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EXAMINER HEARING

IN THE MATTER OF:
Application of Shell 0il Company for
an exception to Rule 502-1, Lea County
New Mexlco. Applicant, 1n the above-
styled cause, seeks an exception to Rule
502-1 to increase from 25 per cent to
100 per cent the dalily production tol-
erance applicable to all of its wells
located in the Hobbs, Eunice-Monument,
Vacuum-~-Abo, and Vacuum-San Andres Pools
Iea County, New Mexico.

CASE NO.
2406
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BEPORE: Dan Nutter, Examiner

TRANSCRIPT OF HEARING

EXAMINER NUTTER: We will call Case No. 2406,

MR. MORRIS: Application of Shell 0il Company for an
exception to Rule 502-1, ILea County, New Mexico.

MR. SETH: Oliver Seth, Santa Fe, representing Shell
0il. We have two witnesses. |

(Witnesses sworn.)

R. L. SUMERWELL,

called as a witness by and on behalf of the Applicant, having been

first duly sworn, was examined and testified as follows:
DIRECT EXAMINATION

BY MR. SETH:

Q Would you state your name, please.
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A R. L. Sumerweill.
Q By whom are you employed, and in what capacity?

A Shell 0il Company as a mechanical engineer.

Q Have you testified before this Commission on previous
hearings?

A Yes.

Q As a mechanical engineer?

A Yes.

MR. SETH: Are his qualifications acceptable?
EXAMINER NUTTER: Yes.

Q (By Mr. Seth) Would you tell us, first, what the gen-
eral purpose, what 1s sought by the application of Shell 0il
Company in Case No. 24067

A Shell 0il is seeking an exception to Rule 502-1 to affor
more flexibility in the operation of certain of our olil properties
in Eastern New Mexico. Specifically, we are asking that the daily
tolerance allowable be increased from 125 per cent to 200 per
cent, and this will afford a more prudent operation in scheduling
our oil properties.

Q Have you prepared, and have you avallable, a plat show-
ing the several flelds which are the subject of this hearing?

A Yes, sir.

Q I hand you what's been marked for identification as

Shell's Exhibit No. 1. Would you state, please, what that shows?

A Exhibit No. 1 shows Shell's leases in the Monument Fiel
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which 1s one of the fields we have. We are asking for an exceptior
to this rule.

Q Are the Shell's leases shown on the exhibit?

A The Shell's leases are labeled, outlined in red.

Q Are the well numbers also indicated in each lease?

A Yes.

Q Would you explain as to Exhibits 2 and 3 also?

A Exhibit 2 1s a similar plat of the Hobbs Field, which is
the second field that we are asking this exception.

Exhibit 3 depicts Shell's leases in the Vacuum-San Andred
and Vacuum-Abo Field.

Q The Exhibit 3 shows two fields?

A Yes, the two flelds are not differentiated on the map.
However, there are two leases, the Vacuum State D and State GA,
with both Andres and Abo completions on them.

Q There are a number of wells in each of these fields which
you would like the exception to apply to?

A Yes. We have asked for an exception for all of our wells,
even though a number of them, at the present time, are not capable
of producing 200 per cent.

Q This application applies to all of Shell's wells in each
of the four fields?

A Yes, that's correct.

Q Do you have a list of these wells?

A Yes, I do.
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Q I hand you what's been marked Applicant's Exhibit No. 4
in this case. Could you tell us, please, what this shows?

A Exhibit 4 shows merely a listing of all Shell's wells
in the four flelds in question: The Monument, Hobbs, Vacuum-San
Andres and Vacuum-Abo. The asterisk indicates that at the bresent
time, in our opinion, these wells are not capable of producing in
excess of 125 per cent top unit allowable; in many cases, not even
that.

Q wWhy have you included these wells in the application?

A Primarily, in case if we should work a well over and it
should be capable of producing 200 per cent, we'll have that
privilege available.

Q Do you think there is any advantage to have the applica-
tion and any order issued apply to all of the wells instead of
part of them, for easy administration?

A Yes. I think that would make for easy administration of
this case, and would also allow us more flexiblility in the future,
should we need it.

Q Referring to Exhibit 4, can any well on that lease be
located by reference to Exhibits 1, 2, or 3°?

A Yes, it can,

Q Your application would result in an increase in oil
production at that particular time during the months the rate

would increase; is that correct?

A Yes, this would be 80 at various times in the month.
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Q Would this affect the pilpeline companies that are pre-
sently taking the o0il?
A No, that was one of the main concerns that we tried to
cover. We do have letters from both pipe carriers in these areas.
The Texas-New Mexico Pipellne Company 1is the prime com-
pany in the Vacuum Field with one lease in the Monument, with Shel
pipeline taking the remainder of the production.

Q Did you take this matter up with these pipeline com-

panies?
A Yes.
Q What was their response?

A They have no objection, and indicated that they would
not overload in any way or inhibit taking their oill.

Q Did you receive letters from them to that effect?

A Yes.

Q Referring to Exhibit 5, that's the letter from Texas-
New Mexico Pipeline Company. What does that say? Would you mind
reading that for the record, please?

A "Gentlemen: We understand the Shell 0il Company is re-
questing permission to produce this well in the Monument, Vacuum-
San Andres and Vacuum-Abo Field on a 5-day work week rather than
a 7-day allowable. This in no way would affect our pipeline op-
eration from the fields."

That is addressed to the New Mexico 0Oil Conservation

Commission, and it is signed by Mr. Frank K. Whitaker, Jr.
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Q Do you have a similar letter from Shell Pipeline Company?

A Yes.

Q What does that say?

A "We are agreeable to your proposed method of operation
in the Hobbs Monument Fleld whereby you will obtain the weekly pro-
duction in five days. Thils agreement is based on the following
conditions:

"(1) Under the present schedule of allowables, our
gathering system will not be overloaded. However,
if production materially increases or if you have
other operators following this procedure, it will
be necessary to run some of this oll on week ends.

"(2) This will require that operators maintain suffic-
ient storage to hold over week ends and/or execute
waliver.

"(3) Operators must execute waiver or have represent-
ative on hand when month ends and week end co-

incide."

Q Have you made a study of production rates through a typical

month for each of these fields as to oil and gas?

A Yes. I have plotted it, using top allowables of thirty-
five barrels per day.

Q . Do you have an exhibit showing this?

A Yes.

Q Now, referring to what has been marked Exhibit 8, would

&
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you tell us, please, what that shows?

A This is a plot of the oil production from Shell's pro-
perties, all of Shell's o0il producing wells in the Monument Field.

Q Does it show the current production?

A It shows the current oil production, the rate is shown
labeled as the dark lower black line. This is the production our
wells are produced at at this time.

Q Generally, what 1is the shape of the 1ine?

A It is quite flat to about the 25th or 26th day of the
month, and then it drops down to what the marginal wells will pro-
duce 80 that the top allowable wells are at approximately 125 per
cent, the majority of the month, about the first twenty-five days,
and then only the marginal producers are producing, less than five
or six days.

Q Now, what about the gas rate?

A The upper black line depicts the gas flow from our
leases under current operations. The cross test area, the lower
cross test area, 1s the anticipated oil rate should this exception
be granted.

The upper cross test area is the anticipated gas rate.

Q What is the shape of the current gas rate line?

A Again, it is flat to about the twenty-fifth day of the
month, and then it decreases to what the marginal wells will pro-
duce.

Q Is there a significant difference between the two, say
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the current oil rate line and the proposed one? You will have a

series of drops of shorter duration instead of the present drop
of about the same magnitude that lasts for a number of days at
the end of the month?

A That 1s practically right. There will be more dips
during the month.

However, I think it will tend to even out Shell's gas
production into the varlous plants throughout the month and per-
haps will help alleviate the end-of-the month gas intake problem
that the plants experience.

Q Now, a little bit more about the marginal wells. How
would you propose they be handled?

A They are not capable of producing even top allowable.
Allowable will be produced every day of the month just as they
now are.

Q And the bottom of these dips shown on Exhibit 8, that
is the total marginal production, 1s that right?

A Yes. I have actually labeled the number of marginal
wells -- there are eight wells in the Monument Field that are
marginal -- and there 1s a total of nineteen wells in the field.

Q Now, this exhibit 1s prepared showing the shut-in of
production on certain days of the week or of the month. Do you
make this proposal for the particular days of each month?

A No, sir. This is quite arbitrary. We merely picked

these days for gravity. They will ultimately be selected through
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cooperatlon wlth the gas plant operators and oil-handling pipeline
carriers in an attempt to level out their peak loads so that we
will work quite closely with those people in selecting two days of
the week that the top allowable wells will be shut in.

Q And this exhibit is Just an example, and you have selectJd
particular days arbitrarily?

A That's right.

Q But will the spacing of the days that the wells will be
shut in be essentially as shown on this, regardless where it oc-
curs during the days of the month?

A Each week the wells will be produced five days of the
week and shut in two, 80 we won't attempt to produce the well
fifteen days and then shut them in, if this 200 per cent is granted.

Q Have you prepared similar exhibits for the Hobbs Field?

A Yes, for all four fields.

Q Referring to Exhibit No. 3, would you explain, please,
what that shows?

A It is quite similar to the original graph on the Monumenﬁ,
and shows the oil-gas rates, both current and proposed, of the
Hobbs Field. This does include all Shell's wells in the Hobbs
Field.

Q Is this prepared in the same manner as Exhibit No. 8, to
which you previously testified?

A Yes, it was.

Q Would you describe it and take us through this exhibit
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briefly?

A All right. In the Hobbs Field we have 1l wells that
are not capable, at the present time, of producing top unit allow-
able, and a total of 40 wells in the fleld.

The lower cross test area does show the 0il production
that would be in effect should this be granted. The lower heavy
line, which 1s flat to approximately 25 days, shows the current
producing rates.

The top cross test area is the proposed gas rate, and
the top heavy line is the current gas rate.

Q Are these lines simllar in shape to the one that you
referred to for the Monument?

A Yes, quite similar.

Again, under the current producing schedule, we are
shut in, virtually shut in, at the end of the month -- not shut
in, but only the marginal wells are producing.

Q Do the same thing for Exhibit No. 10, please. That's
the Vacuum-San Andres.

A Yes, it shows the producing -- both the heavy lines
show the oil-gas rates that we are currently experiencing, and the
lower cross test area shows the proposed oil rate for the Vacuum-
San Andres, and the upper cross test area shows the proposed gas
rate for the San Andres gas wells.

Q It shows the marginal portion of it?

A Yes.
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Q Is there anything else on Exhibit No. 10 that's differ-
ent?

A No, I don't believe so. The actual marginal production
is shown, I think, best on this lower area. That's the two days
that the well would be shut in, the top allowable wells would be
shut in.

Q Now, referring to --

MR. PORTER: Can you glve us the names of the wells on
this exhibit?

THE WITNESS: The current marginal wells are six -- a
total of twenty-four wells in the field.

Q (By Mr. Seth) Would you explain Exhibit 117

A Exhlibit 11 shows the current and proposed oil-gas rates
for the seven Vacuum-Abo wells. All these wells are top allowable
wells at the present time.

The lower cross test area shows the proposed o0il rate,
and the lower dark line shows the current oil rate.

The top cross test area shows the proposed gas rate,
and the top heavy line shows the current gas rate.

with no top allowable wells, the valleys are more pro-

nounced.
Q You mean with no marginal wells?
A Yes, with no marginal wells, with no production on two

days out of each week.

I may also add that this 1is an ideal condition.
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Oftentimes it is necessary that the well be produced seven days a
week for various reason, so this would be the maximum condition,
maximum peak load that we might impose for oil-gas handling. Of-
tentimes our top allowable wells might continue to produce all
week.

Q About how many total wells are we talking about?

A A total of 65 wells -- a total of J0O wells.

Q 0 wells?

A Yes.

Q In the four fields?

A Yes,sir.

Q Do you have the oil volume by fields, or the total oil
volume?

A Yes. In the Monument Field total oil production is 775
barrels per day. In the Hobbs Field, 1830 barrels per day. In
the Vacuum-San Andres, 1142; in the Vacuum-Abo, 1150. These are
approximate figures.

Q Do you have the same data as to gas production?

A Yes. In the Monument Fileld, dally gas production is
1243 MCF per day; in the Hobbs, 3537 MCF per day; in the Vacuum-
San Andres, 1583 MCF per day.

EXAMINER NUTTER: 83 or y3?
THE WITNESS: 83.
A (Continuing) In the Vacuum-Abo, 1160 MCF per day.

out of the O total wells, 65 of these are, in our

®
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opinion, capable of producing 200 per cent of top unit allowable,
25 are not.

Q (By Mr. Seth) What gasoline plants are connected to
your casinghead gas production?

A The Monument Field is connected to the Juan Plant.
Phillips is the operator of the plant at Hobbs, and also the
Vacuum-San Andres and Abo production goes into the Phillips plant
at Buckeye.

Q Do you know about what percentage of Shell's gas 1s the
total intake of the Phillips gasoline plant at Hobbs?

A Using the August production figures, 10 per cent of the
Hobbs plant intake is contributed by Shell.

Q From the Hobbs field?

A Yes.

Q How about other gasoline?

A The Phillips plant at Buckeye, we contributed approxi-
mately 1.8- per cent, and the Warren. Plant at Monument, we con-
tributed 1.23 per cent.

Q Those are the three plants taking all of your casinghead
gas from these four filelds?

A That's correct.

Q Is Shell prepared to cooperate with these plants and with
other producers to work out any severe peaks in the gasoline plant
intake?

A Yes, we are.
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In fact, we had a brief meeting with these operators

and offered our complete cooperation.

Q Are you speaking of gasoline?

A Yes. Phillips and warren were present, and we offered
our complete cooperation in attempting to level out their peaks
and any other intake problems they might have.

Q The amount of gas you contribute is really a relatively
small amount to these plants, is it not?

A Yes, in most cases it's quite small.

Q Now, in the event that this application should be favor-
ably considered, what savings would you expect in your operations,
and what other advantages to the State would result?

A Well, one of the immedlate effects of a favorable order
on this case would be a reduction in the amount of supervision
that we have to have to produce our wells. This would enable us
to shut the well down two days a week, top allowable wells, and
eliminate supervision during these days, and this would effect
approximately $11,000. per year savings to Shell 0il Company.

This, of course, would ultimately reduce the economic
1imit of these wells and we could possibly recover as much as an
additional 60,000 barrels of oil through lowering the economic
iimit.

We feel this is quite significant, both to Shell and

the lease holder, and in some cases, to the State of New Mexico.

Q By reducing your operating cost, you could prolong the

g
7
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period during which you could economically operate the fleld?
A Yes.

Q And that would result in production of more olil, with

more --
A More recovery.
Q -- royalty to the State?
A Yes.
Q And more sales taxes?
A Yes.
Q Do you belleve that is in the interest of conservation?

A I think it definitely is. In addition to this monetary
saving, this also offers more flexibility in the operation of our
wells and should a prolonged shutdown be necessary through re-
medial work, this will enable Shell to produce allowable produc-
tion from the wells that have been shut down.

Q I guess all operators have experienced this, though,
through storms and other unavoidable acclidents and mechanical
failures?

A That 1s correct.

Q At the present time, allowable 1is occasionally lost by
these uncontrollable factors, is that right?

A Yes.

Q You can't make 1t up on present cost?

A That's right.

Q Now, I believe you testified that you do not intend thig
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application to permit any 15-day production and 15-day shut-in,
is that correct?

A No. We would like permission to produce the well at
the rate of 200 per cent, five days out of each seven.

Q If the Commission considers the application favorably,
you would expect to have no objection to provisions in the order
which would so 1limit it, 1s that right?

A Yes.

Q Do you have anything further you would like to mention?

A No, I can't think of anything at this time.

The ability of the wells to produce 200 per cent with-
out damage to the reservoir will be covered by Mr. Stokes.

MR. SETH: Mr. Examiner, we would like to offer Exhibits
1 through 11. We have no No. 7, by the way.

EXAMINER NUTTER: They will be admitted in evidence,
1 through 6 and 8 through 11.

Are there any questions of the witness?

EXAMINATION

BY MR. MORRIS:

Q Mr. Sumerwell, now, as I understand the gist of it, you
want to operate your wells on a five-day week rather than a
seven-day week?

A Right.

Q Now, at the present time, are you operating your wells

on a seven-day week?
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A Yes, sir.

Q As I figure it, under the 25 per cent tolerance, you
could actually make up one day and operate your wells on a six-day
week at the present time?

A That's correct.

Q By producing each well 16 2/3 per cent in excess of
daily allowable for six days?

A That's true.

Q But, according to my calculations you'd have to produce
each well 40 per cent in excess of daily allowable per day for
five days to make up two days production. Would you agree with
that?

A I haven't figured that.

Q In other words, if each well produces 40 per cent in
excess of daily allowable for five days, you would have made up --
you would be 200 per cent over?

A Yes.

Q And at the end of five days that would be two days
allowable?

A Yes.

Q All right now, if you allowed something for give and
take there, say another 25 per cent, that would bring you up to
65 per cent. I am wondering why you have requested a hundred per

cent rather than some lower figure.

A By practice, our lease operators leave the fleld on
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Friday evening and return Monday morning. There 18 ac thally ‘

2 2/3 days unattended, so that will require approximately a hundre
sixty two per cent of top unit allowable, Two hundred was quite
arbitrary. We Jjust thought that would be sufficient to afford us
this flexibllity.

Q Your figure, 2 2/3 days unattended, you would have to
produce some sixty-qdd per cent?

A Yes.

Q And periods in excess of that, the wells would actually
have to make up?

A 62 per cent, I believe.

EXAMINER NUTTER: You have got almost three days off
instead of two.
THE WITNESS: Nearly.

Q (By Mr. Morris) Do you contemplate any other wells
being drilled in any of these pools by Shell?

A We don't at the present time, but should the order be
considered favorably, we would like to have any future wells in
this field included.

MR. MORRIS: That's all; thank you.

EXAMINER NUTTER: Are there any further questions of
Mr. Sumerwell?

MR. JONES: Carl W. Jones, Phillips Petroleum Company.

I think the Commission file will reflect there 1s a letter from

d

Charles C. Spann entering an appearance on behalf of Phillips
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Petroleum Comparny.

I may state that Phillips 1s a producer of oil and is
vitally interested in anything which will make for more efficient
and economical operation of thelr leases. However, in this case,
Phillips 1s a gasoline plant operator and thinks that this appli-
cation would involve more problems than it would solve, and would
ultimately result in waste of gas.

For that reason, we believe the application should be
denied.

EXAMINATION

BY MR. JONES:

Q Mr. Sumerwell, 1f I understand your testimony correct-
ly, the two basic reasons for this application are the benefits
that would be derived by reduction of supervision of the lease?

A One benefit.

Q And more flexibility in operation, particularly making
up allowables that could not otherwise be produced?

A Yes.

Q Is there anything, Mr. Sumerwell, in these four fields
that you ha#e named that is peculiar to these fields that would
not likewise be applicable to any other field in Southeastern New
Mexico on the basis of the two reasons you advance?

A As far as Shell's leases are concerned, we have a large
number of top allowable wells that are capable of producing 175

to 200 per cent.
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Q Is there anything particular that makes this applica-
tion particularly attractive to these four fields as distinguished
from any other fields in Southeast New Mexico?

A Yes, the reasons I stated.

Q All right now, I believe you stated that of Shell's gas
which is going to the Phlllips plant, 10 per cent of the gas is
going from the Hobbs Field from Shell's lease, is that correct?

A The August summaries indicate that, I believe.

Q All right, sir, and 1.8y per cent of the gas from the
Vacuum-San Andres and Vacuum-Abo Pools going to the Phillips
plant 1is Shell's gas?

A Yes.

Q Now, Mr. Sumerwell, is there anything about Shell's
leases, those pools, which makes this application attractive from
Shell's viewpoint, which wouldn't be applicable to other operators
in those pools?

A Assuming they have an equivalent number of wells pro-
ducing 200 per cent, I think not.

Q In other words, as far as you know, any other operators
in those four fields would find this 100 per cent tolerance in-
stead of 25 per cent equally attractive?

A Assuming they have sufficient wells capable; yes, sir,
they could effect the same savings.

Q Now, as to your point about the reduction in supervis-

ion, which I believe you testified would save $11,000 a year and
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possibly recover an additional 60,000 barrels of oil; how many
wells does Shell operate in the Hobbs Pool?
A 40 wells.

Q All right, sir. Now, how many pumpers do you now have

operating those 40 wells?

A one regular and one relief operator.

Q When does the regular pumper -- what days does he work?
A I am not prepared to answer that; I don't know.

Q Well now, I have noted that you stated in answer to a

question by Mr. Morris that the leases or operators now leave the

field on Friday evening and come back on Monday morning.

A I believe I did say that, and that was merely an example,

not necessarily.

Q Are the 40 Shell wells in the Hobbs Pool unattended from
Friday evening until Monday morning?

A No, sir.

Q And you have a rellef pumper?

A Yes, sir.

Q And the savings, then, in the Hobbs Pool would be the
elimination of the relief pumper?

A Yes, that would be one of the savings.

Q Well, as far as the reduction in supervision, wouldn't
that be the only saving?

A Yes.

Q Now, how many wells does Shell operate in the Vacuum -Sa

n
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Andres Pool?

A 24,

Q How many pumpers operate these wells under your present
system of operation?

A There is one pumper that is handling the 24 San Andres
wells, plus the 7 Vacuum-Abo Wells.

Q One pumper handles the production from both the Vacuum-
San Andres and Vacuum-Abo?

A Yes.

Q What days does he work?

A I don't know that.

Q Does he have a relief pumper that takes over when he 1is
not working?

A Yes.

Q The reduction in supervision, then, for the Vacuum-San
Andres and Abo Pools would be the elimination of the relief pump-
er, is that correct?

A That's correct.

Q Now, as to the flexibility in operation. 1Isn't it a
fact that you possibly can make up some allowable which you other-
wise would not be able to get because of mechanical difficultiles,
so forth? Have you had some difficulties like that recently?

A Not to my knowledge, no. There have been no specific

cases.

Q T suppose that 25 per cent tolerance now provided for
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in Rule 502, Section 1, is designed to take care of situations like
that?

A I think I might say that that isn't the paramount purposl
of our application. It's reduction in supervision rather than
flexibility.

Q All right, sir, and the flexlibility is also provided by
the other provisions in the rule which provide for five days tolerit
ance during any one proration period, does it not?

A Yes.

Q So that you have two methods in the present rules to
achieve such flexibility; one, a 25 per cent tolerance, and the
other a five per cent, five-days tolerance for each proration
period?

A Yes, that's.right.

Q And then, did I understand you to say basicially, then,
the reason for the application is reduction in supervision?

A That's correct.

Q And that in this case the fields subject to this appli-
cation, it would mean the elimination of two relief pumpers for
a period of two days?

A | . Plus a relief pumper in the Monument Field.

Q That would mean three relief pumpers for two days each
week?

A Yes.

Q Mr. Suﬁerwell, there are now difficulties, are there notj}
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even under the present rules about scheduling of gas production?
You are meeting with plant operators, are you not, to work that
out?

A They have indicated in meetings that this always has
been a problem.

Q And I believe you mentioned that sometime this week you
had a meeting with gasoline plant operators to discuss this appli-
cation?

A That's correct.

Q Was Phillips Petroleum Company represented at that meet-

A Yes.

Q Do you recall who that representative was?

A They had three representatives, Mr. Hankin, Mr. Curlee,
and Mr. Frank -- I am not positive of those.

Q All right. Did you present at that meeting any plan for
the scheduling of o0il leases into the plants if this application
was granted?

A We presented to them the same graph we have presented to
the Commission today, depicting current and proposed gas rates intg
the plants from Shell leases.

Q As far as seeding of Shell's leases is concerned, if
this application were granted, do you have any speciflic plans

there?

A No. We Jjust offered our wholehearted cooperation in
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attempting to reduce the peaks that they might experience on plan
intake.

We also tried to point out at that meeting that this
method of producing will perhaps reduce the problems that they
now have at the end of the month, when the majority of the top
allowable wells are shut in.

That is a problem in gas plant operation, I belleve.

Q At the end of the month?

A Yes.

Q When they're shut in?

A Yes.

Q what problem 1s that?

A They indicated that they experienced qulte low rates on
their intake gas at the end of the month due to top allowable wellp
being shut down. There was evidence that there was a number of
factors involved.

Normally, the voltage goes up; when the top allowable
wells are shut down, the voltage goes up and the gas plant 1ntaker
goes down, to the best of my knowledge.

Q If there is that problem of low intake at the end of
the month, then there is a problem of higher intake during the
early part of the month?

A I think they would attempt to rectify that, somewhat,

by distributing the gas throughout the month rather than at the

first part of the month.

®
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Q During the time that Shell's leases were producing
greater volume, if this application were granted, why the procedurd
of the gas in the gathering lines of the Shell leases into the
Phillips lines would tend to increase, would they not?

A I should think so, slightly.

Q Well, wouldn't it be more of a proportionate increase
rather than slightly?

A Shell's gas would increase during certain parts of each
week, yes. However, it seems improbable that 1.8~ per cent, a
slight increase of that volume, would overload us.

Q If a plant were already lowered, 1t would, would it not?

A I am not that familiar with gas plant operation, sir.

Q All right, sir. If other operators having similar Jjusti-A
fication presented applications similar to this, why then that
would tend to produce considerably more gas into the plant, would
it not?

A No, sir, I don't agree. At any time that two operators
would be granted permission to do this scheduling, it would tend
to decrease the peaks, as long as the operators didn't take the

two days off the same day of the week.

Q You work now with the plant operators, do you not, on
scheduling?
A Yes.

Q Do you not find that there are difficulties on scheduling,

even under the 25 per cent tolerance?
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A We don't find any problem.

Q . You have no problem?

A Not to my knowledge. We try to cooperate 1in every way
we can to even out their loads.

Q Even with the utmost cooperation, don't you have peaks
during the day as distinguished from the night?

A I am in the production department. I am not prepared to
answer that.

EXAMINER NUTTER: You do have peak production during
the day, do you?

A We probably do. However, we have intimeters and time
clocks so that they're not necessarily producing in the day time.

Q (By Mr. Jones) 1Is it Shell's practice in some cases to
shut down the pumping wells overnight?

A Not to my knowledge.

Q They are run by time clocks night and day?

A Yes.

Q Do you anticipate there would be any more difficulty 1n
scheduling if this application is granted than there 1s at the
present time? Do you think it would require more work between
Shell's production department, say, and the gasoline plant operat-
ors?

A I think not, myself.

Q You don't think it would require any mare work or effort?

A It was indicated to us that there is an existing problem

&
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I"that hasn't been coped with yet, and it is actually our hope that
this would help alleviate that problem, help provide better
scheduling for the gas plant.

Q You don't think it would require any mae effort or time
on the part of your people to schedule properly under 100 per cent
tolerance than it would under the 25 per cent tolerance?

A Not having had a scheduling problem, I can't answer
that, but I think through cooperation this can help.

The gas plant operators indicated that sometimes pro-
ducers would offer cooperation, particularly at the higher man-
agement levels, but oftentimes this wasn't carried out by the
lease operators. This cooperation has been carried out and planned
by our management, and has virtually been mandatory on the lease
operators.

Q Who would cooperate and work on this scheduling with
the lease operators?

A The Division Superintendent could do that. Perhaps this
would be delegated later once any problems were ironed out.

Q Under this proposal, would the production of your leases
be staggered so that some will be producing all of the seven days
during the week?

A The wells that are capable of producing a hundred and
sixty per cent would not be staggered, necessarily. The marginal

wells would produce all seven days of each week.

What do you mean by '"staggered"?
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Q Would some of your -- referring to your answer, would
some of your top allowable wells be producing all seven days of
the week?

A No, sir, not under normal operating conditions.

Q Under normal operating conditions &all of your top allow
able wells would be producing the same five days of the seven-day
week, 1s that correct?

A That is correct.

Q You don't anticipate that that would lead to any dif-
ficulty in scheduling?

A Again, I can't answer that.

The graph does deplct an increase in gas rates in plant#
capable of handling this, and through proper scheduling, why, per-
haps 1t won't.

Q  Mr. Sumerwell, that is what I am asking you, about the
scheduling. You told me there wouldn't be any scheduling of top
allowable wells, that all would be producing five days in the same
five days out of the seven-day week.

A I am selecting the two days that the top allowable wells
will be shut in.

Q They will be shut in all at the same time?

A That's correct.

Q How 18 that scheduling production? Do you mean that

some of the operators will produce during the two days that you

are shut down?

®
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A

No. I am speaking of scheduling Shell's production with]

respect to other operators' production which could help to minimiz

the peak load in any gas plant.

Q

Shell and the plant operators, but all of the other operators.

A

Sumerwell?

BY EXAMINER NUTTER:

Well, that would require cooperation not only between

If you have problems with other operators, it would.

MR. JONES: I believe that's all the questions I have.

EXAMINER NUTTER: Are there any further questions of Mr.

EXAMINATION

Q

the oil production in the Monument Pool, please?

A

Q

A

Q

pumper operating 40, and one relief pumper operating on the week
end. Now, in the Vacuum-San Andres you have got 6 marginal wells
out of a total of 24, with a regular pumpér and a relief pumper,
and 8 marginal wells in the Monument Field out of a total of 1y,

with one pumper and a relief pumper.

Mr. Sumerwell, I missed a couple of figures. What was

T75 MCF.

And 1830 in the Hobbs?

Yes.

And 1142, 1190 in the San Andres and Abo?
Yes.

You have got 11 marginal wells in the Hobbs Pool and one

Then, if you are granted 200 per cent tolerance and shut

®
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in the top allowable wells for two days, who would operate these
marginal wells?

A They would be unattended.

Q For two and two-thirds days?

A Yes. We wouldn't necessarily be there. We would be
there only in case of accident or some malfunction, if it was
reported to him. He would be available, but he would not be in-
spected by any individual. We might circle a man by untlil we were
sure there was nothing wrong.

Q There would be a limited amount of supervision on the
marginal wells on the two and two-thirds days?

A Yes. We would only have a man go by the wells should
accident occur, and he would be available to rectify it.

Q There would be no Shell people there to observe the ac-
cident and report it when it occurred?

A No, sir.

Q Are most of these marginal wells artificlally lifted?

A I don't know whether they are or not.

Q It would be reasonable to assume that a large percentage
of these would be?

A I think it would. I can provide that, I think. Twenty-
two of the Vacuum-San Andres wells out of the 24 are artificially
lifted by rod pump.

Q That would include the 6 marginal wells?

A Yes. Most of the flowing wells are capable of producin

®
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Q In your opinion, Mr. Sumerwell, do you deem it a prudent
operation to leave a marginal well which is on artifical 1ift
unattended for two and two-third days?

A I think the risk is minimized by leaving only the
marginal producers operating, and that, again, is one of the pur-
poses of this hearing, to attempt to minimize any waste that
might occur during an unattended time by enabling us to shut in
the top allowable wells.

Q But have you decreased the risk as far as the marginal
wells themselves are concerned?

A We have not done that.

EXAMINER NUTTER: Are there any further questions?
If not, the witness 1s excused.
(Witness excused.)
DANA D. STOKES,
called as a witness by and on behalf of the Applicant, having been
first duly sworn, was examined and testified as follows:
DIRECT EXAMINATION

BY MR, SETH:

Q Would you state your name, please.
A D. D. Stokes.
Q You are employed by Shell 0il?

A Yes, as District Reservoir Engineer for Shell 0il Compan

in Roswell.

“~
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Q Would you give us a l1ittle summary of your educational
background and your experience?

A I am a graduate of the University of Houston, with a
B.S. Degree in Petroleum Engineering.

I have been employed by Shell for fourteen years. I
spent six years in production research laboratories, three years
as a field engineer, and for the past five years I have been a
reservoir engineer.

Q As a reservoir engineer, have you become familiar with
these filelds that are the subject of this hearing?

A Yes.

MR. SETH: Are the witness's qualifications acceptable?

EXAMINER NUTTER: Yes. You may proceed.

Q (By Mr. Seth) Would you state, briefly, a little bit of
the background of each of these fields as relates to our rate of
withdrawal problem here.

A I will start with the Hobbs Fleld.

The Hobbs Field was discovered in 1y28. It has produced
to date, approximately a hundred sixty-seven million barrels. It
had an original reservoir pressure of 1500 pounds, which is down
to 500. It produces by a combination of water drive, gas expan-
sion, and solution gas.

It had an original gas cap water level of approximately

620 feet sub-sea. Water encroachment has been from the west, with

no water apparently on the east side of the field. The approximatP
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__ation -- the flexibility we have requested will not cause a

rate in the Hobbs Fleld is fairly high at times running from
several thousand barrels per well in the late Twenties to a current
thirty-four. As late as 1551, Shell production averaged 56,000
barrels per month, with an allowable of 53 barrels per day. That
compares with a production of 36,600 barrels a month current, with
an allowable of 34 barrels per day. In both cases, this is a gas
ratio of about 10,000 barrels per month per dally barrel of unit
allowable.

I believe the past performance of the Hobbs Field shows
that it is producing in excess of 34 barrels per day, and that it
will not cause reservoir damage.

e Now, as to the other fleld?

A The Monument Fleld was discovered in 1436 and has pro-
duced, to date, approximately a hundred fifty-three million bar-
rels. It had an original reservoir pressure of 466 pounds and
currently has »20.

It produces, primarily, by water drive, with some effect
from gas expansion. This was originally a gas-oil contact, 153
feet sub-sea, with 01l contact at 390 feet sub-sea. Water drive
has been primarily from the south and east.

In the Monument Field, since 1455, the water cut in the
field has averaged 55 per cent to 65 per cent total production.

It has not increased appreciably in that eleven-year period. I

believe past performance in the Monument Fleld indicates that oper}-

®
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reservolr damage.

The Vacuum Field was discovered in 1947, and produces a
little over ninety-one million barrels. It had an original pres-
sure of 1650 pounds and currently has around 00 pounds in the
Fairway area.

It produces by solution gas drive through an original
oll-water contact 735 feet sub-sea, but there has been no encroach
ment except for a minor amount on the southeast flank.

In 1951, Shell's production averaged 30,000 barrels per
month, with 53 barrels per day allowable. The withdrawal of the
requested rate will not cause damage.

The Vacuum-Abo Field was discovered in 1960. It has an
original reservoir pressure of 3100 pounds and does not have a
significant decline to date. It has an average porousity of
5 1/2 per cent and a permeability of 25,000,000, and a gross thick
ness of SOO’to 600 feet. It has a net pay of approximately 250
feet. From the character of the structure, I belleve that res-
ervoir drive will be solution gas. The reservoir has excellent
communication and should be capable of producing at a high rate
without damage to the reservolr.

The wells in the Vacuum Unit have been producing in
excess of top allowable, without decline of capacity or any evi-

dence of damage.

Q Then, in summary, your opinion is that the rate of pro-

duction that is requested in this application wlll not damage any

®
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of the four reservoirs?

A In all but the case of the Vacuum-Abo, we have in the
past produced considerably in excess of that rate without damage.
I believe we can do 80 now.

Q Under the previous high allowable?

A Yes. The rate in 13551 of 53 barrels with a tolerance of
25 per cent would amount to 70-some-odd barrels per day, while in
excesas of 200 per cent of our current unit aliowable.

MR. SETH: 1 belleve that's all the questions I have.
EXAMINER NUTTER: Are there any questions of the witnessi
What were your initials, please?
THE WITNESS: D. D.

EXAMINATION

BY EXAMINER NUTTER:

2 You stated, Mr. Stokes, 1in 19551 when the Hobbs had an
allowable of 53 barrels, it produced how much?

A Shell's production was 56,000 barrels per month.

Q wWas 10,000 barrels per month per unit allowable?

A Well, 1t's Just a factor that indicates that as far as
Shell's capacity was concerned, we were able to make as much on a
barrel of unit allowable in '51 as we are today, and vice versa.

Q Right now you;re producing 36,600 per month, with a 34
barrel allowable?

A Yes, sir.

Q Now, there has been no evidence from -- particularly on

®
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this west side, with the water coming in, that there is any danger
of commingling of water by producing at high rates?
A I don't believe for the periods we will be producing at
a high rate, that there would be damage. We will, in the period
of a month, produce the same amount of oil as any other operator.
Q You stated that in 1951, with the 53 barrels normal unit
allowable, that the 125 per cent tolerance would permit a rate of

70 barrels per day?

A Yes.

Q In excess of 200 per cent of the present allowable?

A Yes.

Q In the Monument Pool, you have a water drive from the
south?

A The east and west flanks.

Q On both sides?

A Yes.

Q what did you say the water cut 1is at the present time?

A I believe last month it was 65 per cent.

Q This is more or less the same cut that it's been for the
last eleven years?

A It was 55 per cent in 1351, which was the high allowable
period during that time. TItmade 50 in 1551 with a high allowable.
It declined to 55 per cent.

Q This increase in tolerance would reduce 1it?

A I wouldn't testify to that.

®
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Q Now, the Vacuum-San Andres, you stated had a solution
gas drive. There is evidence of a water drive in parts of this
field?

A There is some water encroachment on the southeast flank.
I don't believe that it has a significant effect on production in
the field.

Q Are any of Shell's wells in that area?

A Not in the water-producing part, no, sir. We have some
wells in the southeast part of the field but they're not making
water.

Q You feel Shell's wells in particular are producing by
means of solution gas drive?

A Yes. This fleld, as a whole, is primarily solution gas
drive.

Q What was that field producing in 1953, Shell's leases,

I mean?

A 30,000 barrels a month.

Q Right now you are making 22,000, with a 34-barrel allow-
able?

A Yes. Some of our wells were capable of making, say,

53 barrels in '51 but producing at a high rate, with no indication
of damage.

Q The Vacuum-Abo Pool 18 so new that you haven't determineh

definitely that this is a solution-gas drive, is that correct?

A That's correct, but because of the reef nature of the
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reservoir, I don't believe there will be any source for water.

Q. You mentioned some tests that were conducted in this
Vacuum edge unit in that field wells were produced at the high raJe
with no evidence of damage. What rate was that?

A According to the allowable schedule, two of the wells
are given 150 per cent, and one well was shut in for observation,
and 1ts allowable distributed.

Q This was from the tests that you conducted?

A Yes.

Q 150 per cent, then, isn't as much as you are requesting
here today, 1is it?

A No, sir.

Q But, of that 150 per cent there was no evidence of dam-

age?
A Right.
EXAMINER NUTTER: Are there any further questions of
Mr. Stokes?

EXAMINATION

BY MR. PORTER:

Q Mr. Stokes, you testified that original pressures in the
Hobbs Pools were about 1500 pounds?

A Yes.

Q That was after production of approximately one hundred
sixty-seven million barrels down to y00?

A Yes, sir.

®
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Q Has there been any evidence that the pressure has de-
clined at a slower rate under these lower allowables that we have
had for the last three or four years from 34 to 39 barrels than
it did under the high allowable, 45 to 537

A Yes, sir. The last showed a drop due to the lower
withdrawal.

MR. PORTER: That's all I have.

EXAMINER NUTTER: Are there any further questions of theq
witness?

The witness may be excused.

(Witness excused.)

EXAMINER NUTTER: Does anyone want to put on any testi-
mony in this case?

We will recess until 1:15 and proceed then.

(Noon recess taken.)

EXAMINER NUTTER: The hearing will come to order,
please.

Mr. Jones, would you like to proceed with your case?

MR. JONES: Yes.

We have one witness, Mr. D. M. Hankins.

D. M. HANKINS,

called as a witness, having been first duly sworn, was examlned
and testified as follows:

DIRECT EXAMINATION

BY MR. JONES:

®
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Phillips in Southeast New Mexico?

A

Q

A

Q

matter of this application and the gasoline plant operations of
Phillips Petroleum Company as related to the Hobbs, Vacuum-Abo,

and Vacuum-San Andres Pools, Lea County, New Mexico?

A

the Phillips Petroleum Company, is it part of your duty to work
with the operators and producers in the pools to schedule handling

of gas in the gasoline plants?

A

Will you state your name for the record, please.
D. M. Hankins.

By whom are you employed?

Phillips Petroleum Company.

In what capacity?

As District Gas Development Superintendent.

All right, sir.

Are you familiar with the gasoline plant operations of

Yes, sir.
How long have you been familiar with those operations?
Ever since about 1330.

Now, specifically, are you familiar with the subject

Yes, sir.

MR. JONES: Are the witness's qualifications acceptable?
EXAMINER NUTTER: Yes, sir. You may proceed.

(By Mr. Jones) All right, sir.

Mr. Hankins, in the employment you have described with

Yes, sir.

®



DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,

FARMINGTON, N. M,

PHONE 325-1182

PHONE 243.6691

PAGE 42

Q Do you have meetings with the operators?

A Yes, sir.

Q And schedule and work out flow schedules?

A We work with each individual operator. We don't try to
make any kind of schedule. We let the operator take care of his
own producing of the well.

Q All right, sir. You do work with them?

A We work with the operators, yes, slr.

Q That is on the flow into the plant --

A Yes, sir.

Q -- of gas into the plant?

A That's right.

Q Now, are those meetings, have they been held for several
years?
A Yes, for quite a number of years.

Q All right, sir. Despite the cooperation of the operat-~
ors in the field and your efforts to work with them, do you find
that you have peaks of gas production into the plants?

A We do.

Q when do you find those peaks with relation to during the
day, during the week, or during the month?

A More of our peaks come through the first seventeen days
of the month, and then also during daylight hours. A majority of

the time our peaks hit us about, oh, say, nine o‘clock in the

|_morning till four or five in the evening.
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Q All right, sir. So, you have peaks during the day as
distinguished from the night?

A That!s right.

Q Do you have peaks also during the week days as contrasted
with the week ends?

A That's right.

Q You have peaks, as you say, during the first fifteen or
so days of the month as contrasted with the latter half of the
month?

A The first fifteen days of the month they are consider-
ably higher than what we have during the latter part of the month.

Q Those three types of peaks, so to speak, exist despite
your efforts, despite the/gg;ration of the operators in the field?

A That's right.

Q Even under the present situation of 25 per cent daily
tolerance of production and the five days during any proration
period during the month?

A That's right.

Q Now, of the fields involved in this application, Mr.
Hankins, does Phillips Petroleum Company take the gas from the
Hobbs Pools?

A Yes, sir.

Q Into what plant?

A Into the Hobbs plant.

Q All right. What is the capacity of the Hobbs plant?

®
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A It has a capacity of 25, 27 million feet per day.

Q All right. What volume of gas, on an average, are you
processing daily?

A 23.

Q Twenty-three million?

A Yes, sir.

Q That 1s a daily average during the month?

A That's a monthly daily average.

Q Do you have peaks of gas production coming into the
Hobbs plant in excess of the twenty-three million average?

A That's right.

Q That's during the peak period you mentioned earlier in
your testimony?

A That's right.

Q Even under the present operations, do you have peaks
coming into the plant which exceed the plant capacity?

A We do.

Q To that extent, it results in either gathering of gas at
the plant or preventing of wet gas 1n fleld, or the preventing of
resldue; is that correct?

A That's right.

Q All right, sir. Now, do you have figures showing the
volume of gas from the Shell lease which is now being processed inj

the Hobbs plant?

A We processed during the Month of September, approximately
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two million elight hundred thirty-five thousand cubic feet of gas
per day from the Shell leases in the Hobbs area.

Q That's the average over the thirty-day month?

A Yes, sir,

Q All right. Under the proposal which has beén advanced
by Shell, which was to produce flve days out of a seven-day week,
that would result in Shell's production of twenty days during the
month, would it not?

A That's right.

Q All right. Now, using the figures for the present
Shell production, what would be the daily average of Shell gas
under production of only twenty days during the month?

A I estimate approximately four million two hundred thous-
and feet per day.

Q All right. Now, do you have any figures showing the
flaring during the peaks at the Hobbs plant under present condi-
tions?

A Flaring of wet gas during peaks, 1t generally runs from
two to four hundred thousand per day and residue which is flared
out of the plant is approximately two to three hundred thousand
feet per day.

Q The figures you have shown for the Shell production
would be an increase of 50 per cent in dally production on twenty
days out of the month as distinguished from present production

over the thirty-day average?
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A Approximately, yes.

Q Do you have figures comparable on the lLea plant?

A Yes.

EXAMINER NUTTER: Mr. Hankins, the Lea plant Mr.

Sumerwell spoke of as being at Buckeye in the Vacuum Pool.

Q (By Mr. Jones) Of the fields involved in this applica-
tion, which produce gas into the Phillips plant?

A Excuse me. Now, what was that now?

Q Which fields involved in this application of the four
that have been mentioned, produce gas into the Lea plant?

A The San Andres.

Q The Vacuum-San Andres?

A Yes, and the Abo.

Q The Vacuum-Abo?

A Yes, the Vacuum-Abo.

Q What 1s the capacity of the Lea plant?

A Approximately fifty-two million feet per day.

Q What is your average of dally gas processed in the
plant at the present time?

A Approximately fifty million per day.

Q During the peak period of production, do you have gas
coming into the plant which exceeds 1ts capacity?

A Yes.

Q To what extent?

A The wet gas figures are approximately two million feet
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per day, and our residue flare 1s approximately three million fee
per day.

Q All right. Now, what are the figures on Shell's gas
which is processed in the Lea plant now?

A Bagsed on a dally average, it is approximately two million
eight hundred thousand per day.

Q All right. Now, taking the Shell proposal, to produce
five days out of the seven-day week, which would be twenty days
during the month, what would be the dally average production of
Shell gas into the Lea plant?

A Approximately four million two hundred thousand.

Q That would be an increase of fifty per cent?

A Yes.

Q Mr. Hankins, from your knowledge of the operations of
Phillips Petroleum Company Hobbs plant and its Lea plant, do you
know of any reason why, if this application is granted to Shell,
other operators would not be in a similar position to ask for and
receive, likewise, a daily tolerance of 100 per cent instead of
25 per cent?

A I believe if the application 1s approved I feel pretty
sure that all the rest of the operators in the area would ask for
the same condition.

Q All fight. Now, what, in your opinion, would be the

effect of granting the Shell application 1in possible other appli-

cations as far as -- what would be the effect on phe peaks of gas

®



PAGE 48

FARMINGTON, N. M,
PHONE 325-1182

DEARNLEY-MEIER REPORTING SERVICE, Inc.

ALBUQUERQUE, N, M,
PHONE 243.6691

production into the plant?

A The additional volume on peaks would have to be flared.

Q Is it your opinion you would obtain additional volume
on peaks over and beyond what you are now peaking?

A Yes, that's right.

Q From your knowledge of the two Phillips plant with which
we are here concerned, is it your opinion that it is economic and
feasible for Phillips to install additional compressor capaclity
to handle the peak loads which you are now obtaining?

A No, sir.

Q Likewise, would it be economically feasible to install
additional compressor capacities to handle any increased peak
loads which you would get if this application were granted and
if other applications were granted?

A It would not.

Q Mr. Hankins, I believe you are one of those parties
having attended a meeting at which Shell presented its proposal
and outline that has been presented at this hearing?

A Yes.

Q All right. Was any flow schedule or any specific plan
of flowing and producing the gas presented to you at that time?

A No.

Q They offered you their cooperation, which I am sure the*

do give you, but there was no specific plan presented?

A No. They said they'd go ahead and cooperate with us.
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Q All right, sir. Now, if the plan as outlined by Shell,
that is, producing five days out of the seven-day week; 1is it not
a fact that any plan which would prevent an increase in your peak
loads would necessarily involve cooperation, not only by Shell but
by the other operators in the field?

A I think they'd concern everyone producing in the area,
in the whole field.

Q It couldn't be worked out just by the utmost good faith
cooperation between Phillips and Shell?

A I don't believe it could.

Q Now, in the plant operations which you have outlined, do
you occasionally find that you have trouble with trap pressure at
the leases?

A We do, specifically on peak loads. Peak flows have a
tendency to increase trap pressure and flare gas at the separators
in the field.

Q Is fhat because these pressures on the lease line wlll
not get into the Phillips gasoline line?
| A Yes, that's right.

Q All right. Now, if you have an increased load of gas
coming into the Phillips gathering lines by virtue of increased
production of gas at any particular time, 1is 1t your opinion that
this would tend to increase the pressure so that gas from some
leases would not be able to buck the line pressure?

A That's right.
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Q To that extent, would the gas have to be flared at the
lease? .

A That's right.

Q And those leases would not necessarily be Shell leases,
but could very well be and probably could be leases of other
opérators, is that correct?

A That's right.

Q To that extent, those operators couldn't get their gas
into the line at those particular times?

A That's right.

Q Mf. Hankins, from your experience with Phillips gasoline
plant operations, is it your opinion that the granting of this
application and the possible granting of similar applications wdul
lead to the flaring of wet gas at the plant and at the lease to
the preventing of residué gas at the plant?

A It would aggravate 1it, you mean?

Q Yes.

A That's right, it would.

Q To that extent, it would be a waste of gas, would it

not?
A Yes, sir.
MR. JONES: That's all the questions that we have.
EXAMINER NUTTER: Are there any questions of Mr. Hankins|?
EXAMINATION
L _BY MR. SETH:
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Q About how much gas are you Ilaring each month at the
Hobbs plant, wet gas we are speaking of?

A We have been flaring on a daily basis -- I have Just
took figures for the Month of September. The average on wet gas
is approximately two to four hundred thousand feet per day. That'
Just average.

Q That would run throughout the month at about that rate?

A Yes, sir.

Q And the residue gas?

A Approximately two to three hundred thousand feet per
day.

Q How long has this average prevaillied?

A Well, 1t has prevailed for quite sometime.

Q Ten years, something like that?

A No, I wouldn't say that. It varies with the allowable
increase. Also, it varles with your conditions, weather condi-
tions, during the winter months.

Q About how long has it continued, would you say? How
many years?

A I'd say anywhere from three to five years.

Q Has your plant had its present capacity for about that
length of time?

A In the neighborhood of that, yes.

Q Twelve million?

A Yes.
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Q

A

Q

A

Q
capacity?

A

Q

A

Q

A

Q

A
it's Just

Q

A

Q

A

Q

A

L Q  Can you compare those rates to what Warren is flaring

clities with the engine capacity.

you been flaring?

al horsepower to take care of the flaring situation.

prevent the flaring of wet gas?

How long has it been at that capacity?

Well, I Jjust couldn't truthfully say. We change capa-

Would you say four or five years, something like that?

I'd say two to five years.

You change the capacity by changing your compressor

Well, I think we just take the peak of capacity.

(]

what would it take to increase the capacity of the plant
Additional horsepower, setting additional compressors.

Is that the same for your Buckeye plant? How long have

That hasn't been flaring as long as we have at Hobbs.
How much --

With additional drilling on the Abo Reef, in that country,
beginning to show up.

what would it take there to 1lncrease plant capacity?

Well, at the present time El Paso is installing additiont
Your flaring, does that additional capacity, will that
Yes.

You are flaring about two million feet a day, wet gas?

Yes, sir, and approximately three miliion of residue.
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at thelr gasoline plant?

A

Q

Q

percentage-wise, or cublc feet?

A Anywhere from twenty to thirty-five, forty per cent.

Q That's principally from night to day?

A Yes, sir.

Q How about monthly fluctuation? What magnitudes are
those?

A I'1ll guess on that; probably twenty-five per cent.

Q You testified you had a peak during the first few days?

A That's right.

Q That fluctuation is smaller in magnitude than your daily
fluctuation?

A wait. I didn't understand the question.

Q Is it your testimony that the extent of your monthly

fluctuation in percentages is less or greater than your daily

No, sir.

At their Monument plant?

No, s8ir.

Do you know the capaclity of the Monument plant?
No, sir.

Do you know where it 1is?

Yes.

Do you know anything about it at all?

No, sir.

What 1s your dailly fluctuation into your Hobbs plant
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fluctuation?

A Well, daily fluctuation would be larger, I think.

Q wWhat have you done to reduce your monthly fluctuation?

A Well, we've tried to contact the producers in the field
and work out some kind of schedule for the operators to work their
own flowing schedule out themselves.

Q Have you worked out any schedule with them?

A We don't work out the schedule. We let the operator
work their own schedule out.

Q Well, what have you done to bring this about?

A We have worked with them and showed them figures and
charts on flowing, how they produce in the plant, things like
that.

Q Has Shell cooperated in this effort?

A Yes, sir.
Q Have all the other operators?
A Well, you know, operators cooperate as best they can,

but they can only go so far.

Q Now, how about fluctuation in your line pressure. How
much do they -- what percentage are you talking about there?

A In towns?

Q Yes.

A That probably fluctuates anywhere from five to fifteen,

twenty pounds.

Q Oout of how much? What are your line pressures?
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A About five pounds.

Q You testified‘that, in your opinion, there would be some
lease flaring that would result if this application were granted,
by reason of a build-up of line pressure; is that correct?

A That's right.

Q wWhere would this occur? Can you give us an example?

A On your laterals.

"~

Q Any particular place in the field where this would occur

A No, it would have to be worked out.

Q Has it ever occurred?

A On peak flows, yes.

Q Where has it occurred in the field?

A In the north end.

Q Can you give us any particular lease?

A No, I can't, but we know when we look at the chart we
can tell that the pressure comes up during the day.

Q Do you know whether there's been any actual flaring up
in that part of the field?

A Personally, I don't know.

Q You can't testify, then, there would be some resulting
from approval of this application?

A From personal experience I think we could.

Q You don't know from your own experience it's ever occur-

red, do you?

A I haven't been on the lease myself, no.
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Q Don't you believe there would be some conservation
galined by permitting this type of operation?

A I wouldn't know from a production standpoint.

Q Would you know if the cost of operation 1s reduced on
any field that the economic life of the field is extended? Isn't
that going to come about?

A Well, I wouldn't know that.

Q Does Phllllps have some production in any of these
fields?

A No, they have it in the Vacuum Pool.

Q Do you think it would be to their advantage to extend
the productive l1life of the Vacuum Pool?

A I think it's up to the production management to do that.

Q In your opinion, as an ordinary businessman, isn't that
reasonable?

A Well, I think so, but I don't know any details or facts
of this case.

Q Do you have any plans for expansion of the Buckeye or
Hobbs planté?

A No, sir, unless -- with the exception of gathering the
gas up there at the present time.

Q Have you had any new customers within the last two years
say?

A Specifically what do you mean?

Q The Hobbs gasoline plant.
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A Oh, possibly two or three leases, I imagine.

Q. How much gas?

A Oh, I wouldn't know,

Q Can you give us an approximate figure?

A Approximately two or three hundred thousand feet, I
imagine.

Q Do you have a pressure valve on your wet gas flare at
the plant?

A A back pressure valve?

Q Yes,

A Yes, five to seven pounds.

Q You testified at some length about the trouble 1t would
take in scheduling the gas into the plant. Don't you belleve some
trouble is worthwhile 1f some conservation can be brought about
by 1it?

A I think so, if, providing all the operators would co-
operate.

Q Well, donit you, from your experience, don't you think
all the operators do cooperate?

A They do a pretty good job, but they still could go a
long way.

Q Have you been unsuccessful in your attempts to do any

scheduling at all? Is that what you are testifying to?

A No, we have done pretty good.
Q Don't you expect to do the same? Is there anything
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that's going to change that?

A Except -- the only thing I could do -- when he starts
producing these leases at the high rate in the plants already
loaded, we are going to flare.

Q When that happens, the allowable should go up five bar-
rels a month?

A Well, if we can justify it we'll need additional horse-
power.

Q You have experienced fluctuation in the allowables,
haven't you, since you have been down there?

A Yes, sir, we have.

Q Isn't that the reason those fluctuations are a much
bigger problem than this 1s?

A I don't think so, if we can Justify it.

Q Could you work out your scheduling -- when you have a
bigger increase in allowable, doesn't it increase your --

A Well, in the Hobbs field we haven't had too much of an
increase in drilling activity up there. You know, that is a pretty
old field.

Q I am talking about allowables now. You actually testi-
fied that at these meetings that Shell had not proposed any defin-
ite plans of scheduling, is that right?

A Well, the meeting we attended, they didn't.

Q Did you present any definite plan?

A No, sir.
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Q Why didn't you present one?

A We did not think it necessary.

Q why not?

A We came to observe what program he was going to present
to the Commlssion.

Q Is that why you came to that meeting, and that was the
only reason?

A Well, of course, naturally, we work with Phillips Pe-
troleum, and we were interested in anything pertaining to the
service and processing of the plant.

Q Don't you think you could propose a definite program
that would take care of this plan? Why did you put the burden on
the operator?

A Well, I think it's going to take additional manpower,
additional labor at the plant.

Q what are you talking about?

A Phillips Petroleum Company and also for the other operat
ors.

Q You are talking about there may be some trouble, it may
take some more labor until you get the program settled down again,
is that correct?

A Well, I don't know about the program settling down.
There 1s always lots of things that come up, pipeline proration,

plipline connectilons.

Q That always has been. That's not going to change that,
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is it, Mr. Hankins?

A Well, I think it would.

Q On your figures, you figured your average there of the
Shell contribution of gas to the Hobbs plant. At present, your
average 1is over a thirty-day month?

A Yes.

Q Do they actually deliver gas over a thirty-day period
now?

A I haven't seen other charts.

Q You don't know?

A I wouldn't know.

Q Why do you have an average over a thirty-day period?

A Well, that's the figures we used on any plant operation.

Q You are just assuming they do it. It may not be the
case, right?

A That's right.

Well, you know, you have a lease out there and a meter
that registers, that goes through there, and we usually figure
the total volume from the month and come out with the figures.
Now, where it produces every day for the month, I don't know. But
we have charts to go back and look at.

Q I was speaking of what you testified to a minute ago.
Your figures that you were using were on a thirty-day period?

A Yes.

Q You ordinarily do that?
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A That's right.
Q If it's not produced for the thirty-day period, why
these flgures would have to be adjusted, 1s that right?
A That's right.
MR. SETH: May I have Jjust a minute?
EXAMINER NUTTER: Yes, sir.
MR, SETH: I think that's all on the cross examination.
EXAMINER NUTTER: Are there any further questions of

Mr. Hankins?

EXAMINATION

BY MR. JONES:

Q Mr. Hankins, it has been asked why you put the burden
on the operator to work out their flow schedules, and, in effect,
why you didn't do it for them.

Now, isn't it a fact that's the way gasoline plant busi-
ness 1s run, not only by Phillips but other operators, that the
operators themselves figure out their flow schedules, and they
want to run their leases like they want to? 1Isn't that the truth
of the matter?

A That's right.

Q And these gasoline plant operators don't purport to tell
its producers when they can run gas and when they can't run gas?

A we don't think it's necessary to tell the operator when
to produce and how to produce the lease. All we try to do 1s to

have an even flow over the thirty-day period.
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Q That Jjust isn't done?
A No, sir.
Q It would be likely that producers would resent 1t that
you'd be trying to run thelr leases for them?
A I think it would, yes.
MR. JONES: That's all.
EXAMINATION

BY EXAMINER NUTTER:

Q Mr. Hankins, you stated this would amount to about 50
per cent increase in the Shell gas into the plant. Were you tak-
ing into consideration the fact that some of these wells wouldn't
be producing on these two days that they wouldn't have a pumper
avallable?

A No, sir, I did not figure that.

Q You are assuming that all of the wells would be produc-
ing five days and all shut in for two days?

A That's right.

Q Now, the Hobbs plant flares two to three hundred thousanf
feet of residue gas per day. Whose responsibility is this, the
fact that this residue gas 1ls flared; 1s 1t the responsibility of
the pipeline that they couldn't have the capacity to handle the
gas?

A Well, I don't know. Let's go back to this. If the gas

comes in, we process 1t through the plant, and what we are unable

to handle, why, that has to flare. If we have a peak more than
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the pipeline can handle, they also have to flare that peak.

Q That's the residue going through the gasoline plant, and
then stripped of liquids and available to the gas transportion
lines to take away if they can handle it?

A That's right. When you hit those peaks, there's nothiné
you can do about it.

Q who 1s the gas purchaser of the gas residue at the Hobbﬂ
plant?

A El Paso.

Q Do you know if they have plans underway to increase theijr
horsepower or compressor capacity?

A No, I don't.

Q This two hundred to four hundred thousand feet of wet
gas which you average during the peaks, this 1s gas that's above
and beyond the capacity of the plant, itself, to handle?

A That's right.

Q And in addition there is some gas being pumped out of
separators in the field?

A No, I didn't say that. I Just said if you increase the
volume that you have in addition to what we already have coming
in, we estimate gas would flare in the fileld.

Q I see. Out at the Lea plant?

A You have two million feet per day of wet gas.

Q That'!s flared during the peak, 1is that correct?

A Yes.
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Q This is due primarily to the recent development in the
Abo, there?

A Yes, sir.

Q Do you contemplate any increase in the capacity in that
plant?

A We estimate that this residue and wet gas would be prob-
ably taken care of by the fifteenth of next month. E1l Paso is
installing additional horsepower.

Q Is that going to increase your wet gas flare?

A Yes. El Paso will also pump some additional gas on the
wet side.

Q They will buy some gas prior to that time?

A They will handle some of the wet gas that's being flared
now.

Q You've got an average of five million feet of wet and
dry gas both at the same plant?

A Yes.

Q Do you contemplate any changes or additional capacity
in the Philllips plant at Buckeye?

A Not at the present time.

Q But El1 Paso is installing additional facllities?

A Yes.

EXAMINER NUTTER: Are there any further questions of

Mr. Hankins?

If not, he may be excused.
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(Witness excused.)

EXAMINER NUTTER: Are there any further statements in
this case?

MR. SETH: We will recall Mr. Sumerwell.

R. L. SUMERWELL,
having been previously duly sworn, was recalled and testified
further as follows:
EXAMINATION

BY MR, SETH:

Q Mr. Sumerwell, do you have some figures which show the
percentage increase of the total Hobbs plant intake that wlll re-
sult if Shell were granted this application?

A Yes, sir. According to the figures we have -- these do
differ somewhat with those of Mr. Hankins ~-- but taking the data
we presented to the Commission, granting this application would
increase Shell gas output approximately 18 per cent per day or
increase the peaks on the Hobbs plant approximately 1.8 per cent.

Now, Jjust doing some'rough figuring, increasing the
allowable from 34 to 35, it figures approximately 2.8 per cent
increase in plant intake, so this seems, in one sense, quite small
for an increase in gas rates.

Q Now, do you have similar figures on the other plants?

A Yes, sir. In the Monument, producing at the rate, again

that we presented on the graphs, this would effect approximately

26 per cent increase in Shell's gas rates, or approximately .5 pen
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cent increase in the lLea plant intake. That's a per-day increase.

Q. Mr. Hankins testified to a thirty-day average period.

Do your exhlbits show that you delivered gas for each day of each
month, ordinarily?

A Yes. However, I should point out that these exhibits
are ideal graphs and that this 1s how we would normally produce
the well, the top allowable wells would be produced at approxi-
mately 125 per cent of the unit allowables to the 25th or 26th
day of the month, and marginal wells would run continuously all
month.

Q Now, you testified to the big peaks during the first
fifteen or seventeen days of the month.

Do you believe that this program you propose would tend
to levél out that peak?

A I think it would. 1In fact, I don't.see how we could
help but to level this out, and in my mind, it only gets more
attractive to the gas plant as other operators might do this
through proper scheduling of the days off. It would help level
out the plant intake, but should other operators, major operators,
do the same thing, I think the scheduling of the days off would
level out the intake.

Q Do you believe other operators would be as cooperative
as Shell?

A I shouldn't think so.
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EXAMINATION

BY EXAMINER NUTTER:

Al Mr. Sumerwell, what per cent increase in Shell's gas did
you say one barrel increase in the normal unit allowable would
result, as far as the Hobbs plant is concerned?

A 2.8, I believe. That's not Shell gas; that's overall
plant intake.

Q That's plant gas?

A Yes.

Q Do you make a normal allocation for the Lea plant?

A No.

Q Have you had any calculations as to the increase in Shell

gas, or the 1ncrease'in plant peak that would result in the wWarren
plant in the Monument?
A No, sir. Just these two.
EXAMINER NUTTER: Are there any further questions of Mr.
Sumerwell?
EXAMINATION

BY MR. JONES:

Q Mr. Sumerwell, you stated that the production on five
out of seven days during the week would tend to level out the peakT.
That would only be true if you produced your wells twenty-four
hours a day during those five days.

A I am speaking of monthly. I should have said that. I

don't know what effect it will have on dally peaks.
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Q It could only possibly affect the monthly peaks, then?

A Yes.

Q And not the daily peaks because more gas is produced,
it seems, during week days than on week ends. It would have no
effect on that?

A It could have.

Q And only if two of the five days were Saturday and
Sunday ?

A That's a plant problenm.

Q Is 1t your proposal that, of the five days that Shell
will produce, that two of them will be Saturday and Sunday?

A I'm not authorized to say that. I am authorized to say
that Shell will cooperate with the gas boys if they have a problem
in peak 1loads.

Q You found that the plants were willing to cooperate, have
you not? These are matters that Jjust happened in spite of alil
good faith by both parties, isn't 1it?

A I think so, yes.

Q Now, Mr. Sumerwell, you have testified that of the three
fields with which Phillips 1is concerned, and you understand, of
course, Phillips 1s not concerned with the Monument because 1t
doesn't take the gas there -- of the three fields, why the saving
in supervision will be the fact you will no longer need the relief

pumper on Saturday and Sunday in those three fields. 1Is that true?

A That's correct.

®
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Q Is the same pumper now performing relief pumping in all
three fields?

A No.

Q You have three different relief pumpers?

A Yes.

Q All right. Now, how was the figure of 60,000 barrels
additional recovery computed?

A It was computed by assuming that the cost would be re-
duced by approximately $11,000 per year on a 10 per cent decline
on all these four fields.

Q That is the total on all four fields?

A That is correct. It is an estimate.

Q Do you have any breakdown as to the additional recovery
among the four fields as distinguished from the total of 60,000
barrels?

A I'm sorry.

Q Do you have the figures for each of the four fields?

A No, I don't, not broken down separately.

Q Now, the 60,000 barrel savings, you will not have the
pumper pumping on Saturday and Sunday, 1is that correct?

A Yes, so that would be a minimum saving. We anticipate
possible other savings.

MR, JONES: 1 belleve that's all.

EXAMINATION

BY EXAMINER NUTTER:

®
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Q Mr. Sumerwell, in the event this application were grant-
ed, and in the event that other operators seek and should receive
approval for the same type of scheduling of production, would Shelfl
be willing to cooperate with such other operators to work out thesk
days off that the pumpers would have?

A Yes, to the fullest.

Q Even to the extent of possibly changing the days off
from Tuesday and Wednesday to Thursday and Friday?

A Yes, we are not after any two days.

EXAMINER NUTTER: Are there any further questions of the
wiltness?

The witness may be excused.

(Witness excused.)

MR. SETH: That's all.

MR, CARNEY: I am B. R. Carney, representing wWarren
Petroleum. I have been asked to make a statement on behalf of
Warren, which operates a gas processing plant in the Monument Field,
and also in the Eunice and San Andres.

Now, we are opposed to this application. We regret to
have to come here, but in fairness to ourselves and in falrness to
the other gas suppliers, we feel we should state our opposition.

I don't want to close my statement here without giving some reasonsg.
I think I can best give these reasons by describing very briefly

in a general way, some of our operatlions.

In our Monument plant we have a normal capacity of

®
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ninety-five to a hundred million feet of gas. We are running now
on an average of on‘the order of ninety million a day. With that
margin of capacity, we just get by without any flaring. It gives
us a capaclty over and above our average loads.

At Bunice, we have a capacity of about sixty-five million
and 1t is so nearly fully loaded that we do, on peak periods, have
some little flaring. The amount I am not prepared to say, but
some of it does get away in Eunice. |

Now, we can't or shouldn't presume to Jjudge what this
Commission might do about other applications similar to those pre-
sented by Shell. We have to téke into account the possibility, per-
haps I should say probability, that the Commission would give
similar treatment to persons similarly situated, in which case we
feel we would have relatively large peaks of gas during the five
operating days and would have about four periods in the month
coinciding with week ends when our plant would be loaded to a
fraction of capacity, resulting in wasting of gas during the peaks
and wastage of gas during the low days.

At the same time, it wouldn't be economical for us to
install additional facilities to try to catch those peaks.

Also, we'd have problems with our customers who are ob-
ligated to take a certain specified amount of gas and who expect
to take that, day in and day out through the month.

In short, our apprehension in this matter is a good deal

the same as the apprehension touched upon by Shell in thelr letter

®
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which Mr. Sumerwell read this morning. The Shell people said
that their ability to continue to take the oil, and so on, would
tend, might be affected by what other operators did beside Shell.
We are apprehensive for the same reason.

That's a brief outline of the reasons why we feel it
would lead to waste of gas, waste of capacity on off-peak days.

EXAMINER NUTTER: Thank you.

Is there anything further?

MR. RAINEY: D. H. Rainey, El Paso Nafural Gas. With
reference to Case No. 2406, E1 Paso would like to make a comment
or two. |

The wells involved in this case do not deliver gas to
El Paso's plants, therefore El Paso is not actively participating.
However, El Paso will oppose extending the proposed exception to
Rule 502 (1) to wells delivering gas to El Paso plants unless the
facts clearly establish that the exception would not result in
waste due to severe fluctuations in the volumes of casinghead gas
delivered to the plants.

EXAMINER NUTTER: You are not actively opposed to grant-
ing the application?

MR. RAINEY: We are neither for nor against this partic-
ular application, but we are serving notice we will actively op-
pose any similar application in regards to the El Paso plants.

EXAMINER NUTTER: Are there any further statements to

be made in this case?
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MR. KELLAHIN: Jason Kellahln, appearing for Amerada
Corporation. Amerada 1s in support of Shel;'s application in
Case No. 2406.

The proposal would possibly have some effect on the gasot
line plant operations as brought out in testimony, but it does not
appear to us that the difficulties resulting would be insurmount-
able, as has been shown. The effects on gasoline plant operation
would be no greater than that resulting from a change in the
allowable, should we be so fortunate to get one at some future
date in other areas where the allowable 1s assigned on the basis
of production.

The gas lines should be able to cope with the situation,
Difficulties entalled here are, in our opinion, more than offset
by the operating economics that would be affected, and the flexi-
bility of operation that would be achieved.

For that reason, Amerada is in support of the applicatioJ

MR. BLACK: C. R. Black, with Texaco, Inc. Texaco goes
along with the other operators also vitally interested in any
operational procedure that would result in providing for more ef-
ficient, economic operation.

Texaco belleves that the problems between operators in
the gasoline plants concerning peak production can be resolved
reasonably, and Texaco does wish to concur with Shell 0il Company

in this application.

EXAMINER NUTTER: Thank you.

®
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MR. MORRIS: If the Examiner please, the Commission is
in receipt of a telegram from George W. Sellinger of Skelly 0il
Company.

"Reference Case No. 2406. We oppose the granting of
exception to Shell Rule 502-1, Lea County, New Mexico, to increas#
from 25 per cent to 100 per cent daily production tolerance in
certain fields in Lea County, New Mexico. Skelly 0il Company
operates wells in these fields and as producer, is opposed to
changing the existing rule as being unnecessary and leading to
confusion. Skelly 0il Company, as operator of gasoline plants,
also opposses application since it will cause maximum volume of
gas at shorter period of time to make existing facilities in-
capable of handling such temporary large amounts."

That is signed by George W. Sellinger of Skelly 0il
Company .

EXAMINER NUTTER: Is there anything further?

MR. JONES: Mr. Examliner, we go along with Warren and
find ourselves in the position of reluctantly opposing anything
which will lead or could lead to more economic or more efficlent
operation of the plant. i

However, we think the difficulties presented to the gast
oline plants will certainly become aggravated. The testimony has
brought out that, in spite of good faith cooperation on both the

part of the plant operator and the part of the producers under

the present rule, serious difficulties are encountered by three
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peaks, day as versus night, week days versus week ends, and the
first of the month‘as against the last of the month.

Mr. Examiner, we see no difficulty and no difficulty ha+
been pointed out in the evidence between these fields involved and
any other fields in Southeast New Mexico. fThere is no difference
between the Shell leases 1n these four fields and the leases of
other operators in the four fields. 1In other words, the effect of
granting the application would be a total abrogation of rule
502, section 1, providing for the 25 per cent tolerance, because
anybody with a top allowable can show some increase in efficiency
or some savings. In this case, we believe the saving of two days
of relief pumpers' time in four fields, three of which Phillips
are interested in, is certainly a minimal saving as compared to
the waste of gas which will undoubtedly result; and all of the
testimony indicates that there would be serious peaks which would
aggravate the present peaks, and that all of the efforts by
operators and of the plants and of producers of the leases acting
together have not been able to eliminate.

We think the saving, although it could be accomplished
without waste, 1s not justified in this case. There is no dif-
ference here than in any other field that might be presented, and
Shell fields are in no different position than any other operator,
and we ask that the application be denied.

EXAMINER NUTTER: Is there anything further?

If not, the case will be taken under advisement.

&
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