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MR. NUTTER: Call Case 5154.

MR. CARR: Case 5154. In the matter of hearing
celled by the Oil Conservation Commission on its own motion,
at ths recommendation of the Commission's "Pictured Cliffs
Gas Proration Committee,’ to consider the amendment of Com-
mission Order No. R-1670 for the purpose of elimination of g
arorationing in the Aztec-Pictured Cliffs, Ballard-Pictured
Cliffs, Fulcher Kutz-Pictured Cliffs, and West Kutz-Pictured
Cliifs Gas Pools in San Juan, Rio Arriba and Sandoval Countid
dew lexico.

mR. NUTTER: Call for avnpearances.

kR. LEZRRYB&RRY: Fr. Examiner, I'm Tom Dsrryberry,
atteorney for the Commission and I have two witnesses to be

SWorn.

BHERY ARNOLD
called as & witness, having been first duly swoern, was
exanin.d ahd testified as follows:
DIRCT <XAMINATION

BY kR. DeRRYBZIRRV:

@ Fr. Arnold, will you give your full name for the
Lxaminer?
A mmery Arnold.
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CASE 5154

AHKCLL-DIRsSCT Page . .. b
] And what is your wnositiont
A L'm District Supervisor of Commission's District 3

W Is one of the duties of your position to partici-
cave 1n the administration of prorasioning in your district?

A Yes, it is.

G Are you familiar with the Pictured Cliffs Fields
which are listed in this docket?

A Yes, I am.

o) Are you familiar with the study cormittes referred
to in the docket?

A Yes.

G Could you give -- describe briefly the cormittee
and the events leading to the arpointnent of tha  comnmittee?

A All right. By memorandun dated Noverber Lith, 1G7]
r. A. L. Porter, Junior, Secretary-Director of the Commilssig
apnointed an industry conmittee to study and naturalize nro-
retioning and nroduction in the prorated PicturedCliffs Gas
Pools in the San Juan Basin and to determine whether or not
1t woulcd be possible to eliminate proration in the prorated

ietured Cliffs Pools.

ct

It was stated in this memorandauix that

vias censidering holding a Hearing in January, 1974, to consid
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CASE 5154

ARNCLL-DIRLCT Page. .. 5> .

elimninating vrorationing Ifor nmember companies serving on

(M

the comnittee were Thoras A. Dugan, a»npointed as Chairman of

4]

1 Psso Natural Gas Company, Southern Unicon Gas Company,
Southern Union Production Company, Anaco FProduction Company,
Tenneco Uil Cowpany, Aztec 01l and Gas Coumany, rlesa Petro-
lewn Company and Dave Thomas, Continental Uil Company,
Consolidated 0il and Gas Company and Northwest Production

.

Corporation, and, also, HNorthwest Pipeline Corwncration was

this commlttee.

‘he comniittee was instructed to file a final repor
with the Commission not later than January the 7th, 1974, so
the Hearing could be set for January the 30th, if possible.

Two committee meetings were held, one on Novenber
26:h and one on December 12th, 1973. The committee discusse
all aspeccts of production and prorationing of these pools

anc a ~oll was taken of the coumittee and there were certain

nartizs who objected to the eliwination of wrorationing in

-3

the Tavocita-Pictured Cliffs and in the South Blanco-Picture

Cliffs Pool, for the reason they were unequal v»niveline

nressures between the increasing pipelines in those vnools
and taey thought that eliminating prorationing wight possibl
result in non-readable tape.

171

ne conmittees did reach unanisous in motion to

—1

k
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CASE 5154

reconiend to the Commissicn that proration be eliminated in

,Ballard, Fulcher Kutz, West Kutz-Pictured Cliffs

*
oy
D
o
N
ct
¢}
@]

W

Pools. This recommendation was forwarded to Mr. Porter by

Mr. Tom Dugan, Chairman of the Committes. As a result of

o

ndation this Hearing was called. @r. Dugan will

thav recomr

[¢]

presant testimony for the committee in gypport of this
Application.
Q All rignt. Do you have anything to add at his

time to your testiiony?

A I don't believe so at this time.
W I would like to clear un one thing. Were you a

m

A Yes. I neglected to mention that. I was appoint

a Commnission representative on the committee.

MR. DsRRYBLRRY : ‘All right. 1 would like to recall
Fir. Arnold at a later time after I call kr. Thomas Dugan.

FMR. NUTTER: As I understand it, Mr. Arnold, the
coxilittee was charged with investigation of six nools for
nossivle elirmination of vrorationing?

THE WITNESS: That's right.

FR. NUTTER: But the Comittee's recormmendation

was only for these four, which is the subject of the Hearing

O
O
[\
Ca
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DUGAN-DIRECT

THE WITKESS: That's correct.

EU,
E
=
3
e
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==
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ct

here any questions of Ir. Arnold?
You iay be excused, subject to recall.
(Witness excused.)
THOMAS A. DUGANW
called as a witness, having been previously sworn, was
exar.ined and testified as follows:
DIRLCT EXAMINATION

BY . DoRRYBEZRRY:

Q tir. Dugan, could you state your name and position?
A Thomas A. Dugan, independent producer, Farmington,

New Ilexico.
o Have you »participated in the study coumittee to

study the pools listed in the docket?

A Yes, 1 have, as Chairuan of the coumittee.
G As rart of your role, did you study production

Tigures of the wells in the subject pools?
A Yes, I have.

MR. DURRYBERRY: kr. Examiner, since the data is
all statistical, I don't believe that it is necessary to
qualiiy Mr. Dugan as an exnert.

MR. NUTTER: @Mr. Dugan is an expert. He has been

qualified as an expert on previous occasions before the
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CASE 5154

DUGAL-DIRACT Page. &

HR. DeRRYBSRRY:  Okay. Thank you.
BY liR. DzRRYBLREY:

Q Can you briefly describe the study coumittee and
its functions in its role in coming un with the recommenda-
tions?

A Yes. The committee looked at all six of the pro-
ratec Pictured Cliffs Pools in the San Juan Basin and
precered an Exhibit showing the number of wells in the pools
and their rate of »roduction. There are -- this is a copy

-

of this Exhibit. We would like to submit two Exhibits, one

showing the number of wells and their rate of production

2

froin prorated pools and one showing numnber of wells and rate
of »roduction {rom unprorated Pictured CLiffs Pools in San

Juan Basin.

& All right. Yow prorated totals would be in Exhibil

"A' and the non-prorated would be in Exhibit "BY, is that
correct? |
(Whereupon, Coumission's Exhibi
"A" and "B werc narzed for
identification.)
A That is correct. “hat would be four pools that th
commltitee has recoumended to discontinue prorationing and
there are 1,404 wells. This is 18.8 nercent cf the total
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CASE 5154

DUGAN-DIRECT Page .. . ... Qo

nuwsiber of gas wells in the New lMexico portion of the San

(€3

Juan Basin. However, these -- the 1€.8& percent of the wells
only wroduce 5.4 wnercent of the gas. The average monthly
aroduction fron all of the wells iﬁ the four pools average
2.3 xillion cubic feet ver month. So, the production rate i
well balow 100 mcf ner day from all of the wells. There are
only 2¢ wells in the four pools that wnroduce more than 10
nilifon mef rer uonth and only 278 wells out of the total
nuder of wells in the four pocls that produce more than 10C
wicf wer month.

1t was the committee's belief that because of the
low =roductivity of the wells in these four nools, that it wd
uneconomical and unjustified to prorate these four pools.
“he cost to the Commission is something in cxcess of $110 a
month, just to »rint and rail the ororation schedule on thesd
four wools, that's the anproximate cost that would be elimi-

ating the four nools from the prorationing

& Is it your opinion that the low producing cavabili-
ties of the great majority of wells in this pool would, for 4

wntents and zurnoses, eliminate the problem of drainage which

[E%]

is nos counteracted by counter drainage

A Yes, 1t is my belief that taking off the prorationi

{
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LUGAL -DIRECT Page..... 10

would not violate the correlative rights in any way.

@ Also the low »nroduction figures indicate that the
vroducing canabillities of the wells in subject nool are
slognificantly velow market denand for gas frow that -- from

those pools?

A Yes, that's corresct.
" The main problem would be overcouing nipeline
pressure more than anything else?

A There is a rroblem that would be rateable take, by

in these Tour nools it was this committee’s belief that that]

1

would be a iinor problen.

< Due to the low vroducing capabilities?
A The low productivity of the wells and in these foul

wells the vpurchasing pipeline comnanics' line rressures are

relatively the sawe. They vary to some small extent one way
the other, but i1t was the beliel of the coumittee that it
was ncot significant fact.

Q You've already statad that the comiittee's recon-

nendavlons are that prorationing be discontinued in the subjg

Zour »nools. Taking such a recommendation

O]

vou recoimlend that such de-prorating would becone effective?

]

i At the end of the current prorationing n»eriod, whith

~ e

is b b, April the lst, '7h.
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CASE 5154

DUCGAN-DIRaCT Page......... .. 11
CROSS
9} All right. Thank you very nuch.

FR. DeRRYBuRRY: I have no further questions of
this witness.
CROSS EXAMINATION

BY nit. WUTTER:

-

&  Mr. Dugan, on Exhibit "A", you got a total of
2,952 prorated Pictured Cliffs Wells?

A Tes, sir.

™ liow, that is in the six pools. How wmany are in

the four pools you are going to de-prorate?”

A it this point there we have 1,404 wells in the four
cools.

Q The average wonthly production for those 1,464
wells was 2.3 million a day?

A That was the average nonthly production at drilling

1972, ves, sir.

Q For those wells in those four vcols¥
A That was 2.3 nillion per month.
Q Per month, for the wells in those four rcols?

A Yes, sir.
MR. ARNCLD: = oxcuse we. Did you mean 1972 or 19731
THE WITHESS: [No, the 2.3 is an average of 1972.
MR. NUTTER: How long is prorationing been in effegt
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in vhese rools, lr. Dugan?

A Since 1955, I believe.

G Has the proaucing characteristics of the nools
changed since that time or why was prorationing necessary
thon znd not now?

A In 1956 the average nroducing carvacity of the

Picoured CLliffs Viells was about 3.3 million »er wonth. How-

ever, at that tine, the four pools were producing 13.4 vercdnt

of tre total gas production in the San Juan Basin. A%t the

¢, the average oroduction of the wells 1s annrox-

2.2 willion per month, but they ars only »roducing
S.h rercent of the Lotal production from San Juan Basin. Sd
the ebility of these wells to produce has declined, while
the total =roduct: N m the San Juan Basi Nas ansroxinm
Gl ‘«)OUL,{—-— _‘A/.L u\,LU.\,u.LOIl .LI‘O“. L 14 Oal; h&l’l d.u_..l'l ﬂao d:.‘i/fOJ‘xlexate

e

doubled and the demand for gas is wmuch more at the wresent
vitie than It was in 1955 and '56 when prorationing started.

Q In other words, at that time they revresented a
much nore significant vortion of the total market demand in
the basin?

A Yes, sir.

] Than they do today?

A Yes, approximately 13.4 nercent down to 5.4 percen
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CASE 5154

DUGALI-CROSS 13

at the »present tinme.
KR. NUTTER: Are there further questions of Ir.
Dugan? You may be excused.

(Witness excused.)
FR. DeRaYB=RRY: I would like to recall Xr. Arnold)

BUERY ARNOLD

recalied as a witness, having been previously sworn, was
exai.ined and testified as follows:

DIRsCT wXAMINATION
BY IR. DARRYBARRY:
G ir. Arnold, have you previously testified before the
Coanission and had your qualifications iiade a matter of
recora?
A Yes, I have.

MR, DERRYBSRRY: Are the witness!' qualifications

MR. NWUTTER: Yes, they are.

BY LiR. DERRYBLRRY :

Q Briefly, I would like to ask you,as a registered
netrolews geologist and as district supervisor of the 0il
Conservation Commission, if you recommend that the committee's
rec niendation be adopted by the 0il Conservation Commission
and that an Order issued, as recoumended by that body, and give

vour reagsons for it?
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CASE 515

ARNOLD-DIRACT Page......... ... lL[, ___________

A Yes. 1 prepared a statement which I will read,
which on behalf of the Commission's staff, I think reflects

she najority of opinion at least.

£
©
o
&y
pde
o]
i

) "1 participated on Pictured CLliffs pro-
rationing coumittee as & Comiission renresentative. From thé
sroduction analysis which was made, it became apparent that
average producing capacities of a large vercentage of the
wells n the four pools under consideration are relatively
low.

Prorationing in these pools does result in the curd
tallient of vroduction frow wells capable of wroducing less
than 100 mcf per day. It does not seem plausable in the facsd
of the energy crisis and unlinited gas deiands to prorate
such wells unless 1t can be clearly demonstrated that such
proravion is neecded to accomplish regular takes between welld
“n the pool. It would be possible, of course, for a non-
regular take to occur in these small capacity pools and I
would recomtend that the Coumission and industry should

observe future nroduction of these pools closely to insure

@

chat the reroval of prorationing is not resulted in unfair
nractice or non-rateable talte. If this does prove to be the
case, a Hearing can be called to reconsider the needs for

nrorationing.
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ARNCLD-DIRZSCT Page........ .. 15

t

On behslf of the Commission's staff, I recommend
that the Apvlication be approved and that the vprorationing
be eliminated effective A»ril 1lst, 1974, frow the Aztec,
Ballard, Fulcher Kutz and West Kutz-Pictured Cliffs Pools.”
(End of Reading.)

Q with the proviso that the production of the wells

in these productive pools be examined to malke sure that

non-rating take does not occur in the future?

(R, DsRRYB.RRY: I have no further questions of

MR. NUTTER: Any further questions of lir. Arnold?

You may be excussd.
(Witness excused.)

MR. NUITER: Do you have anything further, kr.
Derryoerry?

LR. DsRRYBERRY: No.
KR. NUTTER: You want to offer vour Exhibits?

M. DeRRYBERRY: I would like to tender Commission
;'*szlibi'i;s“"A’i and ‘B’ into the record.

FR. HUTTER: Commission's bxhibits "A" and “B©
will be admitted in evidence. Does anvone have anything fur
ther they wish to offer in Case 51547
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(Whereunon, Commission's Exhibifts

Ac al’ld ‘LB: were admitted

evidence.)

FR. MANNING: E. R. lkanning, &l Paso Natural Gas

Company and &l Paso Hatural Gas has a vipeline in these four

Pictured Cliffs Pools and as a npurchaser of gas or as a

sroducer of gas from these vools has no objection to removall

of vrorationing in any or all of these vpools. Thank you

iR, NUTTER: Thank vou, Mr. FHanning. Anvy further
3 g

IiR. FcCRARY: DBob McCrary, Southern Union Gas

ER. WUTTER: Will you come forward, please. Ve

tinle hearing you.
HR. kcCRARY: Southern Union Gas is the purcha
in all four of these Pictured Cliffs Pools and the other

Pictured Cliffs Pools does not oppose the eliwinatiocn of

(6}

wroratlioning of these four or the other two.
MR. WNUTTER: Thank you, Hr. icCrary.

Mr., Porter?

LR

Any further statenents

HR. PORTZR: I understand the 0il Conservation

Comaission, at least during wmy tenure here as Director, has

called uoon the industry, working with the Coumission's
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ana that was the occaslon, of course, for the aprointment
of this comnittee. I just want to say that I certainly
asoreciate the response of the industry people, their usuul
cooreration in this matter. ‘They had two very »rcductive
reetings and wy speclal appreciation goes to lir. Lugan, whe
acted as chalirman and Mr. Arnold, who has joined Ir. Dugan
here today in presentation of his testimony. “he Commission
apzreciates your efforts very wmuch. Thank you.

HR. CARR: Ir. Lxaminer, the Commission has
rece’ ved a telegraw frow R. B. Giles, Anadarko Production
Company. Anadarko has no objection to elimination of gas
prorationing in these pools due to the producing capabilitie
oi the wells in those pools.

MR. WUTTAR: Thank you, Mr. Carr.

Faitel

Does anyone else have anything to offer in 51547

We'll take the case under adviseiient.
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1, RICEARD L. LYk, Court Reporter, do hereby certify
that thes foregcecing and attached Transcript of Hearing before
the New lkexico 0il Conservation Comuission was reported by

e, and the savie 1s a true and correct record of the said

proceedings, to the best of wy knowledge, skill and ability.
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R uHARD L.thu, Cour Reporter
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