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CASE 1569 1In the matter of the hearing called by the
0il Conservation Commission on its own
motlon to consider the promulgation of an
order prohibliting the flaring of casing-
head gas from o011 wells in San Juan, Rio
Arriba, McKinley and 3Sandovel Counties,
New Mexico.
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Edwin L., Mechem
Murray Morgan
A. L. Porter
IRANSCRIZI QOF _PROCEEDINGS

MR. PORTER: Next case on the docket, Casc 1567,

MR. PAYNE: Case 1569, In the matter of the hearing
called by the 01l Conservatlion Commission on its own motion to con-
slder the promulgation of an order prohibiting the flaring of cas-
inghead gec from oll wells In San Juan, Rio Arriba, McKinley and
sandowval Counties, New Mexico.

MR. COOLEY: If it please the Commission, I am Willlam
J. Cooley, sppearing on behall of the Commlission. I have one wit-
nesa I would like to have sworn.

{Witness sworn)

MR. PORTER: Mr. Cooley, before we proceed with this
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witness, I would like to ask for other appegfgﬁces in this case at
this time.

MR. WHITE: If the Commission please, I am Charles
White of Gilbert, White & Gilbert, Ssanta Fe, New Mexico, appearing

on bshalfl of Sunray Mid-Continent and Skelly 01l Company. If the

Commiasion please, at this time I would like to have permission to
have asgsoclated with me in thls case two Tulsa, Oklahoma attorneys|
Mc. William Loar, representing Sunray Mid-Continent, and George
Sellinger, one of the attorneys for Skelly.

MR. KELLAHIN: Juson Kellahin, Kellahin & Fox, Santa P4,
New Mexico, appearing on behalf of the Amerada Corporation and
Pnillips Petroleum Company.

MR. VERITY: George L. Verlty, Farmington, appearing
for Rex Moore and Vincent Montan.

M. NSWMAN: Kirt Newman of Atwood & Nalone, Roswell,
New Mexlco, 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 0il & Refining Campany.

MR. SPERLING: James E. 3perling, appearing on behalf
of the Brltish Amerlcean Producing Campany.

MR. SETH: Ollver Seth, El Paso Natural.

MR. SPANN: Charleg C. 3Jpann, El Pago Products.

MR. PORTER: Mr. Cooley, you may proceed with your wit+4

ness, please.
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DAN NUTTER,
called as a witness, having been first duly sworn, testifled as
follows:
CIRECT EXAMINATICN

BY: MR. COOLEY:

Q Will the witness state his name and position, please?

A Dan Nutter, chlef engineer, 01l Conservation Commlasion

Q HMr. Rutter, sre you & graduate petroleum englneer?

A Yes, sir, I an.

Q Would you state frau what school you recelved your de-
gree and what your background 1a?

A I hold a degree in petroleum englneering from the New
Mexlco School of Mines. I received thls degree in the winter of
1951. Subsequent to receiving my degree, I went to work for Phillj
Petroleum Company, worked for that company until I recelved -~ or
I worked for that company in Texas, Kansasg and New Mexico. I re-
slgned and came to work for the 01l Conservation Comuisslion Septem-
ber the lat, 195l , and have been here since.

Q Are you generally familiar with condltlons regarding
production in northwest New Mexico?

A Yes, sir, I an.

& Mr. Butter, Cage 1560 was called on the motion of the
0il Conservation Commisslon to consider the promulgation of orders
prohnibiting the flaring of gas in San Juan, Rio Arriba, McKinley

and Sandoval Countles, New Mezicc, which I willl refer here to as

ps
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San Juan Basin. Have you made a study of a;éinghead gas in San
Juan Basin?

A Yes, I have.

& Have you been sble to determine the total quantity
of casinghead gas that ls presently being produced in the San Juan
Baain?

A Yes, I have. According to the calculations which I
went through well by well, for every well in the 3&n Juan Basin,

I eatimate that approximately forty milliocn cublc rfeet of casing-
hisad gas 1s produced per day at the present rate of allowable.

€ Mr. Nutter, how did you obtain that total of forty
xillion?

A I used the allowable for the wells times the official
gas-oil ratlo as reported by the operators to the Commission dur~
ing the ratlio tests last swmmer.

Q@ Then, for the sake of clarity, the figure that you have
comeé up =~- the forty millicn, would be the amount of gas that would
be produced incldental to the prcduction of all oil wells, oil
allowable?

A That's correct.

@ VWas there any other method available to you, Mr. Nutter
by which you could heve computed the amount of casinghead gas being
producsed in San Juan Basin?

A There actually isgn't. Unless you have a meter on each

lease measuring the output at the separator, any calculation of

e
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produced gas has got to be based on the gas:éfl ratlios. We had
available tc us the amount of gas that is produced as reported by
operatora on the C-115's, However, I di1d not use that particular
figure insasmuch as all operators have not reported casinghead gas,
and it would be an Incomplete figure if I were to use thsat.

Q Then, do you feel that a mere suwmarization of the
amount of gas that 1z reported to the Commisgsion as having been
produced on Form C=~115 would be an inaccurate figure?

A Yes, 1t would be.

Q@ Do you feel that the method of calculation which you
have used will bring us to & more accurate figure, the most accur—
ate figure that we could arrive at?

A Yes, I bellevs 1t 1s & reliable figure.

Q Mr. Futter, I c¢all ycur attention to a map placed on
the bulletin board which ha&s been marked for ldentification as
Commisalonts Exhibit 1, in Case 1569, and ask you to explain the
symbols, colors, cirecles and other matters ahown thereon.

A Yes, sir. Ve have ~=

¢ What is the general area first covered by the map?

A The general area covered by this Exhibit ls the northern
moat portlon of Sandoval County, all of Rio Arriba County, and all
of San Juan County. All of the oil wells that ere in the bagin are
included in the area coversd by this map with certain few exception
which lle aouth of the map. The amount of gas that 1s produced by

the pools and the wells which are not on the Exhibit is a negligibl

14 5d
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amount of gas, and I didn't feel that 1t would even be worth while

to clutter up the room with a big map with no mcre gas than would
be shown by that other Exhivit. We have deplcted by a colored dot
1 a1l : the wells which are claassified by the Commission a3z oll wells
in the San Juan Basin. The red dots iadicate wells for which no -=
our files do not reflect any use of the gas for those wells. I
reallize that In some instances a portion of this gas is used on the
lease. Those are the red dots. The blue dota are wells for which
wWwe have no reported GCR. Some of them are brand new completions,
and the GOR's have not been filed yet. Some of them, I think, are
next to Seing dry holes, and the operators have never filed 116's
cn them. At any rate, the blue dots are not included in this cal-
culation of estimsted gas that ig%produced. The green dots Indi~
cate wells producing ges, which gas 1s marketed. We have this area
here which 18 marked in -~ which is the South Blanco Toleito Pool.
The south is compressed and put into high preasure lines in this
area. Area P 1la the Otero Gallup Pool. The gas is compressed
and put into high pressure lines. Area D which 1s the Gallegos
Gallup area, has a few little green dots in it. This gas is put
into high pressure lines and at the crossroads of four townships
in the central part of the Bisti Pool we have four wells which are
producing gas in the LPG pilot area, This geas is reinjected. I
bellieve that covers all of the green dots on the map. There are
alsc quite a number of yellow dots. All of the wslls that are

repregsented by yellow dots producs very small amounts of gas and
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in most cases it waes reported to the Commission &s being toco amall
to measure. The circled areams are areas which we felt could be
lumped together and studied as a whole, and they ars identified on
the Exhibit as areas "A" through "M."

Q@ And to further explain the meaning of the red dots, Mr.
Nutter, we must agsums, for the purpose of thls hearing, for the
most part, that gaas 18 presently being flared?

A I believe that isg a'gcod assumption to malke.

Q Mr. Nutter, I now direct your attentlon to the area in
the upper left hand corner of Exhlbit 1 designated as area "A",and
ask you to tell the Comuission the common source of supply there
involved and the amount of gas belng produced within the red out-
line of that area?

A Area "A" is that area of San Jusn County that has been
designated by the Commisslon as the Verde~Gallup Pool producing
from the Verde formstion. The area circled in red, exclualve of
the yellow dots and blue dots, ls producing 822 MCF per day.

Q Now, Mr. Nutter, would you proceed to the adjacent ares
marked as Area "B", and tell the Commission what cammon source of
supply that is and how much gas 1s being produced in that ares?

A Area "B" 1s that pool defined by the Commission as the
Horseshoe-Gallup Pool produdng fr.cxn the Gallup formation. The
available information that we have indicates that approximately 297
MCF are being produced in the circled area.

Q Will you proceed to area "C" and tell the Coammission =~
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A Aree "C" 1s & new dilscovery. As a metter of fact, this
1s on the docket for creation of thias pool today. It 1s kmown
8s the Chimney Rock. It 1s producing & total of 38 MCF per day.

Q Procesd next to area "DV, please.

A Area "D" i1s the Gallegos-Gallup area, ecxclusive of the
blue dots and the green dota. Thers i1s a total amount of gas being
produced by the red wells approximating 8,793 MCF per day.

Q Area "E" pleaase.

A Ares "E" I call the northern portion of the Bisti Pool.
I broke the Bistl in four areas for this study. I call this the
northern area on the Bisti Pool, and it is producing 1,506 MCF pen
aay.

Q Ares "P",

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

Q Proceed to "g."

A "G" i1 msouth central portion of the Bistl, and produces
4,626 MCF per day,

Q Area "H®,

A Area "H" is the southernmost portion of the Bisti Pool.
The wells are rather scattered in that end end produce only 763 MCF
per day.

Q Proceed to area "I."

A Area "I" 15 classified by the Commission as the Escritde

Gallup Pool and produces a total of 519 MCF per day.
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Q Area “J?"

A Area "JV 1s an undesignated area lying approximately a
mile northeast of the Otero~-Gallup Pool. There are two wells in
area "J", 593 MCF per day.

@ Area "K?"

A Area "K', two undeslgnated wells producing 59 MCF per
day.

Q@ Area "L3"

A Undesignated aream. It i1s in the Skelly 01l Company's

aree producing from the Dakota, and makes about 273 MCF per day.

Q Area M i1g an anocmaly as far as the Plotured Cliffs for-
mation is concerned?
A These are the two Pictured-Cliffa ocil wells in the basin

and produce 98 MCF per day. I mentioned "N" and "P" & while ago.

They are not clreled, however.

Q Mr. Nutter, 1In your opinion, are any of the areas "A"
through "M", which you have just discussed, that produce such in-
algnificant quantlties of gms as to warrant lmmediate exclusion
from any further conalderation 1in this no-flare case?

A Yes, slr, they are. Before going into those areas,
however, I would llke to state that the areas that lie off of this
map in McKinley County and southern Sandovel County, all'tﬁévwellﬂ
which are outside the clrcled areas should be irmediately excluded

from any further study. We have Rattle Snakes table, Mesa and
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Bloamfisld, plus & few wildcat wells that agéﬁgust seattered here a
there, which there 1s no practlcal way at the present time of gathe
ing the gas, and they should be immedlately excluded and no furthedr
attention pald to those wells. Xow, the circled areas that can be
exciuded, I belleve we can start with area "B," making 297 MCF pen
day. A good portion of thls gas is being used on the lesse. It iJ
common knowledge that many of the operators don't have enough gas

to run their pump units in . area A, that 822 MOF is produced by a

lot of wells, the average MCF In there, or the average GOR is veny

low. I see wells here thaﬁ are making five, two, ssven, elght,
three MCF per day. This is & negligible quantity of gas. Any
gathering lines in the area would be extremely expensive to bulld,
and until such time as Verde~Gallup 1s producing s lot more gas
than 1t 1s at the present time, I don't think we should be too
concerned with the small guantity of gas that 1s velng flared in
the aresa.

Proceeding next to area "B," the Horseshoe-Gallup area,
we have low GOR in thers. There 1s one that bhas three MCF per day
production. It la a top allowable well, too. Some of them are
negligible quantitles of gas. I belleve that considering the
anount of gas thet is used for operation of the leazse in Horseshoe
as compared to the amount of gas that 1s produced, that it should
be excluded.

Area "C" 1g the 1ittle Chimney area with 38 MCP, I don't

think anyone would want to lay a lilne very far for that.

hd

Rikded
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MR. PORTER: Mr. Nutter, may I interrupt just a minute?

What was the total productlon from the Horseshoe~-Gallup which you

previously gave? i

A 297 MCP.
MR. PORTER: Thank you.

A Skipping on down to area "K" where two wells are rather
widely scattered, belng about two miles apart, and producing 69
MCF, I think that this could be eliminated. Area "M" where the
Plctured Cliffs wells are making 98 MCF a day, should be excluded.

Q Now, as a resume, you have recommended exclusion from
consideration of areas "A,% "B," "C," "K." gand "M," is that correct

A That 1is correct,

Q Mr. NHutter, 1t would appear thet certain other areas
such as area "I," "J," and "L" produce small quantities of gas

likewlse. Why are they not being excluded?

A Let's take "I" firat with 619 MCF of gas per day. There

is a posalbility that this quantity of gams, if it were gathered and
| put 1lnto lines, would pay for the compression faecilitles and the
lines. I believe that this area should be the subject of further
study.

Q What 1s 1ts posltion, the position of area "I" relative
to gas gathering facilities in the area?

A It 1s several mlles fram the nearest gas gathering
facilitles. Mot only would the gathering lines have Lo be laid,

tut & truck line to the nsarest faclllitles would also have to be
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extended.

Q Then, wWhy was area "J" not excluded, with only two
wells?

A Area "J" 1s produclng almost 500 MCF per day and is
only a mile away from exisgting facilities which are compressing
gas. I belleve that it wlll be sconomically feasglble to put this
gas in with the Otero~Gellup gas. However, until a cost analysis
is made, I suggest that this just be continuned for further study.

Q Now, ls the adjacent gas gathering facilitles and come=
pressing facilitles to which you referred, the green area marked
NP?"

A Yes, sir, that 1s the Otero~Gallup Pool. Thsse two
wells are & mile fram that.

Q Thank you. What about area "L?"

A Area "L" i producing 273 MCF of gas per day. It is
in an area where there isg high pressure gathering facilities for
the gas pools up there, and this gas could be put in with a high
preasure gas 1f compression facillitles were installed. I suggest
thet & cost anelysis be made of this area to determine the feasi~
bility of it.

MR. PORTER: Mr. Nutter, do you have an idsa of how
far it 1s to the high pressure system that you are talking about?

A Well, there are gas wells In the immediate area. Half
a2 mlle away there 12 a gasg well.

MR. PORTER: Withlin two miles?
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A Yes, sir. Of course, the lines will probably have to
be enlarged to hendle the additional ges,or may have to be, let's
put 1t that way. Thatl ls the reason for the cost analysis.

Q@ Then to summarize, is it your opinion that areas "I,"
"J," and "L® as shown on Exhiblt 1 should be gilven further detailed
study to determins whether -~ the leasibllity of gatherling the gss
in that area?

A Yes, sir, I bellevs za thorough cost analysis should be
made for those areas.

Q@ Mr. Futter, 1s there any area shown on HExhibit 1 whieh,

in your opinion, presently produces sufficient quantitles of casing

head gas to warrant the lmmedlate construction of gas gathering

facllities?

A Yes, sir. While I haven't had the facilities to make
an accurats anslysls of the cost of the gathering facilities and
so forth, I am surs that 1t is economically feasible to gather the
gas in the areas marked "D," "Z," "F, " "G " gnd at least a portion
of "H."

Q@ What is the total gas produced in thoss five areas, Mr.

Nutter?

A Total gas produced in these five areas ls almost twenty)
six million cubic feet per day.

Q Mr. Nutter, do you have any idea of what the golng
price for casinghead gas would be in that area?

A Well, it'a mll sccording te the Individual contract.
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At the very minimum of ten centas per MCF -aw;gil, firat letts take
this twenty-six million cublc fest per day that's produced, and
wetll have to exclude st least ten percent of this as lease use
gas. Thias 1s & high figure for some operators; 1t 1s a low fig-
ure for other operetors. I believe the ten percent flgure is a
pretty fair aversage, howsver, for the pool ss & whole, and if we
take off about twenty-six hundred MCF per day for lease use, we
have remaining about twenty~three milllon cubic fest per day. I
think that ges prices range in the Four Corners ares fras ten cents
to twenty-one cents. If we were to convert this amount of gas that
ia being flared into a dollars and cents value, we come up with a
figure of anywhere from twenty-~three hundred dollars to forty-eight
hundred dollars worth of gas per day that is being flared from
these five areas.

Q@ Do you have any other 1ndiela, Mr. Nutter, which would
lead you to belleve that 1t 13 feasible to construct gathering
facilities in areas "D," "E," "F,n@" and "H?"

& QOh, I think that 1t is evident that it 1ls feaszible in-
asmuch as one of the larger gas companiesg in the country has made
application to the F.P.C. for the suthority te build these facili-
ties. I belleve the gas company would have probably made the analy;
sig of whether the gas could be gathered sconomically and practicab
before they put in this applicatlon.

Q@ In conclusion, then, Mr. Nutter, with regard to these

areasg, ia 1t your opinion that the gas being flered in those areas

¥
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is preventable wagte?

A I belisve 1t is preventable waaste, yes.

Q What are some of the methods by which this waste could
be prevented, Mr. Nutter?

A WVell, there might be three ways of doing it. You ecould
stors the gas after you produce 1%, but that 1s not a very practics
solution. You could market the gas, or you could reinject the gas,
store it in the ground.

Q@ Ia there slgc ancther method of preventing this waste,
Mr. Rutter?

A Yea, sir.

Q What would that be?

A That would be curtailment of the production.

Q Until such time as gethering facllities are constructed

A Gathering facilitles or compreasslon facilities or rein-
jectlon facilities.

Q Do you have any recommeéndation as to what course of
ection, which of these slternatives the Commission should take in
this regard? '

A No, I haven't. I think that's the Commisslon's problen
ané I dont't feel really gualified to amy which of these various
alternatives would be the best.

¢ Do you have anything further that you would lilke to
present in a general way in thils regard, Mr. Nutter?

A I don't belizve so0.

1
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MR. COOLEY: That concludes our witness! testimony, Mr,
Cormissioner. I would llke at thilag tims to introduce Commission'!s
Exhibit 1 in Case 1569, which according to the testimony of the
witness, was prepared by him under his supervision.

MR, PORTER: Any objection to the admission of the Com-
mission's Exhiblit No. 1?7 It will be admitted. Any questions of
Mr. Nutter?

MR. KELLAHIN: If the Commission please, I would like
to ask the witness one guestion.

CROSE EXAMINATION
BY: MR. KELLAHIN:

Q@ In computing the amount of gas which 1a being produced,
a3 I understand, you took the allowable and multiplied it times the
GOR, that's the basgis of your calculation?

A Yes, sir.

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

A Yes, slr, and it might be 2 minimum figure too. In soq
instances the GOR's have increased since the GOR test was taken
last summer.

Q The most recent GOR is from last suwmer?

A Yes, sir, in moat cases.

@ But assuming that many of the wells in the area do not
make their allowaﬁle, then it would not be a realistlic figure to
that extent?

A If the well were rnot producing its allowable, 1t would

e
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probably be a little high, providing the GOR would be constant.

Q Any increase in the GOR would probably be counter-
balanced by production of the well?

A Yes, sgir. In many cases, yes, sir. ;

MR. VERITY: Mr. Nutter, I belleve you sald that part
of "H" was in the ares that you recommended something immediately
be done about. Would you teil us about 1t and explain that for
ua, please?

A Well, there are five wells In the extreme northeast
portlion ~-

MR. COQLEY: Northsast?

A Northwest portion of "H," which if area "G" is con-
sidered -- has to be uith "G." Perhaps balloon No. "G" should have
extended a little fuwrther. Then there is another cluster of five
wells in Sections 8,9 and 17 of Township 24 North, 9 West. I be-
lieve that these should also be conasidered in the Bisgti ss part of
the Blsti as a whole. The remaining five wells are scattered and

should probably recelve very serlous considerstion before anything
is done on them.

Q I wonder 1f 1t would be poasible for you, for the Com=
mission to furniah elther a desoription or a map that would desig~
nate descriptlons in these areas that you are referring to --

A You mean these five wells ~~-

-~ 80 that we can know.

Qe
A The five wells that I just referred to that are scatteped -
Q

Yes, and also "F" and "G" there.

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE, NEwW MEXICO
Phone CHapel 3-6691




19

A Well, I can deacribe these varlous balloons at the
points they are tied to.

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

A The north portion of the Blstl Pool 1s designated as
area "E." The northermmost well;ﬂ which it takes in, 1s a British
American Well located in the SW/} of the SE/L of Section 13, Town-
ship 26 North, 1li West. Balloon No."E" extends doun to and ineludels
all of the wells from there southeast, from this British Ameriean
Wells, southeast to the LPG pilot area. All the wells in 3ection 3§
of 26 13 are included in "E." All of the wells In Section 1 of 2%
13 are included in "E" with the exception of a well in the NE/l of
the SE/l, of Section 1.Ballcon "F," takes off where hallom"E" 16&?48
off and takes in all of the wells in the Blsti Pool west of ths
line which divides Touwnship 25 North, Range 1l West into the east
half and the west half, Thatts 2 hard description to follow, I
grant you. 9"G@" commences at that point in the middle of Township
25, 11, and goes down and includes all of the wells west of Section
2, and including the wells 1In 3ection 2 of Township 2L North, 10
West.Balloon "H" includes the wells in Sections 1, 12 and 13 of
Township ~~ correction ~~balloon "HY includes all the wells in
Seetlons 1, 12 and 13 of Townahip 244 North, Range 1C West, and ex~
tends southeast to and including the wells located in Sections 19
and 30 of Township 2 North, 8 West.

MR, PORTER: Anyone else have a question of Mr. Nutter?

I don't think he thought he would get off this light. The witness
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may be excused.
(Witness excused)

MR, PORTER: Anyone else have further tegtimony to
offer?

MR. SETH: If the Camulsslon plesse, El Paso Natural
Gaa Company intended to make & statement fram the flosr in this
cage, but 1in view of the faet that the statement contains consider-
able amount of fact materiasl, we thought the Commiassion would
prefer 1t be given under oath.

MR. PORTER: The Commisaion would prefer.

MR. SETH: We would llke to have Mr. Woodruff give =a
statement under oath. We don't intend to put in a case under any
senge, but just a statement.

{(Witness swornm)
F. NORMAN WOODRUFF,
called as a witnesa, having been firast duly sworn, testifiled as
followa:
DIRECT EXAMINATION
BY: MR, SETH:
Q Will you please state your name and by whom you are em-
ployed, Mr. Woodruff?
A My naeme 1g F. Horman Woodruff. I am employed by El
Paso Natural Gas Company as their manager of gas proration opera-
tions.

Q Wauld you make your statement, plesnae?
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A Yes, sir. I am authgrized by Eimgésc Natursal Gas
Company, which I shall refer to as El Pago, to make this statement
on behalf of El Paso.

El Paso has negotliated contracts for purchase of casing-
head gas from producers ln the Blsti-Gallup and Gallegos~Gallup
011 Pools, jointly referred to as the "Blati Area" and has signed
28 contracts wilth producers covering the me jor portlon of casing-
head gas produced from the known productive areas ln these two
poolas. These contracts generally are conditionsd upon both buyer
and seller obtaining from the Federsl Power Commission Certificatesg
of Public Convenlence and Necessity, in form and substance satis~
factory to the respectlve receiving partles, permmitting, in the
case of El Pasmo, the construction, ownership and operation of the
facilities necegsary for El Paso to recelve, procesas and market
gas covered by the contracts and, In the case of the ssller, ths
delivery of gas to El Pasc under the provisions of the contract.
It El Paso and the respective sellers have not obtalned sgatisface
tory certificastes by a specified date elther has the right to
terminate the agreement upon thirty days notice. Thils dabte has
passed as to’aama of these contracts and other contracts will soon
be sub ject to termination. El Paso expecta to obtain extenslons
of time from the producers. The contracts contemplate dellvery at‘
& pressure of 15 psig and reserve to the produser the right to use
his share of residues gas for lesse use and for pressure mainten-

ance, repressuring and gas 1lift operations. El Pasc does not
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currently have information concerming the volumes which will be
reserved by the several operators. The volumes used for these pur-
poses will depend upon studies now being made.

El Paso's estimates filed with thé Federal Power Commias-
ion under Docket No. G~15696 project casinghead gas production sube-
sequent to January lst, 1953 of 210.5 billion cubiec feet from the
Bisti Pool and 7G.1 billlon cublc feet from the Gellsgos Pool. El1
Pago!s contracts do not cover this entire quantity.

On July 29, 1958 El Paso filled with the Federal Power
Cormission an epplication under Docket No. (G-15696 for a Certifi-
cate of Public Convenlience and Neceasslty to deliver gss to Pacifice
Gas and Electric Company. The application sought approvel for
facilitles necegaary tc commence dellveries of 100 million cubic

feet per day on November 1, 1959, including 15 million cubic feet

per day fran the Blsti Area as a portion of the gas to bes marketed.
This will require construction of fleld gathering facilities, filel
tranamiassion pilpelines and expansion of the Company's Chaco Gasoline
Plant and Chaco Compressor Station as well as additional compress-
ion, gathering end transulssion facllities in other portions of the
Ccuapanyts system. Eatimated cost for the entire project 1z

$1,7,270,000.00, of which the cost of facilities necessary to gathen

A

process and compresa casinghead gas for delivery into the pipeline
in the Bistl Area 1s approximately 5 million dollars.
On November 13, 1958, pursuent to a request made by El

Paso, Federal Power Commlssion granted temporary authority toc El
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Paso to build facilitles designed to take and process approximetely
10 million cubic feet of casinghead gas per day from the Bisti Ares
at s cost of approximstely L milllon dollars. So far as the Company
is aware no request for temporary certificate has been made by any
operator.

On November 20, 1958 Fedsral Power Commissicn advised E1
Paso that the Specisl Subcommlittes on Leglslative Overslight of the
House Committee on Interstate and Foreign Commerce has questioned
the Commiasion's mection in issulng temporary certiflcates as beling
contrary to the provisiona of the Natural Gas Act. A copy of the
Paderal Powsr Gommigaicon letter is attached to this statament.

Upon recelpt of thils informstion El Paso!s mansgement determined

[}

that it ghould not at this time proceed with construction of facill
ties under a temporary certlficate.

There are nmany questions to be answered prior to commence-
ment of construction work for El Pasota faecilitles. The volumes
of casinghead gas that will be avallable for extractlon of liquids
and the volumes of residue gas which will be avallable for the
plpeline will depend upon determination as to methods of unit oper#»
tions and secondary recovery projects which are now under study.
The capacity and cost of the facilitles to be constructed will de~
pend upon the volumes available and the times when such volumes
will be available. Faced with these uncertainties, untlil perman~
ent certificates be lgsued, El Pasc can not give firm assurance of

the date when facilities will be bullt and ready to take casinghead
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gas fraom the Bisgtl Area.
That concludes the statement on behalf of El Paso Natural
Ga s Gompany.

MR. PORTER: Anyone have a question of Mr. Woodruff

gocneerning any portion of his statement? ‘Ybu may be axcused.
{Witness excused)

MR. PORTER: I would llke to make an observatlon as
far as 1t relates to conservation of gas. Maybe thls committee wag
well named, lLegislative Oveﬁaight Committee.

Anyone else have any statement? Mr. Loar.

MR. LOAR:; If the Commission plesse, I am Willism L.
Loar wilth Sunray Mld~Continent Company. I would like to make &
statement concerning the Blstl Fileld, if I may.

MR. PORTER: Yes.

MR. LOAR: Sunray Mid-Continent is an operator of the
Bisti~Gallup 0il Pool. In July of 1957, following several opera-
tors' meetings, we flled an application to inject LPG followed by
dry geas into a well drillad at the intersection of Townships 25
North, 26 North, Ranges 12 and 13 West. Pursuant to the hearing
in July, the Cil Conservatlon Comuiassion granted the necessary ap-
provel. In August of 1957 LPG was injected into the well followed
by ths injectlon of dry gas. Since that time Sunray Mid-Continent,
as operator, has been injecting gas into that well. It ghould be
especislly noted that this project was participated in by Phillips,

El Paso, British American, thell and Sunray Mid-Continent. Many
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operators donated englineering and other tyﬁg;méf techniocal advice,
All of the gas produced 1n the pilot project 1s beling utilized in
the opsration of the projeet or Iinjected in the reservoin The
pllot project iz still being ewlusted and is performing in acocord«
ance with our initial engineering project. Sunray engineering is
quite plessed with the LFG gas injectlion. We bellewe thia 1s 2
feasible means of recovering oll from the Bistl Lower Gallup 011
reservolr, which might not otherwise be recovered. During this
same period Sunray Mid~Contlnent and the other operators in the
Bistl Fleld west of the Caraon Unit have beean conducting engineer-
ing studies in preparatlon towsard unitization. One of the reaaons
it has taken so0 long lz that the conagtant development and additlion
of new wells during that time have made the engineers review thelr
study perlodicslly.

(n December the hth; 1953, early this month, a meeting wag
held in our office In Tulsgs Lo dlacuss unitization, and the en~
gineering report at that meetlng partly egreed upon a participation
formula for the eres east of the township line between Ranges 12 a?d
13 West, and west of the thell acreage immediately west of the thell
Carson Unit. Gperation;;grosmanta are being prepared and will be
submitted to the coperators acon for thelr study and considerstion.
In connection with thils, Junray Mld~Continent will recommend to thd
operators that LPG ~- that sn LPG gas injectlion program be adopted
for this unit, and 1t ﬁauld necessarily follow that we would recomd

mend, and the operatora would utillize all the gas currently prodnc&d.
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On December 10th, 1958, last week, the 0il Conservation |
Commiassion, 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 scres into the Lower Gallup formation in our Federal C 18
Well. The order has not been issued yet. We have, however, con-
structed a gas gathering aystem to serve this lease, comnecting, I
belleve, all of the tank batterles and tying them 1ln, into what we
hoped to be the approved inltial injection well. The compressor to
inject this gas is on order and delivery ls expected sometime this
month, We have done all this, of course, on the sssumption that ﬁaL
Comuission will grant the order we have requeasted. It was our pro+
posal,that pending unitization of thls area,that gas should be in-
jected to conserve the gas and help malntaln reservolr pressure. Now
then,for the area commonly referred to as the southeast Blsti,which

would encompass a portion of "F" and meybe a portlon of "G" on Mr.

Nutter'!s Exhibit No.l, an engineering committee meeting has been cﬁl~
led for January 9 at our office In Tulsa. Now, we have attempted 40
invite every operator that is within the area that the Commlssion

has designsted within the Bisti rool 1n that area. The purpose of
this meeting will be to continue assembling datae and commencing en-
gineering study to determine the feaslblllty of wunltization and
secondary recovery operation. It ls then anticipated that the opepa-
tors in the southeast Bisti area will benefit by the experience

galned in the northwest Bistl area, and thelr efforts will proceed
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rapidly. In the southeast Bisti area Bunray Mid«Continent and Sin-~
clalr, who la a working interest owner in the wells they operate then
are currently negotlating wlth El Paso for d;spositian of thelr gas
in that area pending unitigzatlon. It should be kept in mind, we be-
lieve, that the Bistl Pleld 1ls g relatively new ficld, and develop-
ment has been going on constantly since the discovery well was com-
pleted in,I believe,19556. Sunray Mid-Continent belleves that the
operators in the entire Blstl Pleld have been diligent in thelr ef~

forts to conaerve gas and to get secondary recovery operstlons unden

way. If the Commigslion deslres any informstion, any sdditionsl in-
formation, we will submit it in writing, or we will make 2 qualified
witnesa avallaeble,

MR. VERITY: George Verity appearing on behalf of Rex
Moore. Mr. Moore 1ls interested in the southesat Bistl ares, and I
would like to make a statement for him to the effect thet he has
signed a contract with El Paso Natural, who, &8 you have already
heard, 1s endeavoring to conserve and take the casinghead gas in
this area. In addition to that, at the present time he 1z conduct~
ing an engineering survey to Inject his own aseven wells and further
locations that he has to be drllled, and desires and will certainly
cooperate in every way wlth other operstors in the area to work out
any unitized program, But, in his behalf, I want toc urge
upon the Commisslon the fact that these satudles can't
be mede just over night, and I am sure that Mr, RNutter

of the Commission has not drawn his conclusions quickly or in a

€,
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matter of days. And I would like to point out that it takes time
to collect all the data and make the proper studies and to go into
these matters, and we, in his behalf, I certainly would urge upon
this Commission that they not make a ruling until such time as we
have an opportunity to present evidence following conclusions based
upon proper engineering snd factual studies.

MR. PORTER: You are moving for a continuance of the
case, Mr., Verlty?

MR. VERITY: Well, on behalf of Mr. Moore I am cer~
tainly moving we be given an opportunity at a later date after he
can draw proper conclusions to present his conclusions on the matter
yes, sir.

MR. SELIRGER: If the Commlssion please, Georgs W.
Selinger for Skelly 01l Company. Unless the Commisgsion gets the erd
roneous ldea that the meager efforts of the operators for secondary
recovery and LFG insertion inte the reservolr 1s the sole answer, I
want to qulckly dispel that because 1t is impossible to dispose of
all of the huge volumes of gas by that method. The use of gas In-
jeotlon and lease operation ﬁse l1s just a small part. Eventually,
a market will have to be ascertained and glven for this area. It
ghould likewisze be quite obvious to thls Commission, as well as the
industry &s a whole, that the dilemma we are in now is purely the
working and machination of the FB{ in its confused stage In trying
to determine its own Jurisdiction and suthorization. I want %o

gpealk not only on behalf of the sgtate but the industry. We know not
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wnither we go. Because the FPC had jurisdiction for temporary permits,
it finda it ls now being questioned by Congress, so that the purposes
of the industiry for secondary recovery projects and for unitization |
is only its part of trying to aid the state in trying to work out
sanething which the state 1ltself is powerless in view of the FPC ace
tion, so eventuslly we will have to be faced with a matter of find-
ing a market and dispoging of 1t. El Pmso, as & posslble market for
the basin, has been magnificent iﬁ 1ts cooperation with not only the
state but the industry. We, thersfore, think you cannot really,
Purely on the experimentation that the industry i1s doing now with
respect to secondary recovery and gas injection, beceuse obviously
the huge volumes of gas cannot all be put back into the ground. Suep
la path taken by the state would actually impede the progress of the
industry in its studles of such a project rather than aid 1t. So,

I for one, would beg the Commisalon not to be hastily stampeded into
thinking that that 1s the sole answer for our problem, and it isn't,
pMost operators, ineluding Skelly, have signed contracts with, and
edlcated thelr acreage with El Paso. The industry has done all it
cean. The state can eld up to a certain point, and then it gets be-

yond even your Jjurisdictlon. So that we think that rather than

hasty action, we belleve, like Mr. Verity, that we should be a 1ittl
cautious about how we proceed, and probably in the next thres or fo
pr five months we may gst an snswer as to the FPC dilemma, so we

would recommend thet, and I beliave in the preliminary studles betwepn

El Paso and same other producers and opsrators, some anticipation waL
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of hearings and that the recormendation that Mr. Nutter mads wlth
reapect to certsln pools for further study be carried into effect !
now. For example, on area "L" which happens to be two Skelly wells
in the Dakots, oil wells, the Information he has 1s already cutdated
ghe volume of gas is beyond half of the 279,000 cubic fset that his
study 1s based on, and lnstead of flowlng wells we have pumping
wells, and I think by March we'll have sufficient information with
respect to the three pools that he has recormmended for further study
and we may see some gleam of light down the road as to what the PPC
and Congress is golng to do by March. So we would suggest to the
Commisalon that the matter be continued to March and the sfforts
that Mr. Nutter referred to with resgpect to the wvarious other fleldd
be carried forward.

MR. SPERLING: If the Gommission please, on behalf of
[British American, we have not prepared any formal statement, but we
do have asome Iinformation as to what Britigh American has done and
what they contemplate doing with reference to dlsposal of gas. I

think this information will be of interest. Incidentally, the in-
rent information than that aveilable to Mr. Nutter in the course of

cerned 1s the area deslgnated as "E" on the Exhibit. British Amerid

can operates thirty-two wells in that area, and lmmediate cpera-

made as to, or prognostication, as to a light around March. We woulld

suggest that the Commission poastpone this hearing to the March serilejs

formatlion collected, presented to me, I believe, represents more cune

his study. Now, the area In which British American is primarily con-

W
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tors, that ia, offsetting operators in that area with substantial
holdings which include Skelly and Phillips. Present totel gas pro-
duction from the British American leases in the area desgignated as
"E" 1s 46,330 MCF per month, of which lease use requires 3,300 MCF
leaving for disposal elther by injection or sale 3,030 MCF per
month. British American presently is carrying on en LPG injection
pilot project, and in the course of this project 1s utilizing
12,300 MCF per month. That represents 29 percent of the total gas
avellable for disposal which is presently being used in the injec-
tion system.

There 1s pending before the Cormisaion an application for
an injection system which it 1s anticipated will utilize 16,000
MCF. This wolume represents 37 percent of the total gas available,
and the combinatlon of the two projects represents a utilization
of 66 percent of the total gas produced from these leases. In

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

volr. As a part of the pending application, the Commisslon has beerx

requsated to expand the system administratively in the event that
the studies and information which is obtained fram the operation
of the project warrants sueh an sxpansion. If the success of the
project 1s notable, substantially all of the gas presently pro-
duced will be used in comnection with the injection system. In
addition, British American has entered into negotiations with El
Paso Natural for the sale of the casinghead gas, depending, of

course, upon the volumes that are avellable. The form of the con-
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tract 1s substantielly in its particulars as recited by Mr. Hoodrufé.

I certainly coneur with Mr, Loart's statement to the effect
that the operators in the area have been dlligent in thelr sfforts
to conserve this gas. Now, presently negotiations are under way fon
the formation of a unit in the area designated as "E." On Dscember
the l4th a meeting was held for the purpose of dlscussing the initial
details, and an engineering committee was formed at that time. It
is anticipated that Britiah American will be the operator of this
unit, and certainly the engineering reports which came as a result
of the study will be of great assistance to sveryocne concernsd in
making a wise declision conserning utilization of this gas. Thank
you.

MR. BUELL: May it please the Commission, I am Guy Buell
for Pan American Corporation. Pan American ls the operator of five
wells in the Bistli Pool, and three wells in the Gallegos Pool.
Casinghead gas from thege wells are consigned to El Paso. In the
interest of saving time, I generally concur in the statement of
Skelly.

MR. KELLAHIN: If the Commisslon please, I am Jason Keld

-+

lshin for American Petroleum Corporation and Phillips Petroleum Coms
pany. We apprecliate the concern of the Commlisslon over the amount
of gas which is being vented or flared in the two pocla involved,
According to Mr. Nutter's recomendations and the figures given by
Mr. Nutter, they indlcate that the Commission is properly concerned

However, we would 1like to point out that, in our opinion,
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& shut-in order which would be the result of s no-flare order on
the part of the Commission 1s fsr 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 dili-
gent in seeking to prevent waste of the gas in the two pools., In
additlon to those cases, which are pending before the Commission at
the present timg, which were mentioned by Mr. Loar, I would like to
also mention the caseas which the Commission hesrd, I belleve it waq
last month, and referred to the Gallegos Pool whereby the opera-
tors were geeking an order for interrupted production of oil in
ordgr to prevent the production of excesmive amounts of gas, and
throughout the operation of these two pools the operators have
been quite diligent In seeking to achleve a beneficlal use of the
gas through reinjection and through seeking markets and by other melans
which have already been mentlioned.

Some waste, of course, 1s inevitable in the operation of
any oll pool. The only way to prevent waste 1as just not to producé
the oll, but at that stage 1t becomes a matter of degree and_what
is the moat beneflcial for the operation of the pool.

We feel that pending further study and an opportunity to
secure a market, which is dlligently being sought, the pool should
be continued undser pregent operations, or, at best, if the Comiss~
ion feels something must be done, that perhaps restricted productidn,
but no further than that. We do not favor restricted prodw tion,

¥e do not think it i1s justified, but we certsinly think that & no-
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flare order is indicated by the Commission on these two pocla.

The situation is guite different from that which occurred in other

areas where a shut-in order wasz issued, as the Commission well
knows. In the firat place, our production is subject to proration
end the volumes of gas are held down on account of the restricted
production in the pools. The iIndustry with the consent and approva
of the State Federal Regulator Bodies are continuing tc seek a bene
ficial use of all the gas that 1z belng produced, and Amerada
Petroleum Corporation is partlicipating with Sunray Mid-Continent
in an attempt to form a unit which would take care of large volumes|
of gas that are belng produced in thet particular srea. Insofar
aa Phillips 13 concerned,in the Blgtl Fileld Phillips has leases on
a thousand nine hundred twenty-one acres, and operstes nine wells
on three lesasges; in addltlon, have an Interest of eight wells
in the Carson Unit. And on October 22, 1958 Phillips made a gas
sale contract with El Pasc whichi 1s the most logical market in the
area, and they have applied to the Federal Power Commission for
certificate to sell this gas. They have done 21l that 1s possible
for them to do at this stage 1n obtaining a market and pending the
approval by the F,P.C. and the installation of gathering facllitied
or thse part of El Paso on theilr receiving approval from the F.P.C.;
there 1s nothlng more that can be done in the way of obtalning a
market.

We join with the suggestion which was made by Mr. Selingen

that a further study be glven to this matter and the case be held
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open until the March hearing.

MR, HINKLE: If the Commission pleage, Humble 011 & Re=-
fining Company would like to endorse generally the statements which
have been made here. I don't think the situstion warrants any
hagty actlon by the Commission., It'g evident that it 1s golng to
take some time for the Federal Power Comiassion to aset, and even
after 1t is acted upon"favnrably;it willl take some time for El
Pago to bulld the gathering system. I would like to amend Mr.
Selinger's motlon that this case be continued untlil next June.

MR. PORTER: Anyone else have a statement?

l
v

MR. MANKIN: I am Werren Mankin representing Aztec 011
& Gas Company. Aztec generally concurs with the findings which
Mr. Nutter has formulated from his study. Esasentlally, we, as many
operators, have falled in the past to indicate the amount of gas
sctually produced from a leage, the amount used on a leage and the
amount thus flared. We have taken care of that asituation, and we
understand that other operators have done so lmmedlately, so that
the Commlission might have more current Information to thus indicats
what amount of gas 1s belng actually flared from these oll wells.
We concur 1in such recommendationg made by Mr. Nutter that a pool
llke Verde-Gallup should be excepted. We, as one of the major
operators in this elther operate or have interest in some twenty-
four wells in that particular pool, and generally we are in agree-
ment that those ratlos are low and are not economical to complete,ﬂné

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

DEARNLEY - MEIER & ASSOCIATES
GENERAL Law REPORTERS
ALBUQUERQUE, NEwW MEXICO
Phone CHapel 3-6691




| W

this should be continued and not heard untll at least the March
hearing.

MR. PORTER: The Commission will deny the motion for
continuance to June, but we will grant the motion for continuance
to March, at which time the case wlll be brought up again, and our
own witness will be expected to glve us more current information,
whatever 1s avallable at that time. The operators willl be expected
to review thelr efforts toward both securing a m#rket and the re-

injection of gas. Case 13 continued until March 18, 1959, which is

a regular hearing date.
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STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ; *

I, J. A. Trujilloe, Notary Public in and for the County
of Bernalillo, State of New Mexico, do hereby certify that the
foregoing and attached Transcript of Procsedings before the New
Mexlco 01l Conservatlon Commission was reported by me 1n Steno-
type and reduced to typewritten transecript by me, and that th§
same ls a true and correct record to the best of my knowledge,
skill and ability.

WITHESS my Hand and Seal this, tha?__-_’_‘é_'_‘__ day of Joce s SN

1958, in the City of Albuquerque, County of Bernalillo, 3tate of

New Mexico.

.
7"WOTARY PUBLIC/

My Commlission Explres:
October 5, 1960

1
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BEFORE THE
OIL CONSERVATION COMMISSIOCN
SANTA FE,NEW MEXICO

IN THE MATTER OF:

The hearing called by the 011 Conservation
Commission on 1ts own motion to consider
the promulgation of an order prohibiting
the flaring of casinghead gas from oill
wells In San Juan, Rio Arriba, McKinley,
and Sandoval Counties, New Mexico.
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BEFORE:

€8

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

TRANSCRIPT OF HEARING

MR. FORTER: Take up next Case 1569.

MR. PAYNE: Case 1569. In the matter of the nearing
called by the 01l Conservation Commission on 1its own motion to
consider the promulgation of an order prohibiting the flaring
of casinghead gas from oil wells in San Juan, 210 Arriba, McKinle
and Sandoval Counties;»New Mexico.

Mr. Commissioner, we propose to move for a continuance of
this case, but prior to doing so, I would like to c&ll Mr. Nutter
to the stand to give you his views and comments on this matter.

MR, PORTER: 1In all probability Mr. Nutter supports

the Commission's application. Mr. Payne, the Commission will heal
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Mr. Nutter before ruling on the motion for continuance. Mr.
Nutter, will you come forward,
(Witness sworn.)

DANIZL 3. NUTTER

called as a witness, having veen first duly sworn, testified as
follows:

DIRECT EXAMINATION

BY: MR. PAYNE:

N

) Will the witness please state hils name and position.

A Danlel S. Nutter, Chief Engineer for the 01l Conserva+

tion Commission.

C Mr. Nutter, are you familiar with the case in questioj
A Yes, I am.
o Would you please give the Commission whatever comments

and/or recommendations you might want to make at this time?

A I would like to {irst summarize the action that
has taken place in Case 156¢ prior to this date. 1In December,
1958, a hearing was called for the purpose of considering the
promulgation of an order proh;biting the flaring of zas in the
San Juan Basin. At that time we testified that approximately
forty million cubic feet of casinghead gaé was being produced
in the Bésin. We have no reason at this present time to believe
that this figure was unreasonably high nor unreasonably low,
The volume of gas, as a matter of fact, may be greater at this

present time than it was in December. There are currently being

14
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taxen GCR tests in the Basin. VWe expect to have all of the Tests
completed by the, and reported, by the end of May. At tne Decembdr
nearing we suggested that tiere were four alternatives whicii could
be bllowed as far as the flaring of casinghead gas in the Basin
18 concerned. Tne first alternative would ve to flare the gas,
the second would be to store or reinject the produced gas, the

third alternative would be to market the gas, and the fourth would
be to curtail the production of the oill so that you won't have any
gas., Now, according to the statement that we heard at the hear-
ing, the third mentioned solution to market The gas was desirable
but not immediately likely with a good share of tne responsibility
for this lying wilth the Federal Power Commission for not having
granted permanent certification for gathering, Transgorting, proces-
sing, and marketing the casinghead gas. There were zlso statemengs
$t0 the effect that a share of the responsibility rests with the
special Sub Committee on Legislative Oversight of the House Com-
mittee on Interstate and Foreign Commerce. IU seems:that:this

Cversight Committee questioned the propriety of the FPC in grant-
ing temporary certificates for marketing, processing, and storing

as.

05

Since the hearing in December, there have been certain
changes in the situation as far as the amount of gas that 1s
being flared is concerned. Two operators are currently ocperating
gas injection projects, repressuring tane Lower Gallup sand and the

Bisti Pool. One operators has filed application for permission
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To injébt the gas in the
for hearing February the
set for hearing on March
certain discussions have

will result in gathering

Bistl Pool. This case was previously sef

4, 1959, and was continued. It 15 now

-
>
e

It 1s my understanding also that
been under way which when concluded

and transportation facilities being

built, and cperated for the issuance of any permaneni certificate
by the FPC. I believe that in view of the progress shicnh as been
made to date, and which undoubtedly will be macde between now and
the regular hearing in June, also in view of the fact that these
GOR tests will be completed and repcorted by May, which will give
us time to analyze them, that this case should be continued to
the regular June hearing. It is my beliel that at that time the

case should be heard to conclusion if at all possible, and that a
rernanent orderbe issued as far as the pools that were considered
critical. We will recall that certain of the areas were excluded
certain of the areas were just determined necessary for further
study, and certaln other areas were considered critical in the

amount of gas that was being produced and f{lared. I therefore

suggest to the Commission that that case be continued to June,
and if at all possible, it be heard to its conclusion at that
time.
- Thank you, Mr. Nutter. Do you nave anything further?
& No, I haven't.
MR. PAYNE: Mr. Commissioner, I move at this time
that this case be continued until the June regular hearing.

5
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MR. FORTER: Before acfting on the counsel’s mction
for a continuance, I would iike to hear any other comments that
anyone else has concerning the case or any progress reports.

MR, WHITE: If the Commission please, Crarles White,

attorney, Santa Fe, New Mexico, appearing on pehalf of Sunray Mid
continent 0il Company. I have associated with me Bill ILoar of Tu@sa,
Oklanoma, who will give a progress reyvort. I am also appearing
on behalf of Skelly 0il Company, and Mr. Selinger of Tulsa will
give a progress regort.

MR. PORTER: Thank you, Mr. White.

MR. SELINGER: May I inquirea guestion cof Mr. Nutter?

MR. PORTER: Certainly.

CROSS EXAMINATION
BY: MR. SELINGER:
G Mr. Nutter, you stated the pools now are undergeing
zas-0il ratio and bottom hole pressure tests?
A No bottom hole pressure tests have been taken vet,
but gas-0il ratio tests are under way; yes, sir.

Would you recommend that this hearing be continued
until all of the data of all the pools on the gas-0il rabtlios has
been assembled by the Commission staff?

A Yes, sir, the bulk of the tests which are required fop
the areas that we have determined c¢ritical, or we determined
critical last December will be in. The reporting date was recentfly

changed from the 15tn of the month following the date that the
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test was taken TO The 1UTh oI The month. We eXpectT TO have the
bulk of the tests in by May 10th. I believe this would give

us in excess of a month in which to analyze the results of the
test by thie June hearing.

s} Would it be advisable to have not only the bulk, bub
all of the information from all of the pools in before the next
hearing on this matter?

A Well, 1t's never gossible to have Information on all
of the wells because you have new wells beling completed in
certalin pools all of the time, and there are sixty days from
the date of completion of the well before the first test has
to be filed.

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

)

sion put out which is Memo No. 1-59 in wnhich the deadline filing

date for the C-116!'s are to be in from May 10th through July 10th,

and I was wondering whether or not it would be advisable to have
this hearing postyoned untll the July nearing so that all of tne
information on all of the pools would be in your hands pior to
the time this case 1s brought up again.

A If my memory serves me correctly, Mr. Selinger, some
of the pools were lighted for July, so the ones that we determing
critical would be reported by May 10tn.

~ My only point, Mr. Nutter, was it would be advisable,
since this all appglies to all of the pools, that all of the infoxy

tion from all of the pools will be in, in time for the continued

d

g —
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hearing in this matter to be heard.
A I can't see tne necessity for delaying the time of
the hearing to July the 10th when the reports on gas Lroduction, §
or gas-o0il ratios in the non-critical areas are the only ones that
will be coming in at that late date.

MR. SELINGER: We would like to have made part of
this record the Commission Memo 1-59.

MR, PORTER: The Commission Memo 1-59 will be
made a cart of the record in this case.

MR. SELINGER: That is &all.

REDIRECT EXAMINATION

RY: MR. PAYNE:

-

"] Mr. Nutter, as a practical matter, we all xnow that
a great deal of gas is being flared at the vresent {ime in the
Bisti Gallup 0il Pool®
A Yes, sir. The Bisti Gallupy 0il Pool is producing
considerable volumes of gas. I might add also that the Bisti
Iower Gallup 0Oil Pool is due to be reported in May. Anotner
pool that was determined critical is the Gallegos Gallup Cil
Pool, which 1s due to be reported May 1i0th.
MR. PAYNE: That's all.
MR. PORTER: Mr. Kell.
MR. KELL: I am authorized by Shell 011l Company, which
I shall refer to as Shell, To make this statement on behalf of

Srell.
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Shell signed a casinghead gas contract with the E1 Paso
Natural Gas Company for the purchase of Shell's Bisti gas produc-
tion on June 16, 1958, and filed an agplication with the Federal
Power Commission, Docket (-15982, for the sale of this zZas to ElL
Paso on August 12, 1958. E1 Paso filed with the Federal Power
Commission on July 29, 1958, Docket 15095, an application which
among other things would construct facilities to gatner, compress
process, and purchase our casinghead gas production for the Risti
field. Hearings have not been had on these applications to date.

On November 13, 1958, pursuant to a request made by &1
Paso, the Federal Power Commission granted temporary authority to
EFl Paso to bulld facilities designed to take and process ap-
proximately ten million cubic feet of casinghead gas per day from
the Bistl area.

For reasons set forth In a statement by F. Norman woodruff
on behalf of the El Paso Natural Gas Company before this Commis-
sion on December 17, 1958, £l Paso's management determined that
it snould not at that tTime proceed with construction of facilitle
under a temporary certificate.

Shell, since filing with the Federal Power Ccmmission
last August, has been endeavoring to find some eccnomically
feasible way of expediting the sale of its casinghead zas produc-
tion and these efforts were redoubled in the light cf afore-
mentioned situatiocon, &as explained by Z1 Paso in December.

Je are pleasedto state that we have just concluded an

H
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arrangement with El Paso in which Shell, to the extent of its

own production, 1is sharing the financlal risk with 21 Paso

in proceeding under aforementioned temporary certificate. The
arrangement calls for a gas gathering system and compression

for the so-called Carson Unit and Shell's adjacent production,

Snell is taking immediate steps to apply to the Federal

Fower Commission for a temporary certificate to sell the gas i
to Bl Paso, and El Paso has sgreed to proceed with due diligence
to do any and all things necessary in order to purchase Shell's
gas under Kl Paso's temporary authority.

%1 Paso has advised us that it estimates the compressors
will be in operation in 120 days and the pipeline  vytrior to such
time. We anticipate these facilities will handle up to 10,000
MCF per day.

MR. HOWELL: Mr. Chairman, Ben Howell for K1 Paso
Natural Gas Company. I would also like to make a statement
on behalf of El1 Paso Natural Gas Company.

I am authorized by El Paso Natural Gus Company, referred
to as "£1 Paso,” to make this statement on its behalf. At
the December, 1958 hearing, 51 Paso stated that it had negotiated
contracts for purchase of casinghead gas from producers in the
Bisti-Gallup and Gallegos~Gallup 01l Pools, Jointly referred to

as the '"Bisti area,’

covering themjor portion of casinghead
gas from the known productive areas in these two pools., Said

contracts had been filed by El Paso as a part of its application
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for a certificate of public convenience and necessity in Docket
No. (-15696, wherein HE1 Paso requested, among other things,
the authority to construct facilities to gather, compress and

process the casinghead gas production for the Bisti area. By

{2

order dated November 13, 1550, the Federal Power Commission, in
said Docket No. G-156906, granted El Paso temporary authorization
to build facilities designed to take and process ur to 10,000,004
cubic feet of casinghead gas ger day from the Bistl area. A
letter from the Federal Power Commission dated November 20, 1958,
was filed with the statement. This letter raised the guestion
of Federal Power Commission's authority to grant temporary certifi
cates. In conclusion, El Paso stated that 1t could not give
firm assurance of the date when facilities would be built and

it would be able to take casinghead gas from the Bisti area.

At the present time 32 producers have made casinghead gas
contracts with El Pasc and most of them have filed with Federal
Power Commission applications to make sale of casinghead gas pur-
suant to their contracts with ¥1 Faso. The application in
Docket G-156G6, as it relates to the taking of gas by &1 Paso
from the Bistli area, has been amended sligntly by filing of
producers! contracts and providing for transfer of compression
facilitles from El1l Paso's Chaco Plant into the Bisti field. No
permanent certificate has yet been issued.

In the interval since the December meeting El Paso and

Shell 0il Company have been engaged in negotiations and have now
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reacned an agreement providing Ior Their sharing O risks 1nheren
in a temporary certificate in a manner satvisfactory te each. Whi
this agreement has not been executed, it 1s expected to be execut
within the next few days. With respect to Shell 011 CZcempany,

E1l Pzso estimates 120 days to be the time required to construct
facilities in order to take ug to 10,000,000 cublic feet of casing
head gas per day, which 1is the volume presently authcrized by

the Federal Power Commisgion in the temporary certificate. It is
£l Pasol's understanding that Shell will require a temporary

certificate to sell such gas to El Paso, which reqguest is ajire-

able to purchase same.

3

requisite to El1 Paso's ovein

As scon as the agreement with 3nell 1s executed, E1 Paso
will offer to all other producers wio have executed casinghead
gas contracts with E1l Paso an opportunity to enter into the
same type of agreement which El Paso has entered into with

Snell. As to such other producers, El Paso estimates 120 days

from the date of execution of each additionalagreement to be the

time required to construct tne facilitlies necessary to take C&SLHF—

head gas from each such other producer. iowever, as o such othe
croducers, it will be necessary for Z1 Pasc tc obtain from the
Federal Power Commission auuviiorization to allow E1 Pasoc to take
in excess of 10,000,000 cubic feet of casinguead gas ver day

from the Bisti area and, 1in addition tuaereto, it will be necessarn
tor each producer to obtain a temgorary certificate to sell

such casinghead gas to El Paso.

T

!

T

1
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MR. PORTER: Thank you, Mr. Howell. Mr. Loar.

MR. LOAR: I am William R. Loar, representing Sunra
1 & N

Midcontinent 011l Company. Sunray Midcontinent 1s the chairman
of the Uperators! Committee and Engineering Committee for the

proposed Central Bisti Unit and the proposed southeast Bisti

As we previously reported to the Commission in December,

the Engineering Committee's study and the Operators! Committeels

study has been going on with sutcess. The agreements for the

Central Bisti Unit have veen drafted, On January the 106th, 1958,

these agreements were submitted to the State Land Office and the

UsSG3. 1t is my understanding that on February 27th, these agree-

()

ments were forwarded by the USGS in Roswell o Washington. Rig

1T

now in ¥Wasnington our peoyle are meeting with the USGS to review

these agreements. On the Scutheast Bisti Unit, the Zngineering
Committee met January Oth through 9th and February 2nd througn
February Otn. Other meetings are scheduled in the immediate

future.

Sunray Midcontinent in the Central Bisti ares operates the

Federal "C' Lease. The Commission has granted us permission to

inject zas, and we are currently injecting gas under this

authority. We believe that the operators In these two areas are

diligent in proceeding for the formation of units for secondary

recovery, which will take care of the casinghead gaz groblem.

We reguest continuance for apyroximately six months, hoping that

U R
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during tnis period one ol these units will be fInallzed and
we can work out some arrangement wilth -1 Pasc concerning some
arrangement in the area.

MR, PORTER: Anyohe else have a statement to make?
Mr. Sperling.

MR. SPERLING: Jim Sperling, appearing for British
American O1l Producing Company. By way of a progress repors,

British American operates thirty-two wells in the Bisti field,

and has recently completed the gas gathering system, which was an-

nounced as a project in the December, 1958, hearing. As a
result of the completion of the gathering system, and the comp
tion of injectlon facilities, British American 1s now disposin
of Y5.4 per cent of the total gzas produced from their wells, a
that is avallable elther into the Sunray Midcontinent LFG Froj
or by reason of 1ts utilization of the compression facilitiles,
went into operation on March the 14th, 95.4 per cent of the to
'gas produced 1s going back into the Gallup reservoir.

MR, PORTER: Anyone else?

MR. SELINGER: 1Is this Jjust In Bisti, or any other
pool?

MR, I7RTER: Any pool up there. This case covers
entire San Juan Basin.

MR. SELINGER: George Selinger representing Skelly
O0il Company. We were informally elected chailrman of this Gal

Gz1lluy Gas Pool, which we haven't official accepted, but we fe

le-
g
nd
ect
wh

tal

the

leg

1t
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someone snould make a report TO The CommiIssion on the Gallegos-
Galluy Pool.

In mid-January, 1958, operators in the Gallegos-Gallup
field held a meeting to request an Engineering Committee meeting
be held in March, 1958, to formulate recommended field rules and
regulations for submission To the New Mexico Oil and Gas Conserva
cion Commission.

This study got under way in May, 1953, and continued throu
July, 195&. In August, Skelly requested a hearing Lefore the
N.M.C.G. C.C. to establish a gas-0il ratio rule for all wells
in the Gallegos-Gallup fleld which was withdrawn by request of
some of the operators and purchasers.

In the early part of September, 1956, an Engineering Sub-
committee was formed for the purpose of studying increased primar
and secondary recovery possivbilities through unitization. Since
that time this Subcommittee has met continuously, working five
days each alternate week, compliling reservoir data.

At the last combined Operators and Engineering Committee

meeting held January 28, 1959, the Engineering Committee was

charged to compile additional data which has since been completed

At thkssame meeting Skelly was requested to drafft unitization
agreements. These are presently being drafted.

An Operators meeting will be held late in March or early
Lpril to approve the completed assignment of the ZEngineering

Committee and to attempt reaching agreement on a basis for

£

b
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unitization, provided it is considered feasible.

Skelly Oil Company has five high pressure, dry zas wells
from which gas 1s being sold to El1 Paso Natural Gas Products
Company. These sales began in February, 1953. All Skelly casin

head gas acreage in the area 1s dedicated to E1l Paso N.G.P.C.

We understand that other operators in the area have also dedicatad

-1

thelr casinghead gas to Il Paso; however, E1 Paso is nhot taking
any of this gas pending the outcome of unitization negotiations.
Under Memo No. 1-59, issued by the 0.C.C. to all operatord

cf o0il wells in the San Juan BRBasin and pertaining to gas-oil rati

N

and bottom hole pressure tests, the Gallegos-Gallup Field 1G5

\L

test period is during March and April with deadline filing
date of May 10, 1959.

Now, I also want tc call the Commission's atiention to
the statement of El Paso with respect to the difficulties they
are having as to temporary. or permanent rule. by the FPC in wnicl
they point out that the agreement with Shell is to be executed,
they hope, within the next few days, and that following such
approval, El Paso will offer to other producers a similar casing-

head gas contract, and that as to such other producers, E£1 Paso

W

estimates a hundred and twenty days from the day of the execution
of each additional agreement, so it can be seen by the Commissiorn
a one hundred twenty days period of time is necessary after
each of the thirty-two operators have been given an oprortunity

to see the contract that Bl Psaso has made with Shell, and that

B S

|

|
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in turn is dependent upon whether Shell and E1 Pasc execute

their contract, and that in turn is also dependent upon whether
the FPC will approve a temporary or require a permit, so I want
to point ocut to the Commission the fact that the gas industry
and the 01l industry is faced now with something having to be
done, required to be done hoping to be done by this date, that if
is all 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 fully complied with, that is dependent upon the actions of thi
Federal agency.

MR. FORTER: Thank you, Mr., Selinger. Anyone
else nave a comment on the case? On Mr. Payne's motion for
contimance? -

MR. SELING8R: I would like to recommend, Mr. Porter
and Mr. Morgan, that this hearing pbe continued to the July
hearing so that all of the information from all of the pools

be made available to the Commission and its staff as well as

to the industry as a whole.

MR. FAYNE: May it please the Commission, in view
of Mr. Nutter's testimony that all the gas-0il ratio tests from
the critical areas will be in by May 10th, my original motion
to continue gntil the June regular hearing stands.

MR. SELINGFR: Mr. Porter, it was called to my

attention that in my original statement regorting onthe Gallegos{

Gallup I said Skelly's acreage was dedicated to El Paso Nabural

¥
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Gas Products, and the record should be corrected to read =1 Paso
Natural Gas, and not Products.

MR. PORTER: ILet tne record so show. The Commissiong
will continue the case to the regular hearing on June 17th. Ve
are going to cake a ten minute recess at this time, after which
we will take up Case 1615.

KKK KK KN XK

STATE OF NEW MEXICO
COUNTY OF BERNALILLO

1, Joseph A. Trujill@,'Notary Public in and for the
County of Rernalill., State of New Mexilco, do hereby certify thaé
the foregoing and attached Transcript of Hearing was reported
by me in stenotype and that the same was reduced to tyrewritten
transcript by me and contains a true and correct record of said
hearing, to the best of my knowledge, skill and abliity.

DATED this 27th day of March, 1959, in the City of

Albuguerque, County of Bernalillo, State of New Mexico.

.

~ ¥i o
AZ it Ak [ AR L

. Q.
7/  NOTARY PUBLIC ¢J

My Commission EXpires:

Uctober 5, 15060
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BEFORE THE
OIL CONSERVATION COMMISSION
SANTA FE, NEW MEXICO
JUNE 9, 1959
IN THE MATTER OF:
CASE 1569 In the matter of the hearing called by the
0il Conservation Commission on its own mo- :
tion to consider the promulgation of an
order prohibiting the flaring of casinghead :

gas from oil wells in San Juan, Rio Arriba, :
McKinley and Sandoval Counties, New Mexico.

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

e e — e — w— - e m—— - — -

MR. PORTER: At this time we will take up Case 1569.

MR. PAYNE: Case 1565. In the matter of the hearing
called by the 0il Conservation Commisslion on its own motion to
consider the promulgation of an order prohibiting the flaring of
casinghead gas from oil wells in San Juan, Rio Arriba, McKinley
and Sandoval Counties, New Mexico. We have one witness,Mr.Nutter.

MR. PORTER: I would like to have other appearances
at this time.

MR. NEWMAN: FKirk Newman of Roswell, New Mexico, and
Guy Buell of Fort Worth, Texas, representing Pan American Petro-

leum Corporation. We may have testimony in this case.
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MR. WHITE: Charles White of Gilbert, White & Gilbert
Santa Fe, New Mexico, appearing on behalf of Sunray Mid-Continent
0il Company, and I have associated with me Bill Loar of Tulsa,
Oklehoma.
El Paso Natural Gas Company expects to make a statement.
Mr. W. V. Holik will make a statement on onechalf of El Paso Watural
Gas Company.
MR. SPERLING: J. E. Sperling, Modrall, Seymour,
Sperling, Roehl & Harris, Albuquerque, New Mexico, appearing on
behalf of British American 0il Producing Company.
MR. XELIAHIN: Jason Kellahin, Kellahin & Fox, Santa
Fe, New Mexico, representing Standard 0il Company of Texas, and
Amerada Petroleum Corporation. I have associated with me Mr. H.
D. Bushnell of the Oklahoma bar representing Amerada.
MR. PORTER: Mr. Bratton.
MR. BRATTON: Howard Bratton, appearing on behalf of
Humble 0il and Refining Company.
MR. SPANN: Charles C. Spann of Grantham, Spann &
Sanchez, representing Phillips Petroleum Company and E1 Paso
Natural Gas Products.
MR. PORTER: Mr. Payne, would you have the Commissioqy
witness sworn, please?
(Witness sworn)
DANIEL S. NUTTER,

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

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




follows:

DIRECT EXAMINATION

BY MR. PAYNE:

Q Will the witness please state his name and position?

A Daniel §. Nutter, chief engineer for the New Mexico
0il Conservation Commission.

Q Are you the same Daniel S. Nutter who testified in
Case No. 1569 in December of 1958, and in March of 195C¢%

A Yes, I am.

Q Mr. Nutter, are you generally familiar with conditionjs

regarding production in Northwest New Mexlco?

A Yes, sir,

Q Both o0il and gas?

A Yes.

Q Now, specifically, Mr. Nutter, have you made a recent

study of casinghead gas production in the San Juan Basin?

A Itve made a study of casinghead gas production in

portions of San Juan Basin.

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

A Tt will be recalled that at the hearing in December
of 1958, we had certain areas marked on thls Exhibit and labeled
as areas "A" through "P."

Q Thatts Commissionts Exhibit 17
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A This was Exhibit 1 in Case 1569. And at the time

of the December hearing, I suggested that certain of these areas
be deleted from further study. Those areas that I suggested be
deleted from further study have not been considered in prepara-
tion for this hearing today.

Q Now, would you run through those areas that you pro-
pose be deleted from further consideration?

A Yes, sir. 1In December I recommended tlm t area ",
the Verde-~Gallup Pool in San Juan County, New Mexico, be deleted
from further study. I recommended that area "B," the Horseshoe-
Gallup Pool, be deleted; area "C," the Chimney Rock Pool; area
"M" belng two Pictured Cliffs wells In Township 26 WNorth, Range
3 West; I recommended that area "K," being two wells located
in Township 25 North, Range 5 West, be excluded. Area "W' is
a pool where the casinghead gas 1s sold, it is labeled with
little green wells on the Exhibit, it was not necessary for
further consideration. Area "P," the Otero-Gallup Pool, has
a market for its casinghead gas and was deleted from further
study also.

Q All right, sir. Now, before going into detail,
can you give the Commission the figure as to the present total
gas production in the areas that are under consideration? That
is, the other areas in the San Juan Basin that you have just ex-

cluded?
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A T dont't have an actual total for all of the areas.
I do have totals for the individual areas, however.

Q A1l right, sir. We can go through them subsequently
and then add them up.

A Yes, sir.

Q A1l right. WNow, referring to what will be designated
as Exhibit 2, Commissionts Exhibit 2, would you refer to area
"D?"

A Area "D."

Q Explain to the Commission what that is and what the
colors depict and so forth.

A Avea "D", on Exhibit 2, on what has been marked as
Exhibit 2, 1s the Gallegos-Gallup Pool. It is circled 1n red and
labeled as Area "D."

Q All right, sir, can you tell the Commission how much
casinghead gas is being produced 1n that area?

A Yes, sir. An estimate of casinghead gas production
for the montn of June 1s nine million three hundred eight thousand
cubic feet of gas.

Q Now, would you tell them how much of that gas is bein
used on the lease?

A It is impossible to tell from the statistical report
that our calculating machine in the basement ran on the Gallegos-
Gallup Pool just how much gas 1s belng used on the lease. If we

are to believe what this calculating machine gave as the figure,
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we come up with a ridiculously low amount of gas which I am sure
is not correct. The total amount of gas which is being used on

the lease, according to the C-115ts which were filed, amounts to
768 MCFts during the month of April. I firmly believe that more
gas than this is necessary for the operation of a pool that size,

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

lease.
Q A1l right, sir. Now, -- |
A So this figure I dontt believe is realistic.
Q Do you know how much has been sold, if any?
A Yes, using the gas-oil ratios which we have recently

obtained in these pools, and applying that to the wells that have
commections, I find that approximately two million two hundred and
four thousand cubic feet of gas will be s0ld in the Gallegos-
Gallup during the month of June.

Q Now, taking into consideration the fact that you cant;
determine exactly how much gas is being used on the lease, what is
your estimate, your best estimate, as to the amount of gas that is
now being vented in this area?

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

Q A1l right, do you have anything further in regard to

area "D?"

le o
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A Yes, sir. As I stated, the tabulating machine had ruyj
these flgures for me, and actual production during the month of
April in that pool was elght million two hundred sixty-five thou-
sand cubic feet. Actual sales were one million two hundred ninety
thousand, leaving a balance for flare or lease use of six million
nine hundred and seventy-five thousand. As we stated, this hundre
and sixty-eight MCF that was reported for lease use is probably
small, so not all of this six million nine hundred and seventy-
five thousand was actually flared, but a large percentage of it
was, I am sure.

Q All r ght. Now, refer to area "E," Mr. Nutter, and
explain to the Commission what that depicts.

A Area "E" is that portion of the Bisti Pool which we
defined in the first hearing on this case as the North Bisti area.
It lies principally in Township 26 North, Range 13 West. This
area, ag youtll note from Exhibit 2, has a portion shaded in green
this is the British American properties described as the Doutheit,
Salgee, and Marye leases. British American currently is gathering
the casinghead gas that is produced on those three locations and
injecting it on thelr British American, Doutheit "B" No. 5 Well
for repressuring in tne Bisti formation. The red wells, of area
"'  are the wells for which no beneficlal use, except a portion
of the gas is being used on the lease, but otherwise no beneflcial
use is made of the gas.

Q Thatts true with the red dots on the entire Exhibit,
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is it not, Mr. Nutter?

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

Q A1l right. ©Now, can you tell the Commission how much
gas 1s produced in area "E?"

A Yes. Estimating the production for area "E," by use
of the new GOR tests, we find that during the month of June we
can expect two million five hundred eighty-eight thousand cubic
feet of gas to be produced. It is estimated that one million five
hundred seventy-five thousand cubic feet will be reinjected into
the formation, leaving one million thirteen thousand for lease use
or flare.

Q Do you have a figure on the amount that is being used
on the lease?

A No, sir, T dontt.

Q

1

What percentage would you estimate that it would be?

A The Bistl Pool as a whole in the month of April,
operators reported that 5.5 percent of the gas that was produced
was being used on the lease.

Q Do you have anything further in regard to area "E,"
Mr. Nutter?

A No, sir.

Q A1l right. Refer now to area "F."
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A Area "F" is the area that we defined as the North Cen
tral portion of the Bisti Pool. It also has an area shaded in
green. This 1s Sunray Mid-Continent 0il Company'!s Federal "C"
lease. At the present time the gas is being gathered from the
Federal "C" lease and injecied into the Sunray Mid-Continent Fed- |
eral "C" Well No. 18 to repressure the Bistli formation. The resti
of the area is covered by wells which are designated with red dots
indicating that they have no market or injection use of the gas.

Q Do you hav; the total figure on the amount of gas
being produced from this area?

A Yes, area "F'" is the largest area of the four areas
in the Bisti Pool. It is estimated that during the month of June
there will be thirteen million seven hundred and seventy thousand
cubic feet of gas produced in area "F."

] Now, how much is injected?

A It is estimated that two million nine hundred fifty
thousand cubic feet of gas will be reinjected into the formation.

Q Is any gas from this area being so0ld?

A No, sir. 1Itl1ll take that back. There was six hundred
twenty-nine cubic, or MCF of gas sold to the Toronto Pipe Line Con
pany during the month of April. If any gas 1s sold, 1t 1s a very
insignificant quantity.

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

A As I stated, there will be thirteen million seven
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nundred seventy thousand feet produced. There will be two million
nine hundred fifty thousand feet injected, leaving for lease use
or flare, ten million eight hundred twenty thousand cubic feet of
gas. z
Q What percentage of that figure do you estimate can
be used on the leases? i
A T still go by this 5.5 percent, which is the lease

use production figure reported in April.

Q Do you have anything else in regard to area "F?"
A No, sir.
Q Please refer now to area "G" and explain to the Com-

mission what that depicts.
A Area "G" is what we defined as the South Central por-
tion of the Bistl Pool, and all of the wells in this area are red
with the exception of three wells which reported negligible amount
of gas and are labeled in yellow.
Q What is the total amount of gas produced in the area?
A It is estimated that during the month, eight million

two hundred fifty-eight thousand cubic of gas will be produced in

area "G."

Q Is there any gas in this area being sold?

A Yo, sir.

Q What is the total amount being vented or used on the
leases?

A Eight million two hundred fifty-two feet estimated.
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Q

And your estimate of the lease use would be about the

5.5 percent also?

A

Q

Q

A

Yes.

Now, is any injection taking place in this area at al
No, sir.

Do you have anything else in regard vo area "G?"

No, sir.

Please refer now to area "H."

Area "H" is the area that we defined in December as

the south end of the Bisti Pool and has a sprinkling of wells in

the northwestern portion of the balloon and scattered wells in the

southern portion of the balloon.

Q

%

A

Now, how much gas is being produced from this area?

It is estimated that area "H" will produce one millio

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

Q

O

o =

lease?

>

O

- B

Is any of this gas being sold?

No, sir.
Is any of it being reinjected?
No, sir.

So, the total amount i1s elther vented or used on the

Yes, one million two hundred thirty-one thousand feet
Do you have anything further in regard to this area?
No, sir.

Please refer then, to area "I."

i
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A Area "I" is an area of, in December we recommended be
considered for further study. At that time it was estimated six
hundred nineteen MCF of gas was belng produced each day.

Q What pool is this, Mr. Nutter?

A This is the Escrito~Gallup 011l Pool and the immediate
vicinity surrounding that pool. TUnder the new GOR tests that we
have, it 1s estimated that six hundred seventy~four MCF of gas wil
be produced per day on this area.

Q Is there any sale for that gas?

A No, there is not. This is a peculiar area. I would
like to call the Commission's attention to the fact that there are
two wells in Section 26, both of which have high gas~-oil ratios.
There i1s another -- they are labeled in red -~ there is another
well, in Section 2l which is labeled in blue. This is the Val Ree
well and was potentialled in the Gallup formation for one million

elght hundred sixty-seven thousand cubic feet of gas per day. The
well is currently shut in. I dontt believe 1t has ever been pro-
duced. Itt's the closest, or these two wells that produce with hig
ratios are quite close to this one blue well on the Exhibit. Yow,
if this blue well were a gas well and had a connection, it would
mean extending lines only a mile to gather the gas from the two
high ratioc o0il wells. However, this is probably a situation simi-
lar to what we had in the Angels Peak=-Gallup 01l Pool where we
couldntt call this a gas well, we would have to classify 1t as an

0il well, It is probably one of those gas cap situations in the

Gallup formation, so I think all I can say is tha t youtwve got thre
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wells within a mile or mile and a half from each other which could

be classified as high ratio oil wells. The rest of the wells in

the area produce relatively small amounts of gas. As I said, it |

was one of those areas that we recommended be deferred for further
study, and the only thing I can see about it right now, unless yod
have a line in the immediate vicinity to gather the gas, 1t is

going to be uneconomic to put this gas to any beneficial use inso-
far as the market 1s concerned. Now, there is a very good possi-

bility that reinjection of the gas into the formation might help

in there. I think that any order issued, as a result of this
hearing, should contemplate even further study on this pool to de:
termine the feasibility of doing something with this gas. However
I dontt think a market is exactly the answer right now.

Q All right, sir. Now, refer =--

MR. PORTER: Mr. Payne, I have one question at this
point. I missed a figure there, Mr. Nutter. You said the last
time you recommended thls area for further study, and at that time
you gave six hundred nineteen MCF?

A Yes, and now it is six hundred seventy-four.

MR. PORTER: Thank you.

Q (By Mr. Payne) Now, referring to area "J," Mr. Nuttepr,

will you explain what that is?
A Yes. Area "J,"™ at the time of the last hearing, had

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

wells, at the time of the last hearing, had an estimated production
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of five hundred ninety=-eight MCF of gas per day. Now, we have a
no-flare order ==

Q What pool is this, by the way?

A In the Otero-Gallup area. We have a no-flare order
prohibiting the flaring of gas in the Otero-Gallup pool. I should
mention this: We have three pools 1in the San Juan Basin for which
no-flare orders have been promulgated. The Argels Peak-Gallup
Pool, the South Blanco-Tolcito Pool, and the Otero=-Gallup Pool.
Now, area "J" is going to -- the problem in area "J" is going to
solve itself by itself by extension of the pool. The two wells
that we were discussing in December and included in area "J" are
included in a proposed extension for the Otero-Gallup Pool that
is on the docket for this same hearing. There are also several
other new wells in the area that will be included in the proposed
extensions, and also two or three wells that have very recently
been drilled and aren't included in the extensions right now.
There is a possibility that the Commlssion'!s order in prohibiting
the flaring of gas in the Otero-Gallup Pool would also extend one‘
mile outside the boundarles of the pool. Most of the Commission? s
pool rules do cover and are a mile away.

o) Would the extension over thils pool automatically takg
care of wells within that area?

A Yes, it would.

Q Would they automatically have a market? I realize

L

they are not allowed to flare, but would they necessarily have a
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market?

A They wouldnt!t necessarily have a market, but there
are marketing facilities in the area. It might take compression
or some other facilitlies to put the gas in the lines, but the
lines are there and availlable, and the gas 1s there.

Q Now, if I understand your testimony correctly, Mr.
Nutter, this area could also be eliminated from further considera-
tion since the no-flare order is probably in effect in the pool
and will take care of the sitwtion?

A I think this situation is solving itself, yes.

Q All right. Please refer now to area "L" and explain
to the Commission what that is.

A Area "IM,in December, was a wildcat area in which
Skelly 01l Company has three Dakota wells. In December I stated
that approximately two hundred seventy-three MCF of gas was being
produced per day. Mr. Selinger pointed out that only about half
of that gas was being produced, and the new GOR tests could re-
flect that fact. It is estimated that only one hundred thirty-
five MCF per day is being produced in area "I'" at the pree nt
time. I recommend that any order issued as a result of this hear-
ing dismiss area "L" from any further study. It is not profit-
able to compress gas when there 1s only one hundred thirty-five
MCF available.

Q All right, Mr. Nutter. Referring now to area "D"
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once again, what would you recommend to the Commission 1in regard
to this pool?

A There are facllities nearby which can handle the
gas produced in area "D." As we stated previously, there area
couple of obgtacles in the way which prohibit the immediate
marketing of the gas. However, I would recommend that the Com-
mission, in considering area "D," as a result of this hearing,
issue an order prohibiting the flaring of gas in area "D" effec-
tive one hundred and twenty days after the lssuance of the order.

Q A1l right, sir. Now, referring to area "E," "m,"
"G" and "H," you may treat them either as a whole or separately,
if you wish, that being the Bisti Lower-Gallup Pool. What would

you recommend in that area or those areas?

A Where making any actual recommendation there, I
would like to point out that my estimated gas production in the
Bisti for the four areas totals twenty-five million eight hundred
forty-seven thousand cubic feet of gas per day. It is estimated
that four million five hundred twenty-five thousand feet of that
gas will be injected in June. It is estimated that one million
four hundred twenty-one thousand cubic feet of gas will be used
on the lease. It is estimated that nineteen million nine hundred
and one cubic feet of gas per day wlll be flared. The actual
figures for the month of April are as follows: There was seven

hundred nineteen thousand three hundred and twenty-two MCF pro-
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duced during the month. There was thirty-nine thousand five
hundred and forty-eight MCF of gas used on the lease. There were
six hundred and twenty-nine MCF of gas sold to Toronto Pipe Line.
There was one hundred fifty thousand seven hundred and eighty-six
MCF of gas injected into the reservoir. There was flared five
hundred twenty-eight thousand three hundred and fifty-nine MCF

of gas, or an average of seventeen million six hundred and twelve
MCF per day, seventeen million six hundred twelve cubic feet per

day.

Q

]

Now, Mr. Nutter, in area "F," there in the Bisti,
Sunray Mid-Continent,Oil Company and British American 01l Pro=-
ducing Company have just recently been granted authorization for
an LPG gas injection project, have they not, which will take care

of some of this?

A Yes, sir. That amount of gas 1s deducted from the
estimate there for the two authorized gas injection projects,
the Britlsh American project over on thelr Doutheit "B" 5, and

the Sunray project in the Federal "C" 18.

Q I am talking about the two further injection pro-

]

jects.

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

wells are located in Sections 1 and 12, of 25, 13. In addition,
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Sunray Mic-Continent received authorization to convert, I believe

it was six wells, to LPG injectlon, and ﬁive or six additional

wells to gas injection on their proposed central Bisti unit.

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

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

A Well, as I stated awhlle ago, I think that the
order that the Commission enters, if they do enter an order in
this case in the near future, should require that area "I" be
given detalled study by someone, an engineering committee for
the pool, or further study by the Commission staff. I think
preferably i1t should be a pool operatorst! committee, to consider
the feasibility of doing something with this gas. As I stated,
I dontt think that marketing is the answer right now, but dog=-
gone it, if it is put in the reservolr, it is golng to be there

if the market does become available,

Q Your recommendations as to area "J" and "IM" is

that ==~

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

consideration and also "J" because it is taken care of by the
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pool extension.

Q So, summing up your recommendations then, is this
correct, you propose that areas "D," "E," "F," "G," and "H,"
that a no-flare order be entered effective one hundred twenty
days from the date of the order?

A I would recommend that an order be entered in this
case and that area "D" be covered by that order prohibiting the
flare of gas one hundred twenty days after the effective day of
the order, which would be the date of its issuance. Also, that
the Bisti Pool, being areas "E," "p," "g" and "H" be included
in that order and prohibit the flare of gas in that pool one

hundred twenty days after the order.

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

dations in the interest of conservation?

A I think so, yes, sir.

Q Now, do you have a figure on the total gas produc-
tion in the five areas that you propose that the shut-in order

apply to, or the no-flare order?

A Yes, sir. The five areas "D," "E," "p " "Gg," and

"H," it is estimated in the month of June will produce thirty-
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five million one hundred and fifty~five cubic feet of gas. It
is estimated that the amount of gas that is used on the lease,
or flared, will total twenty-eight million four hundred twenty-
six MCF, twenty=-eight million four hundred twenty-six cublic feet

of gas.

Q Now, what 1s your estimate again as to the amount

that would be used on the lease?

A As T stated, we don't have a realistic figure to
use in the Gallegos area, so I have to lump this in a group and

say used on the lease or flared.

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

A These figures were computed from the gas-o0ll ratio

tests that were taken during the months of March and April of
this year, and assuming that the wells can make their allowable,
we took the gas-oll ratio times the allowable and calculated
each well, the amount of gas that would be produced, and then

totaled it up for each of the areas.

Q And thils total figure is the amount of gas that

will be produced incidental to the production of 01l wellg?
A Thatts right.

Q Was the Exhibit prepared by you or under your super-

vision, Mr. Nutter?
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A Yes.
MR. PAYNE: I move at this time for the introduction

of Exhibit 2 into evidence.
MR. PORTER: Without objection, Commissionts Exhibit

2 will be admitted into the record.

MR. PAYNE: That concludes the direct examination

of this witness.

MR. PORTER: Mr. Nutter, were your allowable figures

based on the June proration schedule?

A Yes.

MR. PORTER: And does that schedule reflect the

latest gas~-oill ratio tests?

A Yes, sir, on all of the wells for which the tests

have been completed.

MR. PORTER: Anyone have a question of Mr. Nutter?

No questions of the witness, he may be excused.

(Witness excused)

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




MR. PORTER: Anyone desire to present testimony?

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

for Pan American Petroleum Corporation. Our testimony relates onl?
to the Escrito-Gallup Pool. I believe there are only two of us |
operators here who arein that pool. The others here are interestef
in making statements on the other pool. We can put on our testi-
mony now, or the Commission may want to hear thelr statements priop
to our testimony. There are only two of us from Escrito here.

MR. PORTER: T believe we wilill proceed with the testi

T

mony at this time, Mr. Buell, and entertain statements at the closg
of the hearing.

MR. BUELL: All right, sir.

(Witness sworn)

MR, BUELL: May it please the Commission, I might say
at the outset that I dont't feel that our testimony and evidence
will be in conflict with Mr. Nutterts presentation. As I see i,
he made more or less of a regional study and recommended that
Escrito be 1looked at as specifically as we have so looked.

CHARiES R. MARSHALL,
called as a witness, having been first duly sworn, testified as
follows:
DIRECT EXAMINATION
BY MR. BUELL:
Q State your name, by whom you are employed, please, Mrl

Marshsall.
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A My name is Charles R. Marshall. I am employed with

Pan American Petroleum Corporation in Farmington, New Mexico.

Q You are a petroleum engineer?

A Yes, gir.

Q Have you testified at prior Commission hearings?

A Yes, sir.

Q Are your qualifications a matter of public record?
A Yes, sir, they are.

MR. PORTER: They are acceptable,.

Q I direct your attention to what has been marked as
Pan American's Exhibit No. 1, Mr. Marshall. What is that Exhibit?

A Exhibit 1 is a regional map or a portion of the San
Juan Basin on which I have located the ZEscrito-Gallup Field,out-
lined the legal field limlts in red on the lower left-hand corner
of the map.

Q How many producing wells are within the horizontal
limits of the Escrito Pool?

A There are eight producing wells within the horizontal
limits of the Escrito Field.

Q Would you name the operators and the number of wells
that each operates?

A Standard 011 Company of Texas operates four wells in
the Field; Southern Union Gas Company operates one well; FEastern
Petroleum Company one well, and Pan American two wells.

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

are two wells, one in Section 19, and one in Section 20. TIs that

correct?
A Yes, sir, these are two Gallup Wells.
Q And looking at the Commissiont!s Exhibit No. 3, pre-

pared here today, and the area designated on that Exhibit as "I,"
I believe Mr. Nutter included those two wells in his area "I," 4id
he not?

A Yes, sir.

Q Did you include those two wells in the scope of your
study and evaluation?

. I included the well in Section 20 in my study, and
not the well in 19. My study was to determine the economic feasi-
bllity of constructing a gas gathering,casing head gas gathering
system, and compressing tlat gas and delivering it to a high pres-
sure line. The reagon that well in Section 19 was not considered
1s that in accordance with the operatorts report all of the gas

which 1s presently belng produced from this well is being utilized

on the lease, and,consequently,as there would not be any gas availy

able at that well, then it would be naturally expensive to extend {1

system to include it. In order to give it a more favorable picturg,

it was not included in the study.

Q As a result of your study and evaluation, Mr. Marshall

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

and compress this casinghead gas for sale?

the

24
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A No, sir, it will not.

Q In your opinion, will it be economic to gather and
compress this casinghead gas for injection?

A No, gir. §

Q What are we looking at here in the way of a reservoir,
Mr. Marshall? VWhat stage of depletion is the Escrito-Gallup Pool

in?%

A The reservoir is in a very advanced stage of depletion.

The average production from the eight wells in the field is, I be=-;
lleve, approximately 13 barrels of oil per day. The field is in
what we might term the stripper stage.

e A1l right, sir. In view of that, let me ask you this,
Mr. Marshall. I want you to assume, for the purpose of this ques-
tion, that present operations in this field continue, and that no
additional investment or operating expense 1is required. Under thaf
assumption, let me ask you, will these wells in the Escrito-Gallup
Pool be profitable wells?

A In regard to Pan American's two wells, it is my opin-
ion that neither of these wells will even pay out the cost of drill
ing. In regard to the remaining wells, it is also my opinion that
although I dontt have the benefit of the exact cost figures, the
average well in the field will not pay out, or pay out the cost of
drilling.

8 And your answer to that question 1s with the assump~

tion in mind that no additional expense was reguired?
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A Thatts correct. That was under the assumption it is
continued to be operated in the manner it has been operated in the
past.

Q If additional expenses, operating and investment
were encountered, that would make it even more uneconomic, would if
not?

A Yes, sir. |

Q A1l right, sir. Let me ask you this, Mr. Marshall.

‘ !
What 1s the total gas produced from the Escrito-Gallup Pool per day?
i

When I say Escriteo-Gallup Pool, I am including the two wells,the on% in

{
|

Section 19, and the one in Sectién 2072

A Based on actual production figures for March, there
was 500 -~ approximately 500 MCF of casinghead gas dally produced
from this field.

Q A1l right, sir. You heard Mr. Nutter's testimony thay

he would predict for June 67l MCF per day?

A Yes, sir.

Q What causes the difference between your 500 and his
672

A Well, sir, my figures were based on actual production

during March. Now, the -~ I believe the ratio tests which Mr.
Nutter based his figure on were taken during two, three month
period, March and April and possibly some in May. I'm not sure,
but the difference in figures is possibly partly due to the fact

that these wells are declining rapldly in producing rate, and to
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apply the gas-oil ratio to the allowable may be somewhat excessive
to what it will -~ what the field will actually produce.

Q All right, sir. 8till for the purpose of Mr. Nuttert
study, that is certainly a vallid way -~

A Yes, sir, and, of course, with the number of wells
considered in this field, in my oplnion, the numbers are close
together, they are 1n the same range.
Q A1l right, sir. Of this approximate 500 MCF per day,

v

how rnuch of that is flared?

A I believe that there is approximately 40O.

Q About 00 MCF per day flared?

A Yes, sir.

Q In your opinion, Mr. Marshall, is this a large quan-

tity of gas or a small volume of gas?

A When the number of wells are considered that are pro-
ducing, I consider it a small volume of gas.

Q In your opinion, will the gas rates for this pool =--
the gas producing rates, do you think it will increase?

A No, sir. Based on my study, as I stated before, the
field is pretty well depleted, and although the gas-oil ratios wil
probably go up in the future, the fact that the oill producing rate
are declining at such a rate, it will cause a total gas volume to
be less even though the ratics may increase.

Q A1l right, sir. Now, Mr. Marshall, regardless of

whether the gas in this pool is sold, or whether it i1s reinjected,

{
|
i
H
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it will have to be gathered and compressed, will it not?

A That is correct.

Q That will be an investment expense and operating ex-
pense that will be common to either a sale or reinjection?

A That is correct.

Q So actually, looking at it from the investment stand-
point, it would require almost the same system, would it not?

A The ~-- except for possibly some small amount of line

to get to the delivery point into the high pressure line, the

cost would be essentially the same.

i
H
{
§
H
{

Q A1l right, sir, let me ask you this. You stated that?
in your opinion, it would be uneconomic to reinject this gas com-
pletely. Aside, now, from the cost of investment and operating
expense of gathering and compressing this casinghead gas for re-
injection, 1s this the type of reservolr and is it a reservoir at
a stage of depletion that would lend itself to secondary recovery
efforts through gas injection?

A No, sir. The primary recovery from this field has
been so limited, and the reservoir characteristics are such that a
return on the investment necessary to instigate a secondary re-
covery program would not be realized.

Q Actually, Mr. Marshall, when you are looking at the
Eserito~Gallup Pool, if you mined 1t and got every drop of o0il out
of it, you still wouldn't get much oil, would you?

A That is correct.
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Q All right, letts -~ first, letts now examine the
feasibillity of gathering,compressing and selling. How far is the
closest pipeline from the pool?

A According to the information available to me, the
closest line to which gas could be delivered is approximately 12,0
feet north of the northernmost well in the field, which is Pan
Americants Sanotee No. 1, located in the SW/lL of Section 15, Range
7 West, Township 2l North. A compressor located centrally with
respect to the wells in the field would probably be 16,000 to 17,0

feet from the nearest delivery point.

Q Casinghead gas is low pressure gas, 1s it not, Mr.
Marshall?

A Yes, sir.

Q

And to get it into anything other than a low pressure
gathering system, 1t has to be compressed? |

A Yes, sir.

Q Is this pipeline that you spoke of, the nearest one,
is it a high pressure line or a low pressure line?

A It is a high pressure gathering line.

Q So the gas would have to be compressed to put it into
this line?

A It would have to be adjusted to the pressure in the
line, yes, sir.

Q £1Y pright, sir. Let me direct your attention, now,

to what has been marked as Pan Americants Exhibit No. 2. What is
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that Exhibit?

A Exhibit 2 is a bar graph which Itve used to compare
the initial investments and operating costs which would be requirey
for a gathering and compressing system with the revenues that
would be realized from the gas,from the sale of the gas, when it
is compressed.

Q A1l right, sir. Will you discuss wilmt that Exhibit
reflects, starting first with the bar on the left portion of the
Exhibit?

A The bar on the left represents the initial investment
to purchase and install the compressor and to lay the necessary
lines for the gathering system in addition to the operating cost
for the compressor over the remaining life of the field. This bar
indicates that these would require approximately $68,000 invest-
ment. The bar on the right is the -~ represents the revenue that
would be obtained from the sale of the gas that was produced. Thi
revenue amounts to some $27,000, showing that a loss of $41,000
would occur if it were necessary to compress and =--

Q Tt ig clear from that Exhibit, is it not, Mr. Marshal
that it is not only an uneconomic proposition, actually, it result
in a loss?

A Yes, the loss amounts to $4i1,000.

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

well in this pool will not pay out, assuming no additional invest-

[¢)
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ment and operating expenses?

A Yes,sir, I have.

Q And your Exhibit 2 reflects that gathering and com-
pressing this casinghead gas would not only be uneconomic, it woul

result in a $41,000 loss to the operator?

A Yes, that is correct.

Q You made your study on a field basis, did you not, Mr
Marshall?

A Yes, sir.

Q Why?

A In starting out with this problem, it was my opinion

that i1f I could make my calculations on the basis of the most
favorable conditions toward installing a compressor system, if
under those conditions it proved that it was not economically
feasible to do so, then under any conditions it would not be
economically feasible. Consequently, in all the factors I used,
I attempted to make it the most favorable. Now, in regards to doi
it on a fieldwide basis, it is my opinion that it would cost less
to install a central compressor station and a gathering system
than it would be to try to attempt to compress gas and necessitate
buying a compressor for each well or any group of wells.

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

A Yes, sir, I am.

Q O0f the fieldts 500 MCF per day, what percent do those

ng
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two wells contribute?
A T believe they produce 60 to 65 percent of the total

gas produced in this field.

Q A1l right, sir. Are you familiar with those two
wells?

A Yes, sir.

Q In your opinion, are they approaching the abandonment

stage of depletion?
A Neither of the wells during March reported production
of as much as 3 barrels a day. It is my opinion that these two
wells are advancing rapidly toward economic abandonment and will
probably be abandoned in the near future.
Q Assuming that those two wells will be abandoned, as
you anticipate they will, what then will be the total gas produc~

tion per day from the field?

A It will be approximately 180 MCF of cashinghead of
gas daily.

Q 1802

A Yes, sir.

Q Mr. Marshall, do you have a recommendation to make tg

the Commission with respect to the Escrito-Gallup Pool?

A Yes, sir. As a result of thisstudy, it is my opin-
lon that the field should be continued to produce as, and pro-
rated, as it has been in the past, and that by doing this, the

interests, both correlative rights of all people concerned, will
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be protected and waste will not occur.

MR. BUELL: Thatts all we have at this time, may it
please the Commission.

MR. PORTER: Does anyone have a questlion of Mr. Mar-
shall? Mr. Payne.

CR0OSS EXAMINATION
BY MR. PAYNE:
Q Mr. Marshall, did you hear Mr. Nutterts testimony

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

A Yes, sir.

Q Do you feel that you have made such a study and, ther
fore, there is no necessity for a second study to be made?

A I am confident that a future study would indicate
approximately the same thing, so consequently, I couldn't recom-
mend any further study.

MR. PAYNE: Thank you. Thatts all.
MR. PORTER: Mr. Nutter.
QUESTIONS BY MR. NUTTER:
Q Mr. Marshall, did you make an estimate of the reserve

that are in place in this pool?

A The -- it was any estimate in regard to making this
study, that from the performance of the pool, that the gas rate isd
now at a maximum. Now, I -~ rather than making a ~-- trying to
make an estimate of the actual reserves, I based these economics

on the fact that this maximum would be produced throughout the

:
3
¢

i
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remaining life of the field. WNow, I do not believe that the rate |

will be that high. However, to give a more favorable picture, T
assumed that the rate will continue at the level that it is now.

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

A Well, I think that a considerable amount of that can
be attributed to depletion. Now, it is possible that, in fact,
probable, I think, in this case, that these wells may be producing
some free  gas. Now, whether this gas is as a result of a
structural position or stray sand possibly that contains free
gas, I am not sure.

Q Well, some of the wells in this pool have low ratios,
don't they?

A Yes, sir.

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

A Yes, sir, I believe their ratios will increase some-
what, yes, sir.

Q Do you think that thé injection of gas in this pool
would enhance the oil recovery?

A I fail to see how 1t could eéonomically enhance the
0il recovery. Possibly, if you didntt consider economics at all,
and injected all the gas, there might be some minor amount in in-

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

Q Now, this income or revenue that you show on the bar
on the right side of your Exhibi t, is -- the income from the gas
is if you marketed the gas?

A Yes, sir.

Q You havent!t made any study of the increased oil that

might be avallable if you inject the gas?

A Well, sir, Itve made a study to the extent that I do

not believe it is feasible to do such a thing. Now, after that
conclusion, I didn't pursue the matter any further.

Q What would compression facilities for 500 or 600
cubic feet of gas cost?

A My estimate for the cost of the compressor is $25,000
the rest of the bar on the left of the Exhibit 2 1s operating cost
and line cost, laying the line.

Q@ That would be to transport the line to transport the
gas to the nearest market facilitles?

A To gather the gas from the well into the compressor
and then to transport it through one line to the nearest =--

Q If the gas were gathered and then put into a com-
pressor and then injected into a nearby well, you wouldn!t have

that long line to the nearest producing gas well?

A That'ls correct.
Q How mucn would that cost, do you feel?
A Well, as I said, there was approximately 17,000 feet,
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so I would say possibly as muecn as $7,500 to $8,000 would be
eliminated by virtue of not having to build that line.
Q What did you use as your life of the pool for your
income calculation, Mr. Marshall?®
A My estimate is three years from June lst of this year
MR. NUTTER: Thank you. Thatts all.
MR. PORTER: Anyone else have a question of Mr. Mar-
shall? The witness may be excused.

(Witness excused)

MR. PORTER: Anyone else desire to present testimony
in this case, Case 15697 Anyone have a statement to make?

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

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

MR. HOLIK: ‘I am authorized by El Paso Natural Gas
Company, referred to as "El Paso," to make this statement on its
behalf. El Paso had made prior statements in December of %58 and
March, '59 hearings. This statement supplements and brings to dat
the progress made in obtaining authorization to construct and the

progress made 1n construction of facilities for taking casinghead

gas from producers in the Bisti-Gallupand Gallegos=Gallup 0il Poolls.

Pursuant to an agreement entered with Shell 0il Company
constructlon work has proceeded on the facilities necessary to tak

ten million cubic feet per day authorized by Federal Power Commiss

ion in a temporary certificate order dated November 13, 1958. E1

[
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Pasots Exhibit No. 1 is a map showing the location of gathering
facilities already constructed and gathering facilitles now under
construction.

Now, referring to that map, what 1s shown in red is what wei
have initiated construction on with Shell 0il Company, a joint
venture, you might say, and we are presently building those facilif¢
ties at this time. In the Bisti trend, the faclilities shown on the

extreme left are those which are hereafter referred to as the Brit+

f

ish American,and lying between those is the Sunray Mid-Continent
facilities. That I will refer to later. The gathering system
shown on the extreme right-hand corner in the Gallup Gallegos trené
are proposed systems, and nothing has been done on them to date.

El Paso estimates the gathering facilities to serve the
wells covered by the Shell contract will be completed by June 15
and the compression facilities by July 1 of this year. These
facilities will handle ten million cublc feet per day authorized
by the temporary certificate.

In addition, British American 0il Company has completed a
gathering system to gather casinghead gas which 1s presently being
reinjected by British American and which will be sold to El Paso
in the future under an existing contract between British American
and El Paso. Negotliations are substantially completed for trans-
fer of these gathering facilities to E1 Paso upon FPC approval. A

similar arrangement 1s under discussion with Sunray Mid-Continent.

W

Engineering studies have been made to estimate the faciliti
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required and the cost of facilitles necessary to take gas from the
Gallegos~-Gallup trend. Preliminary but firm proposals have been
submitted within the last week to Skelly Oil Company and others
covering the production of Skelly and other operators in the area.
No firm agreement has been reached regarding any producer sharing
with El Paso the risk incident to construction of facilities under
a temporary certificate.

El Pasols application under Docket No. G~15696 was set for
hearing July 6 but Federal Power Commisslion has recently portponed
this hearing and has not reset the hearing for a definite date.
This application requests, among other things, authority to con-
struct facilities required for gathering and processing the casing
head gas under contract, as estimated.

All except five of the producers with whom E1 Paso has cas-
inghead gas contracts have filed applications with Federal Power
Commission for producers! certificates. These cases have been con
solidated and set for hearing on June 12.

If Federal Power Commlssion issues permanent certificates
to the producers in these applicatlons El Pago will seek to obtain
approval for construction of the facilities necessary to serve
those producers accepting permanent certificates in an entire areg
ELl Paso will meet with any group to discuss sharing the risk of
construction under a temporary certificate. Upon obtalning a cer-
tificate, in form acceptable to El Paso, then El Paso will proceed

immediately with construction of the additional facilities.

L]
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MR. BUELL: May I formally offer Pan Americants Ex-
hibits 1 and 2, Mr. Porter, and while I am on my feet, make a gen-
eral statement in this case?

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

proceed, Mr. Buell.

MR. BUELL: Pan American has operations in the Gallegps-

Gallup Pool and the Bisti-Gallup Pool, and in those two pools we
find ourselves in a situation that is common to a lot of the operat
tors. Through no lack of diligence on our part, we are not yet
able to save and sell the producing casinghead gas. We have a
hearing before the Federal Power Commission tomorrow as a result
of an applicatlon we made back in November of 1958. The earliest
possible approval on our certificate would be two to three months.
For the procedural delays that we run into, and can expect, I am
afraid Mr. Nuttert!s recommended delay of a hundred and twenty days
would not give us sufficient time to have complied with these pro-
cedural rules and matters and to have -- for El Paso to have con-

structed the facilitles to our wells to save the gas. For that

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

a lack of diligence on our part. For that reason, I would like tb

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

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

MR. PORTER: The Commission would like to hear any
comments that anyone would like to make concerning counselt!s motion
for continuance.

MR. KELLAHIN: If the Commission please, as I under-
stand, you just want comments on the motion for contlnuance?

MR. PORTER: Thatts right.

MR. KELLAHIN: We also have an additional statement
we would like to make, but at this time the Standard of Texas would
like to go on record in support of the motion which has been made
by Mr. Guy Buell for an extension of time,for the six months.
Standard is in a similar situation in the Bisti Pool. Although our
production is not so great as some of the other operators, we are
negotiating with El Paso in an attempt to get our casinghead gas
picked up. We have the same problems as all the other operators
are faced with, and we do not feel that one hundred twenty days is
going to be sufficient time to get connections in there.

MR. LOAR: I am William Loar, representing Sunray Mid+
Continent. In the portion of tle Bisti Field, which is the east
portion of area F and part of portion G, Sunray Mid-Continent has
several wells that have ~-- we have dedicated the gas to El Paso.
We are in a position similar to the Standard of Texas, and a numbep
of the other operators. We have diligently been trying to work ouf
some method for the disposition of this gas. From what we have

found, from the delays we have gotten from the Federal Power Com-
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misslon hearings, and the lines laid in the area, the earliest we
can expect gas going into the market would be approximately six
months. Therefore, we would concur 1in Mr. Buell'g motion that
six months delay be granted.

MR. BRATTON: If the Commission please, Humble desire
to concur in the motion by Mr. Buell. T believe that what has bee
shown here today shows that everything is being done which can be
done, and that the delays are not the fault of the operators, and
that within a reasonable time further progress will be made, but
one hundred twenty days may just be too short, and six months soun
more within the realm of probability. We strongly concur in the
recommendation of Pan American.

MR. HOWELL: Bén Howell, representing El Paso WNatural
Gas. El Paso Natural Gas joins with the operators and believes
sincerely that by the time that the recessed hearing is resumed,
that the great bulk of the problems will have been solved. It is
just a matter of three days now untll a number of producerst?! appli
cations will be heard by the Federal Power Commission, and certain

1y until the action that the Federal Power Commlssion takes upon

s

those applications 1s known, it is impossible for anybody to procefed

any further. So that everything is at a standstill until we can
find out somethling from the Federal Power Commission.

MR. BUSHNELIL: Amerada concurs in the motion made by
Mr. Buell on behalf of Pan American.

MR. SPANN: Charles C. Spann, for both Phillips
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Petroleum Company and El Paso Natural Gas Products Company, we
would like to concur in Mr. Buelltg motion, and further state that
if the motion is overruled, we would still recommend that addition
al time be allowed =-- I mean in addition to one hundred twenty
days before the Order pecomes effective, at least some realistic
time Dbe used,bearing in mind these hearings that are pending. An
it would be ~~ perhaps if a period of time is used, it 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, sir.

MR. PORTER: Mr. Payne.

MR. PAYNE: Mr. Examiner, I would point out that it
is the duty of this Commission to prevent waste, and that this is
true regardless of Many delays that may‘be caused by the Federal
Power Commission. I would, therefore, recommend that an Order be
entered in this case. If the Commission feels that a hundred and
twenty~day limit is too short, they could extend it to six months
or some such figure. However, 1 strongly belleve that an Order
ought to be entered as perhaps the only way to speed up the Federa
Power Commisgion.

MR. PORTER: Anyone else want To comment on the motio
The Commission will deny the motion for a continuance, and in con-
sidering the case, we certalnly will consider the admonition of

Mr. Payne to consider a later date -- later effective date of

r

n?

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




entefing a no-flare provision for the Order that might be included
The Commlssion will certainly conslder the recommendations of Mr.
Nutter. We will also consider the merits of making the effective
date of any such Order later. And we will take the case under
advisement.

I believe we had the request from some of the interested
parties to enter a statement into the record, which we will enter-
tain at this time.

MR. KELLAHIN: If the Commission please, Jason Xella-
hin for Standard 011l Company of Texas. Standard 011l Company of
Texas operates four wells in the Escrito-Gallup Pool, two of which
received some attention, both in Mr. Nutterts testimony and in tha
presented by Mr. Marshall. As the record now shows, those two
wells located in Section 26 are high gas-oil ratio wells, which
are practically at their economic limit of productivity. We do
not anticipate they will be produced very much longer. Of the
four wells operated by Standard, they are all marginal wells and
producing approximately 35 barrels of oil per day total. The gas
volume from the Escrito Field, as shown by the testimony otfered
by Pan American, is insufficient to justify the gas gathering sys-
tem or compression facilities either to sell or to reinject the
gas. The flaring of gas, of course, is prohibited in the Gallup
Field. It would then cause premature abandonment of the proper-
ties operated by Standard 0il Company of Texas, and probably some

of the other operators, and a resultant loss of oil, which could
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otherwise be recovered. It is requested that the present status o
allowing the flaring of gas in this Pool be continued to permit th
marginal wells to produce their normal -~ to theilr normal economic
limit during -~ by obtaining a greater recovery of hydrocarbons
from this particular reservoir. We appreciate the recommendation
which has been made by Mr. Nutter that this pool be given further
study. If there 1s any possibility of anything being worked out
which would save this gas, either by injection or by marketing it,
certainly Standard of Texas will cooperate to the fullest extent.
We do not object to an industry committee making further study.
We do feel that Pan American has done an excellent job, but if
there is anything further to do, we certalinly want to cooperate.
Thank you.

MR. PORTER: Anyone else want to say any hing furthen

in this case? Take the case under advisement.

ese
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