s i b i l i t y 

f o r t h i s l y i n g with the Federal Power Commission f o r nor. having 

granted permanent c e r t i f i c a t i o n f o r gathering, transporting, proces­

sing, and marketing the casinghead gas. There were also statements 

to the ef f e c t that a share of the r e s p o n s i b i l i t y rests with the 

special Sub Committee on Legislative Oversight of the House Com­

mittee on I n t e r s t a t e and Foreign Commerce. I t seems t h a t , t h i s 

Oversight Committee questioned the propriety of the FPC i n grant­

ing temporary c e r t i f i c a t e s f o r marketing, processing, and storing 

gas. 

Since the hearing i n December, there have been certain 

changes i n the s i t u a t i o n as f a r as the amount of gas that i s 

being f l a r e d i s concerned. Two operators are currently operating 

gas i n j e c t i o n projects, repressuring tne Lower Gallup sand and the 

B i s t i Pool. One operators has f i l e d application f o r permission 
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co injefct the gas i n the B i s t i Pool. This case was previously set 

fo r hearing February the K, 1959, and was continued. I t i s now 

set f o r hearing on March 25. I t i s my understanding also that 

certain discussions have been under way which when concluded 

-will r e s u l t i n gathering and transportation f a c i l i t i e s being 

b u i l t , and operated f o r the issuance of any permanent c e r t i f i c a t e 

by the FPC. I believe that i n view of the progress v/hich as been 

made to date, and which undoubtedly w i l l be made between now and 

the regular hearing i n June, also i n view of the fac t that these 

GOR tests w i l l be completed and reported by May, which w i l l give 

us time to analyze them, that t h i s case should be continued to 

the regular June hearing. I t i s my b e l i e f that at that time the 

case should be heard to conclusion i f at a l l possible, and that a 

pemanent order be issued as f a r as the pools that were considered 

c r i t i c a l . We w i l l r e c a l l that certain of the areas were excludec 

certain of the areas were j u s t determined necessary f o r fu r t h e r 

study, and cert a i n other areas were considered c r i t i c a l i n the 

amount of gas that was being produced and f l a r e d . I therefore 

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

and i f at a l l possible, i t be heard to i t s conclusion ar, that 

time. 

C Thank you, Mr. Nutter. Do you have anything further? 

A No, I haven't. 

MR. PAYNE: Mr. Commissioner, I move at t h i s time 

that t h i s case be continued u n t i l the June regular hearing. 
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MR. PORTER: Before acting on the counsel's motion ~ 

fo r a continuance, I would l i k e to hear any other comments that 
i 

anyone else has concerning the case or any progress: reports. j 
j 
i 

MR. WHITE: I f the Commission please, Charles White, j 

attorney, Santa Fe, New Mexico, appearing on behalf of Sunray Mid-

continent O i l Company. I have associated with me B i l l Loar of Tulsa, 

Oklahoma, who w i l l give a progress report. I am also appearing 

on behalf of Skelly O i l Company, and Mr. Selinger of Tulsa w i l l 

give a progress report. 

MR. PORTER: Thank you,.Mr. White. 

MR. SELINGER: May I inquire a question of Mr. Nutter? 

MR. PORTER: Certainly. 

CROSS EXAMINATION 

BY: MR. SELINGER: 

Q Mr. Nutter, you stated the pools now are undergoing 

gas-oil r a t i o and bottom hole pressure tests? 

A No bottom hole pressure tests have been taken yet, 

but gas-oil r a t i o tests are under way, yes, s i r . 

3 'Would you recommend that t h i s hearing be continued 

u n t i l a l l of the data of a l l the pools on the gas-oil r a t i o s has 

been assembled by the Commission s t a f f ? 

A Yes, s i r , the bulk of the tests which are required fojr 

the areas that we have determined c r i t i c a l , or we determined 

c r i t i c a l l a s t December w i l l be In. The reporting date -was recently 

changed from the 15th of the month following the date that the 
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7 
t e s t was taken to tne l u t n oi tne montn. we expect to' have the 

bulk of the tests I n by May 10th. I believe t h i s would give 

us i n excess of a month i n which to analyze the results of the 

test by the June hearing. 

0, Would i t be advisable to have not only the bulk, but 

a l l of the information from a l l of the pools i n before the next 

hearing on t h i s matter? 

A Well, i t ' s never possible to have information on a l l 

of the wells because you have new wells being completed i n 

cert a i n pools a l l of the time, and there are s i x t y days from 

the date of completion of the wel l before the f i r s t t e s t lias 

to be f i l e d . 

Q 1 have i n mind, Mr. Nutter, the memo that the Commis­

sion put out which i s Memo Mo. 1-59 i n v/hich the deadline f i l i n g 

date f o r the C-ll6 1s are to be i n from May 10th through July 10th 

and 1 was wondering wrhether or not i t would be advisable to have 

t h i s hearing postponed u n t i l the July hearing so that a l l of the 

information on a l l of the pools would be i n your hands pior to 

the time t h i s case i s brought up again. 

A I f my memory serves me co r r e c t l y , Mr. Selinger, some 

of the pools were l i g h t e d f o r July, so the ones that we determine 

c r i t i c a l would be reported by May 10th. 

Q My only point, Mr. Nutter, was i t , would be advisable, 

since t h i s a l l applies to a l l of the pools, that a l l of the i n f o i 

t i o n from a l l of che pools 'will be i n , i n time f o r the continued 
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hearing i n t h i s matter to be heard. 

A I can't see the necessity f o r delaying the time of 

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

or gas-oil r a t i o s i n the n o n - c r i t i c a l areas are the only ones that 

w i l l be coming i n at that l a t e date. 

MR. SELINGER: We would l i k e to have made part of 

t h i s record the Coinmission Memo 1-59. 

' .MR. PORTER: The Commission Memo 1-59 w i l l be 

made apart of the record i n t h i s case. 

MR. SELINGER: That i s a l l . 

REDIRECT EXAMINATION 

BY: MR. PAYNE: 

Q Mr. Nutter, as a p r a c t i c a l matter, we a l l know that 

a great deal of gas i s being f l a r e d at the present time I n the 

B i s t i Gallup O i l Pool? 

A Yes, s i r . The B i s t i Gallup O i l Pool i s producing 

considerable volumes of gas. I might add also that the B i s t i 

Lower Gallup O i l Pool Is due to be reported In May. Anotner 

pool that was determined c r i t i c a l i s the Gallegos Gallup O i l 

Pool, which i s due to be reported May 10th. 

MR. PAYNE: That's a l l . 

MR. PORTER: Mr. K e i l . 

MR. KELL: I am authorized by Shell O i l Company, whici 

I s h a l l r e f e r to as Shell, to make t h i s statement on behalf of 

Sue 11, 
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Shell signed a casinghead gas contract with the El Paso 

j 

Natural Gas Company f o r the purchase of Shell's B i s t i gas produc-j 
'* 

t i o n on June l b , 1958, and f i l e d an application with the Federal 

Power Commission, Docket G-15989, f o r the sale of t h i s gas to El 

Paso on August 12, 1958. El Paso f i l e d with the Federal Power 

Commission on July 29, 1958, Docket 15696, an application which 

among other things would construct f a c i l i t i e s to gather, compressj, 

process, and purchase our casinghead gas production f o r the B i s t i 

f i e l d . Hearings have not been had on these applications to date.j 

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

Paso, the Federal Power Commission granted temporary authority to 

El Paso to b u i l d f a c i l i t i e s designed to take and process ap­

proximately ten m i l l i o n cubic feet of casinghead gas per day from 

the B i s t i area. 

"For reasons set f o r t h I n a statement by F. Norman Woodruff 

on behalf of the El Paso Natural Gas Company before t h i s Commis­

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

i t should not at that time proceed with construction of f a c i l i t l e 

under a temporary c e r t i f i c a t e . 

Shell, since f i l i n g with the Federal Power Commission 

las t August, has been endeavoring to f i n d some economically 

feasible way of expediting the sale of i t s casinghead gas produc­

t i o n and these e f f o r t s were redoubled i n the l i g h t of afore­

mentioned s i t u a t i o n , as explained by El Paso In December. 

We are pleased to state that we have j u s t concluded an 
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arrangement with El Paso In which Shell, to the extent of i t s 

own production, i s sharing the f i n a n c i a l r i s k with Ei Paso j 

in proceeding under aforementioned temporary certificate. The \ 

arrangement c a l l s f o r a gas gathering system and compression ! 

f o r the so-called Carson Unit and Shell's adjacent production. j 

Shell i s taking immediate steps to apply to the Federal I 
I 

Power Commission f o r a temporary c e r t i f i c a t e to s e l l the gas j 

to El Paso, and El Paso has ̂ reed to proceed with due diligence j 

to do any and a l l things necessary i n order to purchase Shell's 

gas under El Paso's temporary authority. > 

El Paso has advised us that i t estimates the compressors 
i 

w i l l be i n operation i n 120 days and the pipeline p r i o r to such j 

time. We anticipate these f a c i l i t i e s w i l l handle up to 10,000 j 

MCF per day. 

MR. HOWELL: Mr. Chairman, Ben Howell f o r El Paso 

Natural Gas Company. I would also l i k e to make a statement 

on behalf of El Paso Natural Gas Company. 

I am authorized by El Paso Natural Gas Company, referred 

to as "El Paso, ,! to make t h i s statement on i t s behalf. At 

the December, 1958 hearing, ET Paso stated that i t had negotiated 

contracts f o r purchase of casinghead gas from producers i n the 

Bisti-Gallup and Gallegos-Gallup O i l Pools, j o i n t l y referred to 

as the ''Bisti area," covering thenajor portion of casinghead 

gas from the known productive areas i n these two pools. Said 

contracts had been f i l e d by El Paso as a part of i t s application 
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f o r a c e r t i f i c a t e of public convenience and necessity i n Docket 

No. G-I5696, wherein Sl Paso requested, among other things, 

the a u t h o r i t y to construct f a c i l i t i e s to gather, compress and 

process the casinghead gas production f o r the B i s t i area. By 

order dated November 13, 1958, the Federal Power Commission, In 

said Docket No. G-I5696, granted El Paso temporary authorization 

to b u i l d f a c i l i t i e s designed to take and process up to 10,000,OOC 

cubic feet of casinghead gas per day from the B i s t i area. A 

l e t t e r from the Federal Power Commission dated November 20, 1958, 

was f i l e d w i t h the statement. This l e t t e r raised the question 

of Federal Power Commission's authority to grant temporary c e r t i f i 

cates. In conclusion, El Paso stated that i t could not give 

f i r m assurance of the date when f a c i l i t i e s would be b u i l t and 

i t would be able to take casinghead gas from the B i s t i area. 

At the present time 32 producers have made casinghead gas 

contracts with El Paso and most of them have f i l e d with Federal 

Power Commission applications to make sale of casinghead gas pur­

suant to t h e i r contracts with El Paso. The application i n 

Docket G-I5696, as i t relates to the taking of gas by El Paso 

from the B i s t i area, has been amended s l i g h t l y by f i l i n g of 

producers' contracts and providing f o r transfer of compression 

f a c i l i t i e s from El Paso's Chaco Plant int o the B i s t i f i e l d . No 

permanent c e r t i f i c a t e has yet been issued. 

In the i n t e r v a l since the December meeting El Paso and 

Shell O i l Company have been engaged i n negotiations and have noiv 
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reached an agreement providing ror t h e i r snaring or risks inherent 

i n a temporary c e r t i f i c a t e In a manner satisf a c t o r y to each. While 
! 

t h i s agreement has not been executed, i t i s expected to be executed 
i 
i 

w i t h i n the next few days. With respect to Shell 013. Company, j 

El Paso estimates 120 days to be the time required to construct 

f a c i l i t i e s i n order to take up to 10,000,000 cubic feet of casing­

head gas per day, which i s the volume presently authorized by 

the Federal Power Commission i n the temporary c e r t i f i c a t e . I t i s 

El Paso's understanding that Shell w i l l require a temporary 

c e r t i f i c a t e to s e l l such gas to El Paso, which request i s a pre­

req u i s i t e to El Paso's being able to purchase same. 

As soon as the agreement with Shell i s executed, El Paso 

w i l l o f f e r to a l l other producers who have executed casinghead 

gas contracts with El Paso an opportunity to enter Into the 

same type of agreement 'which El Paso has entered Into with 

Shell. As to such other producers, El Paso estimates 120 days 

from the date of execution of each ad d i t i o n a l agreement to be the 

time required to construct the f a c i l i t i e s necessary to take cas ..njg-

head gas from each such other producer. However, as to such othe] 

producers, i t w i l l be necessary f o r El Paso to obtain from tne 

Federal Power Commission authorization to allow El Paso to take 

i n excess of 10,000,000 cubic feet of casingnead gas per day 

from the B i s t i area and, i n addition thereto, i t w i l l be necessarjy 

f o r each producer to obtain a temporary c e r t i f i c a t e to s e l l 

such casinghead gas to El Paso. 
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HR. PORTER: Thank you, Mr. Howell. Mr. Loar. 

MR. LOAR: I am William R. Loar, representing Sunray 

Midcontinent O i l Company. Sunray Midcontinent i s the chairman 

of the Operators' Committee and Engineering Committee f o r the 

proposed Central B i s t i Unit and the proposed southeast B i s t i 

Unit. 

As we previously reported to the Commission i n December, 

the Engineering Committee's study and the Operators' Committee's 

study has been going on with success. The agreements f o r the 

Central B i s t i Unit have been drafted, iQ» January the l o t h , 1959 

these agreements were submitted to the State Land Office and the 

USGS. I t Is my understanding that on February 27th, these agree­

ments were forwarded by the USGS i n Roswell to Washington. Right 

now In Washington our people are meeting with the USGS to review 

these agreements. On the Southeast B i s t i Unit, the Engineering 

Committee met January 6th through..9th and February 2nd through 

February 6th. Other meetings are scheduled In the Immediate 

future. 

Sunray Midcontinent i n the Central B i s t i area operates the 

Federal "C" Lease. The Commission has granted us permission to 

i n j e c t gas, and we are currently i n j e c t i n g gas under t h i s 

a u thority. We believe that the operators i n these two areas are 

d i l i g e n t i n proceeding f o r the formation of units f o r secondary 

recovery, which w i l l take care of the casinghead gas problem. 

'We request continuance f o r a ©proximately six months, hoping that 

s 
i 
j 

I 
i 
i 
i 

j 
! 

1 
! 
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14 
during t h i s period one or these units w i l l be f i n a l i z e d and ~ 

-we can work out some arrangement with El Paso concerning some 

arrangement i n the area. 

MR. PORTER: Anyone else have a statement to make? 

Mr. Sperling. 

MR. SPERLING: Jim Sperling, appearing f o r B r i t i s h 

American O i l Producing Company. By way of a progress report, 

B r i t i s h American operates t h i r t y - t w o wells i n the B i s t i f i e l d , 

and has recently completed the gas gathering system, which was an­

nounced as a project i n the December, 1958, hearing. As a 

resu l t of the completion of the gathering system, and the comple­

t i o n of i n j e c t i o n f a c i l i t i e s , B r i t i s h American i s now disposing 

of 95-4 per cent of the t o t a l gas produced from t h e i r wells, and 

that i s available e i t h e r in t o the Sunray Midcontinent LPG Project, 

or by reason of i t s u t i l i z a t i o n of the compression f a c i l i t i e s , which 

went into operation on March the 14th, 95-4 per cent of the t o t a l 

-gas produced i s going back i n t o the Gallup reservoir. 

MR. PORTER: Anyone else? 

MR. SELINGER: Is t h i s j u s t i n B i s t i , or any other 

pool? 

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

ent i r e San Juan Basin. 

MR. SELINGER: George Selinger representing Skelly 

O i l Company. Me were Informally elected chairman of t h i s Gallegps-

Gallup Gas Pool, which we haven't o f f i c i a l accepted, but we f e l t 
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15 
someone snouia raaxe a report to tne commission ofTTYW Gallegos-

i 
Galluo Pool. I 

o 1 
In mid-January, 1956, operators In the Gallegos-Gallup j 

i 

f i e l d held a meeting to request an Engineering Committee meeting j 

be held In March, 1958, to formulate recommended f i e l d rules and I 
j 

regulations f o r submission to the New Mexico Oil and Gas Conserva­

ti o n Commission. 

This study got under way i n May, 1958, and continued through 

July, 1958. I n August, Skelly requested a hearing before the 

N.M.O.G. CC. to establish a gas-oil r a t i o rule f o r a l l wells 

i n the Gallegos-Gallup f i e l d which was withdrawn by request of 

some of the operators and purchasers. 

I n the early part of September, 1958, an Engineering Sub­

committee was formed f o r the purpose of studying increased primarfy 

and secondary recovery p o s s i b i l i t i e s through u n i t i z a t i o n . Since 

that time t h i s Subcommittee has met continuously, working f i v e 

days each alternate week, compiling reservoir data. 

At the l a s t combined Operators and Engineering Committee 

meeting held January 26, 1959, the Engineering Committee was 

charged to compile addi t i o n a l data which has since been completed 

At this same meeting Skelly was requested to d r a f t u n i t i z a t i o n 

agreements. These are presently being drafted. 

An Operators meeting w i l l be held l a t e i n March or early 

A p r i l to approve the completed assignment of the Engineering 

Committee and to attempt reaching agreement on a basis f o r 
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u n i t i z a t i o n , provided i t i s considered feasible. 

Skelly O i l Company has f i v e high pressure, dry gas wells { 

'i 

from which gas i s being sold to El Paso Natural Gas Products | 
i 

Company. These sales began i n February, 1958. A l l Skelly casing­

head gas acreage i n the area i s dedicated to El Paso N.G.P.C. j 
i 

We understand that other operators i n the area have also dedicated 

t h e i r casinghead gas to El Paso; however, El Paso i s not taking 

any of t h i s gas pending the outcome of u n i t i z a t i o n negotiations. 
i 

Under Memo No. 1-59, issued by the O.C.C. to a l l operator^ 
I 

of o i l wells i n the San Juan Basin and pertaining to gas-oil r a t i o 

and bottom hole pressure t e s t s , the Gallegos-Gallup Fie l d 1959 

tes t period i s during March and A p r i l with deadline f i l i n g 

date of May 10, 1959-

Now, I also want to c a l l the Commission's a t t e n t i o n to 

the statement of El Paso with respect to the d i f f i c u l t i e s they 

are having as to temporary, or?-'permanent rule:, by the FPC i n which 

they point out that the agreement with Shell i s to be executed, 

they hope, w i t h i n the next few days, and that following such 

approval, El Paso w i l l o f f e r to other producers a similar casing­

head gas contract, and that as to such other producers, £1 Paso 

estimates a hundred and twenty days from the day of the execution 

of each addi t i o n a l agreement, so i t can be seen by the Commissior) that 

a one hundred twenty days period of time i s necessary a f t e r 

each of the t h i r t y - t w o operators have been given an opportunity 

t o see t h e c o n t r a c t t h a t El Pawn has made w i t h S h e l l , and t h a t D E A R N L E Y - M E I E R & A S S O C I A T E S 
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i n turn i s dependent upon whether Shell and El Pase execute 

t h e i r contract, and that i n turn i s also dependent upon whether 

the FPC w i l l approve a temporary or require a permit, so I want 

to point out to the Commission the fac t that the gas industry 

and the o i l industry i s faced now with something having to be 

done, required to be done, hoping to be done by t h i s date, that i j ; 

i s a l l leading up to the FPC's door, and when that time comes 

that the wishes of the industry and the wishes of the state can 

be f u l l y complied with, that i s dependent upon the actions of th£ 

Federal agency. 

MR. PORTER: Thank you, Mr. Selinger. Anyone 

else have a comment on the case? On Mr. Payne's motion f o r 

continuance? 

MR. SELLNUaB.':". I would l i k e to recommend, Mr. Porter 

and Mr. Morgan, that t h i s hearing be continued to the July 

hearing so that a l l of the information from a l l of the pools 

be made available to the Commission and i t s s t a f f as well as 

to the industry as a whole. 

MR. PAYNE: May i t please the Commission, i n view 

of Mr. Nutter's testimony that a l l the gas-oil r a t i o tests from 

the c r i t i c a l areas w i l l be i n by May 10th, my o r i g i n a l motion 

to continue u n t i l the June regular hearing stands. 

MR. SELINGER: Mr. Porter, I t was called to my 

at t e n t i o n that i n my o r i g i n a l statement reporting on the Gallegos 

Gallup I said Skelly's acreage was dedicated to EI Paso Natural 
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Gas Products, and the record should be corrected to read El Paso 

Natural Gas, and not Products. 

MR. PORTER: Let the record so show. The Commission 

w i l l continue the case to the regular hearing on June 17th. We 

are going to take a ten minute recess at t h i s time, a f t e r which 

"we w i l l take up Case 1615. 

STATE OF NEW MEXICO ) 
) ss 

COUNTY OF BERNALILLO ) 

I , Joseph A. T r u j i l l o , Notary Public i n and f o r the 

County of B e r n a l i l l o , State of New Mexico, do hereby c e r t i f y that 

the foregoing and attached Transcript of Hearing 'was reported 

by me i n stenotype and that the same was reduced to typewritten 

t r a n s c r i p t by me and contains a true and correct record of said 

hearing, to the best of my knowledge, s k i l l and a b i l i t y . 

DATED t h i s 27th day of March, 1959, i n the City of 

Albuquerque, County of B e r n a l i l l o , State of New Mexico. 

(J NOTARY PUBLIC CJ 

My Commission Expires: 

October 5, i960 

j 

i 

j 

! 
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BEFORE THE 
OIL CONSERVATION COMMISSION 

SANTA FE, NEW MEXICO 
JUNE 9, 1959 

IN THE MATTER OF: 

CASE 1569 I n the matter of the hearing called by the 
Oil Conservation Commission on i t s own mo­
t i o n to consider the promulgation of an 
order p r o h i b i t i n g the f l a r i n g of casinghead 
gas from o i l wells i n San Juan, Rio Arriba, 
McKinley and Sandoval Counties, New Mexico. 

BEFORE: 

Mr. A . L . Por te r 
Mr. Murray Morgan 
Gov. John Burroughs 

T R A N S C R I P T O F P R O C E E D I N G S 

MR. PORTER: A t t h i s t ime we w i l l take up Case 1569. 

MR. PAYNE: Case 1569. I n the mat ter of the h e a r i n g 

c a l l e d by the O i l Conservat ion Commission on i t s own mot ion t o 

consider the p romulga t ion of an order p r o h i b i t i n g the f l a r i n g of 

casinghead gas f r o m o i l w e l l s i n San Juan, Rio A r r i b a , McKinley 

and Sandoval Count ies , New Mexico. We have one wi tness ,Mr .Nut t e r< 

MR. PORTER: I would l i k e to have other appearances 

at t h i s t i m e . 

MR. NEWMAN: Kirk Newman of Roswell, New Mexico, and 

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

leum Corporation. We may have testimony i n t h i s case. 
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3 
MR. WHITE: Charles White of G i l b e r t , White & Gilberts 

Santa Fe, New Mexico, appearing on behalf of Sunray Mid-Continent 

O i l Company, and I have associated w i t h me B i l l Loar of Tulsa, 

Oklahoma. 

E l Paso N a t u r a l Gas Company expects t o make a s ta tement . 

Mr. W. V. H o l i k w i l l make a statement on oehal f of E l Paso N a t u r a l 

Gas Company. 

MR. SPERLING: J . E. S p e r l i n g , M o d r a l l , Seymour, 

S p e r l i n g , Roehl & H a r r i s , Albuquerque, New Mexico, appearing on 

beha l f of B r i t i s h American O i l Producing Company. 

MR. KELLAHIN: Jason K e l l a h i n , K e l l a h i n & Fox, Santa 

Fe, New Mexico, r e p r e s e n t i n g Standard O i l Company of Texas, and 

Amerada Petroleum C o r p o r a t i o n . I have associa ted w i t h me Mr. H . 

D. Bushne l l of the Oklahoma bar r e p r e s e n t i n g Amerada. 

MR. PORTER: Mr. B r a t t o n . 

MR. BRATTON: Howard B r a t t o n , appearing on beha l f of 

Humble O i l and R e f i n i n g Company. 

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

Sanchez, r e p r e s e n t i n g P h i l l i p s Petroleum Company and E l Paso 

N a t u r a l Gas Produc ts . 

MR. PORTER: Mr. Payne, would you have the Commissi or 

wi tness sworn, please? 

(Witness sworn) 

DANIEL S. NUTTER, 

c a l l e d as a w i t n e s s , having been f i r s t d u l y sworn, t e s t i f i e d as 
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f o l l o w s : 

DIRECT EXAMINATION 

BY MR. PAYNE: 

Q W i l l the wi tness please s ta te h i s name and p o s i t i o n ? 

A D a n i e l S. N u t t e r , c h i e f engineer f o r the New Mexico 

O i l Conservat ion Commission. 

Q Are you the same D a n i e l S. Nu t t e r who t e s t i f i e d i n 

Case No. 1569 i n December of 1958, and i n March of 1959? 

A Yes, I am. 

Q Mr. N u t t e r , are you g e n e r a l l y f a m i l i a r w i t h c o n d i t i o n 

r ega rd ing p r o d u c t i o n i n Northwest New Mexico? 

A Yes, s i r . 

Q Both o i l and gas? 

A Yes. 

Q Now, s p e c i f i c a l l y , Mr. N u t t e r , have you made a recent 

study of casinghead gas p r o d u c t i o n i n the San Juan Basin? 

A I*ve made a study of casinghead gas p r o d u c t i o n i n 

p o r t i o n s of San Juan Bas in . 

Q Now, why d i d you r e s t r i c t your study t o c e r t a i n 

areas, Mr. Nut ter? 

A I t w i l l be r e c a l l e d t h a t a t t he hea r ing i n December 

of 1958» we had c e r t a i n areas marked on t h i s E x h i b i t and labe led 

as areas "A" through "P." 

Q That*s Commissions E x h i b i t 1? 

s 
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A This was Exhibit 1 i n Case 1569. And at the time 

of the December hearing, I suggested that c e r t a i n of these areas 

be deleted from f u r t h e r study. Those areas that I suggested be 

deleted from f u r t h e r study have not been considered i n prepara­

t i o n f o r t h i s hearing today. 

Q Now, would you run through those areas that you pro­

pose be deleted from f u r t h e r consideration? 

A Yes, s i r . I n December I recommended that area "A", 

the Verde-Gallup Pool i n San Juan County, New Mexico, be deleted 

from f u r t h e r study. I recommended that area "B," the Horseshoe-

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

"M" being two Pictured C l i f f s wells i n Township 26 North, Range 

3 West; I recommended that area "K," being two wells located 

i n Township 25 North, Range 5 West, be excluded. Area "N" i s 

a pool where the casinghead gas i s sold, i t i s labeled with 

l i t t l e green wells on the Exhibit, i t was not necessary f o r 

f u r t h e r consideration. Area "P," the Otero-Gallup Pool, has 

a market f o r i t s casinghead gas and was deleted from f u r t h e r 

study also. 

Q A l l r i g h t , s i r . Now, before going i n t o d e t a i l , 

can you give the Commission the f i g u r e as to the present t o t a l 

gas production i n the areas that are under consideration? That 

i s , the other areas i n the San Juan Basin that you have just ex­

cluded? 
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A I don*t have an a c t u a l t o t a l f o r a l l of the areas . 

I do have t o t a l s f o r the i n d i v i d u a l areas, however. 

Q, A l l r i g h t , s i r . We can go th rough them subsequently 

and then add them up . 

A Yes, s i r . 

Q A l l r i g h t . Now, r e f e r r i n g to what w i l l be designated 

as E x h i b i t 2 , Gornmission* s E x h i b i t 2 , would you r e f e r t o area 

"D?" 

A Area " D . " 

Q E x p l a i n t o the Commission what t h a t i s and what the 

c o l o r s d e p i c t and so f o r t h . 

A Area " D " , on E x h i b i t 2 , on what has been marked as 

E x h i b i t 2 , i s the Gal legos-Gal lup P o o l . I t i s c i r c l e d i n red and 

l abe led as Area " D . " 

Q A l l r i g h t , s i r , can you t e l l the Commission how much 

casinghead gas i s be ing produced i n t h a t area? 

A Yes, s i r . An es t imate of casinghead gas p r o d u c t i o n 

f o r the month of June i s n ine m i l l i o n three hundred e i g h t thousand 

cubic f e e t of gas. 

Q Now, would you t e l l them how much of t h a t gas i s b e i r 

used on the lease? 

A I t i s Imposs ible t o t e l l f r o m the s t a t i s t i c a l r e p o r t 

t h a t our c a l c u l a t i n g machine i n the basement r a n on the Gal legos-

Gal lup Pool j u s t how much gas i s be ing used on the l ease . I f we 

are t o b e l i e v e what t h i s c a l c u l a t i n g machine gave as the f i g u r e , 

g 
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7 
we come up w i t h a r i d i c u l o u s l y low amount of gas which I am sure 

i s not c o r r e c t . The t o t a l amount of gas which i s be ing used on 

the lease , accord ing t o the C-115 1 s which were f i l e d , amounts t o 

768 MCP*s du r ing the month of A p r i l . I f i r m l y b e l i e v e t h a t more 

gas than t h i s i s necessary f o r the ope ra t i on of a p o o l t h a t s i ze , 

and I note t h a t on ly a few opera tors seem t o be us ing gas on the 

l ease . 

Q A l l r i g h t , s i r . Now, — 

A So t h i s f i g u r e I d o n 1 t b e l i e v e I s r e a l i s t i c . 

Q Do you know how much has been s o l d , i f any? 

A Yes, us ing the g a s - o i l r a t i o s which we have r e c e n t l y 

obta ined i n these poo l s , and a p p l y i n g t h a t t o the w e l l s t h a t have 

connect ions , I f i n d t h a t approximate ly two m i l l i o n two hundred and 

f o u r thousand cubic f e e t of gas w i l l be so ld i n the Gal legos-

Gal lup d u r i n g the month of June. 

Q Now, t a k i n g i n t o c o n s i d e r a t i o n the f a c t t h a t you can*' 

determine e x a c t l y how much gas i s be ing used on the lease , what i s 

your es t imate , your best e s t ima te , as t o the amount of gas t h a t i s 

now be ing vented i n t h i s area? 

A The remainder of the gas t h a t ' s not so ld presumably 

i s be ing used on the lease or r e n t e d , and I t h i n k the b u l k of the 

gas i s be ing ven ted , and t h a t f i g u r e comes t o approx imate ly seven 

m i l l i o n one hundred f o u r thousand cubic f e e t . 

Q A l l r i g h t , do you have any th ing f u r t h e r i n regard t o 

area "D?" 
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A Yes, s i r . As I stated, the t abu la t ing machine had ruh 

these f i g u r e s f o r me, and actual production during the month of j 

A p r i l i n that pool was eight m i l l i o n two hundred s i x t y - f i v e thou- j 

sand cubic f e e t . Actual sales were one m i l l i o n two hundred ninety 

thousand, leaving a balance f o r f l a r e or lease use of s ix m i l l i o n 

nine hundred and seventy-five thousand. As we stated, t h i s hundreB 

and s ix ty -e igh t MCP that was reported f o r lease use i s probably 

small, so not a l l of t h i s s ix m i l l i o n nine hundred and seventy-

f i v e thousand was ac tua l l y f l a r e d , but a large percentage of i t 

was, I am sure. j 
! 

Q A l l r i g h t . Now, ref e r to area "E," Mr. Nutter, and j 

explain to the Commission what that depicts. 

A Area "E" i s that portion of the B i s t i Pool which we 

defined i n the f i r s t hearing on t h i s case as the North B i s t i area. 

I t l i e s p r i n c i p a l l y i n Township 26 North, Range 13 West. This 

area, as you*11 note from Exhibit 2, has a portion shaded i n green 

t h i s i s the B r i t i s h American properties described as the Doutheit, 

Salgee, and Marye leases. B r i t i s h American currently i s gatheringj 

i 

the casinghead gas that i s produced on those three locations and 

i n j e c t i n g i t on t h e i r B r i t i s h American, Doutheit "B" No. 5 Well 

f o r repressuring i n tne B i s t i formation. The red wells, of area 

"E", are the wells f o r which no b e n e f i c i a l use, except a por t i o n 

of the gas i s being used on the lease, but otherwise no ben e f i c i a l 

use i s made of the gas. 

Q That's true with the red dots on the entire Exhibit, 
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9 
i s i t n o t , Mr. Nut ter? 

A The red dots on the e n t i r e E x h i b i t are w e l l s f o r whic 

no market or i n j e c t i o n use i s made of the gas; the b lue dots are 

w e l l s f o r which we have no good GOR's; the y e l l o w dots are w e l l s 

which on the GOR t e s t came TSTM, the gas too smal l to measure. 

Q A l l r i g h t . Now, can you t e l l the Commission how much 

gas i s produced i n area "E?" 

A Yes. E s t i m a t i n g the p r o d u c t i o n f o r area " E , " by use 

of the new GOR t e s t s , we f i n d t h a t d u r i n g the month of June we 

can expect two m i l l i o n f i v e hundred e i g h t y - e i g h t thousand cubic 

f e e t of gas t o be produced. I t i s es t imated t h a t one m i l l i o n f i v e 

hundred s e v e n t y - f i v e thousand cubic f e e t w i l l be r e i n j e c t e d i n t o 

the f o r m a t i o n , l e a v i n g one m i l l i o n t h i r t e e n thousand f o r lease use 

or f l a r e . 

Q Do you have a f i g u r e on the amount t h a t i s be ing used 

on the lease? 

A No, s i r , I d o n ' t . 

Q What percentage would you es t imate t h a t i t would be? 

A The B i s t i Pool as a whole i n the month of A p r i l , 

opera tors r epo r t ed t h a t 5 o percent of the gas t h a t was produced 

was b e i n g used on the l ease . 

Q Do you have any th ing f u r t h e r i n regard t o area " E , " 

Mr. Nut te r? 

A No, s i r . 

Q A l l r i g h t . Refer now t o area "P." 

i 
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A Area "F" i s the area tha t we defined as the North Cen 

t r a l po r t i on of the B i s t i Pool. I t also has an area shaded i n 

green. This i s Sunray Mid-Continent O i l Company's Federal "C" 1 

! 
lease. At the present time the gas i s being gathered from the j 

Federal "C" lease and in jec ted i n t o the Sunray Mid-Continent Fed- j 

e r a l "C" Well Wo. 18 to repressure the B i s t i fo rmat ion . The res t 

of the area i s covered by wel ls which are designated w i t h red dots 

i n d i c a t i n g that they have no market or i n j e c t i o n use of the gas. 

Q Do you have the t o t a l f i g u r e on the amount of gas 

being produced from th i s area? 

A Yes, area "F" i s the largest area of the four areas 

i n the B i s t i Pool. I t i s estimated that during the month of June 

there w i l l be t h i r t e e n m i l l i o n seven hundred and seventy thousand 

cubic f ee t of gas produced i n area "P." 

Q Now, how much i s injected? 

A I t i s estimated that two m i l l i o n nine hundred f i f t y 

thousand cubic f e e t of gas w i l l be r e in jec ted i n t o the format ion . 

Q I s any gas f rom t h i s area being sold? 

A No, s i r . I ' l l take that back. There was six hundred 

twenty-nine cubic, or MCP of gas sold to the Toronto Pipe Line Con 

pany during the month of A p r i l . I f any gas I s sold, i t i s a very 

i n s i g n i f i c a n t quan t i ty . 

Q Do you have an estimate as to the amount of gas that 

i s u t i l i z e d on the leases? 

A As I stated, there w i l l be t h i r t e e n m i l l i o n seven 
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nundred seventy thousand fee t produced. There w i l l be two m i l l i o r 

nine hundred f i f t y thousand fee t i n j e c t e d , leaving f o r lease use 

or f l a r e , ten m i l l i o n eight hundred twenty thousand cubic f e e t of 

gas. 

Q What percentage of that f i g u r e do you estimate can 

be used on the leases? 

A I s t i l l go by t h i s 5«5> percent, which i s the lease 

use production f i g u r e reported i n A p r i l . 

Q Do you have anything else i n regard to area "F?" 

A No, s i r . 

Q Please r e f e r now to area "G-" and explain to the Com­

mission what that depic ts . 

A Area "G" i s what we defined as the South Central por­

t i o n of the B i s t i Pool, and a l l of the wel ls i n t h i s area are red 

w i t h the exception of three wel ls which reported neg l ig ib l e amount 

of gas and are labeled i n yel low. 

Q What i s the t o t a l amount of gas produced i n the area? 

A I t i s estimated that during the month, eight m i l l i o n 

two hundred f i f t y - e i g h t thousand cubic of gas w i l l be produced i n 

area "G." 

Q I s there any gas i n t h i s area being sold? 

A No, s i r . 

Q What i s the t o t a l amount being vented or used on the 

leases? 

A Eight m i l l i o n two hundred f i f t y - t w o f ee t estimated. 

s 
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Q And your estimate of the lease use would be about the 

5.5 percent also? 

A Yes. I 
i 
j 

Q. Now, i s any i n j e c t i o n t a k i n g place i n t h i s area at al|L? 
j 
! 

A No, s i r . I 

Q Do you have anything else i n regard -co area "G?" 

A No, s i r . 

Q Please re f e r now to area "H." 

A Area "H" i s the area that we defined i n December as 

the south end of the B i s t i Pool and has a sp r i n k l i n g of wells i n 

the northwestern portion of the balloon and scattered wells i n the 

southern portion of the balloon. 

Q Now, how much gas i s being produced from t h i s area? 

A I t i s estimated that area "H" w i l l produce one millio(n 

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

Q I s any of t h i s gas being sold? 

A No, s i r . 

Q I s any of i t being reinjected? 

A No, s i r . 
Q So, the t o t a l amount i s either vented or used on the 

lease? 

A Yes, one m i l l i o n two hundred thirty-one thousand feet. 

Q Do you have anything f u r t h e r i n regard t o t h i s area? 

A No, si r . 

Q Please re f e r "chen, to area " I . " 
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13 
A Area "I" i s an area of, i n December we recommended be 

considered for further study. At that time i t was estimated six 

hundred nineteen MCP of gas was being produced each day. 

Q What pool i s this , Mr. Hutter? 
i 

A This i s the Escrito-G-allup O i l Pool and tne immediate! 

v i c i n i t y surrounding that poo l . Under -che new GOR tes ts that we 

have, i t i s estimated that s ix hundred seventy-four MCP of gas wiljL 

be produced per day on t h i s area. 

Q, I s there any sale f o r that gas? 

A No, there i s not . This i s a pecul iar area. I would 

l i k e to c a l l the Commission's a t t en t i on to the f a c t that there are 

two wel ls i n Section 26, both of which have high gas -o i l r a t i o s . 

There i s another - - they are labeled i n red — there i s another 

w e l l , i n Section 2l|_ which i s labeled i n b lue . This i s the Val Ree|se 

w e l l and was p o t e n t i a l l e d i n the Gallup format ion f o r one m i l l i o n 

eight hundred sixty-seven thousand cubic f e e t of gas per day. The 

w e l l i s cur ren t ly shut i n . I don' t believe i t has ever been pro­

duced. I t ' s the closest , or these two wel ls that produce w i t h higja 

r a t i o s are quite close to t h i s one blue w e l l on the E x h i b i t . Wow, 

i f t h i s blue w e l l were a gas w e l l and had a connection, i t would 

mean extending l ines only a mile to gather the gas f rom the two 

high r a t i o o i l w e l l s . However, t h i s i s probably a s i t u a t i o n s imi ­

l a r t o what we had i n the Angels Peak-Gallup O i l Pool where we 

couldn ' t c a l l t h i s a gas w e l l , we would have to c l a s s i f y i t as an 

o i l w e l l . I t i s probably one of those gas cap s i tua t ions i n the 

Gallup format ion , so I t h ink a l l I can say i s tra t you've got thre 
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14 
wel ls w i t h i n a mile or mile and a h a l f f rom each other which could 

be c l a s s i f i e d as high r a t i o o i l we l l s . The rest of the wel ls i n 

the area produce r e l a t i v e l y small amounts of gas. As I said, i t 

was one of those areas that we recommended be deferred f o r f u r t h e r 

study, and the only th ing 1 can see about i t r i g h t now, unless you 

have a l i n e i n the immediate v i c i n i t y to gather the gas, i t is 

going to be uneconomic to put t h i s gas to any b e n e f i c i a l use inso­

f a r as the market i s concerned. Now, there i s a very good possi­

b i l i t y that r e i n j e c t i o n of the gas i n t o the format ion might help 

i n there . I t h ink that any order Issued, as a r e su l t of t h i s 

hearing, should contemplate even f u r t h e r study on t h i s pool to de­

termine the f e a s i b i l i t y of doing something w i t h t h i s gas. However 

I don' t th ink a market i s exact ly the answer r i g h t now. 

Q A l l r i g h t , s i r . Now, r e f e r — 

MR. PORTER: Mr. Payne, I have one question at t h i s 

p o i n t . I missed a f i g u r e there, Mr. Nut ter . You said the l as t 

time you recommended t h i s area f o r f u r t h e r study, and at that time 

you gave s ix hundred nineteen MCP? 

A Yes, and now I t i s s ix hundred seventy-four. 

MR. PORTER: Thank you. 

Q (By Mr. Payne) Now, r e f e r r i n g to area " J , " Mr. Nutte 

w i l l you explain what tha t is? 

A Yes. Area " J , " at the time of the l a s t hearing, had 

two we l l s , being located i n Section 28 and Section 3k-• Those two 

we l l s , at the time of the l a s t hearing, had an estimated productio 

5 

r , 

n 
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of f i v e hundred n i n e t y - e i g h t MCP of gas per day. Now, we have a 

n o - f l a r e order 

Q What p o o l i s t h i s , hy the way? 

A I n the Otero-G-allup area . We have a. n o - f l a r e order 

p r o h i b i t i n g the f l a r i n g of gas i n the Otero-Gal lup p o o l . I should 

mention t h i s : We have three pools i n the San Juan Bas in f o r which 

n o - f l a r e orders have been promulgated . The Angels Peak-Gallup 

Pool , the South B l a n c o - T o l c i t o Poo l , and the Otero-Gal lup Pool . 

Now, area "J" i s going t o - - the problem i n area "J" i s going t o 

solve i t s e l f by i t s e l f by ex tens ion of the p o o l . The two w e l l s 

t h a t we were d i s cus s ing i n December and i n c l u d e d i n area "J" are 

i n c l u d e d i n a proposed ex tens ion f o r the Otero-Gal lup Pool t ha t 

i s on the docket f o r t h i s same h e a r i n g . There are a l so severa l 

o ther new w e l l s i n the area t h a t w i l l be i n c l u d e d I n the proposed 

ex tens ions , and a l so two or th ree w e l l s t h a t have very r e c e n t l y 

been d r i l l e d and a r e n ' t Inc luded I n the ex tens ions r i g h t now. 

There i s a p o s s i b i l i t y t h a t the Commission's order i n p r o h i b i t i n g 

the f l a r i n g of gas i n the Otero-Gal lup Pool would a lso extend one 

m i l e ou ts ide the boundaries of the p o o l . Most of the Commission's 

p o o l r u l e s do cover and are a m i l e away. 

Q Would the ex tens ion over t h i s p o o l a u t o m a t i c a l l y take 

care of w e l l s w i t h i n t h a t area? 

A Yes, I t would . 

Q Would they automatically have a market? I realize 

they are not allowed to f l a r e , but would they necessarily have a 
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market? 

A They wouldn' t necessarily have a market, but there 

are marketing f a c i l i t i e s i n the area. I t might take compression 

or some other f a c i l i t i e s to put the gas i n the l i n e s , but the 

l i nes are there and ava i lab le , and the gas i s there . 

Q Now, I f I understand your testimony co r r ec t l y , Mr. 

Nutter , t h i s area could also be el iminated f rom f u r t h e r considera­

t i o n since the no - f l a r e order i s probably i n e f f e c t i n the pool 

and w i l l take care of the s i tuat ion? 

A I th ink t h i s s i t u a t i o n i s solving i t s e l f , yes. 

Q A l l r i g h t . Please r e f e r now to area "L" and explain 

to the Commission what that i s . 

A Area " L " , i n December, was a wi ldca t area i n which 

Skel ly O i l Company has three Dakota we l l s . I n December 1 stated 

that approximately two hundred seventy-three MCP of gas was being 

produced per day. Mr. Selinger pointed out that only about ha l f 

of that gas was being produced, and the new G-OR tes ts could re ­

f l e c t that f a c t . I t i s estimated that only one hundred t h i r t y -

f i v e MCP per day i s being produced i n area "L" at the pres nt 

t ime. I recommend that any order issued as a r e su l t of t h i s hear­

ing dismiss area "L" f rom any f u r t h e r study. I t I s not p r o f i t ­

able to compress gas when there i s only one hundred t h i r t y - f i v e 

MCP ava i l ab le . 

Q A l l r i g h t , Mr. Nut te r . Refer r ing now to area "D" 

i 
! 
i 
| 

S 
! 
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once again, what would you recommend to the Commission i n regard 

to t h i s pool? 

A There are f a c i l i t i e s nearby which can handle the 

gas produced i n area "D." As we stated previously, there area 

couple of obstacles i n the way which p r o h i b i t the immediate 

marketing of the gas. However, I would recommend that the Com-

mission, i n considering area "D," as a r e s u l t of t h i s hearing, | 
! I 

issue an order p r o h i b i t i n g the f l a r i n g of gas i n area "D" effec- j 

ti v e one hundred and twenty days a f t e r the issuance of the order. ! 
I 

Q A l l r i g h t , s i r . Now, r e f e r r i n g to area "E," "P," j 
i 

"G" and "H," you may t r e a t them either as a whole or separately, | 

i f you wish, that being the B i s t i Lower-Gallup Pool. What would 

you recommend i n that area or those areas? 

A Where making any actual recommendation there, I 

would l i k e to point out that my estimated gas production i n the 

B i s t i f o r the four areas t o t a l s twenty-five m i l l i o n eight hundred 

forty-seven thousand cubic feet of gas per day. I t i s estimated 

that four m i l l i o n f i v e hundred twenty-five thousand feet of that 

gas w i l l be injected i n June. I t i s estimated that one m i l l i o n 

four hundred twenty-one thousand cubic feet of gas w i l l be used 

on the lease. I t i s estimated that nineteen m i l l i o n nine hundred 

and one cubic feet of gas per day w i l l be f l a r e d . The actual 

figures f o r the month of A p r i l are as follows: There was seven 

hundred nineteen thousand three hundred and twenty-two MCP pro-
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duced during the month. There was t h i r t y - n i n e thousand f i v e 

hundred and f o r t y - e i g h t MCP of gas used on the lease. There were j 
f 

six hundred and twenty-nine MCP of gas sold to Toronto Pipe Line, j 
i 

There was one hundred f i f t y thousand seven hundred and eighty-six | 
i 

MCP of gas iniected i n t o the reservoir. There was f l a r e d f i v e j 
\ 

hundred twenty-eight thousand three hundred and f i f t y - n i n e MCP j 
I 

of gas, or an average of seventeen m i l l i o n six hundred and twelve j 

MCP per day, seventeen m i l l i o n six hundred twelve cubic feet per 

day. j 
i I 
i 

Q Now, Mr. Nutter, i n area "P," there i n the B i s t i , ] 

Sunray Mid-Continent O i l Company and B r i t i s h American O i l Pro- j 

ducing Company have just recently been granted authorization f o r 

an LPG- gas i n j e c t i o n p r oject, have they not, which w i l l take care 

of some of t h i s? | 

A Yes, s i r . That amount of gas i s deducted from the 

estimate there f o r the two authorized gas i n j e c t i o n projects, 

the B r i t i s h American project over on t h e i r Doutheit "B" 5, and 

the Sunray project i n the Federal "C" 18. 

Q I am t a l k i n g about the two f u r t h e r i n j e c t i o n pro­

j e c t s . 

A Well, B r i t i s h American received authorization from 

the Commission to convert two wells to water i n j e c t i o n . Those 

wells are located i n Sections 1 and 12, of 25, 13* I n addition, 
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Sunray Mic-Continent received authorization to convert, I believe 

i t was six wells, to LPG i n j e c t i o n , and f i v e or six additional 

wells to gas i n j e c t i o n on t h e i r proposed central B i s t i u n i t . 
I 
I 

I have that u n i t outlined i n green r i g h t here, and these j 

red wells i n t h i s l i t t l e area that i s outlined with the dotted j 
! 

green l i n e presumably w i l l not be f l a r i n g t h e i r gas any more 

as soon as t h i s i n j e c t i o n program gets under way. 

Q A l l r i g h t , s i r . What would you recommend t o the 

Commission, then, i n regard to area " I ? " 

A Well, as I stated awhile ago, I think that the 

order that the Commission enters, i f they do enter an order i n 

t h i s case i n the near f u t u r e , should require that area " I " be 

given detailed study by someone, an engineering committee f o r 

the pool, or fur t h e r study by the Commission s t a f f . I think 

preferably i t should be a pool operators* committee, to consider 

the f e a s i b i l i t y of doing something w i t h t h i s gas. As I stated, 

I don't think that marketing i s the answer r i g h t now, but dog­

gone i t , i f i t i s put i n the reservoir, i t i s going to be there 

i f the market does become available. 

Q, Your recommendations as to area "J" and "L" i s 

that --

A Yes, s i r , and area "L" be dismissed from f u r t h e r 

consideration and also "J" because i t i s taken care of by the 
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pool extension. 

Q, So, slimming up your recommendations then, i s t h i s 

correct, you propose that areas "D," "E," "F," "0," and "H," 

that a no-flare order be entered e f f e c t i v e one hundred twenty 

days from the date of the order? 

A I would recommend that an order be entered i n t h i s 

case and that area "D" be covered by that order p r o h i b i t i n g the 

f l a r e of gas one hundred twenty days a f t e r the e f f e c t i v e day of 

the order, which would be the date of i t s issuance. Also, that 

the B i s t i Pool, being areas "E," "F," "G" and "H" be included 

i n that order and p r o h i b i t the f l a r e of gas i n that pool one 

hundred twenty days a f t e r the order. 

Q And fu r t h e r study be given to area " I ? " 

A And f u r t h e r study be given to area "I." 

Q Now, i n your opinion, Mr. Nutter, are your recommen­

dations i n the i n t e r e s t of conservation? 

A I think so, yes, s i r . 

Q Now, do you have a f i g u r e on the t o t a l gas produc­

t i o n i n the f i v e areas that you propose that the shut - in order 

apply t o , or the no - f l a r e order? 

A Yes, s i r . The f i v e areas "D," "E," "F , " "G," and 

" H , " i t i s estimated i n the month of June w i l l produce t h i r t y -
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f i v e m i l l i o n one hundred and f i f t y - f i v e cubic f e e t of gas. I t 

i s es t imated t h a t the amount of gas t h a t i s used on the lease , 

or f l a r e d , w i l l t o t a l t w e n t y - e i g h t m i l l i o n f o u r hundred twenty-

s i x MCP, t w e n t y - e i g h t m i l l i o n f o u r hundred t w e n t y - s i x cubic f e e t 

of gas. 

Q How, what i s your es t imate again as t o the amount 

t h a t would be used on the lease? 

A As I s t a t e d , we don* t have a r e a l i s t i c f i g u r e t o 

use i n the Gal legos area, so I have t o lump t h i s i n a group and 

say used on the lease or f l a r e d . 

Q How, d i d you compute these f i g u r e s , Mr. Hut te r? 

A These f i g u r e s were computed f r o m the g a s - o i l r a t i o 

t e s t s t h a t were taken d u r i n g the months of March and A p r i l of 

t h i s year , and assuming t h a t the w e l l s can make t h e i r a l l o w a b l e , 

we took the g a s - o i l r a t i o t imes the a l l owab le and c a l c u l a t e d 

each w e l l , the amount of gas t h a t would be produced, and then 

t o t a l e d i t up f o r each of the areas . 

Q And t h i s t o t a l f i g u r e i s the amount of gas t h a t 

w i l l be produced i n c i d e n t a l t o the p r o d u c t i o n of o i l we l l s ? 

A T h a t ' s r i g h t . 

Q Was the E x h i b i t prepared by you or under your super­

v i s i o n , Mr. Hu t t e r? 
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A Yes. 

MR. PAYNE: I move a t t h i s t ime f o r the i n t r o d u c t i o n 

of E x h i b i t 2 i n t o evidence. 

MR. PORTER: Without o b j e c t i o n , Commission's E x h i b i t 

2 w i l l be admi t ted i n t o the r e c o r d . 

MR. PAYNE: That concludes the d i r e c t examinat ion 

of t h i s w i t n e s s . 

MR. PORTER: Mr. N u t t e r , were your a l lowab le f i g u r e s 

based on the June p r o r a t i o n schedule? 

A Yes. 

MR. PORTER: And does t h a t schedule r e f l e c t the 

l a t e s t g a s - o i l r a t i o t e s t s ? 

A Yes, s i r , on a l l of the w e l l s f o r which the t e s t s 

have been completed. 

MR. PORTER: Anyone have a ques t ion of M r . Nut te r? 

No ques t ions of the w i tne s s , he may be excused. 

(Witness excused) 

D E A R N L E Y - M E I E R & A S S O C I A T E S 
G E N E R A L L A W R E P O R T E R S 

A L B U Q U E R Q U E . N E W M E X I C O 
Phone CHopel 3-6691 



23 

MR. PORTER: Anyone desire to present testimony? 

MR. BUELL: May i t please the Commission, G-uy Bue l l 

f o r Pan American Petroleum Corporation. Our testimony re la tes onl 

to the Escri to-Gallup Pool. I believe there are only two of us 

operators here who are in that poo l . The others here are in teres te 

i n making statements on the other pool . We can put on our t e s t i ­

mony now, or the Commission may want to hear t h e i r statements p r i o 

to our testimony. There are only two of us from Escr i to here. 

MR. PORTER: I believe we w i l l proceed w i t h the t e s t l 

1 
mony at t h i s t ime, Mr. B u e l l , and en t e r t a in statements at the c los£ 

of the hearing. 

MR. BUELL: A l l r i g h t , s i r . 

(Itfitness sworn) 

MR, BUELL: May i t please the Commission, I might say 

at the outset that I don' t f e e l that our testimony and evidence 

w i l l be i n c o n f l i c t w i t h Mr. Nu t t e r ' s presentat ion. As I see i t , 

he made more or less of a regional study and recommended that 

Escr i to be looked at as s p e c i f i c a l l y as we have so looked. 

CHARLES R. MARSHALL, 

ca l led as a witness, having been f i r s t duly sworn, t e s t i f i e d as 

f o l l o w s : 

DIRECT EXAMINATION 

BY MR. BUELL: 

Q State your name, by whom you are employed, please, Mr • 

Marshal l . 
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A My name i s Charles R. Marshall. I am employed with 

Pan American Petroleum Corporation i n Farmington, Few Mexico. 

Q You are a petroleum engineer? 

A Yes, s i r . 

Q Have you t e s t i f i e d at p r i o r Commission hearings? 

A Yes, s i r . 

Q Are your q u a l i f i c a t i o n s a matter of public record? 

A Yes, s i r , they are. 

MR. PORTER: They are acceptable. 

Q I dir e c t your a t t e n t i o n t o what has been marked as j 

Pan American's Exhibit No. 1, Mr. Marshall. What i s that Exhibit?j 

A Exhibit 1 i s a regional map or a po r t i o n of the San j 

Juan Basin on which I have located the Escrito-G-allup F i e l d , out­

l i n e d the legal f i e l d l i m i t s i n red on the lower left-hand corner 

of the map. 

Q How many producing wells are w i t h i n the hor i z o n t a l 

l i m i t s of the Escrito Pool? 

A There are eight producing wells w i t h i n the horizontal 

l i m i t s of the Escrito F i e l d . 

Q Would you name the operators and the number of wells 

that each operates? 

A Standard O i l Company of Texas operates four wells i n 

the F i e l d ; Southern Union Gas Company operates one w e l l ; Eastern 

Petroleum Company one w e l l , and Pan American two wells. 

Q A l l r i g h t , s i r . I notice, looking at your Exhibit 1, 
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25 
Mr. Marshall , that immediately outside the hor i zon ta l l i m i t s there 

are two we l l s , one i n Section 19, and one i n Section 20. Ts that 

correct? 

A Yes, s i r , these are two Gallup Wells . 

Q, And looking at the Commission's Exh ib i t Ho. 3, pre­

pared here today, and the area designated on that Exhib i t as " 1 , " 

I believe Mr. Hutter included those two wel ls i n h i s area " I , " d id 

he not? 

A Yes, s i r . 

Q. Did you include those two wel ls i n the scope of your 

study and evaluation? 

I included the w e l l i n Section 20 i n my study, and 

not the w e l l i n 19. My study was to determine the economic f e a s i ­

b i l i t y of construct ing a gas gathering,casing head gas gathering 

system, and compressing that gas and d e l i v e r i n g i t t o a h igh pres­

sure l i n e . The reason that w e l l i n Section 19 was not considered 

i s that i n accordance w i t h the operator 's report a l l of the gas 

which i s presently being produced from t h i s we l l i s being u t i l i z e d 

on the lease, and,consequently,as there would not be any gas ava i l ­

able at tha t w e l l , then i t would be n a t u r a l l y expensive to extend • 

system to include i t . I n order to give i t a more favorable picture 

i t was not included i n the study. 

Q As a resu l t of your study and evaluat ion, Mr. Marshall 

l e t me f i r s t ask you, i n your opinion, w i l l i t be economic to gath< 

and compress t h i s casinghead gas f o r sale? 

;he 

- , 

sr 
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A Wo, s i r , i t w i l l no t . 

Q In your opinion, w i l l i t be economic to gather and 

compress t h i s casinghead gas f o r i n j ec t ion? 

A Fo, s i r . 

Q What are we looking at here i n the way of a reservoi r , 

Mr. Marshall? What stage of deplet ion i s the Escri to-Gallup Pool 

in? 

A The reservoi r i s i n a very advanced stage of depletior 

The average production from the eight wel l s i n the f i e l d i s , I be­

l i e v e , approximately 13 barre ls of o i l per day. The f i e l d i s i n 

what we might term the s t r ipper stage. 

Q A l l r i g h t , s i r . I n view of tha t , l e t me ask you this^ 

Mr. Marshal l . I want you to assume, f o r the purpose of t h i s ques­

t i o n , that present operations i n t h i s f i e l d continue, and that no 

add i t iona l investment or operating expense i s required . Under that 

assumption, l e t me ask you, w i l l these wells i n the Escri to-Gallup 

Pool be p r o f i t a b l e wells? 

A I n regard to Pan American's two w e l l s , i t i s my opin­

ion that nei ther of these wel ls w i l l even pay out the cost of d r i l ] 

i n g . I n regard to the remaining we l l s , i t i s also my opinion that 

although I don' t have the benef i t of the exact cost f i g u r e s , the 

average w e l l i n the f i e l d w i l l not pay out, or pay out the cost of 

d r i l l i n g . 

Q And your answer to tha t question i s w i t h the assump­

t i o n i n mind that no add i t iona l expense was required? 

' • 
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A That 's cor rec t . That was under the assumption i t i s 

continued to be operated i n the manner i t has been operated i n the 

past . 

Q I f add i t iona l expenses, operating and investment 

were encountered, that would make i t even more uneconomic, would i-t} 
i 

not? 

A Yes, s i r . j 
I 

Q A l l r i g h t , s i r . Let me ask you t h i s , Mr. Marshal l . | 
! 

What i s the t o t a l gas produced from the Escri to-Gallup Pool per day>? 

When I say Esorito-G-allup Pool, I am inc lud ing the; two wel ls , the on e an 

Section 19, and the one i n Section 20? 

A Based on actual production f i gu re s f o r March, there 

was 500 — approximately £00 j ^ p 0 f casinghead gas d a i l y produced 

from t h i s f i e l d . 

Q A l l r i g h t , s i r . You heard Mr. Hut te r ' s testimony thai 

he would predic t f o r June 674 MCP per day? 

A Yes, s i r . 

Q, What causes the d i f fe rence between your 5>00 and h i s 

674? 

A Wel l , s i r , my f i g u r e s were based on actual production 

during March. How, the — 1 believe the r a t i o tes ts which Mr. 

Hutter based h i s f i g u r e on were taken during two, three month 

period, March and A p r i l and possibly some i n May. I ' m not sure, 

but the d i f fe rence i n f i g u r e s i s possibly p a r t l y due to the f a c t 

that these wel ls are dec l in ing r a p i d l y I n producing ra t e , and to 
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apply the g a s - o i l r a t i o t o the a l l owab le may be somewhat excessive 

t o what i t w i l l — what the f i e l d w i l l a c t u a l l y produce. 

Q A l l r i g h t , s i r . S t i l l f o r the purpose of Mr. Hut ter* 

s tudy, t h a t i s c e r t a i n l y a v a l i d way — 

A Yes, s i r , and, of course, w i t h the number of w e l l s 

considered i n t h i s f i e l d , i n my o p i n i o n , the numbers are close 

t o g e t h e r , they are i n the same range. 

Q A l l r i g h t , s i r . Of t h i s approximate 500 MCP per day, 

how much of t h a t i s f l a r e d ? 

A I b e l i e v e t h a t there i s approximate ly l+OO. 

Q About lf.00 MCP per day f l a r e d ? 

A Yes, s i r . 

Q I n your o p i n i o n , Mr. M a r s h a l l , i s t h i s a l a rge quan­

t i t y of gas or a smal l volume of gas? 

A When the number of w e l l s are considered t h a t are p r o ­

duc ing , I consider i t a smal l volume of gas. 

Q I n your o p i n i o n , w i l l the gas r a t e s f o r t h i s p o o l — 

the gas produc ing r a t e s , do you t h i n k i t w i l l increase? 

A Ho, s i r . Based on my study, as I s ta ted b e f o r e , the 

f i e l d i s p r e t t y w e l l dep le t ed , and a l though the g a s - o i l r a t i o s w i l 

p robab ly go up i n the f u t u r e , the f a c t t h a t the o i l p roduc ing r a t e 

are d e c l i n i n g a t such a r a t e , i t w i l l cause a t o t a l gas volume t o 

be less even though the r a t i o s may i n c r e a s e . 

Q. A l l r i g h t , s i r . How, Mr. M a r s h a l l , r egard less of 

whether the gas i n t h i s poo l i s s o l d , or whether i t i s r e i n j e c t e d , 
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i t w i l l have to be gathered and compressed, w i l l i t not? 

A That i s correct. 

Q That w i l l be an investment expense and operating ex­

pense that w i l l be common to either a sale or reinjection? 

A That i s correct. j 

Q So actu a l l y , looking at i t from the investment stand­

point, i t would require almost the same system, would i t not? 

A The -- except f o r possibly some small amount of l i n e 

to get to the delivery point i n t o the high pressure l i n e , the 

cost would be ess e n t i a l l y the same. 

Q A l l r i g h t , s i r , l e t me ask you t h i s . You stated thatj, 

i n your opinion, i t would be uneconomic to r e i n j e c t t h i s gas com- j 

p l e t e l y . Aside, now, from the cost of investment and operating 

expense of gathering and compressing t h i s casinghead gas f o r re-

i n j e c t i o n , i s t h i s the type of reservoir and i s i t a reservoir at 

a stage of depletion that would lend i t s e l f to secondary recovery 

e f f o r t s through gas injection? 

A Ho, s i r . The primary recovery from t h i s f i e l d has 

been so l i m i t e d , and the reservoir characteristics are such that a 

return on the investment necessary t o in s t i g a t e a secondary re­

covery program would not be realized. 

Q. Actually, Mr. Marshall, when you are looking at the 

Escrito-Gallup Pool, i f you mined i t and got every drop of o i l out 

of i t , you s t i l l wouldn't get much o i l , would you? 

A That i s correct. 
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Q, A l l r i g h t , l e t ' s — f i r s t , l e t ' s now examine the 

f e a s i b i l i t y of ga ther ing ,compress ing and s e l l i n g . How f a r i s the 

c loses t p i p e l i n e f r o m the pool? 

A Accord ing t o the i n f o r m a t i o n a v a i l a b l e t o me, the 

c lo se s t l i n e t o which gas could be d e l i v e r e d i s approximate ly 12,0 

f e e t n o r t h of the northernmost w e l l i n the f i e l d , which i s Pan 

American 's Sanotee No. 1 , l oca t ed i n the SW/1|. of Sec t ion 15, Range 

7 West, Township 21+ N o r t h . A compressor l oca t ed c e n t r a l l y w i t h 

respect t o the w e l l s i n the f i e l d would probably be 16,000 to 17,0 

f e e t f r o m the nearest d e l i v e r y p o i n t . 

Q Casinghead gas i s low pressure gas, i s i t n o t , Mr. 

Marshal l? 

A Yes, s i r . 

0, And t o get i t i n t o any th ing other than a low pressure 

g a t h e r i n g system, i t has t o be compressed? 

A Yes, s i r . 

Q I s t h i s p i p e l i n e t h a t you spoke o f , the nearest one, 

i s i t a h i g h pressure l i n e or a low pressure l i n e ? 

A I t i s a h i g h pressure g a t h e r i n g l i n e . 

Q So the gas would have to be compressed t o put i t i n t o 

t h i s l i n e ? 

A I t would have t o be ad ju s t ed t o the pressure i n the 

l i n e , yes, s i r . 

Q A l l r i g h t , s i r . Let me d i r e c t your a t t e n t i o n , now, 

t o what has been marked as Pan American 's E x h i b i t No. 2 . What i s 

30 
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tha t Exhibi t? 

A Exhib i t 2 i s a bar graph which I ' v e used to compare 

the i n i t i a l investments and operating costs which would be require 

f o r a gathering and compressing system w i t h the revenues that 

would be rea l ized from the gas,from the sale of the gas, when i t 

i s compressed. 

Q A l l r i g h t , s i r . W i l l you discuss what tha t Exhib i t 

r e f l e c t s , s t a r t i n g f i r s t w i t h the bar on the l e f t po r t i on of the 

Exhibi t? 

A The bar on the l e f t represents the i n i t i a l investment 

to purchase and i n s t a l l the compressor and to lay the necessary 

l ines f o r the gathering system i n add i t ion to the operating cost 

f o r the compressor over the remaining l i f e of the f i e l d . This bar 

Indicates that these would require approximately $68,000 invest ­

ment. The bar on the r i g h t i s the — represents the revenue that 

would be obtained from the sale of the gas that was produced. Thl 

revenue amounts to some $27,000, showing that a loss of fij.1,000 

would occur i f i t were necessary to compress and — 

Q, I t I s clear f rom that E x h i b i t , i s i t not , Mr. Marshal 

that i t i s not only an uneconomic propos i t ion , ac tua l ly , i t r e su l t 

i n a loss? 

A Yes, the loss amounts to $1^1,000. 

Q And you have t e s t i f i e d e a r l i e r , have you not, that 

Pan American's wel l s i n t h i s pool , and i n your opinion, the averag 

w e l l i n t h i s pool w i l l not pay out, assuming no add i t iona l inves t -

3 
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raent and operating expenses? 

A Yes , s i r , I have. 

Q And your Exhibit 2 r e f l e c t s that gathering and com­

pressing t h i s casinghead gas would not only be uneconomic, i t woulft 

r e s u l t i n a $1|.1,000 loss to the operator? 

A Yes, that i s correct. 

Q You made your study on a f i e l d basis, did you not, Mr 

Marshall? 

A Yes, s i r . 

Q Why? 

A I n s t a r t i n g out wi t h t h i s problem, i t was my opinion 

that i f I could make my calculations on the basis of the most 

favorable conditions toward i n s t a l l i n g a compressor system, i f 

under those conditions i t proved that i t was not economically 

feasible to do so, then under any conditions i t would not be 

economically f e a s i b l e . Consequently, i n a l l the factors I used, 

I attempted to make i t the most favorable. Now, i n regards to doihg 

i t on a fieldwide basis, i t i s my opinion that i t would cost less 

to i n s t a l l a central compressor st a t i o n and a gathering system 

than i t would be to t r y to attempt t o compress gas and necessitate 

buying a compressor f o r each w e l l or any group of wells. 

Q, Mr. Marshall, are you f a m i l i a r w i th the two high gas-

o i l r a t i o wells that Nutter pointed out i n Section 26? 

A Yes, s i r , I am. 

Q Of the f i e l d ' s 500 MCP per day, what percent do those 
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two wel l s contribute? 

A I believe they produce 60 to 65 percent of the t o t a l 

gas produced i n t h i s f i e l d . 

Q A l l r i g h t , s i r . Are you f a m i l i a r w i t h those two 

wells? 

A Yes, s i r . 

Q I n your opinion, are they approaching the abandonment 

stage of depletion? 

A Neither of the wel ls during March reported production 

of as much as 3 bar re l s a day. I t i s my opinion that these two 

wel ls are advancing r a p i d l y toward economic abandonment and w i l l 

probably be abandoned i n the near f u t u r e . 

Q Assuming tha t those two wel l s w i l l be abandoned, as 

you an t ic ipa te they w i l l , what then w i l l be the t o t a l gas produc­

t i o n per day from the f i e l d ? 

A I t w i l l be approximately 180 MCP of cashinghead of 

gas d a i l y . 

Q 180? 

A Yes , s i r . 

Q Mr. Marshal l , do you have a recommendation to make tc 

the Commission w i t h respect to the Escr i to-Gallup Pool? 

A Yes, s i r . As a r e su l t of t h i s study, i t i s ray opin­

ion tha t the f i e l d should be continued t o produce as, and pro­

rated, as i t has been i n the past, and that by doing t h i s , the 

in t e re s t s , both co r re l a t ive r i g h t s of a l l people concerned, w i l l 

I 
i 
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be protected and waste w i l l not occur. 

MR. BUELL: That 's a l l we have at t h i s t ime, may i t 

please the Commission. j 

MR. PORTER: Does anyone have a question of Mr. Mar- j 
i 

shall? Mr. Payne. I 

CROSS EXAMINATION | 
ii 

BY MR. PAYNE: j 

Q Mr. Marshal l , did you hear Mr. Nut te r ' s testimony j 

that perhaps t h i s pool should be the subject of a f u r t h e r study? j 

A Ye s, s i r . 

Q Do you f e e l that you have made such a study and, there­

f o r e , there i s no necessity f o r a second study to be made? 

A I am confident that a f u t u r e study would indicate 

approximately the same th ing , so consequently, I couldn ' t recom­

mend any f u r t h e r study. 

MR. PAYNE: Thank you. That 's a l l . 

MR. PORTER: Mr. Nut ter . 

QUESTIONS BY MR. NUTTER: 

Q Mr. Marshal l , did you make an estimate of tne reservejs 

that are i n place i n t h i s pool? 

A The — i t was any estimate i n regard to making t h i s 

study, that f rom the performance of the pool , that the gas rate i s 

now at a maximum. Now, I — rather than making a - - t r y i n g to 

make an estimate of the actual reserves, I based these economics 

on the f a c t that t h i s maximum would be produced throughout the 
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remaining l i f e of the f i e l d . Now, I do not believe that the rate 

w i l l be that h i g h . However, to give a more favorable p i c t u r e , I 

assumed that the ra te w i l l continue at the l e v e l that i t i s now. 

Q Do you t h i n k that the high r a t i o s which the two wel ls 

i n Section 26 have, can be a t t r i b u t e d more to s t r u c t u r a l pos i t i on 

or to stage of depletion? 

A Wel l , I t h ink that a considerable amount of that can 

be a t t r i b u t e d to deple t ion . Now, i t i s possible tha t , i n f a c t , 

probable, I t h i n k , i n t h i s case, that these wel l s may be producing 

some f r e e gas. Now, whether t h i s gas i s as a r e su l t of a 

s t r u c t u r a l p o s i t i o n or stray sand possibly that contains f r e e 

gas, I am not sure. 

Q W e l l , some of the wel l s i n t h i s pool have low r a t i o s , 

don' t they? 

A Yes, s i r . 

Q As they produce and reach a s imi la r stage of deple­

t i o n , that t h e i r r a t i o s w i l l become higher? 

A Yes, s i r , I believe t h e i r r a t i o s w i l l increase some­

what, yes, s i r . 

Q Do you t h i n k that the i n j e c t i o n of gas i n this pool 

would enhance the o i l recovery? 

A I f a i l to see how i t could economically enhance the 

o i l recovery. Possibly, i f you d i d n ' t consider economics at a l l , 

and in j ec t ed a l l the gas, there might be some minor amount i n i n ­

crease i n production, but the primary amounts are so low that i t 
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c e r t a i n l y would no t be much. 

Q Now, t h i s income or revenue t h a t you show on the bar 

on the r i g h t s ide of your Exhibi t , i s — the income f r o m the gas 

i 

i s i f you marketed the gas? j 

1 
A Yes, s i r . j 

Q You h a v e n ' t made any study of the increased o i l t ha t j 

might be a v a i l a b l e i f you i n j e c t the gas? j 

A W e l l , s i r , I ' v e made a study t o the ex ten t tha t I do 

not b e l i e v e i t i s f e a s i b l e t o do such a t h i n g . Now, a f t e r t h a t 

conc lu s ion , I d i d n ' t pursue the mat ter any f u r t h e r . 

Q, What would compression f a c i l i t i e s f o r 5 ° ° or 600 

cubic f e e t of gas cost? 

A My es t imate f o r the cost of the compressor i s $25,000 • 
9 

the r e s t of the bar on the l e f t of the E x h i b i t 2 i s ope ra t ing cost 

and l i n e cos t , l a y i n g the l i n e . 

Q That would be t o t r a n s p o r t the l i n e t o t r a n s p o r t the 

gas t o the nearest market f a c i l i t i e s ? 

A To gather the gas f r o m the w e l l i n t o the compressor 

and then t o t r a n s p o r t i t th rough one l i n e t o the nearest - -

Q I f the gas were gathered and then put i n t o a com­

pressor and then i n j e c t e d i n t o a nearby w e l l , you w o u l d n ' t have 

t h a t l ong l i n e t o the nearest p roduc ing gas w e l l ? 

A T h a t - i s c o r r e c t . 

Q How much would t h a t cos t , do you f e e l ? 

A W e l l , as I s a i d , there was approximate ly 17,000 f e e t , 
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so I would say p o s s i b l y as much as $7,500 t o $8,000 would be 

e l i m i n a t e d by v i r t u e of not hav ing t o b u i l d t h a t l i n e . 

Q What d i d you use as your l i f e of the poo l f o r your 

income c a l c u l a t i o n , Mr. Marsha l l? 

A My es t imate i s th ree years f r o m June 1st of t h i s year 

MR. NUTTER: Thank you . T h a t ' s a l l . 

MR. PORTER: Anyone e lse have a ques t ion of Mr. Mar­

sha l l ? The wi tness may be excused. 

(Witness excused) 

MR. PORTER: Anyone else des i re t o present tes t imony 

i n t h i s case, Case 1569? Anyone have a statement to make? 

MR. H0LIK: Mr. Commissioner, W. V. H o l i k , J r . I 

would l i k e t o make a statement on beha l f of E l Paso. 

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

MR. HOLIK: I am au tho r i zed by E l Paso Na tu ra l Oas 

Company, r e f e r r e d t o as " E l Paso," t o make t h i s statement on i t s 

b e h a l f . E l Paso had made p r i o r statements i n December of *58 and 

March, »59 h e a r i n g s . This statement supplements and b r i n g s t o dat 

the progress made i n o b t a i n i n g a u t h o r i z a t i o n t o cons t ruc t and the 

progress made i n c o n s t r u c t i o n of f a c i l i t i e s f o r t a k i n g casinghead 

gas f r o m producers i n the B i s t i - G a l l u p a n d G-allegos-G-allup O i l Pool 

Pursuant t o an agreement entered w i t h S h e l l O i l Company 

c o n s t r u c t i o n work has proceeded on the f a c i l i t i e s necessary t o t ak 

t e n m i l l i o n cubic f e e t per day au tho r i zed by Federa l Power Commiss 

i o n i n a temporary c e r t i f i c a t e order dated November 13, 1958. E l 

| 
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Paso's Exhibit No. 1 i s a map showing the location of gathering 

f a c i l i t i e s already constructed and gathering f a c i l i t i e s now under 

construction. 

Now, r e f e r r i n g to that map, what i s shown i n red i s what we 

have i n i t i a t e d construction on wi t h Shell O i l Company, a j o i n t 

venture, you might say, and we are presently b u i l d i n g those f a c i l i f 

t i e s at t h i s time. I n the B i s t i trend, the f a c i l i t i e s shown on tho 

extreme l e f t are those which are hereafter referred to as the Brit+ 

ish American,and l y i n g between those i s the Sunray Mid-Continent 

f a c i l i t i e s . That I w i l l r efer to l a t e r . The gathering system 

shown on the extreme right-hand corner i n the Gallup Gallegos trenf? 

are proposed systems, and nothing has been done on them to date. 

El Paso estimates the gathering f a c i l i t i e s to serve the 

wells covered by the Shell contract w i l l be completed by June 15 

and the compression f a c i l i t i e s by July 1 of t h i s year. These 

f a c i l i t i e s w i l l handle ten m i l l i o n cubic feet per day authorized 

by the temporary c e r t i f i c a t e . 

I n addition, B r i t i s h American O i l Company has completed a 

gathering system to gather casinghead gas which i s presently being 

reinjected by B r i t i s h American and which w i l l be sold to El Paso 

i n the future under an ex i s t i n g contract between B r i t i s h American 

and El Paso. Negotiations are substantially completed f o r trans­

f e r of these gathering f a c i l i t i e s to El Paso upon PPC approval. A 

similar arrangement i s under discussion w i t h Sunray Mid-Continent. 

Engineering studies have been made to estimate the f a c i l i t i e s 
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required and the cost of f a c i l i t i e s necessary to take gas from the 

Gallegos-Gallup t rend . Preliminary but f i r m proposals have been 
j 

submitted w i t h i n the l a s t week to Skelly Oil Company and others j 

covering the production of Skelly and other operators i n the area.J 
| 

No f i r m agreement has been reached regarding any producer sharing j 

wi t h El Paso the r i s k incident to construction of f a c i l i t i e s under 

a temporary c e r t i f i c a t e . 

El Paso's application under Docket No. G-15696 was set f o r 

hearing July 6 but Federal Power Commission has recently portponed 

t h i s hearing and has not reset the hearing f o r a d e f i n i t e date. 

This application requests, among other things, authority to con­

struct f a c i l i t i e s required f o r gathering and processing the casing 

head gas under contract, as estimated. 

A l l except f i v e of the producers with whom El Paso has cas­

inghead gas contracts have f i l e d applications with Federal Power 

Commission f o r producers' c e r t i f i c a t e s . These cases have been conf-

solidated and set f o r hearing on June 12. 

I f Federal Power Commission issues permanent c e r t i f i c a t e s 

to the producers i n these applications El Paso w i l l seek to obtain 

approval f o r construction of the f a c i l i t i e s necessary to serve 

those producers accepting permanent c e r t i f i c a t e s i n an entire area 

El Paso w i l l meet with any group to discuss sharing the r i s k of 

construction under a temporary c e r t i f i c a t e . Upon obtaining a cer­

t i f i c a t e , i n form acceptable to El Paso, then El Paso w i l l proceed 

immediately with construction of the additional f a c i l i t i e s . 

D E A R N L E Y - M E I E R & A S S O C I A T E S 
GENERAL LAW REPORTERS 

A L B U Q U E R Q U E . N E W M E X I C O 
Phone CHopel 3-6691 



ko 

MR. BUELL: May I formally offer Pan American's Ex­

h i b i t s 1 and 2, Mr. Porter, and while I am on my feet , make a gen-
! 

e r a l statement i n t h i s case? | 
j 

MR. PORTER: I s there o b j e c t i o n t o the admission of j 
I 
i 

these Exhibits? They w i l l be admitted i n t o the record. You may 

proceed, Mr. Buell. 

MR. BUELL: Pan American has operations i n the Gallegos-

Gallup Pool and the Bisti-Gallup Pool, and i n those two pools we 

f i n d ourselves i n a s i t u a t i o n that i s common to a l o t of the operaf 

t o r s . Through no lack of diligence on our part, we are not yet 

able to save and s e l l the producing casinghead gas. We have a 

hearing before the Federal Power Commission tomorrow as a re s u l t 

of an application we made back i n November of 1958. The e a r l i e s t 

possible approval on our c e r t i f i c a t e would be two to three months, 

For the procedural delays that we run i n t o , and can expect, I am 

a f r a i d Mr. Nutter's recommended delay of a hundred and twenty days 

would not give us s u f f i c i e n t time to have complied with these pro-j 

cedural rules and matters and to have -- f o r E l Paso to have con­

structed the f a c i l i t i e s to our wells to save the gas. For that 

reason -- and Pan American sincerely feels the delay i s not due to 

a lack of diligence on our part. For that reason, I would l i k e to 

move that t h i s case be continued f o r six months. I t i s my sincere 

b e l i e f that i f the Commission should continue t h a t , we w i l l f i n d 

at the expiration of six months that most, i f not a l l , of the gas 

i n the areas that Mr. Nutter has recommended, w i l l be saved and 
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going i n t o sales. 

MR. PORTER: The Commission would l i k e to hear any 

comments that anyone would l i k e to make concerning counsel's motio^ 

f or c ont inuance. 

MR. KELLAHIN: I f the Commission please, as I under­

stand, you just want comments on the motion f o r continuance? 

MR. PORTER: That's r i g h t . 

MR. KELLAHIN: We also have an additional statement 

we would l i k e to make, but at t h i s time the Standard of Texas woulijj 

l i k e to go on record i n support of the motion which has been made 

by Mr. Guy Buell f o r an extension of time,for the six months. 

Standard i s i n a similar s i t u a t i o n i n the B i s t i Pool. Although our 

production i s not so great as some of the other operators, we are 

negotiating with El Paso i n an attempt t o get our casinghead gas 

picked up. We have the same problems as a l l the other operators 

are faced with, and we do not f e e l that one hundred twenty days i s 

going t o be s u f f i c i e n t time to get connections i n there. 

MR. LOAR: I am William Loar, representing Sunray Midi-

Continent. I n the portion of the B i s t i F i e l d , which i s the east 

portion of area F and part of port i o n G, Sunray Mid-Continent has 

several wells that have we have dedicated the gas t o El Paso. 

We are i n a po s i t i o n similar to the Standard of Texas, and a numbe; 

of the other operators. We have d i l i g e n t l y been t r y i n g t o work ou 

some method f o r the dispo s i t i o n of t h i s gas. From what we have 

found, from the delays we have gotten from the Federal Power Com-
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mission hearings, and the l i n e s l a i d i n the area, the e a r l i e s t we 

can expect gas going i n t o the market would be approximately six 

months. Therefore, we would concur i n Mr. Buell*s motion that 

six months delay be granted. 

MR. BRATTON: I f the Commission please, Humble desirejs 

to concur i n the motion by Mr. Buell. I believe that what has beeji 

shown here today shows that everything i s being done which can be 

done, and that the delays are not the f a u l t of the operators, and 

that w i t h i n a reasonable time f u r t h e r progress w i l l be made, but 

one hundred twenty days may just be too short, and six months sounds 

more w i t h i n the realm of p r o b a b i l i t y . We strongly concur i n the 

recommendation of Pan American. 

MR. HOWELL: Ben Howell, representing El Paso Natural 

Gas. El Paso Natural Gas joins w i t h the operators and believes 

sincerely that by the time that the recessed hearing i s resumed, 

that the great bulk of the problems w i l l have been solved. I t i s 

just a matter of three days now u n t i l a number of producers' a p p l i ­

cations w i l l be heard by the Federal Power Commission, and certain­

l y u n t i l the action that the Federal Power Commission takes upon 

those applications i s known, i t i s impossible f o r anybody to proceed 

any f u r t h e r . So that everything i s at a s t a n d s t i l l u n t i l we can 

f i n d out something from the Federal Power Commission. 

MR. BUSH NELL: Amerada concurs i n the motion made by 

Mr. Buell on behalf of Pan American. 

MR. SPANN: Charles C. Spann, f o r both P h i l l i p s 
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Petroleum Company and El Paso Natural Gas Products Company, we 

would l i k e to concur i n Mr. Buell*s motion, and further state that 
i 
i 

i f the motion i s overruled, we would s t i l l recommend that addition<-

a l time be allowed — I mean i n addition to one hundred twenty 

days before the Order becomes e f f e c t i v e , at least some r e a l i s t i c 

time be used,bearing i n mind these hearings that are pending. AnB 

i t would be — perhaps i f a period of time i s used, i t begin after 

the Federal Power Commission has acted, and some Orders put out 

concerning these applications. 

MR. PORTER: Any other comments on the motion? 

MR. PAYNE: Yes, s i r . 

MR. PORTER: Mr. Payne. 

MR. PAYNE: Mr. Examiner, I would poin t out that i t 

i s the duty of t h i s Commission to prevent waste, and that t h i s i s 

t rue regardless of luany delays that may be caused by the Federal ! 

i 

Power Commission. I would, therefore, recommend that an Order be 

entered i n t h i s case. I f the Commission fe e l s that a hundred and 

twenty-day l i m i t i s too short, they could extend i t to six months 

or some such f i g u r e . However, I strongly believe that an Order 

ought to be entered as perhaps the only way to speed up the FederafL 

Power Commission. 

MR. PORTER: Anyone else want to comment on the motiojn? 

The Commission w i l l deny the motion f o r a continuance, and i n con­

sidering the case, we c e r t a i n l y w i l l consider the admonition of 

Mr. Payne to consider a l a t e r date — l a t e r e f f e c t i v e date of D E A R N L E Y - M E I E R a A S S O C I A T E S 
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entering a no-flare provision f o r the Order that might be included 

The Commission w i l l c e r t a i n l y consider the recommendations of Mr. 

Nutter. We w i l l also consider the merits of making the ef f e c t i v e j 

date of any such Order l a t e r . And we w i l l take the case under ] 

advisement. 

I believe we had the request from some of the interested 

parties to enter a statement i n t o the record, which we w i l l enter­

t a i n at t h i s time. 

MR. KELLAHIN: I f the Commission please, Jason Kella­

h i n f o r Standard O i l Company of Texas. Standard O i l Company of 

Texas operates four wells i n the Escrito-Gallup Pool, two of whichj 

received some a t t e n t i o n , both i n Mr. Nutter's testimony and i n tha 

presented by Mr. Marshall. As the record now shows, those two 

wells located i n Section 26 are high gas-oil r a t i o wells, which 

are p r a c t i c a l l y at t h e i r economic l i m i t of p r o d u c t i v i t y . We do 

not anticipate they w i l l be produced very much longer. Of the 

four wells operated by Standard, they are a l l marginal wells and 

producing approximately 35 barrels of o i l per day t o t a l . The gas 

volume from the Escrito F i e l d , as shown by the testimony offered 

by Pan American, i s I n s u f f i c i e n t to j u s t i f y the gas gathering sys­

tem or compression f a c i l i t i e s either to s e l l or to r e i n j e c t the 

gas. The f l a r i n g of gas, of course, i s prohibited i n the Gallup 

F i e l d . I t would then cause premature abandonment of the proper­

t i e s operated by Standard O i l Company of Texas, and probably some 

of tne other operators, and a resultant loss of o i l , which could 
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otherwise be recovered. I t i s requested that the present status c 

a l lowing the f l a r i n g of gas i n t h i s Pool be continued to permit th 

marginal wel ls to produce t he i r normal — to t h e i r normal economic 

l i m i t during — by obtaining a greater recovery of hydrocarbons 

from t h i s p a r t i c u l a r rese rvo i r . We appreciate the recommendation 

which has been made by Mr. Nutter tha t t h i s pool be given f u r t h e r 

study. I f there i s any p o s s i b i l i t y of anything being worked out 

which would save t h i s gas, e i ther by i n j e c t i o n or by marketing i t , 

c e r t a i n l y Standard of Texas w i l l cooperate to the f u l l e s t extent . 

We do not object to an indust ry committee making f u r t h e r study. 

We do f e e l that Pan American has done an excellent job, but i f 

there i s anything f u r t h e r to do, we ce r t a in ly want to cooperate. 

Thank you. 

MR. PORTER: Anyone else want to say anything f u r t h e r 

i n t h i s case? Take the case under advisement. 

F 
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STATE OF HEW MEXICO ) 
) ss 

COUNTY OP BERNALILLO ) 

I , J . A. T r u j i l l o , Notary Public i n and f o r the County of 

B e r n a l i l l o , State of New Mexico, do hereby c e r t i f y that the f o r e ­

going and attached Transcript of Proceedings before the New Mexico 

O i l Conservation Commission was reported by me i n Stenotype and 

reduced to typewr i t ten t r ansc r ip t by me, and that the same i s a 

true and correct record to the best of my knowledge, s k i l l and 

a b i l i t y . 

WITNESS my Hand and Seal t h i s , the " day of fv<— 

1959, i n the Ci ty of Albuquerque, County of B e r n a l i l l o , State of 

New Mexico. 

i , NOTARY PUBLIC 

My Commission Expires: 

October 5, I960 
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