





BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE CIL CONBERVATION
COMMISSION OF NEW MEXICO FOR
TEHE PURPOSE OF CONBIDERING:

CASE NO, 1461
~ Order No. R-1212

APPLICATION 0!' A. A, Gﬁﬂl ET AL. ’

FOR AN ORDER QGRANTING SPICIAL ALDO'ABLBS
FOR CERTAIN WEBLIS IN THE AZTEC-PICTURED
CLIF¥S POOL AND FULCHER KUTZ-PICTURKED
CLIF¥YS FOOL IN SAN JUAN COUNTY, NEW EXICO,
IN EXCEPTION TO TEE SPECIAL RULXS m f
WTW FOR BAID JOOLS,

ORDER OF THE COMMISSION
BY TG ,cum;sioaz

Thin cuaao cane or for hearing at 9 o clock s.u. oa lsy
28, 1958, at Bants Fe, New Maxico, before Elvis A. Utx, Examniser
duly appointed by the 0il Conservation Commission of l" Wsxico,
hereinnfter raferred to ss the "Commission," im accordance vith
Rale 1214 of the Comsiissien Rules and nnsulstion-.

NOW, on this ,/éé day of July, 1958, the Cbuniulio a
quorum heiag presost, congidered the spplicstion the cvidon#o
adduced and ths recomsendations of the Examiner, Elvis x
being fully advised in the prc-ioes ‘

r!InGt
' (1) Ttut due public notice havius been given as required
by law, the Commission has Jurildiction of this cause and the
mbdcct matter thereof,

(3) That the applicants are the ovn.tn tad opor&tcra of
the tollowlnc-daoerihod wolls;

| owner & Operator Bell Name & Location : Paol |
Greer, A. A. Thoupson Mo. 1 - BE/4 SW/4  Astec-Plotured
’ ' Sec. 10, T-30N-R11W Clifte
BMNE Co. Browa No. 1 - WE/4 SE/4 Fuloher Kuts-
o ~ S8ec. 30, 'r—son—mzw Piotured Cliffs
BNs Co. . ‘ Brown Mo, 2 - 8W/4 8W/4 Fulcher kutg-
i , Bec. 20, T-30M-R12VW Pictured Cliffs
BMNS Co. Wyper Wo. 2 - BW/4 BE/4 Faloher Kutz-
h Sec. 28, T-30N-R-12¥W . Pictured Cliffs
krause, Geo. H. Krause Beck No. 1 - NW/4 SE/4 Fulcher Knts-

Sec. 10, T-20N-R-13W Picturod Gli!ts
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Owner & Operator Well Name & Loéation ' , Pool
MSBW Co, McCarty No. 1 - SW/4 8SwW/4 Fulcher Kutz-
Sec, 28, T~-30N-R12W ‘ Pioctured Cliifs
MBBW Co. Montano No. 1 ~ SBE/4 8W/4 Fulcher Kuts-
" Sec, 28, T-30N-R12W : Picturcd Clittu
MEBW Co. " Palmer No. 1 - SW/4 SE/4 Fulcher Xuts-
Sec. 28, T-30N-R13W Plctured CIiffs’

all in Sap Juan County, New Mexico.

(3) That all of thn ubov--dplcrihod wells were drilled
prior to Jume 22, 1948, on which date Order No. 748 was eantered by
the Commigsion chnn.ing the drilling ;nn Bpacing units for gus
wells from 40 acres to 160 acres,.

(4) That it is not poasibla to dedicate 180 acres to each
of tho above-desoribed wells. , )

(5)  That the applicants in this case seek am order 3rant1
the above-described wells an acreage factor for allowable purposes
of ons (1.0) in exception to the Special Rules and Begulations fer
the Astec-Plotured Cliffs Pool and Fulcher Kutz-Pictured Cliffs Foo
on the grounds that said wells vere drilled at a time whea it was
legsl to drill gas wells on a 40-acre spacing pattern.

(6) That the applicants are not entitlied to the relief
sought on the grounds stated above. ,

(7T) That ths preponderance of the evideunce pressnted in
this case indicates that the above-described wells will be
prematurely abandoned, thereb§ causiag waste, unless they are
granted an exception to the proration formulae set forth in the
Special Rules and Regulations for the AstogﬂPicturtd Clitis Pool
and Fulcher Kutx-Pictured Ciifts Pool.

(8) That in order to preveat prmtm abandonment and
resulting waste, the above-described wells should be assigned an
allowable equal to thnir capacity to produco or 1500 MC¥ per month,

- whichever is less.

iT 18 !HIIIUOII ORDERXD :

(1) That the application of A. A. Greer et al. !or an
order granting the followimg-described wells am acreage factor
for allowable 9urpo¢c¢ of one (1.0) be and tho same iz hereby
dested;

Owner & Opsrator  Vell Maws & location : Fool

Greer, A. A. Thompson Mo. 1 -~ SE/4 8W/4  Axtec-Pictured

e  Bec, 10, T-30N-RL1W Cliffs

BMNS Co. Browa No. 1 - KE/4 SBE/4 Fulcher Kuts-
' e 8ec. 30, T-308-212%W Plctured Clifts
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: , - (3) 'but the abeve-described wells shall be assigned an
b | sllowable equal to thnit eapucity to produco or 1500 NCY per unth.
i | whichever is less.

DONE at Santa Fe, New bxioo, on the duy and year mu—
above mtmm .

i

o Ovuer & Operator  Yell Nawe & Location Pool
BMNE Co. Brown No. 2 ~ SW/4 8SW/4 Fulcher Kutz- |
Sec. 29, T-30N-R12W Plotured Cliffs
3 ) BMNB Co.  Wyper Wo. 2 ~ EW/4 BE/4 _  Fulcher Kuts-
i | _ . » Sea. 39, T-30N-R1ZN Piotured 0112:;
; | : Krause, Geo. H. Krause Mk Bo. 1 - NW/4 88/4 Fulcher Kutx-
| | msmw co. MCarty Mo. 1 - s'/c sY/4 Fulehor Kuts-
e 2R » Bac. ‘28, 'r-aoa-xlzv . Plotured Cliffs
MEBY Co. | lbntm lb. 1’“‘- BE/4 BW/4 ,meur mta-
MERY Co. Palmer Wo. 1 - SV/4 BE/4 Fulcher Kutam-
T Bec, » T-30N-R12W Plotured Cliffs

)

STATE OF MEW MEXXICO
OIL COMBERYATION COMMISEION |

5L Ae—

EDWIK L. n:cnu. Chairman

>>7h-hor & Becretary

Ak ravame o - S AR AT s B

L
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DOCKET:  EXAMINER HEARING MAY 28, 1958

—.——_—.—-————-.—--——_-——.—-—

0il Conservation Cohmiséion 9 a.m. Mabry Hall, State Capitol, Santa Fe

The following cases will be heard before Elvis A. UL=, Examiner:

§ CASE 1225: Application of Moab Drilling Company and Utex Exploration
{ i Company for an order amending Order No. R-975. Applicant,
: - 1in the above-~-styled cause, seeks an order amending Order
No. R-975 to permit the conversion to a water injection well
of the Utex Exploration Company Donohue-Federal No. 3 Well, e
L : located in the SE/4 5W/4 of Section 15, ;vrnshxp 16 South,
: ' -Range 29 East, Eddy County, New lexico '

CASE 1446: Application of The Texas Company for approval of a unit
- agreement. Applicant, in the above-styled cause, seeks an
order . approving its Cotton Draw Unit embracing 35 144 acres,
i : more or less, of Federal, State of New Mexico, and patented -
© lands, located in wanship 24 South, Ranges 31 and 32 East;
: ‘ E Township 25 South, Ranges 21- and 32 East, in Eddy and Lea
Counties New Iexico :

CASE 1447 Application of The Texas Company for a non-standard gas

.9_; proration unit. Applicant in the above-styled cause, seeks

\ \})&\ an order establishing a 320~acre non-standard gas proration

$§ o unit in the Eumont Gas Pool comprising the E/2 of Section 11, g
Y § : Township 20 South, Range 37 East, Lea County, New Mexico,

G - said unit to be dedicated to the ‘applicant's C. H. Weir "B"

Well No. 3, located 330 feet from the North line and 660 feet
from the East line of said Section 11.

. CASE 1448: Application of Ambassador 011 Corporation for approval of a
- R unit agreement. Applicant, in the above-styled cause, meeks
an order approving its North Caprock Queen Unit No. 2
embracing 1808 acres, more or less, of State of New Mexico
lands located in wanahip 13 South, Ranges 31 and 32 Eaut,
in Chaves and lLea Cbunties, New beico.~

'CASE 1449: Application of Graridge Corporation for an exception to Rule
‘ 309 of the Commission Rules and Regulations. Applicant, in
the abovo-stylad cause, seeks an order permitting the
consolidation of tank batteries to receive the production
from more than sixteen wells in the North Caprock Queen Unit
No. 1 in Chaves and Lea Counties, New Mexico, which was
eatablished by Order No. R-1145. The applicant further seeks
permission to install automatic custody transfer equiplent on
the above-referenced Unit.

CASE 1450: Applic;tion of Neville G. Penrose, Inc. for approval of a
\ unit agreement. Applicant, in the above-atyled cause, seeks
an order approving its Novonber State Unit comprising 913
acres, pore or less, of State of New Mexico and patented landl,
located in Township 10 South, Range 37 and 38 East. and
Township 11 South, Range 38 Ealt Lea County, New Mexico.
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CASE 1451:

CASE 1462:

CASE 1453

CASE 1454

CASE 1455;

16-58

Application of Amerada Pétroleum Corporation for é non-

- standard gas proration unit. Appllcant in the above-styled

cause, seeks an order establishing a 280-acre non-standard

.gas proration unit in the Justis Gas Pool consisting of the

W/2 SW/4 Section 24, NW/4 and SW/4 NE/4 of Section 25, all in
Township 25 South, Range 37 East, Lea County, New Mexico, said
unit to be dedicated tc the appllcant's proposed well to be
drilled in the NE/4 NW/4 of said Section 25.

Application of Amerada Petroleum Corporaflon for the dual

conmpletion of a producing o0il well to permit the disposal- of

s

‘salt wmater therein. Applicant, in the above-styled. cause,

seeks -an order augncrfzjng the dual completion of its H. C.
Posey "A"™ No. 4 Well, located iu the NW/4 NE/4 of Section 14,
Township 12 South, Range 32 East, Lea Couﬁty, New Mexico. in
such a manner as to permit the production of oil’ througn thae -
tubing from the Pennsylvanian formation, adjacent to the East
Caprock~-Pennsylvanian Pbol, and to permit the disposal of

salt water through the casing tubing annulus into the Devonian
formation between 11,205 feet and 11,370 feet.

Application of Magnolia Petroleum Company for an oil—oil dual
completion. Applicant, in the above-styled cause, seeks an
order authorizing the dual completion of its Stephens Estate
No, 1 Well, located in the NW/4 SW/4 of Section 24, Township
21 South, Range 37 East, Lea County, New Mexico, in such a
manner as to permit the production of oil from the Terry-‘
Blinebry Pool and Wantz-Abo Pool.

Application of Gulf 0Oil Corporation for an oil-oil dual .
completion. Applicant, in the above-styled cause, seeks an
order ‘authorizing the dual completion of its Learcy
McBuffington No. 4 Well, located 660 feet from the South line

and 1980 feet from the West line of Section 13, Township 25

South, Range 37 East, Lea County, New Mexico, in such a

‘manner as to permit the production of oil from an undesignated

Blinebry oil pool and oil from the Justis-Ellenburger Pool

' through parallel strings of tubing

Applicatlon of Gulf 0il Corporation for an oil-oil dual
completion. Applicant, in the above-styled cause, seeks an
order authorizing the dual completion of its Learcy '
McBuffington Well No. 5, located 1650 feet from the South line
and 1980 feet from the East line of Section 13, Township 25
South, Range 37 East, Lea County, New Mexico, in such a.

manner as to permit the production of oil from an undesignated:
Blinebry oil pool and oil from the Justis- Ellenburger pool.

through parallel strings of tublng
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CASE 1456 Application of Gulf 0il Corporation for an oil-o0il dual
completion. Applicant, in the above-styled cause, seeks an
order authorizing the dual completion of its Learcy
McBuffington Well No. 6, located 330 feet from the South line

‘and 1980 feet from the East line of Seciion 13, Township 25 o
South, Range 37 East, Lea County, New Mexico, in such a manner
as to permit the production of cil from an undesignatgd
Blinebry 0il pool and oil from the McKee formation, adjacent
to the Justis-McKee Pool, through parallel strings of tubing.

CASE 1457: Application of Sinclair Oil & Gas Company for an oil-oil dual
. completion, Applicant, in the above-styled cause, seeks an .

“-order authorizing the dual completion of its State Lea Well
No. 1, located 660 feet from the South and West lines of .
Section'24, Township 16 South,:Range 33 East, Lea County, New
Mexico, in such a manner as to permit the production of oil
from the Kemnitz-Wolfcamp Pool and from the Pennsylvanian
formation adjacent to the Kemnitz-Pennsylvanian Pool through
parallel strings of tubing. ,

CASE 1458: Application of Albert Gackle for 2 non-siaidard gas proration

~unit. Applicant, iu ihe above=styled cause, seeks an order

.egtablighing a 320—acre non~standard gas proration unit in
the Jalmat Gas Pool consisting of the S/2 of Section 23,
Township 23 South, Range 36 East, Lea County, New uexipo,
said nit to be dedicated to the applicant's Sinclair State
No. 1 Well, located 1650 feet from the South line and 990
feet from the East line of said Section 23,

CASE 1459: Application of Continental 0Oil Company for a dual completion
— - - and non-standard gas proration unit. Applicant, in the above-

.Styled cazuse, seeks an order authorizing the dual completion
of its Farney A-17 Well No 3, located in Section 17, Township
23 South, Range 36 East, Lea County, New Mexico, in such a
"manner as to permit the production of o0il from the Lower Yates
formation of the Jalmat Gas Pool and gas from the Upper Yates
formation of the Jalmat Gas Pool through the tubing and .
casing~tubing annulus respectively. The applicant further - S |
seeks the establishment of a 160-acre non-standard gas- -
"proration unit in the Jalmat Gas Pool comprising the NW/4 of

said Section 17, to ‘be dedicated to the said Farney A-17 Well

No. 3.

CASE 1460: Application of Phillips Petroleum Company for an oil-oil dual
v completion and for permission to commingle production from
- two separate pools. Applicant, in the above-styled cause,
seeks an order authorizing the dual completion of its New Mex
"A'' Well No. 1 located 1983 feet from the South line and 2313
feet from the West line of Section 25, Township 16 South,
‘Range. 33 East, Lea County, New Mexico, in such a manner as .to
permit the-production of o0il from the Kemnitz-Wolfcamp Pool
and oil from an undesignated Pennsylvanian pool through
parallel strings of tubing. The applicant also proposes to
produce the Wolfcamp and Pennsylvanian production from said
well into common storage.
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CASE 1461: Application of A. A. Greer, et al., for an exception to the
_acreage factors established by Order No. R-565-C for certain
wells in San Juan County, New Mexico. Applicant, in the
above-styled cause, seek an order granting an exception. to
the acreage factors provided in the Special Rules and Regula-
tions for the Aztec-Pictured Cliffs Gas Pool and Fulcher Kutz-
Pictured Cliffs Gas Pool, as set forth in Order No. R-565-C,
for one well in the Aztec-Pictured Cliffs Gas Pool and eight
wells in the Fulcher Kutz-Pictured -Cliffs Gas Pool which were
drilled on 40-acre spacing prior -to the establlshment of 160-
‘acre spac1ng in the. aforementioned pocls.

- CASE 1462: Appllcation of El1 Paso Natural Gas Company for a non-standard

T gas proration unit. Applicant, in the above-styled cause,
seeks an order establishing a 335-acre, more or less, non-

. standard gas proration unit. in the Blanco Mesaverde Gas Pool

. consisting of the SW/4 of Section 7 and the W/2 of Section 18,
all in Township 30 North, Range 8 West, San Juan County, New
Mexico, said unit to be dedicated to the applicant's Howell
No. 4~C Well, located 933 feet from the South line and 931
feet from the West line of said Section 18.

CASE 1463: Application of Pan American Petroleum Corporation for an oil-
' - gas dual completion. Applicant, in the above-styled cause
.8eeks an order authorizing the dual completion of its O. H | o
Randel "A" No. 1 Well, located 1650 feet from the South line ’ ' .
and 990 feet from the West line of Section 9, Township 26 .
North, Range 11 West, San Juan County, New Mexico, in such a
manner as to permit the production of oil from an undesigna-
ted Gallup oil pool and gas from an undesignated Dakota gas
pool through parallel strlngs of tubing. '

- . Lo bt g

BI: F(JRF I‘/\AMINER UTZ
Cll COMSERVATION COMMISSION

N FAHMH‘NO -
ir/ g | | | "&::kz NO. I
BEFORE E/(A [\" H\ l'v”z
OIL CONSEf.\, N
JEXG
CASE NO, . _




OIL. CONSERVATION COMMISSION
P. O. BOX 871

SANTA FE, NEW MEXICO

July 11, 1958

" Mr. Geo. L. Verity

Attorney-at- Law
One Radio Plaza

N Smﬁ'Fe. New Mexico

Denr Mr, Verity*

On behalf of your client. A. A, Greer, et al,, we enclose

‘two copies of Order R-1212 issued June 11, 1958, by the Oil Conservation

Commission in Case 1461, which was heard on May 28th at Santa Fe
bofore an Enminer.

Very t:"ulyryours.

A, L, Porter, Jr.
Secretary - Director

Ench. ‘
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PSP SUPUNCIVIRNPISONPIS R SN

GOVERNOR
EOWIN L. MECHEM
CHKA LRMAN
&
New Mexico
Oll. CONSERYATION COMMISSION ‘
0GIST, A.L. PORTER JR.
LAND commsnocg:hrunm E. MORGAN : . STATE GEOLOG | . oiREcToR -
P. 0. Box 871
Santa Fe, New Mexico
July 8, 1958
MEMORANDUM
TO: Governor Edwin L. Mechem
' Land Commissioner Murray E. Morgan
FROM: A. L. Porter, Jr., Secretary - Director

'SUBJECT: Case No. 1461, Order No. R-1212

The attached order is submitted for your consideration

The snbject wells were drilled pnor to the establishment

- of 160 acre gas well spacing in the San Juan Basin and it is nct now p0551b1e
to Jedicate 160 acres to those wells due to the dense drilling pattern in the
area. With the low acreape factors, these wells are not given enough allow-
able under the regular proration formula to warrant their continued operation.
If no relief is granted the wells will be plugged and the gas which they would
have recovered will be wasted

Provision is made for just such a situatmn in Section-

65 3-14 (d) which authorizes for minimum allowables for wells to prevent

their premature abandonment. Even though there is an express statutory
provision for minimum allowables, there is considerable opposition in the
_industry to the granting of the same. The gas pipelines seem to be especially

fearful.

1 believe they are afraid we might require them to take the minimum

-if one is establiched. Despite this opposition, I believe that these operators
-have proved their case and that the subject wells should be granted the allow-
ables provided for in the order.

ALP:bp
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! MSBW Co. Palmer No. 1 - Swidil Dz2e7

B&FORZ THE CIL CONSERVATION COMMISSICN OF
THZ STATE OF NiEW MEXICO

IN THE MATTER OF: Application of A. A. Greer, ;
Gec. H. Krause, BMNS Co., a Mining Partnership,
consisting of E. D. Brown, L. M. Mecham, E. J. )
Brown and Leo Stearns; and MSBW Cc., a Mining )
Partnership consisting of Robert L. Maddox, Carl 3
B. Seivert, Charles . Whale, W. Earl Bates and
Dr. Geo. C. Widney, for an Order permitting l
Applicants to produce certain gas wells in tha .
Pictured Cliffs formation of San Juan County, New 1
- Mexico, at a rate sufflcaent to prevont premature ¥ -
abandonment thereof. . ‘ L_ s

ot

[ [ .
=
COME NOW Appllcants and state. ’ ) O ;)
1. That Applicants are tne owners and operators\of the
following described gas wells located in the Pictured Cliffs

formation within San Juan County, New Mexico, to-wit:

i Owner_ & Operator Well Name & Location Pool A-/
g - s |
- - ¥ Greer, A. A. Thompson No. 1 - SE%SW%, r47-Y 335 pztec P.C. I{4° '
Py | . Sec. 10, T. 30 N., R. 11 V. .
.2 eMNs co. :26°7¥Brown No. 1 - NE4SEL o— Fulcher- /£20
' i o -, - _ Sec. 30, T, 30 N., R. 12 Wy~ Kutz
- ~BMNS Co. ° “iBrown No. 2 - SwWiswi D -1lI -
o Sec. 29, T. 30 N., R. 12 W&~ .m m
et 3 - O —He ovisapelE 1 VLY B s .- ! _
B : " "Sec. 29, T. 30 Nop Re 12 W27 oL
. ¥ ™BMNS Co. . : Wyper No. 2 - SWiSEZz D 1 47 ¢ /4:,/ . egso.
; Sec. 29, T. 30 N., R. 12 W, T L
i SKrause, Geo. H. Krause Beck No. 1 - NWiSE# 030',’{@{‘ rero "
g - ) ’ Sec. 10 To 29 No . 12 " "
1Y MSBW Co. McCarty No. 1 - SWESWip/os °V
Y o Sec. 28, T. 30 N., R. 12 W.' moon
MSB¥ Co. Montano No. 1 -'%Ekgwé 03¢ 9
- o Sec., 28, ‘Te 30 N. ’ R. 12 W. n "

-4
- §

“Sec. 38, T. 30 N., R. 12 W.r
CJA® ‘ ‘

v 2. That all of such wells were drilled prior to Order No.
748, promulgated on the 22nd day of June, 1948, which Order
established drilling and spacing units of 160 acres; that sub-

‘sequent to the promulgation’of said Order at the time stated
and on the 23rd day of December, 1954, the Oil Conservation

Commlssion promulgated Order No. R- 565, which established | i
field rules for all of the pools in which the above described %
wells are located, and such order’ provided a formula which |
gave 25% welght to an acreage factor arrived at by dividing |

l60 into the number of acres dedicated to each well: and that

o
ﬁ_;a

MJ/ . o




5such order disregarded the fact that the above described wells

ihad been drilled prior to the promulgation of the original 160-

?facre_Spacing order and at a time when it was legal for such wells

%éto be drilled upon LO-acre tracts.

| L0-acre tract.

3. That the Cormission's order cannot validly penalize

the owners of‘fhe above daescribed wells by virtue of an acreage

{attribution factor when such wells were drilled prior to th
. promulgation of the original Order No. 748, establishing 160-

| acre spacing, and at a time when it was proper to drill upon a

Lae - That uhesekappchants)and all individuals or corpora-

[ e e e e e o e e s 1 e e MO e T, Sttt S e

tlons 51m11arly situated are entitled to an order creatlng an

kAexceptlon to that portion of Order No. R-565, which places upon

tﬁém an acreage attribution factor of less than one, and prov1d—
1ng that they be . granted an acreage attribution factor of one on
all of said wells

WHEREFORE, Applicants pray that this application be set

down for hearing; that due notice. thereof be given in accord

‘with theilaws of the State of New Mexico and the Rules and Regu-

lations of the Commission, and that upon this hearing, from the
evidence adduced, Applicants be granted an exception to the
acreage attribution portion of Order No. R-565, and be granted

an acreage attribution factor of one on each of said wells.

Attornay for Applicants
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Qaute, LW

OIL CONSERvVA
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My Tecommendationg for an order in th

TION COMMISSION
SANTA FE, New MEXICO

Date__ ([ — 9~ ¢ £

Hearing Date>~ S -2 iy

e above numbered cases are as follows:

e Rt Lo Hhar, of okt

Staff Member -

181

- o —
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- County, for all those wells which were drilled on LO-acre
- spacing prior to the promulgation of the Order No. 748

Iy 7 /_/ R /
. ° [
GEO. L. VERITY . @?ﬂyfﬁ§
ATTORNEY AT LAW @}\ \(\N\
Farmington, New Mexico an castsrosowar
ONE RAD)D PLAZA » .
T T anno April 30, 1958 o o e
State of New Mexico R s
0il Conservation Commission ' o o
State Office Building ’ : . T
Santa Fe, New Mexico~ : _ S
I . . i - j
. : . . =3
Gentlemen: , : &

Enclosed herewith is appllcatlon of A. A. Greer et al

asking for an order creating an-exception to the o
acreage attribution factor of Order No. R-565 establlshing
field rules for the Pictured Cliffs formation in San Juan

which established 160 drilling and spacing units.

We would appreolate your setting this applicatlon down
for hearing.

Very truly yours,

GLV:am

cc: Mr. Emery Arnold
0il Conservation Commission
Aztec, New Mexico

Mr. W. J. Cooléy
0il Conservation Commission
Santa Fz, New Mex1co

A A O e TN L T T T L A T v T an R e T
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 011 C8hservation Commission 9 a.m. Mabry Hall, State Capitol, Santa Fe

The fo11owing'cases will be heard before Elvis A. Utz, Examiner:

-CASE 1225:

'CASE 1446: -

CASE 1447 :

~ CASE 1448:

CASE 1449:

CASE 1450:

Application of Moab Drilling Company and Utex Exploration

. Company for an order amending Order No. R-975. Applicant,

in the above-styled cause, seeks an order amending Order

" No. R-975 to permit the conversion to a water injection well

of the Utex Exploration Company Donohue-Federal No. 3 Well,
located in the SE/4 SW/4 of Section 15, wanship 16 South
Range 29 East, Eddy County, New Mexico.

Application of The Texas Companyrfor,approvdl of a unit
agreement. Applicant, in the above-styled cause, seeks an
order approving its Cotton Draw Unit embracing 35 ,144 acres,

. more or less, of Federal, State of New Mexico, and patented

lands, located in’Tbvnship 24 South, Ranges 31 and 32 East;
Township 25 South, Ranges 31 and 32)East, in Eddy and Lea

‘Counties, New Mexico.

Application of The Texas Company for a non-standard gas
proratian unit. Applicant, in the above-styled cause, seeks
an order establishing a 320-acre non-standard gas proration
unit in the Eumont Gas Pool comprising the E/2 of Section 11,
Township 20‘South, Range 37 East, Lea County, New Mexico,
said unit to be dedicated to the applicant's C, H, Weir "B"
Well No. 3, located 330 feet from the North line and 660 feet

from the East line of said Section 11.

Application of Ambassador 0il Corporation for approval of a
unit agreement Appllcant in the above-styled cause, seeks .
an order approving iis North Caprock Queen Unit No, 2
embracing 1808 acres, more or less, of State of New Hexico
lands located in wanship 13 South, Ranges 31 and 32 East,

in Chaves and Lea Counties, New Mexico.

Application of Graridge Corporation for an exception to Rule
309 of the Commission Rules and Regulations. Applicant, in
the above-styled cause, seeks an order permitting the .
consolidation of tank batteries to receive the production
from more than gixteen wells in the North Caprock. Queen Unit
No. 1 in Chaves and lea Counties, New Mexico,; which was

‘established by Order No. R-1145. The applicant further seeks
permission to install automatic custody transfer equipment on

the above-referenced Unit.

Application of Neville G. Penrose, Inc. for approval of a
unit agreement. Applicant, in the above-styled cause, seeks
an order approving its November State Unit comprising 913
acres, more or less, of State of New Mexico and patented lands,
~located in Township 10 South, Range 37 and 38 East, and
Township 11 South; Range 38 East Lea Couniy, New Mexico.
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Docket No.

CASE. 1451 :

CASE 1452:

CASE 1453:

CASE 1454:

CASE 1455:

16-58

Application of Amerada Petroleum Corporation for a non-
standard gas proration unit. Applicant, in the above-styled
cause, seeks an order establishing a 280~acre‘non-standard
gas proration unit in the Justis Gas Pool consisting of the
W/2 SW/4 Section 24, NW/4 and SW/4 NE/4 of Section 25, all in

~Township 25 South, Range 37 East, Lea County, New Mexico, said

unit to be dedicated to the applicant's proposed well to be
‘drilled in the NE/4 NW/4 of said Section 25.

Application of Amerada Petroleum Corporation for the dual
completion of a producing o0il well to permit the disposal of
salt water therein. Applicant, in the above-styled cause,
seeks an order authorizing the dual completion of its H. C.

~ Posey "A" No. 4 Well, located in the NW/4 NE/4 of Section 14,
Township 12 South, Range 32 East, Lea County, New Mexico, in
such 2 manner as to permit the production of o0il through the
tubing from the Pennsylvanian formation, adjacent to the East
.Caprock-~Pennsylvanian Pool, and to permit the disposal of
salt water through the casing tubing annulus into the Devonian
formation between 11,205 feet and 11,370 {eet.

Application of Magnolia Petroleum Company for an oil-oil dual
completion. Applicant, in the above-styled cause, seeks an
order authorizing the. dual completion of its Stephens Estate:-
No. 1 Well, located in the NW/4 SW/4 of Section 24, Tuww,.nip
21 South, Range 37 East, Lea County, New Mexico, in sich a
manner as to peirmit the production of oil from the Terry-~
Blinebry Pool and Wantz-Abo Pool.

Application of Gulf 0il Corporation for an oil-oil dual
completion. Applicant, in the above-styled cause, seeks an
order authorizing the dual completicn of its Learcy

McBuifingion No. 4 ¥Wcll, located 660 feet from the South line -

and 1980 feet from the West line of Section 13, Township 25
-South, Range 37 East, Lea County, New Mexico, injsuch,a

-anner as to permit the production of oil from an undesignated
‘Blinebry oil pool and oil from the Justis-Ellenburger ‘Pool
through parallel strings of tubing.

Application of Gulf 0Oil Corporation for an oil-oil dual
completion. Applicant, in the above-styled cause, seeks an
order authorizing the dual completion of its Learcy '
McBuffington Well No. 5§, located 1650 feet from the South line
and 1980 feet from the East line of Section 13, Township 25
South; Range 37 East, Lea County, New Mexico, in such a

manner as to permit the production of il from an undesignated
Blinebry o0il pool and oil from the Justis—Ellenburger pool
through parallel strings of tubing.
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Docket No.

CASE 1456

16-58

" CASE 1457:

CASE 1458:

" CASE 1459

CASE 1460:

Application of Gulf Oil Corporation for an oil-oil dual
completion. Applicant, in the above-styled cause, seeks an
order authorizing the dual completion of its Learcy

McBuffington Well No. 6, located 330 feet from the South line
-and 1980. feet from the East line of Section 13; Township 25

South, Range 37 East, Lea County, New Mexice, in such a manner
as to permit the production of o0il from an undesignated
Blinebry oil pool and oil from the McKee formation, adjacent
to the Justis-McKee Pool, through parallel strings of tubing.

Application>of Sinclair 0il & Gas Company for an oil-o0il dual

. completion. Applicant, in the above-styled cause, seeks an

order authorizing the dual completion of its Sfate Lea Well
No. 1, located 660 feet from the South and West lines of
Section 24, Township 16 South, Range -33 East, Lea County, New
Mexico, in such a manner as to permit the production of oil
from the Kemnitz-Wolfcamp Pool and from the Pennsylvanian
formation adjacent to the Kemnitz-Pennsylvanian Pool through
parallel strlngs of tubing.

Applicat1on of Albert Gackle for a non-standard gas proration

~unit. Applicant, in the above-styled cause, seeks an order

establishing a 320-acre non-standard gas proration unit in
the Jalmat Gas Pool consisting of the 5/2 of Section 23,
Township 23 South, Range 36 East, Lea County, New Hexico
said unit to be dedicated to the applicant's Sinclair State
No. 1 Well, located 1650 feet from the South line and 990
feet from the East line of said Section 23.

Application of Continental 0il Company for a dual completion
and non-standard gas proration unit. Applicant, in the above-
styled cause, seeks an order authorizing the dual completion
of its Farney A-17 Well No 3, located in Section 17, Township
23 South, Range 36 East, Lea County, New Mexico, in such a :
manner as to permit the production of o0il from the Lower Yates
formation of the Jalmat Gas Pool and gas from the Upper Yates
formation of the Jalmat Gas Pool through the tubing and
casing-tubing annulus respectively. The applicant further
seeks the establishment of a 160-acre non-standard gas
proration unit in the Jalmat Gas Pool comprising. the NW/4 of -
said Section 17, to be dedicated to the said Farney A-17 Well
No. 3.

Application of Phillips Petroleum Company for an 0il-oil dual
completion and for permission to commingle production from
two separate pools. Applicant, in the above-styled cause,
seeks an order authorizing the dual completion of its New Mex
"A" Well No. 1 located 1983 feet from the South line and 2313
feet from the West line of Section 25, Township 16 South,
Range 33 East, Lea County, New Mexico, in such a manner- as;to
permit the production of o0il from the Kemnitz-Wolfcamp Pool
and oil from an undesignated Pennsylvanian pool through
parallel strings of tubing. The applicant also proposes to
produce the Wolfcamp and Pennsylvanian production from said
well into common storage.



Docket No.

CASE 1461 :

~acreage factors established by Order No. R-565-C for certain

CASE 1462:

CASE 1463:

1658

Application of A. A. Greer, et al., for aa exception to the \\\)

wells in San Juan Countly, New Mexico. Applicant, in the
above-styled cause, seek an order granting an exception to

the acreage factors provided in the Special Rules and Regula-
tions for the Aztec-Pictured Cliffs Gas Pool and Fulcher Kutz-
Pictured Cliffs Gas Pool, as set forth in Order No. R-565-C,
for one well in the Aztec-Pictured Cliffs Gas Pool and eight
wells in the Fulcher Kutz-Pictured Cliffs Gas Pool which wete'
drilled on 40-acre spacing prior to the establishment of 160-
acre spac1ng in the aforementioned poolq |

Application,of El Paso Natural Gas Company for a non-standard

- gas proration unit. Applicant, in the above-styled cause,
‘seeks an order establishing a 335-acre, more or less, non-

standard gas proration unit in the Blanco Mesaverde Gas Pool
consisting of the SW/4 of Section 7 and the W/2 of Section 18,
all -in Township 30 Nort!:, Range 8 West, San Juan County, New
Mexico, said unit to e dedicated to the applicant's Howell
No. 4-C Well, located 933 feet from the South ‘line and 931
feet from the West line of said Section 18. »

' Application of‘ﬁan American Petroleum Corporation for an oil-

gas dual completion. Applicaant, in the akove-styled cause,.
seeks an order author1z1ng the dual completion of its 0. H.
Randel "A" No. 1 Well, located 1650 feet from the South line
and 990 feet from the’West lire of Section -9, Township 26
North, Range 11 West, San Juan County, New Mexico, in such a
manner as to permit the production of oil from an undesigna-
ted Gallup o0il pool:- and gas from an unde51gnated Dakota gas
pool through parallel strlpgs of tublng



NEW MEXICO
OIL CONSERVATION COMMISSION
P. O. Box 871
Santa Fe, New Mexico

Date May 21, 1958

George L. Verity
211 E. Broadway
Farmington, New Mexico

Gentler‘hen ¢

Your apphcatmn £d4/ on behalf of A. A. Greer. et al., for exceptlons to

; the allowable for wells in the Pictured Cliffs {ormation

Sy

dated Apﬁ[ 30, 195‘8 has been received, and has been tentatively
“scheduled for hearing before an examiner S - on
May 28, 1958 .

A copy of the docket w111 be forwarded to you as soon as the matter is
- advertised.

Very iruly yours,

2L

A. L. PORTER, Jr.! -
Secretary-Director o '

ga




N piar pan GED. L. VERITY
i e ATTORNEY AT LAW
L omemabiaen®d 10 13 Farmington, New Mexico.

21 EABT BRDAQWAY
TECLEPHONE DAVIS 5-2265
- FARMINGTON, NEW MEXICO

TELEPHONE 3-4833
BANTA FE, NEW MEXiTO .

" May 20, 1958

011 Conservation Cosmission
Capitol Office Building
- Santa Fe, New Mexico

Gentlemen:

.Under date of April 30, 1958, I forwarded
you an application for an order calling for ex-
- ceptions to the allowable for wells in the
Pictured Cliffs formation, which application was
- £iled in behalf of A. A. Greer, et al.

. I have not received any notificatioan of
setting of this case. Wwill you piease advise ma

if it has been set and when, | ‘
Yours truly, . 7 ' _
| Gt‘/f‘fé. ;er;y; o e
GLV:ecr

 via air mail

TE
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APPLICAT!ON OF AsAo GREER ET AL FOR AN EXCEPTION TO
THE ACREAGE FACTORS ESTABLISHED BY ORDER R=565%C

FOR CERTAIN WELLS IN SAN JUAN COUNTY, NEW MEXICO.
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At 3 ] \Il-‘—‘-u
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TO PREVENT PREMATURE ABANDONMENT==

AZTEC OIL & GAS CO QUILMAN B DAV!SLIY

1461 RE5655C 40 Tho=i
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~FOR THE PURPOSE OF CONSIDERINGs

BEFORE THE OIL CONSERVATION COMMISSION
' OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO

729)
859)
- CASES: 860) Consolida’oed

ol1) |
- ORDER NO. R-565-C

THE APPLICATION OF THE OIL

CORSERVATION COMMISSION UPON BEFORE EXAMINER UTZ
ITS OWN MOTION FOR AN ORDER . i e
m m 3.565 mm ) to- OlL COWNLZELYS G o v wuvwa s 4N
AND CONCERNTNG THE FULCHER KU12- | Fp, exaar N0 &
PICTURED CLIFFS, THE AZTEC-PICTURED =~ : < 26/

CLIFFS, AND THE SCUTH BLANCO-PICTURED CASE NO.___ /7 -

CLIHSGABPOOISIHSINJUANANDRIO
mwmm,mmxm. :

ORDER OF THE COMMISSION

B! THE COMMISSION:
This cause came on for hearing at 9 o'clock a, m, on June 16, 195h, and

was thereupon contimmed to October 1L, 195k, March 16, 1955 and. Angnst 17, 1955, at
- Sante Pe, New Mexico, before the 011 conaervation Cmmde iLony heminafter referred

to as tha 'conission'.

NOW, on this 13th day of October, 1955 , the Commission, a quorum
being present, having considered the records and testimony adduced, and being fully
advised in the premises,

rmm:

' (1) That due notice of the time and place of hearing and the purposeé thereof
having been given as required by law, the Go-mission has jurisdiction of this case
and the subject matter thereor. o .

(2) That there 1s meed for the revision of Orders R-SGS » R=565-A, R-565-B,
R-614, R-620 and their consolidation into this order, due to the revision of Order Re333-
B,

IT m'ramm ORTERED

© . That special pool rules applicable to the Fulcher Kutz-Pictured Cliffs
Gas Pool, the Astec-Pictured Cliffs Gas Pool and the South Blanco Pictured Cliffs
Gas Pool, be and the same hereby are promulgated, as follows:

SPECIAL RULES AND REGULATIONS
FOR THE FULCKRR KUTZ-PICTURED CLIFFS
GAS POOL

Woll Spacing and Acreage Requirements for Drilling Tracts:
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Order No, R=-565-C

RULE 1: Any well drilled a distance of ons mile .or more from the outer
boundary of the Fulcher Kutz-Pictured Cliffs Gas Pool shsll be classified as a wildecat
well, Any well drilled less than one mile from the outer boundary of said pool shall
be spaced, drilled, operated and prorated in accordance with the regulations in effect
in the Fulcher Kutz-Pictured Cliffs Gas Pool,

RULE 2: Each well drilled or recompleted within the Fulcher Kutez-Pictured
Cliffs Gas Pool shall be located on a tract consisting of not less than a quarter
section of approximately 160 surface contiguous acres substantially in the form of a
square which shall be a legal subdins:.on {quarter section) of the U. S. Public Land
Surveya.

RULE 3s Any !-.lell drilled within the defined limits of t_hs

T Fulcher Kutz-Pictured Cliffs Gas Pool shall be
located on a designated drilling tract consisting
of not less than a quarter section which is a legal
subdivision of the U, S, Public Lands Survey,
such quarter section to contain approximately 160
contiguous acres and to be substantially in the
form of a square; Such well shall be located at
least 990 feet from the outer boundary of said
quarter section, provided, however, that a
tolerance of 200 feet is permissible,

- RULE h: The Secretary-Director of the Commission shall have authority to
grant exception to the requirements of Rules 2 and 3 where application has been -
filed in due form and such excepuion is required because of conditions resulting from
previously drilled wells in the area or, in the case of Rule 3, the necessity for
exception is based upon topographic conditions,

Applicants shall furnish all operators of leases of fsetting the lease oont.aining

: sub:]ecf. well, a copy of the application to the Commission, and applicant shall include

with his application a list of names and addresses of all such operators, together with
a written stdtement that all such operators have been properly notified by registered
mail, The Secretary-Director of the Commission shall wait at least 20 days before
approving any such exception, and shall approve such exception only in the absence of
objection of any offset operators, In the event an operator objects to the exception,
the Cmmission shall consider the matter only after proper notice. and hearing.

: RUI.E S:¢ The provision of Statewide Rule 10k, Paragraph (k) , shall not
apply toﬂlebr Kuta~Pictured Cliffs Gae Pool,

Cas Proration and mocationo

RUIE 63 (A) The acreage allocated to a gas well for proration purpoaet
shall be known as the gas proration unit for that well., For the purpose of gas alloca-~
tion in the Fulcher Kutz-~Pictured Cliffs Gas Pool, a standard proration unit shall
consist of approximately 160 surface contiguous acres substantially in the form of a
square which shall be a legal subdivision (quarter-section) of the U, S. Public Land
Survey; provided, however, that a nonestandard proration unit may be formed after-
notice and hearing by the Commission or under the provisiom of Paragraph (B) of this
ruls,




Order No, R-565-C

The allowable production from any non-standard gas proration
 unit as compared with the allowable production therefrom if
' such tract were a standard unit shall be in the ratio which the
area of the non-standard proration unit bears to a standard )
proration unit of 160 acres, subject to the provisions of Rule 9
of this order, Any gas proration unit contalning between 158
and 162 acres shall bs considered to contain 160 acreé‘?or the
. purpose of’comput1ng allowables,

(B) The Secretary of the Commission shall have authorlty to
grant an exception to Rule 6 (A) without Notice and Hearing where application has been
filed in due form and where the following facts exist and the following provisions are
complied withj ) :

1. The proposed non-standard proration

unit consists of less than 160 acres or where
"the unorthodox size or shape of the tract is
due to a variation in legal subdivision of the
U, S, Public Land Surveys,

"2, The non-standard gas proration unit consists
of contiguous quarter-quarter sections and/or
lots. :

3. The honestandérd gas proration unit lies
- wholly within a single govermnmental secticn,

it The entire non-standard gas proration unit
may reasonably de presumed to be productive
of gas, ,

S. The applicant presents written consent in
. the form of waivers from;

(a) K11 operators owning interests in

the section in which any part of the none

standard gas proration unit is situated -
and which acreage is not included in said
non-standard gas proration unit,

(b) All operators owning intereste in
acreage offsetting the non-standard unit,

6. In lieu of paragraph 5 of this rule, the applicant
may furnish proof of the fact that said offset operators
‘were notified by registered mail of his intent to form
such nonestandard gas proration unit, The Secretary
- of the Commission may approve the application if,
after a period of 30 days following the mailing of said
notice, no operator has made objection to formation
of such non-standard gas proration unit,

RULE 7: At least 30 days prior to the beginning of each gas proration
period, the Commission shall hold a hearing after due notice has been given, The
Commission shall cause to be submitted by each gas purchaser "Preliminary Nomina-
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tions®" of that quantity of gas which each purchaser in good faith actually desires to
purchase within the ensuing proration period, by months, from the Fulcher Kutz-
Pictured Cliffs Gas Pool. The Commission shall copsider the "Preliminary Nominations®
of purchasers, actual production, and such other factors as may be deemsd applicable
in determining the amount of gas that may be produced without waste from said pool
within the ensuing proration period. "Preliminary’ Nominations' shall be submitted

on Form c-121-A as prescribed by the Commission, . -

RULE 8: 1In the event a gas purchaser's market shall have increased or de-
creased, purchaser may file with the Commission prior to the 10th day of the month
a “Supplemental Nomination"™ showing the amount of gas the purchaser actuzlly in
good faith desires to purchase during the ensuing proration month from the Fulcher
Kntz-Pictured Cliffs Gas Pool, The Cormission shall hold a public hearing between
the 13th and 20th days of each month to determine the reasonable market demand for
gas from said pool for the ensuing proration month, and shall issue a proration
schedule setting out the amount of gas which each well may produce during the ensuing
proration month, %Supplemental Nominations" shall be submitted on Form C-121-A as
prescribed by the Commission,

Included in the monthly proration schedule shall be (a) a summary of the

" total pool allocation for that month showing nominations, and adjustments made for

underage or overage applied from a previous month, (b) a tabulation of the net allow-
able and production for the second preceding month together with a cumulative overage
or underage computation, {c) a tabulation of the current and net allowables for the

- preceding month, (d) a taoulatlon of current monthly allowsble for the ensuing proration

month, and {s) a tabulation of the acrcage and dsliveravililies wssigned each well, and

the factors assigned esch well for use in calculating individual well allowables. The
Commission shall include in the proration schedule the gas wells in the Fulcher Kutz-
Pictured Cliffs Pool delivering to a gas transportation facility, or lease gathering

"~ system, and shall inclede in the: proration schedule of said pool any well which the

Commission finds is being unreasonably discriminated against through denial of access
to a gas transportation facility which is reasonably capable of handling the type of
gas produced by such well, The total allowable to be allocated to said pool each
month shall be equal to the sum of the preliminary or supplemsntal nominations, whiche
ever is applicable, together with any adjustment which the Commission deems advisable,

If, during a proration month, the acreage assigned a well is increased, the

- operator shall notify the Secretary-Director in writing of such increase, The increased

allowable assigned the gas proration unit for the well shall become effective on the
first day of the month following receipt of the notification by the Director, All come
munications shall be mailed to the Director, at Box 871, Santa Fe, New Mexico,

RULE 9 The monthly gas allocation to the Fulcher Kutz-Pictured cliffu Gas Pool

shall be divided and allocated among the wells connected to a gas transportation. facility

in the following mannars

The product obtaincd by multiplying each well's acreage factor by the calculated
deliverability (expressed as MCF per day) for that well shall be known as the “AD®
factor for that well, The acreage factor shall be determined to the nearest hundredth
of a unit by dividing the acreage within the proration unit by 160, The ®AD® 'factor
shall’ be computed to the nearest whole unit.

A tentative allocation shall be wade by dividing aeventy—five percent (75%)
of the pool allocation among the wells in the proportion that each well's ®AD® factor

<
i
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bears to the sum of the "AD®* factors of ali wells in the podl,

The remaining twenty-five percent (25%) of the pool allocation shall be divided
among wells in the proportion that each well's acreage factor bears to the sum of the
acreage factors of all wells in the pool,

- When the tentative allowable received by a well is in excess of its known
producing ability, the well shall be classed as a marginal well and its allowable

- limited to its known producing ability, The sum of the difference between the tentative

allowables and the limited allowables of all marginal wells on tle proration schedule
shall be reallocated to the non-marginal wells by application of the same formula, If

-such reallocation shall result in placing any other well within the marginal classifica-

tion, the difference between the tentative allowable and the limited allowable of such
marginal well shall be redistributed by application of the same formula until no well
has received an allowable in excess of its known producing ability,

Any well having a calculated allowable less than that of the
largest allowable assigned a marginal well shall be assigned

an allowable equal to the largest marginal allowablé; provided
that the allowable so assigned shall not be greater than the
wellts ability to produce, If the allowable so assigned is
greater than the well's ability to produce, the well shall be
limited to its ability to produce., All wells with allowables so
assigned shall ‘be classified as marginal wells,

RULE 10° The caleculated deliverability at the 'dellverabllity pressureﬂ shall

-

be determined in-accordance with the provisions of Drder R=333=C.

Balnncing of Productiong

RULE 11l:. Underproductions The hours of 7 ofclock a, m.; Mo S. T.
February 1, and 7 ofclock a, m.y M, S. T., August 1, shall be known as balancing dates
and the periods of time bound by these dates shall be known as gas proration periods,
In order to effectively administer the prorationing of gas in the Fulcher Eutz-Pictured
Cliffs Pool, it is advisable to have a portion of each proration period include both
summer and winter months, Therefore, the first proration period shall commence of
March 1, 1955, and shall continue for a period of eleven months until February 1, 1956,
Future proration periods shall commence on the dates set out above, The amount of
current gas allowable remaining unproduced at the end of each proration period shall
be carried forward to and may be produced during the next succeeding proration period
in addition to the normal gas allowable for such succeeding periodg provided, however,
that whatever amount thereof is not made up within the first succeeding proration
period shall be cancelled.

If it appears that such continusd uhderproduction'has resuited froh‘inability
of the well to produce its allowable, it may be classified as a marginal well and its
allowable reduced to the level of the well's ability to produce, .

If, at the end of a proration period a marginal well has produced more than

-the total allowable assigned a non-marginal unit of corresponding size and deliverability,

such marginal wsll shall be reclassified as a non-marginal well and its allowablc pyCe
rated acﬂordlngly. : ‘

If, during a proration period a marginal well is reworked or recompleted in
such a2 manner that its productive capacity is increased to an sxtent that said well
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should be reclassified as a non-marginal well, the reclassification shall be effective
on the first day of the proratlon month following the date of recompletion,

 The Secretary—Director may reclassify a well at any time if production data

" or doliverability tests reflect the need for such reclassification.

RULE 12: Overproductions A w1l vhich has-produced a greatar amount of

' gas than was allowed during & given proration period shall have its allownblo for the

first succeeding proration period reduced by the amount of such overproduction and

such overproduction shall be made up within the first sucneeding proration period, If,
at any time, a well is overproduced an amount equiValent to six times its current mcnthly
allowable, said well shall be shut=in during t-hg current month.

The Commission nay allow overproduction to be made up at a Lesser rate than -

- would be the case if the well were completely shut-in if, upon public hearing after

due notice, it is shown that comple te shut—in of the uell would result in material

~ damage to said well,

Granting of Allowables:

RULE 133 No gas well shall be given an allowable until Form C-10L and Form
€-110 have been filed, together with a plat showing acro-ge attributed to said well
and the locations of all wells on the 1ease. :

RULE lh: Allowables to ne'.:ly compls sted gas wells s“all comrms‘ncc A

{&) | oh the dats of conmeciion o a gas transporivaibion xaculty, auch’
date to be determined from an affidavit furnished to the Con- .
mission (Box 697, Aztec, New Mexico) by the purchaaer,

(b) The latest filing date of Form C-loh, C-110 or the abovo
.. described plat, or

(e) ‘a date LS days prior to the dati ‘upon which the wcll's initial
deliverability and shut-in pressure test is reported to the
Commission on Form c-122 in conformance with +the provisiona

~ of R=-333-C, .
whichavar date is the later.

No well shall be assigned an allowable unless a deliverabllity test, or a

. potenf.ial test talesn in conformsnce with the provisioms of Order R-333-C has been

submitted,

. Doliverab;.lity tests shall be taken and calculated in confomnce with Order
R=333-C, the provisions of Rule 10 of this order and the testing schedule provision of
Ordor R‘333‘CQ

A change in a well's deliverability dus to retest or test after recompletion
or workover shall become effective the first of the month following receipt and -
approval of Form C-122-A for such test, Such tests shall be taken in accordanco with
Order 3‘333.00

- Deliverability tests taken during 195L shall be used in calculating allowables
for the proration period comencing March 1, 1955, Subsequent annual teste shall be
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used in calculating allowables for proration periods commencing during the next

ensuing year,

Reporting of Production:

RULE 15: The monthly gas production from each well shall be metered
separately and the production therefrom shall be reported to the Commission on Form
C-115, and such report shall be postmarked on or before the 2Lth day of the month
immediately following the month in which the gas reported was produced. The operator
shall show on such report the disposition of the gas produced, '

Each mxrchaser or taker of gas in the Fulcher Ruiz-Pictured Cliffs Gas Pool ghall

submit a report to the Commission, and such report shall be posimarked on oF befors

the 15th day of the month immediately following the month in which the gas was purchased
or taken; Such report shall be filed on either Form C-111 or Form C-11k, whichever is
applicable, and the wells shall be listed in approximatoly tho same order as thoy are

found listed on the proration’ schedulo.

Forms C-111 and C-llh as referred to herein shall be submitted triplicatc s the

original being sent to the Commission at Box 871, Santa Fe, New Mexico, remaining
~copies will be sent to Box 697, Astec, New Mexico and Box 20L5, Hobbz, New Hexico, ,

rcspectively. _ ‘
» " Forms C-115 shall be submt.tod in accordance with Rule 111l of the Con-
mie.sion's B.nles and Regulations, o

The full production of gas from egch well shall be charged against the well's
allowable regardless of the disposition of the gas; provided, however, that gas used

Eace

- in maintaining the producing ability of the well shall not be charged ngainst the allow-

able,
*® ag need in these rules, shall mean axw

e =

wtaker® of gas oit.h_er at tne wellhead or at any point on the lease where connection is -
made to facilitate the transportation or utiliszation of gas, It shall be the responsi-
bility of said ﬂtaker" to submit a nomination in accordance with Rules 7 and 8 of this

order,
RULE 17; No gas, oithor dry gas or casinghead gas, produced from the Fulcher

Kutz~Pictured Cliffs Gas Pool , except that gas used for ®drilling-in" purposes, shall
be flared or vented unless specif1cally suthorized by order of the commission aftcr

notice and hoaring.
SPECTAL RULES AND REGULATIONS

FOR THE A2TEC-PICTURED CLIFFS
GAS POOL :

Well Spacing and Acrnge Requirements for Driliing Tracts:

RULE 1: Any well drilled a distance of one mile or more from tho outer
boundary of the Aztoc-Pictured Cliffs Gas Pool shall be classified as a wildcat well,
“Any well drilled less than one mile -from the outer boundary of said pool shall be -
spaced, drilled, operated, and proraited in accordance with thc regulations in effect

in the Aztec-Pictured Cliffs Gas Pool,
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RULE 2: Each well drilled or recompleted within the Aztec-Pictured Cliffs
Gas Pool shall be located on a tract consisting of not less than a quarter section
approximately 160 surface contiguous acres substantially in the form of a square which
shall be a legal subdivision (quarter section) of the U, S, Public Land Surveys.

RULE 3: Any well drilled within the defined limits of the Aztec-Pictured Cliffs

AGas Pool 8hall be located on a designated drilling tract consisting of not less than a

quarter section which is a legal subdivision of the U. S. Public Lands Survey,- such
quarter section to contain approximately 160 surface ‘contiguous acres and tc be sub-

- stanbtially in the form of a square, Such well shall be located at least 990 feet from
" the outer boundary of said quarter section, provided, however, that a tolerance of

200 feet is pemssible.

B.ULE L3 The Secretary-Director of the Commission shall have authority to

~ grant exc eption to the requirements of Rules 2 and 3 where application has been filed

in due form and such exception is required because of conditions resulting from
previously drilled wells in the area or, in the case of Rule 3, ‘the neeessity for

- exception is based upon topographic ‘conditions,

Applicants shall furnish all operators of leases offsett.1ng the lease containing
subject well a copy of the application to the Commission, and applicant shall include
with his application a list of names and addresses of all such operators, together with -

a written statement that. all such operators have been properly notified by registered

mail, The Secretary-Director of the Commission shall wait at least 20 days before
approving any such exception, and shall approve such exception only in the absence of
objection of any offset operators, In the event an operator objects to the exception,
the Commission shall cons:Lder the matter only after proper mtice and hearing,

RUIE S: The pmvinion of Statewids Rule 10k, Pa’"gf‘p“ {k}, shail not apply

‘to the A"’F.-?—z c-Pictured Cliffs Gas Pool,

Gas Proration and Allocations

_(A) The acreage allocated to a gas well for proration purposes
shall be E aa the gas proration unit for that well. For the purpose of gas alloca-
tion in the Aztec-Pictured Cliffs Gas Pool, a standard proration unit shall consist of
appraxiaately 160 surface contiguous acres substantially in the form of a square which
shall be a legal subdivision (quarter-section) of the U, S. Public Land Survey; provided,
however, that a non-atandard unit may be formed after notice and hearing by the Com-
mission or under the provisions of Paragraph (B) of this Rule.

The allowable productiion from any non-standard gas

proration unit as compared with the allowsble production
therefrom if such tract were a staadard unit shall be in

the ratio which the area of the non-standard proration unit

. bears to a standard proration unit of 160 acres, subject to
the provisions of Rule 9 of this order, Any gas proration
unit containing between 150 and 162 ‘acres shall be considered
to ‘contain 160 acres for the purpose of computing ailowables,

(B) The Secretary of the Commission shall have authority to grant
an exception to Rule 6 (A) without Notice and Hearing wvhere application has been '
filed in due form and where the following facts exist and the following provisions are
complied with: _
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1. The proposed non-standard proration unit consists
of lass than 160 acres or where the unorthodox size or
shape of the tract is due to a variation in legal sub-
division of the U. S, Public Land Surveys,

2. The non-standard gas proration unit consists of
contiguous quarter-quarter sections and/or lots.

3. The non-standard gas proration unit lies wholly within
a single governmental section,

li. The entire non-standard gas proration unit may reason-
ably be presumed to be productive of gas,

S. The applicant presents uritten consent in the form of
' Haivers froms

(a) ALl operators owning interests in the section
in which any part of the non-standard gas proration
unit is sityated and which acreage is not mcluded in
said non-standard gas proration unit,

() All o_perators owning interests: in acreage
offsetting the nqn-standard unit,

6. In lieu of paragraph S of this rule, the applicant may

- furnish proof of the fact that said offset operators were
notified by registered mail of his intent to form such non-
standard gas proration unit., The Secretary of the Com-
'mission may approve the application if, after a period of
30 days following the mailing of said notice, no operator
has made objection to formation of such non-standard gas
proration unit,

BULE 73 At least 30 days prior to the beginning of each gas proration perlod,
the CommIssion shall hold a hearing after due notice has been given, The Commission
- shall cause to be submltted by each gas purchaser ‘Wpreliminary Nominations® of that
the gpsning proration period, by months, from the Aztec-?ictured Cliffs Gas Pool.
The Coumission-chall consider the "Preliminary Nominations® of purchasers, actual
production, and such other factors as may be deemed applicable in determining the
amount of gas that may be produced without waste from said pool within the ensuing
proratiop period. 'Prelininary Nominations® shall be submittéd on Form C-121=p as
.prescribed by the Commi ssion,

RULE 8: In the event a gas purchaser's market shall have increased or

decreasea, purchaser may file with the Commission prior to the 10th day of the month

a "Supplemental Nomination® showing the amount of gas the purchaser actually in good
faitb desires to purchase during the ensuing proration month from the Aztec-Pictured
Cliffs Gas Pool, The Commission shall hold a public hearing between the 13th and
20th days of each month to determine the reasonable market demand for gas from said
pool for thé ensuing proration month, and shall issue a proration schedule setting out
the amount of gas which each well may produce during the ensuing proration month,
_'Supplemental Nominations' shall be submitted on Form C-l?l-; as prescribed by the
Gonmission.
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Included in the monthly proration schedule shall be (a) a summary of the
total pool allocation for that month showing nominations, and adjustments made for
underage or overage applied from a previous month, (b) a tabulation of the net aliow-
able and production for the second preceding month together with a cumulative over-
age or ‘underage - nnmlﬁgt'nnn (e¢) 2 tabulation of the current and ret allowables for the
preceding month, (d) a tabulation of current monthly allowable for the ensuing proration
month, and (e) a tabulation of the acreage and deliverabilities assigned each well, and
the factors assigned each well for use in calculating individual well allowables, The
‘Commission shall include in the proratlon schedule the gas wells in the Aztec-Pictured
Cliffs Pool delivering to a gas transportation facility, or lease gathering system, and
shall include in the proration schedule of said pool any well which the Commission finds
is being unreasonably discriminated against through denial of access to a gas trans- ’
portation facility which is reasonably capable of handling the: type of gas produced by
such well, The total allowable to be allocated to said pool each month shall be equal
to the sum of the preliminary or supplemental nominati ons, whichsver is applicable '
" together with any adjustment which the Comussion deems advisable,

1f, durlng a proration month, the acreage assigned a well is increased, the
operator shall notify the Secretary-Director in writing of such increase. The increased
allowable assigned the gas proration unit for the well shall become effective on the
first day of the month following receipt of the notification by the Director. All com=
mun.cstions shall be mailed to the Director, at Box 871, Santa Fe, New Mexico. -

RULE 9: The mcnthly gas allocation to the Aztec-Pictured Cldfs Gas Pool .
shall be divided and allocated among the wells connected to a gas transportation facility
in the following manners )

The Product obtained by multiplying each well's acreage factor by the
calculated deliverability :(expressed as MCF per day) for that well shall be known as
the WAD* factor for that well, The acreage factor shall be determined to the nearest
~ hundredth of a unit by dividing the acreage within the proration unit by 160. The WAD®
factor shall be computed to the nearest whole unit,

A tentative allocation shall be made by dividing seventy-»five percent (75‘)
of the pool allocation among the wells in the proportion that each well's ®AD* factor
bears to the sum of the "pDe factors of all wells in the pool,

_The remaining twenty-five percent (25%) of the pool allocation'chall be divided
among wells in the proportion that each well's acreage factor bears to the sum of the
acreage factors of all wells in the pool,

Hhen tln tentative allowable recelved by a well i3 in excess of its known
producing ability, the well shall be classed as a: marginal well and its allowable limited
to its known producing ability. The sum of the difference between the tentative allow-.
gbles and the limited allowables of all marginal wells on the proration schedule shall
be reallocated to the non-marginal wells by application of the same formula, If such
reallocation sall result in placing any other well within the marginal classification,
the difference between the tentative allowable and the limited allowable of such marginal
well shall be redistributed by application of the same formula until no well has received
an allowable in excess of its known producing ab‘lity,

Any well having a calculated allowable less than that of the largest allowable
assigred a marginal well shall be assigned an allowable equal to ihe largesi marginal
allowable; provided that the allowable so assigned shall not be greater than the well's
ability to produce, If the allowable so assigned is greater than the well's ability to -~
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produce, the well shall be limited to its ability to produce, All wells with allowables
s0 assigned shall be classified as margina) wells,

RULE 10¢ The calculated deliverability at the ®deliverability pressure®
shall be determined in accordance with the provisions of Order R-333-C.

Balancing of Production:

ROLE 11 Underproductiom The hours of 7 o'clock a, My M. S. T,
) February T, and 7 olclock 2, m.; M. 5. T.; August 1, shall be known ss balancing
dates and the’ perious of time bound by these dates shall be known as-gas proration
periods. In order to effectively administer the prorationing of gas in the Aztec-
Pictured Cliffs Pool, it is advisable to have a portion of each proration period include
both summer and winter months, Therefore, the first proration period shall commence

* on March 1, 1955, and shall contimue for a period of eleven months until February 1,
1956, Future proration periods -shall commence on the dates set out above, The amount

of current gas-allowable remaining unproduced at the end of sach proration period shall

- be carried forward to and may be produced during the next succeeding proration period

in addition to the normal gas allowable for such succeeding peried; provided, however,

that whatever emount thereof is not made up within the first succeeding proration.
period shall be r:ancelled. )

If it appears that such continued underproduction has resulted from inability

~of the well to produce its allowlble, it may be classified as a marginal well and its

allowable reduced to the level of the well's ability to produce,

If, at the end of a proration period a marginal well has produced more than

- the t;otal allowable assigned a non-marginal unit of corrosponding size and deliverability.

such marginal wsll shall be reclassified as 2 non-marginal well and its a_llowable
prorated accordi.ngly. '

If, during a proratlon period a marginal well is reworked or racomploted
in such s uannar that its productive capacity is increased to an extent that said
well should be reclassified as a non-marginal well, the reclassification shall be :
eftective on the first day of the proration month follouing the date of recompletion,

The Secretary-nimctor may reclasaify & well at any time if production

“data or deliverability tests reflect the need for such reclassification.

RUI.I 12: Overproductions A well which has produced a greater amount .
of gas than wasz allowed during a given proration period shall have its allowable for
the first anccoeding proration period reduced by the amount of such overproduction
and such overproduction shall be made up within the first succeeding proration psriod,
If, at any time, a well is overproduced an amount equivalent to six times its current
monthly allowable, said well shall be shut-in during the current mnth.

The Commission may allow overproduction to be made up at a leaaer rate
than would be the case if the well were complstely shut-in if, upon public hearing

after dus notice, it is shown that complete shut-in of the well would result in material
damage to said well,

Granting of Allowtblosz

RULE 13: No gas well shall be given an allowable until Form 0-1014 and
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Form C-110 have been filed, together with a plat showing acresge attributed to =aid
well and the locations of sll wells on the lease,

~ RULE lh: Kllowables o newly completed gas wells shall commence

{(a) on the date of connection to a gas transportation
facility, such date to be determined from an affidavit
furnished to the Commission (Box 6y7, Aztec, New -
Mexico) by the purchaser,

(b) the lstest filing date of Form c-1oh, C-110 or the
above described plat, or

(c) a date L5 days prior to the date upon which the well's
initial deliverability and shut-in pressuré test is reported
to the Commission on Form C-122-& in conformance with the
.provisiona of R-333-c,

whichever dste is the later,

No well shall be assigned an ailowable unless a deliverability test, taken

in conformance with the provisions of Ordsr R-333-C has been submitted,

Deliverability tests shall be taken and calculsted in conformance with Oz»"der

- R=333=C, the provisions of Rule 10 of this order and the testing schedule provisions

of Order R-333-C,

A cha,nge' in a iells deliverability due to retest or test af‘ter-recompletisn

or workover shall becoms effective the first of the month following receipt and approval -

of Form C-122-4 for such test, Such tests shall be taken in accordance with Order
R-333-C,

Deliverebility tests taken during 195h shall be used in calculating allowables
for the proration period commencing March 1, 1955. Subsequent annual tests shall be
used in calculaving ello\nbles for proration periods commencing during the next ensuing
Year,

Reporting of ?rod:ctions

RULE 15: The monthly gas production from each well shall be metered
separately and the production therefrom shall be reported to the Commission on Form
C-115, and such report shall be postmarked on or before the 2Lith day of the month
immediately following the month in which the gas reported was produced. The operator
shall chow on such report the disposition of tha gas produoed.

Each purchaser or taker of gas in the Aztec Pictured Cliffs Gas Pool shall
submit a report to the Commission, aud such report shall be poatmarked on or before
the 15th day of the month immediately following the month in which the gas was purcaased
or taken, Such report shall be filed on Form C-111 or Form C-1lk, whichever is uppii-
cable, and the wells shall be listed in approximately the sam¢ ordsr as they are found
listed on the proration schedule,

Forms C-111 and G-llh as referred to herein shall be submitted in triplicate ’
the original being sent to the Commission at Box 871, Santa Fe, New Mexico, remaining
copies will be sent to Box 697, Aztec, New Mexico and Box 2045, Hobbs, New Hexico,
req:ectively.
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Forms C-115 shall be submitted in accordance with Rule 111l of the Commissioh's
Rules and Regulations,

A The full production of gas from each »¢ll shall be charged against the well's
allowable regardless of the disposition of the gas; provided, however, that gas used .
in maintaining the producing ability of the well shnll not be charged agnnat the
allowable. S

RULE 16: The torm "gas purchaser® as used in these rules, shall mean any “gakers
of gas eIther at the wellhead or at any point on the lease where connsction is made to
facilitate the transportation or utilization of gas, It shall be the responsibility
of said “taker® to submit a nomination :I.n accordance with Rules 7 and 8 of this ordor.

. RULE 17: No gas, either dry gas or casinghead gas; produced from the Aztec-
Pictured L.I.Irfs Gas Pool, except that gas used for "drilling-in% purposes, shall be
flared or vented unless spoclﬁ.cally authorized by Ordnr of the Commission after notico

~ and hearing,

SPECIAL RULES AND REGULATIONS
FOR THE SOUTH BLANCO-PICTURED CLIFFS
GAS POOI. '

Well Spacing. and Acreage Requirements for Drillig&'l‘racts:

" RULE 13 Any well drilled a distance of one mile or more from the outer boundary
of the Sou tTh Planco-Pictured Cliffs Gas Pool shall be classified as a wildcat well,
Any well drilled less than one mile from the outer boundary of said pool shall be spaced,
drilled, operated and prorated in accordance with the regulations in effect in the South
Blanco-Pictured Cliffs Gas Pool,

RUI.E 2: Each uall drilled or recompleted within the South Blanco-Pictured Cliffs

“Gas Pool shall be located on a tract consisting of not less than a quarter section of

approximately 160 surface contiguovs acres substantially in the form of a square which
shall be a legal subdivision (quarter section) of the U, S. Public Land Surveys,

RULE 3: %Any well drilled within the defined limits of the South Blanco-
Pictured CIliffs Gas Pool shall be located on a designated drilling tract consisting of
not less than a quarter section which is a legal subdivision of the U. 8. Public Lands
Survey, such quarter section to contain approximately 160 surface contiguous acres and
to be substantially in the form of a square. Such well shall be located at least 990
feet from the outer boundary of said quarter section, provided, however, that a
tolerance of 200 feetl is pemissihle o

RULE Ui The Secretary—l)irector of the Commission shall have authority to grant
exception to the requirements of Rules 2 and 3 where application has been filed in due
form and such exception is required because of conditions resulting from previously
drilled wells in the area or, in the case of Rule 3, the neceasit.y for exception is
based upon topographic conditions.

: Applicants shall furnish all operators of leases offsetting the lease containing
subject well a copy of the application to the Commission, and applicant shall include
with his application a 1list of names and addresses of all such operators, together with
& written statemsnt that all such operators have been properly notified by registered
mail, The Secretary-Director of the Commission shall wait at least 20 days before
approving any such exceptiori, and shall approve such exception only in the absence of
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objection of any offset operators, In the event an operator obJjects to the exception,
the Commission shall consider the matter only after proper notice and hearing,

RUIE S: The provision of Statewlde Rule J.Oh, Paragraph (k) 5 shall not apply

- to the South Elanco-Pictured Cliffs Gas Pool.

| Gas Proration and mocation°

. RULE Ot \A) The acreage aliocated Lo a gds well for prorabion purposes
shall be known as the gas proration unit for that well, For the purpose of gas alloca-

‘tion in the South Blanco-Pictured Cliffs Gas Pool s & standard proration unit shall

consist of approximately 160 surface contiguous acres substantially in the form of a
square which shall be a legal subdivision (quarter-section) of the U, S. Public Land
Survey; provided, however, that a non-standard proration unit may be formed after ,
notice and hearing by the Commission or under the provisions of Paragraph (B) of this

'Rnle.

Tln allowable production from aqy non-standard gas proration unit as co-pared
with the allowable production therefrom if such tract were a standard unit shall be in the

“ ratio which the area of the non-standard proration unit bears to a standard proration

unit of 160 acres, subject to the provisions of Rule 9 of this order, Any gas proration
unit containing between 158 and 162 acres EEaIl "be conzldered to contain 160 acres for

" the purpose of computing allowables,

- (B) The Secretary of the Commission shall have authority to grant an-
exception to Rule 6 {a) without Notice and Hearing where application haes been filed in
due - form and where the follmdng facts ex:l.st and the follouing provisiona are conplied

uith:

l. The proposed non-atandard proration

unit consists of less than 160 acres or where
the unorthodox sise or shape of the tract is
due to a variation in legal subdivision of the
U, S, Public Land Snrveys. i

2, The non-stmdard gas proration unit consists
of contiguous quarter-quarter sections and/or
1ots.

3. The non-standard gas proration unit lies
wholly within a single governmental section.

i, The entire non-standard gas proration
unit may reasonably be presuned to be pro-
duetive of gas,

5. The applicant presents written consent in
‘the form of waivers from: .

(a) all operators owning interests in

the section in which any part of the non-
standard gas proration unit is situated
and which acreage is not included in said
non-standard gas proration unit,
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(b} all operators owning interests in acreage
offsetting the non-standard unit,

6. 1In lieu of paragraph 5 of this rule, the applicant

- may furnish proof of the fact that said offset operators
were notified by registered mail of his intent to form
such non-standard gas proration unit,: The Secretary
of the Commission may approve the application if, after
a period of 30 days following the mailing of said notice,
no operator has made objection to formation of such non-
standard gas proration unit.

RUIE 7: At least. 30 days prior to the beginning of each gas proration period,
the CommIssion shall hold a hearing after due notice has been given, The Commission

- shall cause to be submitted by each gas purchaser "Prelminary Nominations® of that

quantity of gas which each purchaser in good faith actually desires to purchase within
the ensuing proration period, by months, from the South Blanco-Pictured Cliffs Gas
Pool., The Commission shall consider the ®Preliminary Nominations® of purchasers,
actual production, and such other factors as may be deemed applicable in determining
the amount of gas that may be produced without waste from said pool within the ensuing
proration period, "Preliminary Nominations® shall be submitted on Form C-121-A as

", prescribed by the Commission,

RUIE 8:. In the event a zas purchaser's market shall have 1ncreased or decreased,
purchaser T may file with the Commission prior to the 10th day of the month a “Supplemental
Nomination® showing the amount of gas the purchaser actually in good faith desires to

purchase during the ensuing proration month from the South Blanco-Pictured Cliffs Gas Pool,
The Commission shall hold a public hearing between the 13th and 20th days of each month to - .

determine the reasonable market demand for gas from said pool for the ensuing proration
month, and shall issue a proration schedule setting out the amount of gas which each well

‘may produce during the ensuing proration month, ®Supplemental Nominatxons" shall be
‘submitted on Form C-121-A as prescribed by the Commission,

Included in the monthly prox;ation schedule shall be (a) a summary of the total
pool allocation for that month showing nominations, and adjustments made for underage
or overage applied from a previous month, (b) a tsbulation of the net allowable and

_ production for the second preceding month together with a cumulative overage or underage

computation, (e¢) a tabulation of the current and net allowables for the preceding month,
(d) a tabulation of current monthly allowable for the ensuing proration month, and (e)

a tabulation of the acreage and deliverabilities assigned each well, and the factors
assigned each well for use in calculating individual well allowables, The Commission
shall include in the pmration schedule the gas wells in the South Blanco-Pictured Cliffs

Pool delivering to a gas transportation facility, or lease gathering system, and shall

include in the proration schedule of said pool any well which the Commission finds is

_being \mreasonably discriminated against through denial of access tc a gas transportation

facility which is reasonably capable of handling the type of gas produced by such well,
The total allowable to be allocated to said pool each month shall be equal to the sum

~of the preliminary or supplemental nominations, whichever is applicable together with

any adjustment shich the Commission deems advisable,

; If, during a proration month, the acreage assigned a well is increased, the
operator shall notify the Secretary-Director in writing of such increase, The increased
allowable assigned the gas proration unit for the well shall become effective on the
first day of the month following receipt of the notification by the Director., All
Communications shall be mailed to the Director, at Box 871, Santa Fe, New Mexico,
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RULE 93 The monthly gas allocation to the South Blanco-Pictured Cliffs Gas Pool
shall be divided and allocated among the wells connected to a gas transportation
facility in the following mabner:

The product cbtained by multiplying each wellt's acreage factor by the calculated
deliverability (expressed as MCF per day) for that well shall be known as the wAD®
factor for that well, The acreage factor shall be determined to the nearest hundredth

shall be computed to the nearest whole unit,

, i tentative allocation shall be made by dlviding seventy-five percent (75%) of

the pool allocation among the wells in the proportion that each well®s “WAD® factor bears
to the sum of the “AD® factors of all wells in the pool, ‘ :

- The remaining tuenty-five percent (25%) of the pool allocation shall be divided

: amng wells in the proportion that each well's acreage factor bears to the sum of the

acreage factors or all wells in the pool,

ﬂlen the tentative sllowable received by a well is in excess of its known
producing ability, the well shall be classed as a marginal well and its allowable
linmited to its known producing ability, The sum of the difference between the tentative

- allowables and the limited allowables of all marginal wells on the proration schedule

shall be reallocated to the non-marginal wells by application of the same formula., If
such reallocation shall result in placing any other well within the marginal classz.fication,

‘the difference between the tentative allowable and the limited allowable of such marginal

well shall be redistributed by application of the same formula until no well has received

. an allowable m uoess of its knom producing cbility.

S ny well having acalculaud allowable less than that of the largest allowabls
aasigmed a marginal well shall be assigned an allowable equal to the largest marginal
allowsble; provided that the allowable so assigned shall not be greater than the well's
ability to produce, If the allowable s0 assigned is greater than the well's ability

+to produce, the well shall be limited to its ability to produce, &ll wells with allow-

ablag so assigwd shall be classified as marginal ualls.

RULE 10: The calculated deliverability at the ®deliverability pressure® shall

‘ ‘be doteFiI d in accordance with the provisions of Order R-333-C.

Btlami_ng of Production;

- RULE 113 Underproductions The hours of 7 o'clock a, m., M, S, ‘1‘., February 1,
and 7 o'clock a, m., M, S. T., August 1, shall be known as balancing dates and the

periods of time bound by these dates shall be known as gas proration periods, In order

to effectively administer the prorationing of gas in the South Blanco-Pictured Cliffs Pool,
it is advisable to have a portion of each proration period include both summer and winter
months, Therefore, the first proration period shall commence on March 1, 1955, and shall
continue for a period of eleven maiths until February 1, 1956, Future proration periods
shall commence on the dates set out above, The amount of current gas allowable remaining
unproduced at the end of each proration period shall be carried forward to and may be '

- produced during the next succeeding proration period in addition to the normal gas

allowable for such succeeding period; provided, however, that whatever amount thereof 15
not made up within the first succeeding proration period shall be cancelled,

If-it appears thqt such continued underproduction has resulted from imbility of
the well to produce its allowable, it may be classified as a marginal well and its
allowable reduced to the level of the well's ability to produce.
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If, at the end of a proration period a marginal well has prcduced more than
the total allowable assigned a non-marginal unit of correspording size and deliverability,

such marginal well shall be reclassified as a non-marginal well and its allowable pro-
rated accordingly.

If dnring a proration period a marginal well is reworked or recompleted in
~ such a manr2y that its productive capacity is increased to an extent that said well
should be reclassified as a non-marginal well, the reclassification shall be effective
on the first dzy of the proration month followmg the date of recompletion,

The Secretary—Direct-or may reclassify a well at any time if productlon data
_or deliverability tests reflect the need for such reclass:.fication.

RULE 12: Overproductions A well ﬁich has produced a grcaber amount of gas
than was allowed during a given proration period shall have its allowable for the
first succeeding proration period reduced by the amount of such overproduction and
such overproduction shall be made up within the first succeeding proration period,
If, at any time, a well is overproduced an amount equivalent to six times its current
monthly allowable, said well shall be shut-in during the current month,

The Commission may allow dferprodﬁct:.on to be made up at a lesser rate:fhan
would be the case if the well were completely shut-in if, upon public hearing after dus

notice, it is shown that complete shut-in of the well wuld result in material damage
- to said well,

Gran tix;g__of Allowables 3

" RULE 13: Ro gas well shall be given an allowable until Form Calob and Forn
C-110 have been filed, together with a plat showing acreage attributed to said well
and the locations of all wells on the lease,

RULE 1lhs: Allowables to newly completed gas uelis shall commence .

(a)-on the date of connection to a gas transportation
facility, such date to be determined from an affidavit

furnished to the Commission (Box 697, Aztec, N, M,)
by the purchaser,

(b) the latest filing date of Form C-104, C-llO or the
above described plat; or

, (c) a date ks days prior to the date upon which the
well's initial deliverability and shut-in pressure test
is reported to the Commission on Form C-122-4A in
conformance with the provisions of R-333-C,

whichever date is the later,

No well shall be assigned an allowable unless a deliverability test, or a

potential test taken in conformance with the pronsions of Order R=-333-C has been
submitted.

Deliverability tests shall be taken aid calculated in conformance with Order

R-333-C, the provisions of Rule. 10 of this order and the testing schedule proviaiom
Of Order R-BBB‘CO ’
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A change in a wells deliverability due to retest or test after recompletion
or workover shall become effective the first of the month following receipt and
approval of Form C-122-A for such test, Such tests shall be taken in accordance with
Order R‘333‘CQ . ‘ .

Deliverability tests taken during 195} shall be used in calculating allowables
for the proration period commencing March 1, 1955, Subsequent annual tests shall be
used in calculating allowables for proration periods commencing during the nert
ensuing year,: .

Reporting of Productiono o

RULE_ 153 The monthly gas production from each well shall be metered separately
and the production therefrom shall be reported to the Commission on Form C-115, and
such report srall be postmarked on or before the 2Lth day. of the month immediately
following the month in vhich the gas reported was produced, Thc operator shall ahow on
such report the dlspOSition of the gas produced. ,

Each purchaser or taker of gas in the SOuth Blanco-Pictured Cliffs Gas Pool
shall submit & report to the Commission ‘and such report shall be postmarked on or
before the 15th day of the month immediately following the month in which the gas was
purchased or taken, Such report .shall be filed on either Form C-111 or Form C-11),
whichever is applicable, and the wells shall be listed in approximately the same order
as they are found listed on the proration schedule,

Forms C-lll and C-11l; as referred to herein shall be submtted in triplicate,
the original being sent to the Commission at Box 871, Santa Fe, New Mexico, remaining
copies will be gent to Box 697, Aztec, New Mexico and on 20).;5 » Hobbs, New Mexico,

- respectively,

Forms C-115 shall be submitted in accordance with Rule 111k of the Commission'c
Rules and Regulutions.

The full production of gas from each well shall be charged againat the ucll'l

- allowable regardless of the disposition of the gas; provided, however, that gas used

in maintaining the. producing ability of the well shall not be charged agsinst the allow-
able.

RULE 163 The term “gas purchaser® as used in these rules, shall mean any "taker'
of gas either at the wellhead or at any point on the leass where connection is made
to facilitate the transportation or utilization of gas, It shall be the responsibility
of said "taker® to submit a nomination in accordance with Rules 7 and 8 of this order,

RULE 17: No gas, either dry gas or casinghead gas, produced from the South

‘Blanco-Blctured Cliffs Gas Pool s except that gas used for “drilling-in% purposes,

shall be flared or vented unless specifically authorized by order of the Commission
after notice and hearing,

The following provisions shall apply to the Aztec Pictured Cliffs Gas Pool,
the Fulcher Kutz-Pictured Cliffs Gas’ Pool and the South Blanco<Pictured Cliffs Gas
Pool.

PROVIDED FURTHER, That in filing Form C-lOl, 'Notice of Intention to Drill
or Recomplete¥, or USGS Form 9-331-:, (whichever is applicable) , all operators shall
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strictly comply with the applicable provisions of Rule 104 (b), Accompanying the
above form shall be a plat of the acreage contained in the proration unit, together

with a complete list of all working interest owners demgnatmg the acreage they hold
within the communitized area dedicated to the well,

PROVIIED FURTHER, That failure tc comply with the provisions of this order or
the rules contained herein shall result in the cancellation of allowable assigned to
the affected well, No further allowable shall be assigned to the affected well until

all rules and regulations are complied with. The Secretary-Director shall notify the

...operator of the well and the purchaser, in wrlting, of the date of illowable camellation '

énd the reason therefor.

PROVIDED FUR['RER, 'I‘hat all transporters of gas or users of gas shall furnish
connection notices to the Commission in accordance with the provisions of Rule 1h, as
soon as possible after the date of connection,

DONE at Santa Fe, New Maxico on the day and year hereinabove dss:.gnat.ed.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

JOHN F. SIMMS, Chairman
E. S. WALKER, Member

W. B. MACEY, Member and Secretary
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DIRECT CROSS REDIRECT RECROSS

L. G. Stearns - 5 8 8 8
, 13 1

Robert L. Maddox 15 17 ,
23 (Conttd)

Albert A.‘Greer  2l 30 sk
' * 29 (Conttd)

Robert L. Maddox (Recalled) S
) ‘Mr. Gooley - 61 63 (Conttd)

DEARNLEY - MEIER & ASSOCIATES
: GERERAL LAW RESORTERS i
ALBUQUERQUE. NEwW MeXico
Phone CHapel 3-6691
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body cantt be first. So, after Case 1461 we will take a very short

Bef0dn A

OIL CONSmRVATION
SARNYA ¥&E, oW |
FAY 23, 19!

oo

OMHI S5 IOk
Z3AICO
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TH WHE MATTER OF

e we

Application of A. A. Greer, et al., for:
an exception to the acreage factors es-:
tablishod by Order no. R=555-C for cer=: .
_ tain wells in-San Juan County, iew ilex-:
ico. Applicent, in the above-siyled :
cause, seeiks an order granting an ox-
ception to the acrecage factors provided:
in the Special Rules and Reguliations :
for the Aztec-Pictbured Cliffs (as Pool :
and Fulcher Kutz-Pictuced Cliff{s Gas :
Pool, as seb forth in. Order Ho. R=-565-C:

CASE HO. 1l61

for one well in the Aziec-Pictured
Cliffs Gas Fool and eigiit wellg in the
Fulcher Kutz-Pictured Cliffs Gas Pool
which were drilled on [[0-acre spacing
prior to the esbtablishment of 160-acre
spacing in the aforementioned pools.

Elvis A. Utz, Zxaminer

PROCE®XDINGS

—— — — . — — -

TRANSCRIPH oOF
MR. U¥Z: ‘[fae hearing wiil come to order, please. - Tho -

Examiner realizes that a number of you have itime pnroblems here.

The Tfact remains that too many people have time problems and every-

Case 1463, and then we  will go back in order. ‘the next case after
that will be Case 1L)3, wuhich is the Ambassador case. We will do

the best we can to get you out as fast as we can.

DEARNLEY - MEIER & ASSOCIATES
) GENERAL LAW REPORTEARS
. ALBUQUERQUE. NEw MEXICO
Phene CHapel 3-6691
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order there at all, the wells covered by tThis application were
" and such drilling uas, of course, at that time in all respectas

for any order agalnsi il, and theon on June 22nd, 1943, the Commisad
. . . -~ - - !- N

Paragraph E it provided to the following effect, that "for wells

herecafter drilled, a genoral spacing paetern of one centrally lo-

A A

IR+ PALu:  Applleavion ol 4L L. Greer, et al., for an
exception Lo the acreage facbors establisned by Order Wo. R=505-C
Tor ceritain wells in San Juan County, liewu lexico.

IR VERITY: George Verity, ap?earing Tor the qpplicants.

M. BUELL: Guy @uell), for Pan Americen Potrcleum Corporg-

o
o
5
»

}B; Utz Anonther appearapcés in this case? If not,
the proponents may proceed.” |

M. VERIYY: Your ﬂonor, this apgplication is Tor an ex-
oeption to the acreage attribution factor of Grder No. Rf565-0 and
a sequence order of A, B andvc._ 1:fhink C is the one that is act-
ually applicable. - The situation.in oun Juan County Pictured CliffS

formation is such that prior to the time that there was any spacing

drilled on tracts of less than 1560 acres, many of them on L0 acres

. '

proper. There wag no order . against 1t -- there was no appllcation

ion promulgated Ordor ‘iio. 748, which order -- and 1f there are no
objections, I want to introduce a copy of it at this time into evig
dence or make reference into the record which Ocder in Paragraph &

4

well generally, which order madc a 150~acre spacing unit and in

cated well on a unit of 160 acres, substantlally in the shape of a

‘_/

DEARNLEY - MEIER & ASSOCIATES
" GENERAL L.AW REFORTERS
ALBUQUERQUE. NEW MEXICO
Phone CHopel 3-6691
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‘previously pointed out was -‘June 22nd, 194G. ALl of tho wolls bhal

‘and subsequent to thal and on the 23rd of bDeceuber, 193l tho Cone

tion factor of 1 becoause tLhe ponalby puba bnups down inbo a bruckoH

flooded out. I wanl to inivrohiey, 110 Lhoro i so objectlon, both

— )

sguare, 1s reauired to protect tie egualities of thosze having ine-

. PN

terests in the wells heretofore ¢rilled on LiQ0-acre Lractve, fov

i._

wnich general spacing pattern the vooling of ovroverivics gaonld do

cncouraged wien necessary.’

iow, you will notice, Your Konor, thail it ovoints ouv thatl

. -

nat is for wells hereafter drilled; the date of such oreer, on I

are covered by this application were drilled prioe Lo .thal Line

-y - 4

z

mission promulgated Order ¥o. R-565 and at this junciurc come nlo:

and penalized the wells that werc proviously drilled Lawiully nnd

legally on lé0-acres by esteblishing a set of field rules which mdde

an acresge abtribution factor of 1 for L300 acrug o a well wltn
150 acres and a factor of 1560 dividod into (e mmrbupr of acwess i
it was less than that. =zou, curvcinbly anag presontly all of bhe:

wells that we have specifically designnied in our twuplicaiblon, us

well as many other wells in tie pool, n5s well sz n Jew obhor woll:

in the pool, cannot continuc co operabe wibh o acresye abttelbu-

normal procedure is bthabt Lhaoy ovorproduco, Lhoen Lho well musy be

shut in and it Just cantt bu slartoed ap asndn boeenuso 1t has

this copy of Rule 74 and copy of Oqvoe (hl and Oeder R=-565-0 and

S

call as a witness [r. Loon ohogccos,.

of allowable. - Wherc Soulhorn uition Gun Conouny producos thom, thd -

fpey

fleAanni ey MBI i ARGODCIATLS
GEHIHAY § AW IO rOin e iy
ALtuaueiQur Mrw Mrxice
© Phone CHapul 3.669]
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~“of Sectlon 29, ouwnship 30 Worth, Range 12 Vest?

. Ul'4:  Tou wsnt Ordor X-005-0 as sxhioltd 3.
o ] N
PR, VERITY: And fid.as sybaioil oA

I L VLA T O
lta '(J - “L)'.Lz.n'"t;L.’nL),

called as a witness, naving becn {irast duly

e o

fied as follows:

DIRLCT BAMINATION

Will you state your name, please?
L+ G+ Stearns.
¢ Mr. Stearns, are-you g pariner in the BMHS

A Yhat's right.

sworn on oath, test

e
t

Company?

@ PDoes that partnersnip operalbe the SBrown no. L Well lo-

cated in the northeast, southeast of Sectvion 30, Towaship 30 Hortl

Range 12 West?

A Thaf's ?ight.‘

@ And the Brown Ko. 2 located in the

A hat's right.

8] ThGIWyper flo. 2, located in the southuast,
30¢£15n 29, 30 North, 12 West?

A That's right.

Q And did you previously operaie thoe (aopp Ho.
southuest northwest of 29,E3O“Nocth, 172 Wost?

A That's correct,

soucnwe at, soubhwesi

southweaast of

1L in tho

DEARNLEY - MEIER & ASSOCIATES
GENERAL Law R¥PCGHTERE
s ALBUQUERQUE, NEW MEXICC
~ : Phone CHaps! 3-6691
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¢  Whai is the monthly capecily of Thosce welle?
£ A At the present tine?
2 At the present tinme.
A 'weli, at-the preseﬁi Timo, . tnres’ of thgﬁ - two ol tnem
afe dead and on9 is producing and ghe i1 -plupgpsed.

| 2 Tﬁo HWyper lo. é is produoing?

A Thatts correct.

: Q' Whet is it»capablo of waking?

A Veoll, last monith during thg period that’we we?oralléuéd
to produce, bvefore woe went over our allowsble, 1t made two‘mil;ion,’
éix hundrod. ‘

QJ And thait!'s wide open flow?v

A That's rimv. )

b Q Kow, you say threce of these wells are not nouw producing.
Pell us about the Cdpp No; 1, if vou will, please. —

A Woll, it was -~ we were ovor-produced, and under that
acreapo wo -hiavae juat‘forty acres and e had to éhut it in.and:it we s
ghut .in Lfor six ov Qighf ﬂonths»gnd ﬁhoée old’wélls ndturaliy’maké
a mnallbamount Qf water, and 11 jou ére not p%oducing them more df
lass stoadlly, thoy just po to watev. | I

@ Attor that woll was ghut in, did you iry to start it again?

A Tﬁat‘s_vight, tried to start it, put a rig over it, buk
Ho ¢ould 3006 -- undor tho presentféctup we cogld see it was not i
oconémisully foasible and we wefe putting too much money in it, so 'i
we Just pluggoed it. ;;;j

 DEARNLEY - MEIER & ASSOCIATES '
ALSUAUERGUE, New MEXCO
Phone CHaopel 3.6691 .
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L Vnat is vtire sitvation wilvl: rogard to the Brown o. 1 and
[ fo. 27
A They nave a voiential of being good wells. IT7 we can
- S : - | et a little relief, we would like to go back in and work them -
S .E cver and pub. them on ithe line and try to realize the cost of our
| investneni.,
: » ¢ Is it the normal course of event in producing these -
o S _ 1 four wells to run them wide open and over-produce them for a veriod
of tinmc?
[ A That's cight.
1\ E
2. o .
: & And then they shubt them in?
} : : A ‘That's right.
y : @ I this application is granted and you are given an acret -
| $ .‘-3-\\ . ) : ' g » » . : - .
& o ST I . . e a .
| . : age atvribution factor of one, do you plan To go back in and work
\* the Brown io. 1 and 2%
n A 'That is right.
{, Can you do it with an acroage attribution fachor of one- ‘ h
fourth? T
A" It is not possible at all.
Q@ These wells -= were 211 these wells drilled prior to
June 22nd, 19482
A They were. _ : E
N , - € When were they drilled? Just the year?
A tl5 and 7.
o M. VERITY: inatts all. .
! ; : .
) DEARNLEY - MEIER & ASSOCIATES i
- . N T GENERAL LAW REPOATERS
: : T ALBUQUERQUE. NEw MEeX(Co
N fhone CHopel 3-6691
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. Ul%: Are itne

- BY MR. BUELL:

G  Nr. Sitearns

]

¢ questions of e, Stearna?

ies, I nave one, iv. Dxaminer,

CROS8E BXAMIRATION

" leuwm Corporation. What would you say lifting cosis ran your

partnership on the gas wellsg a monin, per well, per month?

A I would say the shape those we.

prooably cost you at least twenty-five, thirty dollars apiece a

month. They have to be blown regularly.

. BUBLL:

Iit. VERITY:

BY M. VERITY:

Q You are not

" A Absolutely not.

[

“Pnatts ali, r. Zxaminer.
Cne tiore. guestion...

C REDIRECT 1XAMINATLOL

‘calculating any workover?

That is just barely, as you say,

cost, no remedial work.

Q - If because of allowable, you have to shub them in,

have to go back in and work then over?

A
Q

A

Thatts rigﬁt.
And thét would be in addition?
fhatts right.
MR. BUELL:

One more guestion, rir. St

RECROSS EXALIWATION

BY iR. BUELL:

&carrs.

ith Tlhie® Pan American. Petro-

1iftir

Jou

g

DEARNLEY - MEIER & ASSOCIATES
GENERAL L AW REPORYTERS B
ALBUQUERQUE. NEW MEXICO
- Phone CHapel 3-6691




¢ This might help us ox» « later witness might be able oo
'gﬁ5~ tell us or,fou mignt. Could you give us the 1atest_deliverabilities
; ‘ | wyou heve in this well in questién, tine latest deliveyability tesivd,
-5 S ) oo or will another wiiness ‘n‘ave lﬂ at?

A - We can'get ityqut of thev;o:?or‘e-\ti‘ozil's’clfiledu.le,°
Q Qould you nind stating it for the record?
MR.‘VERITY: We will wiaen we call,our-othe?rwitness.
MR. UTZ:  Are there any oﬁhernquéstions‘of Mr. Stearns?
' QUESTIONS BY MR. COOLEY:

?'; ' _ ¢ Mr. sStearns, are you testifying to the fact that the -

"allowable will result in premature abandonment in the wells to

which‘you’fefer? B R o A» That!s right.
i 3 &L Are ydu testifying as to‘ﬁﬁat amoﬁnt of allowable haéfté
: o o 'be aésigned to these wells o avoid this premabure abandonmmont?
g A ‘WOuld-you state that again, please, sir?
i Q Wnat amount of édaitional allowable i3 necessary Lo be
assigned %o theé@iﬂells to avoid premature abandohméht? R

A I would say as 1ong‘as,they a%e acreage Tactor of one,-

Q VWny do you feel that thav ic the koy figure?

A For the simple reason that cven with all{thqy vould makg¢,
itt s notAtob much. To gef your mongy baclt ffgm a Tair rate of
interest, it 1is nip and tuck whether we can do that now. We hate
to 1eaVe the gas'thaf is remainiﬁg in the ground, we hate to walk

- away and,;eave;it, but as the preéént setup 1s, thatts about all
‘ we can do.
o -
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'y Do you-Tecl tnal tae assignoent of anytning Lfess tnan
£ the allowanle ol acreage ractor of one to tnese wells woulg 0
suf{icient vo prevent presaiure abandonment tnereol?
/ A Mo, sir. They are so magll thav the difference ceiwech
;, wide open and 50 percent’is 80 small We need evefy cent ye can ey,
'é & By small, you nean the deliveravilities of the well?
%, A Thatits right. They are warginal wells,
: - . Q@ Do you fésl that there isjguffipient diffepences in the
‘ ?rbduging'éagacities of these'welis; dhe would be éufficient‘
? for 6thqrs, and.half would_bq suffibient for another?
: | A “Wo. I think if ue could ge-'c a full allouable that vie
/ would go in there and work over_thbsc wells anﬁ try‘to put them
) 6ack oni the line and, as Iﬁsaid, realize our in§estment.
) E | o |
- Q» Are the potentials app:ozimately the same on. alil of thege
» WGils? )
A Well, I° wonder if we could just skipvthat to HMr. Greer.
i e has that information.- T realiy dontt know.
s IR. GOOLEY: Will you besbify in substance, Hr. Groen?
MR. GREMR: Yos.
HMR. COOLEY: Th’at_'s» all e questions I have.
QﬁESTIO‘Hs BY #R. UPZ: '-
? Q Hf. Steérﬁs, can you Gell me what it cost you per well
_to opefate these wells over the past two or three ysars?
:;A weil, the past year and & half it has been nothing for
] : £he simple reason thal tﬁé'wells were néﬁ producing Pegulérly and
~ ]

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
. - ALBUQUERQUE. NEW MEXICO
Phone CHapel 3-669]




A Ve g

‘cost us about twenty-five dollars a month to have those wells bloy

be worked over?

onne over until this proration come along and they were shut in.

woni to water,
£, They nave been shub in all the vine?

A& fThatts right. ﬂith the e%ception of the Wypocr VWell, .
these other wells will have to be worked over before they can be
putron the liﬁe. The Wyper Nelllhasbﬁeen-producing and is producH

Q- Cag.you téli merhat'ié cost you per-well to oberaté
these wells during‘the}period When‘they were~producing?

A Well, we héd a man blow them, ahd then if you figure thg

it is eight blowoffs that we had put in there, I would say it woul

Q :Dbes thatAinclﬁdé any'workovérs?
»A’ Ho. .
Q How much would the'ﬁorkovervcost on those welis, approxi
météiy?' | /
A Well, the»wo?kovér on thé’last well that wo pluggea, be+
cause we could see no_relief, it cost us éppvoximatelyvtwentyeone
hundred dollaps. - |
@ And that would be in addition to your, say thirty dollaj
8, monfh that 1t costs you to‘opérate thém?
A Thatis vight.

\Q And how often do you feel thaﬁ‘these wells might have g

A Well, they are twelve years old, and we have never works

€,

d

N,

a
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We have ncver been in any of tilcm, so they ceviacntly were in rfair
'a\ anape.
¢ Your twenty-one hundred dollars would beo spread over
 twelve years?
'A"Tweﬁty-one:hundred doilars was just spent in the last
S yeav.  You could call it over twelve years, as far as we spent on
“the well. | |
Q- D01Ybu know how huch allowablc you would réceiqe for this
group of weils with an acreége factér of one?
A w§ll, on two of them we have ll0. How, thatts a quarter,
_ahd on two of ﬁhem we have 50 percent; just double thét;and four
tim§s the otﬁér one.
Q You dont't héve any idea of what the aétual figure wovld
oty » v . . - , - :
ot be? E -
A Thé othervwitness can give you that.
Q@ Mr. Stearns, thesc wells y;u rofer  to, have they paid
themselves out?
‘A 'No;isir; not as a group they have noﬁT
Q How close to 1t have they come?
A "1 would say wé'vo pald out about B0 percent. -
G o0 perCont.\ Do you havé any ideavof the valuwe of the
bequipmeht that yOu‘héyé‘bn‘thqsé wells?
.A Ysos, sir, WQxdrillod gaven wells,'and they,cqst us one
hundred Six thousand.
, g And that is 80‘pevcent—paid for?
— .
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A That's correct.

FR. Ué: Are there any other guestions of the witness?

MR. VERITY: I have another question.
i REDIRECT SAAMIWATION
BY MR. VERIYY: h

‘é Mr. Stearns, you testified it costvyéu twenty—onewhundre

dollars_tq wqu‘@ver a wellu-;ﬂow,Ayoqkéaidfyqu>oniy‘worked thai‘
partiéu}ar'well you were referring to one timo, and that it had
been on,producﬁion for twel%e years?

A That's‘righﬁ.

. Q '&ou wodldnit ‘spend that‘twentj—éne hundred dﬁllars'ovqr
the twelve years, Qoﬁld‘you, beéaqge you donft meed to york a well
over until it becomeé marginal? A Thatts right.

@ -Then, it would be spread back Lo the time when the well
becamé harginél, . | A Thatts right. ‘

Q -~ and aiéollimit it back to the time Qﬁen4the proratipr
bfder bacame stringent? A Thatts fight;

Qﬁ How long a period is that? A A year and a.half,'

Q Afjéar and a half instead of twelve_jearo?

.A“‘That's rignt. We didn;tyspeﬁd a penny on it the first
twelve yearé.

Q- Now, isithe acreagoe factor -- ,
A 1{said twelve years. nIt would be ten years, th6 to ' 56,
'about ten yeafs.

Q If the acreage attribution factor remains-where it is

d

)
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-as it is, that's the way it will be.

| sently shut in, if you work them over and put them back on the lingd

nov, a quarter on these wells and nall on one ol thew, I guess,
how of'ten would you have to work them over in order Lo keep them
producing? |

A Well, we have ons producing now, éhd if it stays -the samg

Q - If jou worked the wells youlve got there that are pre-
héﬁ long would it be subsequent td that until you willvhave tolworl
them oVer-égain?‘ |

A‘ Well;>if'§he gas would keep produciﬁg fr ﬁ a welli, it
ought to lést atlong time.

. Q well, if you overprodu;ed, which it is the normal course
of event, and they shﬁt‘you in; then will you have to wvork it overf

A Yo, Tor the simpie reason thgt we are not going té wdrk
it ovér until we get tha't factof change.

MR. VERITY: fThat's all.
RECROSS EXAKMINATION.
J‘BY MR. BUBELL:
| Q Mr. Stea?ns,'did I understand you!coyréctly to say that
these wells. produced for ten or twelve years?

A Thatt's right..

Q And about six or sevenbof ﬁhoSG'years would be prior fq
gny kind of proration restriction, wouldn!t it?

A That would be right.

0 And did I understand you correctly to say that %they were
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féﬁ, A Thatts rignt. TJhoge ecords can pe pro
IR, BiﬂﬂLL: Thatts al]
QUESTIONS 5y s . UTZ:
| Q Mri Stearns, here wab a period qurlng the past well,
i 31nce the proratlon wnere low acreage Proration we1ls réceived a
NN S -breaklnm point allowable, during the Period that we haq. g break-
f‘ ing p01nt in our Proration lormula, gng those vwells of low acreag
were assigneq such a breaklnt p01nt allowable. Do you recalle 5
; A Ho, I ‘Sure donty,
'@ Has the sllowaola at any time during the proration‘ﬁeen
‘su1fic ient rop . you to ope”auo thooo welLs with g Peasonable pro;
rit? - L A Mo,
T MR, UEZ‘ Ape there,auJ other questions of the witnesg?
; Phe witness may be excuued. | R
? (witnéss excuséd)
ROBET‘{T;L.; ICADDOA, ‘
; - c called as a w1tness, ha&ing~been firsg duly sworn 01 oath, tegti-
";' o >fied as foTIOWS° |
‘ - DIR#zCT LEXAMINA DTG
| 'BY IR, VERITY: |
; . "Q Stété youriname, Hr. Maddox,
A Robert L, 1qqex. | ~ :
Q Mr. Maddok,_aré you é partner in’MSBH’Campanj?
: ‘ < AT am. . |
"/ .
—_— 4____.___________i5__‘
hono CHapel 3-6691
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southwo st

West? A Iv doos.
Qv_Does it operatve tne ilonvano ko. 1 in the southeast of th)
southiwost of Section 28, 30 iorth, 12 West?
| A. It does.
Q And the Palmer No. 1 in the southwest of the sbutheaSt-
- 28, 30 North, 12 West? o o o 287 | |
| VQ Séqéion 28? | 4v A»'Yes.
. Q And you'—; othef than these; are you operating any other

‘wells in the Pictured Cliffs formation in San Juan County, =--

A

Q
A
- Q-
A

of Section 33, Township ‘30 North, Range 12 West.

Q

]

_ﬁhat»you have méntionéd, including the Hordgets lio. 27

A

Q

o

And the others that I named?

. Yes.

They were drilled in t}7 and early in '3,

Doos that company opoerate the kcCarty wo. 1 Well in the

guartor of the southwest quarter of 25, 30 lorth, 12

I operate --
=~ wiich is on an:acreagé unit of less than 1607
violl, one, the ‘ordgets lio. 2.

Do you know the location of that?

Thatts in the northwest quarter of the southwest quarter
Do you know when these wells were drilled, all of- them

Drilled in 1946.

When were they drilled?

Were they drilled -- wore they all drilled prior to June
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22nd, 19467

A I dontt think the lfeCarty iio. 1 was compleie at that tio.

Q Was it started prior to that?

A Itwwas started, yés;

Q Noﬁ,rdo all 6f these wells have waber in the formation?
A Yeé,;more cr lessi’

Q@ Is it routine‘for the-gas company to‘overproduce théh
aﬁd then snut them in? ‘2 - A Yes.

1

. Q@ Do you have difficulty in starting these wells up after

they have been shut in?

A Well, we have difficulty with a lot of water welve got

1" to take out, and the recent deliverability-tests on Hardeys No, 1

We{wéreﬁgix,dayézgettingfwater:out.of thie well.
@ After it had beor shut in? . A Yes.
HR. VERI“"L"»\{:“_» That!s all.
One‘quqstidn.

MR. BUELL:

CROSS KXAMTINATIOH

BY FR. BUELL:

¢ Mr. Maddox, do . you expericnce about the same lifting

costs as testified by Mr. Stearns, about twenty~fiv§idollars a
monith?
‘ A Yés.v
M. BUSLL: 'fhatt's all.
QUESTIONS BY MR. COOLEY:

A Jir. Maddox, would that be your total expenses in regard

.
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“around six thousand dollars, wasnlit iy, for the five wells? So

to those wells, twonty-five dollars?

in adais

0]
Je

ffo. I've had nainfenance cost

o

4 What would those asuwount to, averaged oub per well?

A Well, I don't ¥now. I have had to buy asbout three new

L

siphoning lines,and aboubt each time 1t cost.me around a thousand
dollars a well. And I think I've renewed the siphon lines in
three wells.

Q Three of nine?

A ‘fhree cf five wells.

Q@ Three of five? L Yes.
Q@ You refired ‘siphon lines? , A VYes.

o0

‘Are’théré agy dthgr operaﬁing or méintenance expenses

‘which‘you|§e ehcounteredain qpprating‘these wells or wbuld;eﬁe_

Equnter'weré'yguyto resume operatlion of t}’
A ﬁéll, Ifm‘oﬁeraﬁiﬁg those wells now.

_:Q Yoﬁ_are,&perating all fi&e of youf'wells?

A Yes. And when they are open on the line ~=- but from

1947, and Mr. Verity there has the figure, T think I had a Gross O

whén you figuro that you arve not gﬂtﬁirgvany more oui of woll;,
youtd bétter,puf your. money into sometning else bosides tho gsas
well, i
~But yéur incqme during,uiat beriod wasv~s
A sh7.

Q@ That was prior to nroratloning, wasntt it?

DEARNLEY - MEIER & ASSOCIATES
" GENERAL LAW REPORTERS
ALBUQUERQUE., NEW MuXiCO
Phone CHape! 3-5491




4

and foety-one dollars and three cents; left a balance of six thou

sand, fowr hundred and sixty~four dollars and seveniy-seven centaj

" The tax paid was five hundred ané fifty~three dollars and forly

TONLS .

-

Letts soe, I got an item of anine hundred Yorty-two, I

haven!t got it set doun; 1lsft me a

net of four thousand, nine

hundred sixty-nine dOllaPS_fOP the year, approximately a thousand

dollars per well.
Q . You -did not feel that this is sufficient income over

and above operating expenses to warrant the operation of these
wells?

- A Vell, we have aboul one hundred fiftecen thousand dollar

19
A 19Y57. My gross wag seventy thousand, nine hundrod dol-
TN lars and ecighly cents, sy operation expenses were fourleen hwndrefi

&
ST
- invested in those wells, and I could have Gaken that roney and
.puf it in a safe rate of inborest.
Q Yes, sir, but thé money is aiﬁeady spent on theép welis,
and ﬁy'question is, whqt would b@,necessérg -~ what amount‘ofi 7
allowable would be necessary to male the oﬁerationAof thése wells
attractive enough that you donft plug and abandon them? tht
amount of income? |
A I would say we‘wouid nave touhave a facﬁor of “one on
ail of tihvem, and I don't think'ﬁhey should be shut-in at any time be-
cause that endangers the wusll. |
@ Do you experionce the same difrficulity when you shut in
; your wells that they load up? A fese.
) R
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“per well you feel you should nave to warrant the opération of voul

five wells?

~expenses to warrant the operation of these wells youlve alrcady

A T do. Of course,
Wo can sotv. tnat in tho wmetor and keep the wells dellled up.

G Lo you nave any catlaate of what allowable would.bo REEL
signed to your wells il -~ will ilr. Greor btestifly?

M. VERIVY: Yhalts correct.

Q Can you tell me, br. Maddox, whatlt ceturn, ret return

A Well, I think at loast,for the five wells I should have§52
et
: fffé}j

at ieast a éross o’ twelve thousand dollars a yeaP..;;///,;Zf
| Q A gross of‘twelve>thousand a year?
A Yes. Andg I could éventuglly come out.
Q ﬁhat do you mean, "Hventually come out?"
A Well, rocover the cost that is invested in them.

Q Again, Mr. Maddox, I would like to limit the inguiry

B4

as o whatv income would be necessary over and above your operatin

gét‘your money invested in and‘you'can't gef it ouw?

A» We}l, I just don't knéw exactly what you mean.

}Q Well,‘disregard"youf initial expense in drilliné the
wells, and‘tell me what net;income over and abo&e operating ex-

penses; considering only your operating and maintenance expenses,

U

not the initlial’cost of drilling the well and tell me wnat figure

in dollars and cents you feel would be -- would warraant the con-
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.continue: to operate it, if one needs working over to Jdo so?

dred dollars per well per vear.

binuod ovcration of your wolla?

A Well, I know Luis, I cunli oovraie a0, and 6o ey
L ool about 1t now, tiwe operuitilon 1 LYY, unere we weve only
3

vringlng one thnousand aollars ver el

L, iy with oany wajor overs
holl, I thirnk I would abandon tue well.,

¢ You would nave To aovanaon e well?

A Yes.

Q Now, a thousand, in your opinion, is insufficient?

A Yes.
& inat figure would afford vou sufficient pad there to

s £
A In order %o recover my original investrent?
;. Please consider ~=

x

A You haventt pmde any profit until jou get 1t back.

G Irfealizefthat, bnt please consider it as béing total
16ss,,as painful as it méy be, and com’are;ﬁhe'neceésary income
witﬁ'the necéséary expenses and operationwand maintenanco of the
wélls, pleasé.

A Viell, I think it should have at least tweniy-five hun-

I

G Just take into contemplation the eventualities of nec~

essary workovers and replacement of cguipment today ,operating ex~
7/ - .
penses.

A I feel justified in gpending a thousand dollars to main

tain a well.

s s

DEARNLEY - MEIER & ASSOCIATES
GENERAL LAW REPORTERS
ALBUQUERQUE. NEW MEXICO
Phone CHapel 3-66%}




‘ 22
¢ thatt's tire gquestion J wanved answered.
g £ Yos.
3 low much allowable per well per year wouldvpesuit in
that gross bf twentj-five hundred per well?
A WGli,_the gross is ten qents per thousand, s0 to get
 tweﬁty~fiv§ hundred per Yyesr, why whai doos that-figuie out, btuenty-
five million? | |
Q _Twenty-rive Million MCF? : A Yes.
Q Per year? = ’ A Per year.
Q@ Twenty-five million cubic feet?
A ‘Yes.; A1l those wells wouldnti produce that, but there éfé
Ltwo'of‘them.fhat would preduce wore Than that. And on ar average

- of the five ﬁells,'why, it I could come out with that éverag for
= all of fhem,'I-cQuld-eventuallj come out and majintain the well, be
justified in maintaining the well.
; MR.’COOLEY; Thank you, sir, .
: .QﬁESTIOES BY MR. UTZ:

@  Mr. Maddox,haveé the five wells in quéstion that you are
testifying to paid fhemselves oué‘yet? | _ <

_A Jusﬁ about.

Q@ Do you know whai ithe value of the equipment that you havg
in the pground or the éalV&ge vélue}of the:equ'pmenﬁ, if you would
plug tne wells, would be?

A‘ I fhink that would be about absorbed with the cost, if

- ‘;ot‘less than the cosb. .
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stand. you %o say that your wells;ﬁe?e practically paid out?

‘out I was about to get into the black.

4 Just about pay ot aocandonment?

Coutll be lucky 10 the salvage paid for the plugging of

:l‘)

the well.
Q
in the wells at all?h

A It've got it in there, but I cantt get it out.

& Ffomvthe standpoint of what you havé now?

A Yes.

Q ’So:ahy profiﬁ you rioke above-actuai épergting cxpernscs

is a profit, so to speak?

- © ¢ CROSS EXAKIIA TION (Conttd)

™

Q@ I want to be. sure I understand ilr. ldaddox. Did I under~

..

A They are right close o it. The last time I figured it

Q Then you have almost go#ten your méﬁey out of yéur-wells
A Yes§ ~;
& And in 1957 yoﬁ made a new pfofit after vaxes of five
thbusand dollars on thesefwells? | | |
A Tes.
HR. BUELL: “hat!s all.

MR. UTZ: Any other questions of the witness? I nob,

the witness may be excused.

¥You actually consider that you don't have any investuem Y

Lo
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(Witnoss excused)

N ALBIRT A. Goibai,
cexled as a witness, having beon fivst duly sworn on ocath, testi-
: ~fled as followus:
: DIRECT BXALTUATION
8Y MR. VERITY:
Q@ Will you state your name, please?
A Albert L. Greer.
Q Me. Greer, are you a graduaie geologist?
p . . A - @Graduate petrolewn englneer.
. : SR . : : ;
t - ST Fy K3 o LI LY 2 Y 3
- & Have you testiflied as a petroleun englineer belfore the
: Commission heretofore? : A Yes, T have.
: ) - Q Are you familiar with the A. A. Greer “o. 1 Thompson Well
N : . . )
b T located in the southeast quarter of the southwest guarter of Sec~
§ tlon 10, 30 Horth, 11 West?
‘ A Yes, I an.
P Q@ Do you know when thal well was drilled?
i A  The well was completed in September of 1941.
e Q Is it located on [i0-acres?
. L '
: A "It is located on ljO-acres.
g Q How, will you tell us, please, or you have there, I be-
ol lieve, the proravion sheet, do you?
; S L B ;
{ A Yos, 1 have.
~Q What is the allowable -~ whalt is the current allowavle
S ] 2 , :
oo - for the A. A. Greer Thompson Ho. 17
N < S
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‘it can produce, wnich is nothing, because Lt is dead.

b

A The allowadle Tor the mont ol April was three hundred

elghty-Cive tnousanc Jegt of gac. Jor tiie onsii.

2. ]

& In verms of dollars, whai does that velate itzelf to

A That's sbouts thivty-cignt dollars a month gross, -and

-

after royalty and taxes would be abouv, oh, about twenty-Ifive tTo

4

thirty dollars.

[N

@ What is it,for.the Broun wWo. 1, trat is, the 1U4iS Brown

Lst

A It 1s considered a marginal ucil, alloued to produce all

Q Well, if it was reéséabliéled‘to production and was
broﬁght“baék; thén,it would have an aliowable, woulad it”not?
A That is corrcct.

¢ Probably it would be Something comparavle to the Greer
Thorpson hHo. L7

A VWell, T den't have that Jigure. 1 beiiove e Stearns

LAY )

dhat e thougnt the well would make.
f B - )
Q Avound. two million lfeeiy open {low?

A I bgiieve it was about “wo million, I,éon't'recall.

Q WQll, at a tﬁo milliop open flow, that would give it an
allowable oiose to what this Tnompson Ho. 1 ieg, wouldn;t it, =--

A Well, ~-

L ~= agpproxinately? A Approximately.

o
&2
X
ol
-
c'-

What about the Broun lo. 2,

in the same category?
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A %e Arown :o. 2 nag an allouadsle Jor Spril of four iun-
;*\ deed eigiivy-two thousand. e woll, however, is dead and cant't
r pi"oduce it, of éourse.
% The Copp wo. 1, I velieve, has been shub in and abandongd?
A Thatls corre}g'ﬁ.
% What about the Wyper Ho. 2‘?
A The Viyper o, 2 had an allowable of eleven Iuideed seveyvy-
' five MCF. |
s What about the Krouse -- George He. 1'1’ouse,Be§1: Ho. L7
A Allowable two huiadred Tirty-~nine ITi'.
’ G The MSBW iicCarty ilo. 17
A  Hine nundred twenvy-eipgnt LICE.
& The ifoniano No, 17
iy . v
. A Thirteen hundred nineiy-six HCF.
& ‘“The Palmer lo. 17
A One million, eight hundred eigaty tiiousand.
Q@ And the Hordgei‘s_’r{o. 2? |
A I- dont't have that.
Q vIs thé situa‘oidn wi'i;}i all of these wells such t}.ﬁat J_f
< ) thoy are shu-'u,_in; the well is liable to go dead?
4 'That possibility é}iists, TeS5.
-4 And‘v then isvit: alsc customary in this arca for these
;nargi;rial‘ wells like this, fo overnroduce then for a period and theip
shut them in?
A ihat's_’crue, because their ’allbwa‘olo is so lou t":-‘za'i; if
~_ . .
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L

wnen they reach- the marginal point that these wells have?

4t Cagy e D Y T - ; N ey o~ s Ly ey e Ly KIS -
titey ave produced for ag lons no one onty, 1T means that they oy

overproduced for sgeveral nonlis.
¢ And tnen waen you --= wacl wsit be shub in for unat
several months! period?

A That's corrcoct.

e

L And then wien tugey endeavor o recsvablish taem, you has

Q Do you know uwnait 1t costs to operabe one of these wells

] '

©

A Itd say that on an averige, from our cxpsrience in the

area, that the field operating cost . would approxinate

~dollars a month. You have a little overhead costs, paper work ang

such as that. Possibly ben dollars a month. These figures were

per well, ‘mat's what I would conzider diroct operating ezpenses,

[l
@

4. Thalt doesn't make any allowance {or any workover to re-

r

A Thatts correct.

>

& Does the cost of leeping one on production increase, thg

longer the well produces?

>
A7 Thatls true. Whabt a man is faced with, if his well is
logged of'Ty, is a worlover job unich can run all the way fron fiﬁq

3,

hundred to jwo thousand -dollars; you might say an average oi. a

thougand dollars, and at the Time that the operator has to make
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e
S el
. - . . . - o N o~ N
tine decision as Lo wnevher hie Ls golng vo plug tost well or unxy
- ;;
. . . - IR - e EI - PR o s i R
N to convinue producing 1U, is asuaer ae ¢t 20 In ando Spend viiaw,
- i
o - .. 5 e . - . i
e 883 vaousand dollars and recoverr thal tirousand collars In a reagpoil-

PPREA

‘2ble lengunr of time. wouw, Juest weav a reasonadle lon g

on a workover way vary Lfrom DSrzon o parson. 1y oun persgonal

opinion is tna you have a well that is dead and needs To be

P i e taas ¢4

P

worked over and is in this marginal status and 1t will nov pay

ot
s

nhat you nave then

O
o
[N8
o
5]
=
S
™
Q
<
0]
3
o
Q
2
ct
P
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e
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o ATV S RSN ity gt

f RIS S . can salvage casing that will approxinate Hwo thousand dellars new

recovery out of e operablon. AT 5 peecent interest, thos
two thousand dollars is onec hundred Tuenty dollarg a year, or an-

other ten dollars a monthi. 50 we arce looking at¢ [ifvy dollars

i a month plus a return ol the coat of the workover which we will

~risters,

‘ say is,a Trousand Gollacs over Gen ronths iz anotnere Zifty dollarg’
J- f a month. In other words, one of Thesge operators has a well That {
{’ ’ - ; is logzed off, hels ot to see something lile a hundred doliars|
(’ ‘ . : a nmonth net after royalty and taxes before ne can go in and woric ?
i o

P L o

that well over, otherwlge,tine prudeni and prasitical and sconomic

v

thing for him vo do is to plug the well and, of course, theveby

e P ik

H - ‘ lose gas that wmight otherwise bpe recovered; cervalnly gas rccoveﬁf

i : DEARNLEY : MEIER & ASSOCIATES 3
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e s
o there any guestions of the witness?
. VERITY: Your donor, I nave anovhier guestion of
thia witnass.
DIRECT LAARIVATICY (C0ourtD)
Q Iir., Greer, are you familiar in a general way with the
MSRY Company wells up lthere' --
A ¥es, 1 amn.
@ -~ that we talked about here carlier?
A Yes.
Q HNow, those wells have not as yet undergone czloppage of
T low of gaé-as tihe BEM”ICOmpaﬁy ijo. 1, ¥o., 2 and iie Copp Mo; 1.
‘ : Do yoghaﬁe an oﬁinion as to whether or not they will reach that

N

K T N [ R N S 3y v P ae L
L AnaG thiat docan'y nilte any congldevatlion, doen Lu, for

i ¥
g >

tine fact that if it iz poing Lo be overproduced and hias Lo To

f]

fre
ol

shut in for a period thas bhw liable vo repeat the_woykovcb?
nt.  Some of whe wells have diff:
loading ug Ufth water, and thosc parcicular wells, iT you shuw
them in for gix or elgnvt mq;chs at a vime, 1t is possivle that

each tilme that you go bto open those wells up and nreducse tho:i

agaln, vhat you may have trouble.

MR, VERITY: T believe thatls aill.

e U4 The nearin

g will be reccssed until one~Tfiftee:

(Recess)

-t
.
|t
| )
b

h

M. U8Z:  The hearing come o order, please. Are
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A Panri of ¢

ne sy Wells ape beteen

Wells than the &
Company Wellgs,

'3]"."1\\" s 3
HOwever, their capacity O Produce i declining
every Jear, ang it is Just, or

Course

' @ Question or
the 4331 wellg

Will g in

he Saine Criticgy state that tne B3I
Company Wells noy Ting them

selveg in,

& In other'words, then, the BIMHS wells,
of then are geat

three oyt of four

1 ang they have to have Workovenr in
oﬁdec to bring them baei up ?
A That’s correct,‘
G Ang the Others gpe facing tne zai;
dont g

G situation i¢ they
havg Sone king or

relier thay will alloy

themn;
such 4 rate ¢pn

to broduce g3
at they

Wwoulagnt

have to

De shut in?

A Thagt g Correcyt,

e s of tne Witnegg?
MR, BUELL:

3 Q I‘!‘

« Grees

s as g nattep

)
{o,
o
Q
<

0 it is Just g matier of
that Tielc

time unesil

overy yeij in

p]
&]
ch

0
e
]

pPoducing~~

5as
A Thagrg true, The *hing Lhét we are asking rop

for Wellg that nave the ability to Produce 43 this»*’r
festricteag bec |

Tavion,
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30

-

poin
A Part of the M8 wells are volter wells than the BLWS
Company wells. Howcver, their capacliy vo produce lig declining

Y of Line until

ew

5

[l

ucsh

Fu

s

v is just, of course, a

[l

svery year, and

1 S

the 1SsH wells will ve in the same ceilbical state that the BifS
Company vells now find ithweniselves in.

& In other words, then, the IS wells, threé out of four
of them are actually shubt in and they have to havé workover in

order to bring them back up?

A Thatts correct.

5 Uhe same situation if they

.
A3

@

Q And the others are facin

don't have some kind of reliel that will allouw them to produce at

such a rate that they wouldn't have to e shut in?

""" A That'!s correct.
MR. VXRITY: Thavts ali.
Mi. UP%: Ave tnere gue scions of tne witnesg?
MR. BUELL: T have some, ifr. Examiner.
CROSS EXANINATION
3% M. BUBLI:
G He. Greer, as a natter of fact, it is just a matter of
time until every well in %that rield stops producing gas, isn't it9
A Thatts trus. The thiLg that we are asking for is relief]
for.wells that have the ability to produce at this time but aré
restricted because of prqration; Once thg wells reach the point
’ that they can't pr duée, then that isg a différent QUeStion.
S i : . - :
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carbon?--- : : C

L 80 your testimony witnh regoect to thie 184w wells could

apply to any well in this pool whether it ic 140 or 160 acres,

T g N

o

couldntt

s ec

A Ho. VWnat we are taliting about was the 175.37

-~y
S
—
}d
o
&
>
o

in vuie course o7, a3ay o year QX Yuo, uaey uidl nove the
produce, say & nundred and fifty doillars o well o nonth, bdut may

ne restricied vecause or proravion Lo vihiriy-I{ive or forty dollarg

a well a montn. That is the suvstance of our corplaine, /A
Q FNr. Greer, can you agrec’ with me that the purpose of"
an allocation formula in a pool is to afford each operator an op-

portunity to produce a: proportionate shérc of gas or other hydroq

A  That is true. 1 certainly do.

- @ With . . respect to thevallOCatibn formﬁlé in‘the Fulcheﬂ
Kutz Pool_and the allocation formula on your Thompsqn Wiell in Aztdc.
Af Yes.
Q- -~ do youffeel that those allocation fermulas ;ervé the
purpose they were deaigned for? |
k (MR, VERITY: - Just a minute, please. Wé object to thaty
‘because we are not in this application aﬁtacking the validity of
the allocétion order,.... Jur conbvention isvthat iG-does not make ap+
plicaﬁion to £hése parbicular wells, and therelfore, we don'i thinl
that akproper’questiono‘ |
IR. BUﬁLL: It ¥ may be heard, ir. szominer, wnat thg*
- are asking ror is an exception Ho. the allocatlon formula. ‘Théy
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and

and

as

of

iy

Wwane

thhe allocation

they

eéxactly w

give you my

as we can et for a prac

Lo ploco thensclves

formila g

obtain an excep

MR, VERIYY: We withdraw the objection, Your
M. UL4T. You may procesd. -

GOOLEY:

:

A Yes, I understs

period of years tal
it he is valki
chiought on i

applies to most ol

gas for it to ultimat

most

allocation

vie did the best

well as

snigd tiwe rignt vo

“thie job

N

e could

vart it £fits pretty

decline that a

point an

iv was designed

eLE

qualiry under tnat

ble 1O éxaculy

£eCovVery .

roraula and,

ouitsice tne allocaubion

srves the purpose Jor uhidch 3L was de

tion To iU

formula is serving tne

quesition.

form-nla, and

IO, iy e T
tnor their fal

purpose for

Do you understand tne guestion?

nd it. We spent inany hours, ueehm,
king about that formula belfove. I

ng anout and would be re ]ly
t. T believe that

i](,ll Tin

e the pool ia
tical ~1!oca“‘1on formmla., 1 %

Zive Lo sach

ely produce that exists

with tnat allocatlon formula,

lef

the gas tha

your allioc uion owmiula ceases
to do, and as suecn, I telieve

excepiion

in fact, withdrau from 1t

nisaged to-
.allocatioen formuils

about as close

think u

nell the-

under its trach.

and §

well, ‘out when you zet to the point as
man has to plug his well aad is,

. under nhis

liorior.

or th

tirerefore

montl

kinow -

e gll

810U

b

o

2
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iy “well

such a3 bhis group of uclls you have, uove roniced oixcopitions to
. the allocavion vYoraulo, your allocation Tormsula would be meaning-
icss, wouldnti 1v7?

: — rcach‘tho point that they arce jusl J”PJ1 pQ*in“ oil opcraiing
f .COst. Ve rcab&ed thé poiﬁt uhérc'a ?@n is igt alloued To prodauvcd
the gos that is undef"ls tract\ vecause e nas bto pl the uell.
“The ueli has a-~capacity to produce, bub thQ,Commission dgenies hin
the Tigne tp’ take thal gas out from‘ﬁndér @is land.
‘ Q» Maybe we can get 4w i' thils way, Mr. Oreer Azsurie for
, tine purpose of this guestion vheu thils allocation formula in thesd
— o ilWO i)OOlS) 2 fOl’ aula Uﬂl(u.l :‘[OL:t recoymended many t.j_y«_es,l s20Ven the
g purpose for wnich iv was desizned. .17 yo& qfn aranted an excepiiaqn
é,” o : ’fto~that élioﬂgri n formula,.somo bf the zas thab.you are going bo

othe

fote

e 1 produce

caninglona

as a result of ihat exception isg

r than a tract upon which tiie

A If 1t fits exectly..

»

Q . th uhe assumpolon 'iat T asked

A Yes, sir. But, orf coursa, you

when th

AT U
{501.11,1, v

well dis locaved,

you to

= P

¢ uells T

isn

make?

made an asswmpitlon that
'

-}

o come from a tradt

16 it?

s jusi‘not_Quite Lrue.

. Wwhether -you agree =-- if whie asswumption,

live Greer, I wouldn'%t have %o iulake iv. T3 80N We maael

the asswmption. 4liat would be the case under that asswipbion.
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L ’\ appiy, Lo thndls extent. e mon nwas vo oins nic uell ond ne conlt

i

Lo oL . -

‘ produce vite Sas wnalt i allocated vo i, 80 it Just docuntd
operaie.

Fete VarIWd:r  Jusy o manubte. Jowr Honor, ue ovjecht to.

the guestlon wvecausge e 1o oesning a svate of {fa2cie that 1s not
in evidence and witieh docent!t ecxxiat. Therefore, tne nyvotietical

guesticn is iroroper.

. R, BUELL: V. vnnel 1sg the fivet time in all

wy oxperience that T have cver nesrd of oojecetlon €6 a hypothetics

. - 17

gquestion. to an expertv witness, whicn lir. ucrcer certainly is. I

think. I am cerivainly willing to zo on to gometning else, 1.

- CExeminer.

W

; - : iH. UPZ: Do you want a rulling on

is overruled. If he sbaves o hypothistical question, ne can adjusi

R AR ' nis ansuer to-the nypotheiical coae. ' L

i o G By Mr. Buell) ‘hich I tave =Znd I velieve you have

¢ A_’I will sive vou vho hypoihotical anawer, that , if a-maJ
: ' - ) v :
E> Q THo, mine was -a hypdthetical guestion.

% A If a man could'oconomically préduce thot gase that 1s asi
é sipned to nrtlm, then he is peing done Jusiice. Aé-i* is; ne canty

produce it, he nas gol to pluz nis well and, therefore, an injus-

£ . ]

tice is done. Tie gas is lefé 1n the ground and the formula  doed

WO

r not perform wnat 1t was intended Ho periorni.
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covered from thege tracts, put very defini

2 Sut A1 e conuinucse Lo nrocuce iz well, comvleve egnnid
ity would we done? ;

AoWell, rou zald sornevnlingg wnav fo Lupossinle

F3N WO.LLly Seldod SO uhtadisy wilciu L8 ,1__."_'.,0.,.;)_«.)._ -

L e droerr, lel Lo asi JYoU UAeTner @ 2ot Ln your

and L want to ask you to czowme someviiing else for the purnose - of

>

tnilisguestion. Letls agesiwre onav all of these wells recus

here Vtoday are plugsed and avandoneo toanorrow. In

3
[wi
L
o
ch

4 Yes, sir, there could be, especially iu the area

which the BMES and MSBY welis are located Tor this reason.

[}

{ote

opinic

[v4]
@
QJ

are ‘on the end of a long narvou pool. If all ithese wells ar

plugged, then the only possibility of recovering that gas

course, Iirom obtner wells on other itracits, wnlch, o course
3 ’ .

: ' -

is, of

, Were

not entitled vo the gas in the Tirst place. 3Bub i they could

recover, of course, there uvould be a 1itile additional gas

-

;ely not as nuen
can be recoverad by thsse particulur wells for the reason

O

are reaching too long a range; we arve talking avout naybe

. >

three miles at wh

e

qh’the,gasiﬁoulQ have
Q‘ ”ﬁgse wells are in“a CO:LoN pobl wiith other well
they not? : \‘ |
A They aré so located that/they are pretity muen at

of the pool, and you are goilng to have avandoned not just

volls with producing uells around them, but a vhole end of

re-
gas a3

5

tuo or

They

3

that wel
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“would be a significani decrease in i

‘the wells could ve if alloued to procuce.

& So lebt mo el thls clear aouw, 0. Greer. four uestimonf

is to the effect voorrow, tneie
o

in the ulvimate recovery ol gas

from this pool?

A Thav is correct.

Q@ You tnink it would ve sisniiicant

A It would beé signif

of tness wells is concerned, -asfar as the Tuture vroduction of

Tou see, we all realizd

5

+

she vall end of production there is not an awiul lo
sonie, ©0 we are notv walking about a

ificant amount of gas in terms of The wnole. pool, vut zs far

b
v

as gas which they could produvecé in incowe to the

& X think I sec your point. Actually there is not a sig-

nificant amount of gés thorg now, vuy of that amount a significani
“amount would be left, is that it, generally?
A -Inlthé first place,'wé are nov talking‘aoout P> 1&?39»-?
Q@ What uells‘specificallyﬂaf we have mentioned a lot of

'*heﬁ ~- what wells specifically are in vour application and the
sub Joeoth mat?cr of this hearing? |

A Well, let's see. Ve rnave listed them. Do you wani mo

to read them 0If?

¢ Yes, sie, if you would, in the same order- you gave them

-

on your airect, . trled to follow, you went a 1ittle fast.
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N,

1 McCarty;‘Ho.-l;Montano; Mo. 1L Paliner, No. 2 Hordgel!s.’

situated. . These applicanis and all individuals or corporations

-acreage attribution Tactor of less than one.
- the applicant feels should be, put I donté velieve this applica~

‘based on the application, I did not’ihterpret'Paragpaph h to re-

I fhommeson 1n thnie lztece Pool.

A  In the ¥ulcner Kubz Pool, I anave lisved L, 2, 3, !, o,

el 1 s

5, 7 wells. These wells are:for the BILuS Compvany and Lo. 2 Broun})

Q Right.
A And Yo. 2 Wyper, and for the HS3W Company wells, the Lo
G -Was that in your spplication?
MR. VERITY: #o, it was not in Lhe application.. It wsas
A,

discovered in evidence this morning.

‘MR, CQOLEY: For what purpose was the testimeny  sohner
this well?
MR. VERITY: Well, Paragraph ! of the application is to

the effect that the application should cover otner wells similarl)

similarly situated are entitled to an order creating exceptions

to that portion of Order R-565, wnich places upon them an

MR. COOLEY: I believe that would be a stalement of wha]

tion so requests it. And the terms of the notice, which I drew,

quest;e- the prayer of the app;icgtion to request relief from the
nine wells mentioned; the investment reference was to one in the

Pictured-Cliffs Pool and eight in the Fulcher Kutz.

p

o=

=

4

-y
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‘ the last well that was on the application BMNS No. 1 Copp is béing

18 i% not, Ir. Greer?

ula.

been dead, and T assumed that was the reason it hadnftt produced for

A  Another well I have listed
M. 3URLL: ay I  say this for Pén Amarican, I was just
trying to get that straight in my own mind, and if the Commission
is willing; ﬁe»certainly have no objection to considering the No. |2
Hordge'!s and obliterating the necessity for another hearihg.>
| MR. CQOLEI; I‘am sorry, we cantt do that. |

A> Another well T have listed 1s the Krouse No. 1 Beck, ang

pluggsed and abandoned. Those are the wells.

g By Hr. Buell)_»fhat Copp ¥Well 1is plugged and abandoned,

A That'!'s correct.

. S0 actually, it is rabher meaningless in this hearing, is

&

A  There is no allocation asked for thatv well.

&

Are wyou-stdll asking for an»exccption‘even i it was
plugged ara apandéoned?
A It is a fine oxample of whal can happen under the form~
Q The Brown No. 1, I believe when you testified, you said
1t was marginal, which meant that it has produced all it could

produce? -

A I dontt know exactly the status, other than the well hag

several'nonths, and I aséumed that was the reason why it has not
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TN,

C

~allowed Lo produce approximately a fourth or a fifth of what it

fied well?

‘April, as I examined it, didn't show an aliowable for this well.,

veen prorated.
& Then you aonl!it knowu thos acvually 1t wec ¢ -- dietaer
or 10T u wace a mersinal well waen 14 uose orosueing?

A‘ Well, marginal well under The terns of the Comission's
orcéer, L don'i Know.

Q- Hell, if it woes s0 classitied, 1% csn vrocduce oil —~‘it
can pnoduce{ can'ﬁ it?

A If it was so classified,

Q@ So actually, you ddén'i need an excepiion to that.

e

I pelieve here we nhave the facis, we can quit guessing

X - 16

about it. Ior the month of Januvary, 195

roduced thirty-one

d.
3

i

o

1

days, prcduced two million six hundred and seven thousand cubic
feet of gas. Wow, if it were given an allowable with the current
deliverability test, it would undoubiedliy have an allowable . .
similar o the Ho. Z 3Broun or less, uwhich means what 1t would be
has a capacity to produce.

Q Is it your testimony nowu, that bhased on data that you

Just examined that this well is not and was not a marginal classit

A Viell, the éur3ent allocation scheaule for the month .of’
We can estimate what it would have been, anad it would have bveen
prorated to one-Tourth of wnat il could have produced, .and for.

.

all practical purposes, it is a well that we want an exception
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granted to.

- Q Mr. Greer, have you calculated Lae 2llowable wnich you
would expect for’these individusi ue;ls,~;ssuming tizat the Com~
mission granivs joﬁr reguest?

A Yes, sir, ’

«  Start with youﬁ No, 1 ThOmpsén.

A ﬁq. l'%hompson Was arouﬁd‘thirty—one hundred thousand
for.the month ofprril,’aLd if our application is granted, it
would receive four.times thet, which would pe-approximately nine
hundfgd Sévent&‘th0usand cubic feet of zas for uhe ménth. The

MS -
IR. UPZ: Recheck that slide rule again.
| A Than: you. Tt would be around one thousand, five hundrpd

_ and forby HCF. | |

Q  What vwould be on a daily basis assaming it is a thirty-
day montn?

A Ap?foximately its dsliverability about 7ifty thousand

:ﬁféeﬁ'a day, f@rty—seven thousand,

G Fifty HOF per day?

A‘ Right at rfifty MCFka daj, and its deliverébility -~ WO
might asAwell talk about it now -~ is fofty~seven thousand. It
would be producing, it wouldnft guii producing its allowabla, it
woutid -be a marginal well. 4 |

W BMNS vompany ub,v~-

MR, COOLE?;. Give us tha% deliverability‘figure again,




B,

be allowed four times as mueh, or one million eighi hundred

please.

A The one I read Trom the sciiecule is fority-seven thousgsnp.

QUESTIONS BY MR. UfZ: .
" Q That's for the Thompson No. 12

A Thompson lio. 1, yes. B3 Compmany o. & Browun, I show -

for April allowable, four hundred, cighity-two thousand; it would

twenty thousand.
G One milliion, eight hundred and tweniy ithousanc.-=

A Yes, -sir,

, / ‘ Q= -~ MCF per ﬁonth?
; A _Oﬁé miilion, eignt hundred tuenty thongond c&bic>feet,
&} ﬁhat-ﬁould tnat be on a daiiy pasis, Me. Greer, please,
o sir? N
. A “‘Thirty-day monith would be-sixt?—fivé thousand. The BHHB
% Cbmpahy Mo. 2.
% el Excusé me  just a,momenﬁ. Did you give the‘deliverabiliQf
’ on the Brows lo. 17
? \ \ A I-dbnlt,havé‘it fbr the Broun o, 1o 1t ugsn'trin the
é séhedule.
| | M., UrZ: A1l righl, go anead,

A Blas Cgﬁpany ﬁo.;B Wyper shows deliverabiiity of oné
hundred,_forty?eigpt thousandg, an”allowable for ﬁhé month of Aorifl
of eleven séventy-five O it-wbuld héve‘bwice as much gas alloled
to i%_-- uould be two million, three hundred [ifty thﬁusand_cubic

: -feet for the month, whiéh on a thinty~day basis would be seventy-
. T -
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[AS]

.- You z8id buwice as muen. I bnat on Ju-acre trac

Ml. COOLEY: inat iz the deliversnil ibj on that
i 1 show one hundred, Torty-elzghe thonssnd,.

'{._COOLEY: HWonld it malke 3tselfT allowable?

-and naog a deldverabiliity of one hundred, forbty-eiont, so it would
make 1t. rouse wo., 1 3Seci was sllowed itwo hundred, [ifty-nine

cuoic ~- two hundred, fifty-nine ihousand. 1% would receive Tour

times ay mucii,

feelt for the month and on & v

thousand cubic-

aeven. thousand.

N
&2
sy

L TS

G “J:- -:3-:

want Lo arag 1t out, but I went to melte some corm arisons.

cuenty~eigni tn

would ne eightee

day: basls would i

capaclty bo procduce ong hundred Tive.
lio. 1 Io:

would pe allowed Pwo milllon two hmimdred thouaand, wileh o g

11 rig

cunic fect a <ay.

-
LV]

i

v

sif. It would nave sevenby-eignt tnousand a day

wiiich would be one million,

=4y

orivy tiousgand cubic

Y ~

vy=day month would ne thirty-five

N

feet a dsy,a: a an:veW anility of thirty-

jvel
s
}-.I'
[l
ny:
22
w

Company -- you want . all these?

BN

Company o, 1 McCaﬁty waas allovwed nine mmdred
ousand. It would gzetl just twico as much, whilch

n nundned rifsy=slx thousand, which on a thiilrty-

e sixby-two thousand cublec Tcal a day and has a

ntano was allowed wnirboen ninoty-oix MG, It

it isn't too much trounle. I dan‘f
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talsty=dry oasis would oo SEVeNLTmI0us LU T Gn. -
B HOe 1 Palnior -
Fels CéOL&Z: Wnotls IUs Celiveraviliivyw
’ A Oneg mundred thirty-sic,

% What ;‘;::,7 this nexv uell, wro. ’

A idext one coming up iz Palwmer; was allowed eifhieen
nundred elznty HCF for the woath, and that would oe ﬁoubl§d t6
thirty=seven sixty K¥, unica on o thirty~day basle would be o
ruondred andftwentﬁwiive phousand. 1t has capaciiy<to prqduce'fuo

‘hund?ed six;y—seveh thousand. )

@ ‘Hr.‘Gree;,“actually, as a wotter of fact,'aren{t there

‘somé;ucllz bin thé>Fu1Qﬂef'Kptz Pool that have 1060-scres assipgned
- to unew witﬁ comparablé alléwﬂbles«and comparable mHrcolens £o fhe
e allowdbles thgt jour wells have™

A Ho; sir.e If tﬁey nave. gne Lgndred éix;y acéus' Loase

signed to theﬁ and allowable, for’inétance, o only three huhd:ed-

i eightj—fivelﬂ‘F, spch a3 uvhe Greef Hoe LI mpéon,fthen its al-
'1oﬁabi§ would have been reduced beecange of its louer delive?abilibv
ﬁnd_it'might not have the canaciiv to produce any more gas, whereps
these wells have-the ability éo Protuce TIOre SAS.

o ers,<éiP.-

A So'tﬁere 1s a diiferselice.

L X realize there iz a differenca, bub gueshlon was
that there are uwells écres uith com-

) pafable allowables.énd comparanle proovilemg from the standpoiht of
- o :
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 there are wells assigned one hundred

uater tonot rou nwnltlonoed ot on are a;pu?iénclwg Shothis Gine.
Lo, iun'{ it covreety

A WMo proolens sre el acouparanle it it they dontt nave
thowubility to prouwuee Liat these wells rove, o, thorerace, ithoey
arve ﬁot comparavlie.

& AdY right, siv, woe will uxclnce Goliverabdilityr.

A viell, uvherel's -- onec ob

Q@ Yes, sir, I realize -that. Sub excluding deliverability

~ > 84 >

acres with compafdble
allowables and'cémpdrable prouvlems from Lie sﬁaudpoint of ﬁater
thaﬁ youlve mentionoed?

A 4Thbse'well§, I bglievé,‘produce nost of the“time.> They

3

dre not 'snut in because they are over produced. Tuey domt!t have

- the same problems from the svandvoint of wavcr droduction.

Q T@eyiﬁavq a‘compafable allowanlae, tﬁough?

A Bﬁt thiey arvre not shut 1n. They afe cade for,

& Yeos, sir. ﬁctually,-you can Look atjthe April proratio
sphedule,énd ascertain ﬁhe fact ﬁhdt they arc one huﬁdred sixty
acre hells with allowgbles comparanle? |

A Thatts right.

Q " Do you navpen Lo know whét the averagé, Rnownvaverage
alloweble. is for the west Fulcher Kutz?

A X WOuld.estimatg twoétweﬁty. A

Q "Would soventy-ecipght NCF ver day sound aboubt right?

=)
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L _
A T donti sean uwwo tuwenty, [ nean two willion o mont@.
;’\’ That sounds avout »i-ht.
2 Let wme ask you tiiis, Uitlic you are in your prorcitlion
seiledule there. Would yre average deliveradility for nonmarzinal
’ Cone-hundred sixty-acre wellsp;, would apount one hundred fifty—four'
HCF sound about ripgnt? -
IR vmli’r: et wes Uhe =e »
() ;Average‘délivévabiliﬁv for a nonmarginal ono'hundred
sixty~apre‘well.
; A That sound avout riznht. Fdr Fulcher-Kutz you are btalk-|
{ ing abouu?
g Q 'So,'agtually, Mr. Greer, if your reguest is approﬁed’
E DY the Commiésibnf—~ for instance, your S?éwn 5o 2, what is it,
. on forty scras?
| E A >¥e§, sir, forty acres.
G Tbe‘ﬁell on foftygécres will be producing about sevéntyv
tuo or séventy—thfee perceni of the allouable assigned to a well
i ‘Qn a hundres and sixty acres, wouidn't 17 - ..
% A Thaﬁfis correct. ' )
% Q With-respect o your Wyp§f 1o, Z,Vit is moing to bé pro¥
» ducing about ninety—six percen®, almosi as much as a well on a
% hi.adeed dnd sixty acres, isnti 1t?
A Thatts correct. . ’
Q  What about your Palmer Ho. L7
a it would be produced froh tnhree million, seven hundred,|
~._. .~
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| wouldnit 1t?

sixty thousand, one hundred twenty-five MCF a day.

Q It will be about one hundred s~venty-thres percent above
ﬁhe average of a well on one hundred sixty acre unit, wouldnttv it?
A Yo, I believe se#gnty-three pgrcent above.

Q Not onevhundred se?entj-thrée percent, you ére right,
sqvenﬁf-three percent, pfodncing seventy-thrée pefcent of‘the aver-
“age aIiowable"on a one hundred sixty-acre unit? - V

A That's correct.

Q Hould you say that the allowable ‘in this pool is extremely

-sensitive to deliverability of a well?f
T A Well, the allowable is the same as -« three-fourths of

theygilowable is based on deliverability.
Q' All right, sir. You méntioned workovers a lot,>that’yot
intend to work'some of these wells over. Actually, the primary

objecﬁive of e workover would be to increase your deliverability,

A XNo, air, just to get the water out to have it logged

off. That 1s the main type of workover that we are speaking of .

A Q You didnlt,contenplate’workoyef to increase deliver-
ebility?

A No, sir. %hat would cost a lot more money than what T

talked about.
Q Actually, on an average deliverability basls your wells

‘compare pretty rnvorab¢y at this tina, dontt they?

A: For the most part,=yea. They have the capacity to

DEARNLEY - MEIER & ASSOCIATES
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- : HINA
produco the same as vie other wells. They are just denied the !”
N rigat Lo produce.
L - Because they are assizned a swaller --
A Small@r. Thatts correct, v0o. | o - -
Q== to make it corplete?
A To ﬁake it compleie, yéé.
; Q so, actuaily,.these allouablés that'we'yé;comLardd
%  ﬁith‘the.average -- the allouwables &S’é resulﬁ,_ifAyovrvrequest»~
~is approved, if, due Lo these woritovers, cven though it is now
ihﬁentiqhally, the déliverability of éome‘of those wells,igfili;ﬂved”
and' ., the allowable‘fi;ﬁve tﬁat jou estimated here would increalse,
wouldn;f’it?
'A'—That's,correct.
TN ’ . .
MR. BUELL: Fhat's all we have, Ir. Hxaminer.
%i ‘ -MR. UTZ:' Are there ahy‘other quesgions of the witneSS?_
QUESTIGHS BY MR, COOLEY: |
E | o ; o _ b
] Q Mr;xGréer, the operating and 1lifting expencses on all >$mh_
6f‘the sight wells, that is,’eicluding the Copp Ho. 1, which-is
plugged and abandoned{-all the wells with the gxception of Copp
: ‘Nb. l:are_aboutrfhé same?
; A It varies a lot with each oporator. Some operators get
&by fqr less thén others. Some of the people‘take‘care of their
owh weilé and dont't itemize théir coéb ana éo they don't have thﬁ,
saﬁe.records as other éeople that hlre all their qopk done; But,
4) ;n generai, I woﬁld say that the cost woﬁld.bé‘about.the sarnie.
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LS

severn hundred and sixty?

acreage factor one would result in sssignment of allowables some-

sach well, the: cost of its sxact operation.

rant keeping them on production yéarly,‘gross income?

5

tiere 1s a span nere velwecen the allowavles ithat would

P

&

be zssipned to tinesc wells, almost three to one, and the Krouse
Beck #o. 1, I velieve under your calculations would bLe assigned
a 'ti;oixsazld and for:t'y MEW 9

A Approximstely, jes,.sir.--

Q

). And the Palmer lio. 1 would ve assigned three thousand
A Yes, sir.
Q@ B8%ill, the operating cost would be approximately the
sane on those tuo wells?
A That is correct.

g 1In view-of'this, it must bve That the aSsignment of an

thing in excess of what is necessary to warrant. the -operation of
the well, would it not? -
A Well, in some cases that!s true. I don't believe we

could aSsign or determine a formula which would exactly provide

Q@ What, in your opinion, is the ameunt of money that,woulg

be necessary to be derived from each of these eight wells to war-

A“ Y believe I said earlier thati an operator should have
something like a hundred to. a hund?éd and [ifteen dollars a month
after taxes and royalty at the-time that he is faced with the work-~

a4

over to put the well on producticn, in order to“j}ustify the work-
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over ratiner than plugging vne well.

Q 7That 1s the preclse thrving I am trying Lo zgetv ot here.
Nowé"we havé one hundred fifteeon dollars 2 monﬁh, plﬁs taxes ana
royaliy. How much does thatb mnoﬁnt to?

A VWell, on an average lease, say with no override, it

fiould take aboub a hundrednand forty-five dollars a monfh'gnpsé
to provide that incoms.
Q—:Abguﬁ one hundréd forty-fivéAdollafs a month?
A 'Yes. | |
& And multiyly that oy twelve and give me a ygarly‘figure
pleasé; T o
A _WGli, I guess seventeen nundred forty dollars.
Q Hou, ean you convert that hundred and fbrty—five dollar
a month_to MCF of gas?
A Yes, sir.’ ﬁill be approximately aimiilion fnd a‘héif,
qQ Aipproximételydémillion and a half?
A Ye$;>sir;> |
' Q And you feel tﬁap joﬁ»gaﬁ operate these wells and not
be dbﬁpelled“to shut them in‘with an allowable of sbmething 1like
a ﬁil‘ionvand é half? |
A That!s true. Of course, as you know, the workover pro-
blems.vafy and it cou;d be“that a well would come up for vorkover
with a more serious job, or it would cost more,or another one
would cost a little less, but I think on the average that is a

pretty reasonapvle figucre.’
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us that -this is .the best approsach frow sn overall standpoint and

(S5

Q@ But under your proposal, six oul of the eight would re-
ceive considerabdly in excess of a million and a nalf, wouldn't
they?

A Yos, they would. ue explored the problem ~thorougnly

and found it veby difficult o arrive at socnie manner of allocatin

gas to these wells which,would‘Serve_the purpose. It appeared to

that certainly any inequalities resulting would be no greater tha

those already existing under the established allocation formula ..

“as 1t applies to nomnmarginal wells.

-Q Now, that brings us to the next point. In answer to Mr
Buellts guestion concerning the éihicacy of the existing pro-

ration formula in Aztec-Pictured CLiffs and Fulcher Kutz Gas Pool

I bglieve 1t was your answer that the formnla, in your opinion,

~ breaks down as the wells decline, is that correct?

JA‘ iivbreaks'down_when it getSto the point thafia‘gortain
amoﬁnt of gas_is all¢ca§ed tb a man to'ﬁroducé-and yet he can'i
pﬁoduce‘it‘beCause>he is férced to plug ﬁig;weli'and leave theyga
1in the gPOuhd. At that point it vérj'&efinitely b?eaks down.

@ Isntt thig breakdown to wiich you refer as a result of

- the low acreage dedication of tnese wells rather than the declire

of the werls?
A That. is correct.. The wells have the ability to produce

% And 1t!'s not the proration forinulats fault, if: the wells

‘had the acreage to dedicate to them? -
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factor of one, they would Zev enougn. gas and 1t appears to uvc thab

& IT taey nad the acreage cedicuved to then, bad they ceer

drilled after the establishment ol ene hundred sixby acros, ue

uculd not nave tiie problem as to tals paviicular problem.

4 You agree, of course, thal the Tormula was designed to

- >

~

proviae the allocation of gas to wells spaced on one hundred sixty

[

acre acres since that is the dcreage set up in the pool rules?
A Yes, sir, we talked avout it at the time,and
considerable discussion -at that ;0 making exXception to

wells drilled prior Lo the s acing order, and the final oubcome wasg

that the Commission decided not to grant exceptions at that tiime.

-l
s
o

Houw, we are faced with premature abandormient of these wells, and

2o

et

Teel we have just a little differen

picture than at the time tha

the proration formula was adopted.

=
¢]

- Q  Then, ir. Greer, what you sesek is a miniman allowable,

{

4 Well, sir, uwe -- whalt we scek jis to prevent premature

abandonment of the wells, and wnder the present allocation formula

thhey don'it get enough gas. Ang if they were given an allocation

that would solve ithe problemn.

1. COOLEY: ‘hank vou.
J

o

¥

i

A
59
*

UiZ: Are there any other guestions of the wibtness?
Mit..3UsLL: I have cne niove, Iir. Lxanminer,

YA T N TN ATA CCESTLT A OV T N
RECROSS B AMTHATICH

BY MR. BUBLL:
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U

e pearee e St

proper relief bdefore the problem -

“ e Ureer, Gld you hear v, raddox testify Giils rmovnina?

i ~T. ) 3 s
I8 L Sy 31,

~ . b
]

¢ I belicve e besbifled that® Uhe Live LS3Y Coupany uells

o
f
H

netted, in 19,7, five thousand dolliarsg

A I bpelieve thratt's Hrue.
& Would you, as an engineer, recormend Lo -- or would you,

as an oil wan, abaadon five wells bhat were ma

1. ~

king five thousand
dollars a year?

A Ho, sir, and I don'ty believe ilr. kaddox intends to plug

“them right away, bui ne has a little foresight %hal he can see in

another year or two that his wells are pzoing to bde in the same.

ne is seeking whal

I think is

shape as lir, Stearns! wells, and

o
o

asconds on nim and he has to

S shut down with.nothing ~-- no gas to produce and a decision to make

and possibility of a lease to lose arnd nmany very serious nroblenms
J g J J 2

that ne is going to be faced witi.

@ HMrs Greer, as I vecall your answer Go my guesilon ilsith#t

-

you would not plug nor would you recommend plugsing?

A Wot at this time, oult he is even right now faced with thd.

roblenr 1f one of those wells noes dead ag Lo uhether he can ationd

to put it back on productlon. f ’ ' -
Q Yes, sir. And you also said thiat the [SBU Company!s oro
blems were anticivatory. Wouldnlt you tnink, then, that this re-

guest at this time 1s oremature?

>

A HNo, sir. One of his wells could 7o doad tomorrow.

3
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L. Sowouldntt he walt a yeor or owo wivil e g o problen

Y

and then come Lo tlio Gornmiasion vith

T LE nis well s

Sy

TR

dead iLoorrov o

migsion and the land owner cancels nis lLe

too long.

G I am

but let me ask

RIE ) ey
10 1T doesnty

‘produce i'or aboul sixly aays -and e walts on nearings for the Con-

jo?

ase, ovincn e hos weited -

gure you meniioned this in your direct, lr. Greer,

el
| Rl

jou aga

pu]

“these wells every day?

reasonavle amount of gas which 1

Ny T wilssed 1lte

Why dontt you all produce

A Their allowable was so low that 1o 1s alwmost impossible

or impractical for the pipeline company to take such

of gas from the wells and produce

weeks and itinen

¥

)

Q Hr. Greer, howu

v

shut the wells in.

A

do-you reconcile

them every day, SO

a small arnount

shey take a

5. thelr year's allouwable in a few

with respect 1o the wells on the 1560 acres with comparable allou-

ables that they didn't have your problems necause they produced

every day ir they have a comparable allowavle; if they can do 1%,

you can do 1t,

couldntv you?

A “Sooner or later they are going

Lo nave to ve plugged.

Naybe not this month, vut pretty soon they ﬁillvhave

becouse they simply cannot pro

they can produce and get out o

can get- out of

v

Q laybe

LUCEC .

o

)*&7
[y
s
-t
o

the greund if the Comizsion wlll let

" . . K
! can.get av 1t this

o he pluzged
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s

cally possible to produce the wells that are tie suvject matter of
this hearing at their allouavle rate on a caily basis? Is 1%
piiysically possivle? T dont'i care wnat the pipeline does. Is 1t

1ysically possible?

'

A It mignt be phy‘ically p0u31010 out 1t is so impractiical

e

hat I eam sure ne i'hcr one of the uwo pipeline compsnies in the
aresa would attempt it.

G But it is physically possivle?

A Tt is == It'd esay it is not ecopomlcal1y poss ivle

0
I__l
o
ci

Q@ And i they were 0 produced, vou would eliminate
of - your concern ana uworries about workovers, would you ho

A

poeey

0, sir You would eliminate part. of them,’ out you.woul

s 1

not eliminate the fact: that you wouldn'l have cnoughn money o per-

s e

form Ghie workover, if it occurred.

Q If the well is never shul in and Joesn!t load up with

water, you donti need to work il over so long as i¥ 1 oducing
every day, do you, lir. Gree

A IT you can ford %o have a man ouvt Tthnere to blow:out
the water, which, of cour sorle of these wells you cantt do that
Tignt novie.

Fle BUALL: Thatts all ir, Ioiamine

BY ikte YillX

I} .

G lir.e Creer, the voint is that on these wells there is

v

producible gas that is going to have to be abandoned under ine
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the well and may be unrecoverable to the entire poél.

.never reeovered?

rproduced from the fornation? _ A That 1s trua.

-regard %o applicability of the formula on this well, uhat you do
N with 160 ‘acres?

'is uneconomic to produce it "1t just hasnt't got the ability to pro-

"produce at such a rate thgt they could get their gas out‘of the

ground? R . A That is true.

the present situatlion -~ - A That is right.

Q == on the wells; these wells have an acreage factor of

less than 17

4 It is ﬁnrecoverable, definitely, to the person that owns
Q At least some of it is going to be left in the ground and

A That is true.
Q And the man that's got the acreage factor of 1, by the

time his ﬁell goés dead, 1t means that there is no gas that can be

- Q So we accually have an entirely different situation with |

A That's true. Hhen 160 acres reaches the point that 1t

duce the gas that is under ground, so there is no more recoverable
gas.
Q And -at the time these people drill these wells, they cor-

tainly had a right to assume that they were going to be allowed to

M. VERITY: T belleve thatts all,
One other question.

Q (By Mr. Verity) He'vevactﬁally got two faétdrs here,
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<réquired,to.5hut-in to make»up overproduction because of the prac+

-tina thoy will water-log, but they face that hazard.

mal illouablb_beeause of the wellts water-logging problems; the

ract that if it was shut in for overproduction, that the well woull

haventt we? One I'rom an economlc standpoint you have prematureli
abandéned ~; o A Thatt's right.

- Q == but evencover and above that, these wells that‘cannot
produce up to the level required, so that you actually have an
bverproduction and & required shut-in period. ‘Thoée wells just
Qaﬁ't be produoed at all on that basis, can théy?

- A They havs more problems.

Q They are just -+« when the situation 1s such that they ax

tical errqquthat the pipeline company wouldn't take'a'smallnallod-

able, as is accredited to them, then, when they are shut-in, then
they are going to water~1og, and they can't be revived, isntt that

corrcot°

A They face the hazard of water-log;doesn't mean that ever

Q That is.the problem, and 1t 1z over and beyond the mere
oQononiCa of a winimum, as Mr. Cooley was referring to?
A Thatts true. |
M. ?ERITI:' Thatts all.
QHESTIQIS BY MR. UTZ: o
Q NMr. Groer, did you recommend that a well in the Fulcher

Kutz or Azteo Pool be assigned an allowable of more than the nor-

not come back without possibly swabbing? Tn other words, do you

e -

[y
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-~

think that 1s the basis for a well producing more than a normal

allowable?

A DNo, sir. I% doesn't need to be granted the bonus bocau+e-

1t water-logs, doesn!t need the bonus.

- Q@ In other words, because some of these wells that you hé\

on your application weter-log and will no doubt reduce their allo%a

ablo.and'havo to be shut-in and ﬁeuld still be ﬁater-logged, you

dontt think they should be allowed more allowable?

A I don't think they Should be allowed. In fact, we are

- not asking for a bonus, We are jush asking for vhat-- a chance

“to produce uhat‘is under our land.

~-Q There hA;‘been suggested here 15 this hearing that ab
well with'ﬁaterélog should not even be shut-in?
A _Théf's true. You dontt have to give it a bonus not to
shut 1t in, Just glve it 1ts ability to produce.

Q@ Mr. Greer, in answer to Mr. Cooleyt!s question, was the

Hono hundred forty-five dollars a month that you spoke or>groas
income, including royalty,.taxes and everything?
A Yes, sir. With that amount of money, i1t would be a breajk-

even proposition. I wonld conslder four of these particular wellJ.

Q Do you think that -amourit of incomo‘would take into con-

siderdtion and give tho“operator enough cushion,>so,to speak, that

he oould anticipate aponding:a 1ittle mone?’ir it 1s necessary?

A That allows a thousand dollars for workover every twentyf

months and leaving the- operatOr absolntely no net income.,

re
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- cortalnly would be a relief to the mo jority of the wells.

sbandonment of these wells?
that anount of gas, fifteen’ hundred NCF?
et workover job and 1t might take ‘a little more.

‘ age, "I think thils is reasonably close.

~1s not going to gunrantee, but it certainly would go a long ways

&

Q Then, it appears that your testimony that fifteen hundr:

MCF a mopth'would take care of the objectives that you have on th
’seven wells, or elght wells, including the blugged and abandoned
well? | | |

AiA Well, if each well were aliowedtto produce that mueh, it

Q ‘Well,‘my Question'is, is itvénough to prevent premature

A I think it would.

Q How, hou many or thase wells are capable of producing

A Excuse ne. ‘Could I elaborate on that last question°

fhere 1s' a possibility ihat you will get a well with a more serioﬁs

- Q Ubll hoﬂ ‘much more?

A Well, that is going o vary with the well. On the averd

Q: Hgil; let?s put the thing on a sound economic basis. Two

nillion a’uoéth?-

A Uall ihat I am talkihg about is that any time -- this

toward solving the problem.
Q You think two nillion a month would guarantee 167

A I think two million a months would be more practical to

allocate.
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BrOm ‘00 20‘ )

right?

Q Now{ back to Hy original guestion, the last question.
How many of these wells are capable of producing fiftéen hundred
MCF a month? Probably a shorter way to answer, how many of them
are not?. | A A1l but one .-
| Q Which well is that?
A'_quuse No. 1 Beck.‘
Q How about the FThompson No. 17 | | »
A That will be aéfuily close,rﬁill be just nip and tuck.
That deliverability is caicula#ed Against half the shooting ﬁrqsé
snré and:operateé against thelline pressgure a~11£tle'less than
ha;f.qr 1%s shut-in pressure. Chances are 1£ will just about do
1. | i | |
Q And the Brown No. L will be all right?
Yes, it voulé be;

A

Q The Brown No. 22" - A Ybé,,sir.

Q’ ﬁhaﬁ was'ﬁhe deiiver&biiity on that well, do you know?
\ . , |

My figures show a hundred and eleven thousand on the

‘Qj»And the copp‘xo. 1l 1is pluggod,and abandonéd, 1s that
. A Yes, sir,
'Q Would you recommend, Hr.fGreef, assigning an allowable
;p theée yallalin excess of the amount they are capable of prodnc1
ing?
" A Qell, that happens; of course, ali the time, even under

the nonmarginal wells. And if they are assigned an allowatle now,
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they might make 1t for six months or a year and then drop orf. 1

think that is really not too blg a factor to be concerned with.

Q Well, you do not accomplish anything by assigning it any

mbfe allowable than it can produce?
| A No, thatts right.
Q Actually, it has an effect of taking allowable away" froq
other wells that can produce it, does it not’ ’
A Hell, I don't know uhether 1t is taking it auay from
other wells or giving it back where it originally belonged.

Q If the wells don't produce the allonable assigned 1t
loses it anyway, does it not?
A Gh, surs, that!s right.
| HR; UTZ: Aay other questions of the witness?
MR. COOLEY: Yes, I would like to clarify one point.
QUESTIONS BY MH. COOLEY: |
., Q Mr. Meddox! testimody, I believe, was concerning five MSBW
wells? | B |
| 'A Yes, sir. I think he had another well that is capable of
lprodncing more gas.
Q !here are two other wells, evidently, which are not the
suab ject of this hearing to which he rererred and grouped together
with the uells that are the subject of this hearing?
A Thatts right. '

Q The two thgt are not here 1ncluded considerably bettor

wells than the three that are included in this application?
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. wells on the small acreage.

 tQ récall Mr. ngddoi to the stand &s soon as Mr. Greer is dismi ssd

‘would you sare to come and resume your position at the stand,

on the. three wells which are the subject of this hearing? The

“the other two wells %o uhich you referred in your former testimon1

A I believe they are. Let me check. I believe they had
160~acre allowable and they had higher allowables, that is cor-
rect, so 1t brought his average production up.

Q Then the average figures that he gave =~=-

Apply -- |

- certainly wouldn't apply to these three wells?

> o >

Applied to his operation, npt necessarily'to the lower

M. COOLEY: ; In view of that, Mr. Examiner, I would 1likq

MR. UTZ: 'All right. Are there any dthér questions of

Hr. Greer? If not, the witness will be excused and ur. Haddox,

please, so we can ask you a couple more questions?
(Witness excused)

ROBERT L. MADDOX,

racalled as a_witness, hav}ﬂg pﬁeviously been duly sworn on oath,.

teatified_aé»{gllows:
QUESTIOHS BY MR, GOOLE!'

- Q@ Mr, Maddox, can you give us the average 1ncome per well

uccarty No. 1, the Hontano No. 1 and the Palmer No. 1, excluding

= S o i
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r“"\

) hundred and seventy dollars and seven cents.

‘_prodnced one ﬁhousand, ninety-one dollars and seventy cents.

that inalude Poyaliy-and taxes? -

5riﬂty-three'dollers end'fenty cents.,

from your net --

A Well, I can give iou the 1957 figures. The Montano ﬁo;
1 produced “one thousand, sevee hundred rifty-two dollars and ninef
cents for the year. ) -
Q@ Ome thousand what? |
A ueren hundred and rifty-two dollars and ninety cents.

That was the gross. The Palmer No. 1 produced one thousand eeyﬁi

The Hccarty Ho. 1l

Q Now, do you have all the - expenses you 1ncurred on those
three wells dnring the ysar 1957 itemized ton?
A No, I have. 1t all grouped on the five wells.
 30&#@ the expensss be approximately the same -~
Yes, ‘be e.bout the same .

== por each well?

.p D "p o

The expenees - operating expanses on the five wells is
one thousand, rour hnndred and forty-one dollars and three cents.

Q T guess -- that was just your operating expenses? Does
5~ lAc-¥had ls operatingiexpenses. The bax is five hundred,
Q Boyalty? ,
A line hundred, forty—two dollars and thirty—seven coents,
Q Approximately three thousand dollars total deductions

| A Yes.

Q ~- to arrive at your net?

y
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; nine hundred dollars each for the year 1957?

A Yes. Approximately three thousand. Approximately eight-
sen hundred dollars on the three wells.

Q Approximately eighteen hundred dollars would be deducted
from the gross lncome on the three wells to arrive at your net?
A;'Ies.l: ‘

Q And what would that leave you, sirfb‘

A About -- approximgiely two thousand, eight hundred thir-
tegh déllars. ‘ , . | &

Q@ That would give you a. nat income per well of approximate]y

A Ybs, thatts about 1t.
MR, GQQLEXS That's all the questions I have.
>>HR;'UTZ§‘ Any other qnegtions of Mr. Maddox?
| ' REDIRECT EXAMINATION (Gontinued)
BY HR. VERITY: |
ur Hnddox, you supearvise thease wells yourself,dontt you?

‘T have a man hired to wind the meters. C:}

But you supervise him, dontt you?

» O > 0O

YQSQ

Q And you haven't included 1n those expenses anything for

auporvision, have you? o
A No. This is the actual money that was paid out. I didnWt

rooeivo anything for supervision,
QUKSTIONS BY MR. COOLEY:

Q@ What do you feel a reasonable cﬁarge for your supervision

would be?
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| twenty dellars a year.

| down there and figure your:car expenses, which 1s about twenty

-doln the east side of the river and firteen miles down the west 81d

A I go down there at least once a week, s0 I am'therevrour
or five timss 2 month to the wells. If I have any trouble, I go
do¥n and work on the well. Without any tréuble, I am there from
four to five times a month. You can rigure at least five days a
nbh;h. | “

Q If you had to employ someone to do this for you, what
would it cost? |

A I think it uould cost me at least seventy-five to one
hundred dollars a month.

Q For all three wells* ' vi‘" LT

A For all five wells. I'& say at legéﬁ twenty ééilars'on
each well.

» Q Twénty déllars a ﬁellf
A Yos. Sixty dollars for three wells.

Q 8ixty dollars for three wells would be seven hundred
A I bblieve‘thétts very reasbnablé‘when you run your car

miles. Well, it is really more than that. Tt 1s seven miles from

AzteeQ I livo at Aztec, so you might say it is a rifteenemile tri;

Q Hr. Maddox, if you say it is reasonable, T am willing to
accept it. ‘
A I em just trying to arrive at what & reasonable hargs

for supervision would be o these wells, and seven hundred twenty

lo .
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dollars soems reasonable to me. However, I have no experience
with that. Well, I know that isntt too high. Probably have to
pay for it if I hired a man,

Q That would reduce your per well income down to around
seven hundred each per year? - A Yes.

MR. COOLEY: .Thank you. Thatts all the questions I havw
MR. UTZ: Any other. queatione of Mr. Haddox? If not
the witness nay be exeused.

A I might add this. -The reason this Herdge's No. 1 and
Hordge's No.- 2 1s not included 1n this petition, the Hordge'e was
allocated on 1l60-acres. The Hordge's No. 2 is off proration
beeanae 1t produced ‘I guess 1t was 1ees than a million a month;
1sn't that the rule? And it has been off of proration for sbout
a yecr. It is on lho-aeres.

HR..UTZ. "hat!s a marginal well, then?
A Ies, marginal well.
MR. UP2: Do you have anything further?
MR. Y}EI‘BYQ I have no further testimony, !our ‘Eonor.
M. UTZ: Ang other statements to be made in this caae?
MR. BUELL: I have a statement Mr, Exaniner.
HR. COOLEY: 1Ia there any more testimony in this ease?
MR, BUELL' Pan American Petroleum coupeny isin a
rather unique poeition in this hearing in that our position 1s
friendly opposition, if there is such a thing. We realize in

some of these older wells that were drilled prior to the atatutes

*
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and prior to the ruleS»oh‘small tracts, it certainly is possible
that hardships may result. Wetre friendly to that standpeint in
that we underastand the general‘problema Our opposition is en-

A tirely to the method of seeking relief. If the application here
- today is approved by the dommission and a precedent is set,
‘>actua11y, 1t naans complete abrogation of allocation formula be-
- cause in any case where a well has an allowable reduced due to
the gliocqtion formulg,<simply obtain an exqpption, your alloca~-
tion formmla becomes neaﬁiﬁgless.. The testinony of Mr. Greer
showed that in one cﬁsé one of the wells in question, 1f the Com-
»nission approvos 1t would produce 73 percent more gas than the

avorage l60-acre gas well. I dontt believe.that could be classi-

‘fied as equity by any one of the statutes of New Mexico. Article

65-3-1h contemplated such a situaﬁioh as we have hore, and in
Section D theresr, it readé Ehié wﬁy: "Hinimum‘aliowablélfor
some uells nny be advisable from time tn time, especially with
respeot to uells already drilled when this act takes effect; to
the end that the production will repay‘regsonable 1ifting cost
and‘thnn prevent premature abandonment And resulting waste.”

: Actu#lly, it seems tﬁat the statute contemplated the’very
~situation that we are faced uiﬁh here, And it would seem to us
that thé more oquiﬁable way to approdch the pfbblem uoﬁid be_on
an individual well basls under the statutory ppovigions, Gore
tiinly'that -~ even that method, to sdie‘extent, if granted, 1s

going to distort and amend the allocation formﬁlag but 1t
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wouldn't.result in a complete abrqgation of 1t as this request
N | 'here téday will, The extra gas that is going to be assiénad under
either’method is going to ocome from some place. It 1s golng to be
taken away from the wells to which it is currently assigned under
the allocation formula and given towthese othqr wells as excep-

tions. Certainly the reeord.is crystal clear with respect;to the , %

_thrée MSBW Company ﬂglls.'vThey-have no problem there. It is dow

L

the road. Thelr own witnesslfrankly and honestly admitted that,

[

80 cartéinly;no'con;ideration at all should be givén those three:
wells. With respect to the others, it is Pan Americants récommen"

dation that this request be denied in its entirety.

MR. WADE: Yonrl;onor, I would like to make some re-
sponsebﬁﬁ that; On every poinf,bas a matter of’rééf. To start
| | with, the applicgnts in this cﬁse have found themselves with a
} 'lot of friends, all of wnich want to see them not get a rel'i_éf to
@ situstion that they =1l admit should be relisved. You will
prbbably recall fhat the Commission on ifs own motion set this -
R -  1neqﬁi;y down for hearing and suggested that it be handled on 2
‘ matter of minimum allowables, andAtheﬁ a whole host of friends
came in and said, "We feel terribly sorry for you. We realize thpt ‘
your situation and plead 1is great, but we cantt see the word

‘minimwa allowable used because it is going to cause us trouble

f" , all over the state of New Mexico."™ And so in order to try to get
along gith aav-any people as possible, we diamisséd that applica-

tion, or rather we requested that the Commission dismiss it, and
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' cause -- due to the fact that at the time we ﬁrilledathese wells

~ that when we drilled those wells on jO0-acrs tracts that the Com~

- should be ‘an avéraghkractor of production, but we are going to

‘these wells were drilled. We think that that is improper, and

‘drilled the wells.

Awo'riled this one. And we would like to point out, Your Honor,
in response to stitenénts‘made by counsel that quite the contrary
to what he siys, that this is going to reabrogate the proration
formula. It is nop going to do that at all. We are talking abou
that small and very limited olass of wells that were drilled prio
to June 22, 1948 when the 160-acre unit size was pfqnulgated
in Order jo. 748 Now, we think we are entitled to this order on

two different things. We first think we are entitled Lo 1t be-

there was not one sﬁggestion that there was anything wrong with f

drilling them on lO-acres, and we had a perfect right to assume

wmission or otﬁéf: would édne along later and say, "We ars going
to penalize you because you have fallen below what we hel;eve»ig

the préper unii and, therefore, we are not going to giis~ypuﬁwhat
let you fall below that." There is nothing on record at the time

that they have the'rigbt to produce a reasonable amount or'the.
gas‘fhéf is in place’ah& is underneath 1it, and we think}that-it
i1s not going to ﬁe unfaif to the others to alloﬁ these uel}s to.
produce a sufficient amownt so that they can do what they had the

right to assume could be done at the time that they staked and

[l

~ In addition to that, we belleve that purely from a stand-
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point of premature abandorment, which counsel would li&g to suggest
N we are entitled to it on. We think we are entitled to it on that,
but we don't think we have to put a tag on it that says "minimum
allgwgbleﬂ'because wé know that there are other people just like
him that are very friendly to us and realiie we have a problem.
And it is not'fair to make us go away »dnd‘leaie all the gas in the
| grownd. But vhey just dontt want to see it dome in this fashion,
80 We say wérére_entitied to the reiief tha# everybody sooms to grant
and agre§ that we Qhould get on some means., We say thatvwe’gre

‘ entitled to it»gnd that the proper and the best way to aliow'it,is
to give us a#jdllocation factor of 1 which we think we afe entitled.
| to boeéuse we drilled our well in a proper uniﬁ 1n~the‘rir$t place
end, therefore, Your Honor, we think we- sre entitled to tﬁi; order.
‘One gopevyhing in response to that. He is disturbed’about:the fact
tﬁat on§~or‘these wells is going to make more than thé}norndi'al-' |
iougblé. ‘Let ma.éoint out to the Commission thaﬁ,thabnts the ‘reasopn
| that well has got a little more alloweble, if you give 1t an.aéro-
age rac;Oryiariﬂi, .'1s because it has a fery high deiiv@rabilitj
factor :ﬁd’therq are some welié in this pool that are making ten
timna what . the average 1s, and counsqi was restrained about the
rgot‘thatvthia one would make a little bit more than the AVGIARS .,
It%s got its deliverability under this LO-acres, but it ocannot re-
covuflphe gas that 1is under its LO-acres unless it is given an

aoreage attribution factor of 1, We say there is a grave injustice

that has been committed against‘these'wdilsa and at this late date
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va; Verity inferred that we admitted that relisf was 1ndicated in

' ‘prineipal, to a ni‘nimun allowable on s state-wide basis, but I

what ours was. Apparently, there ian'i such a thing.

The condition is not uncommon with what is found in the devglopnonﬁ

these appliceants are asking that they be given some relief from
that injustice, aﬁé they say that the best waj for this Commission
to do that is by granting them the acreage attribution factor of 1}
MR. BUELL: Mr. Examiner, I firmly realize that you
wouldntt want to get into a statement -- snswering a ttatemsnt

Situation, but I would ask leave to clear up one or two things.
these wells, Frankly, based on the data I have seen here today, I
dontt believe I could sincerely admit. that nor do we admit that.

I will rrankly admit that we are opposed, as a matter or fact, of

would again point ont that the statute contemplates an individunl

'well basis so that all of the problems, all of the facts to a pecul

1ar 1nd1v1§ugl'well can be considered and equity.done., It1l admit

=tgat we ®ere ome of the friends that he mentioned that were opposed

to a state-wide minimum allowable, and just like I stated at the

outset, if there was such a thing as friendly opposition, that is

st@toncnt. »
MR, UTZ: Mr. Woodruff.
MR. WOODRUFF: Mr. Woodruff with El Paso Natural Gas
Gonpany. !he problem we are facing here today, apparently, is

handling the pioneers of development in the San Juan Basin area.

MR, ?ERiTYz Your Honor, I take no exceptions tdvhisklast
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‘bo economically and adequately developed on. In such instances,

~or additional aoreage factor to a well. I can give one instance

{ of therapplicant in tbls case for lncrehsod acreage allooation is

gas in accordance with existing rules than their proposal which
would prevail for these specific wells having small acreage allo-

‘eation, having been drilled prior to the institution of 160-acre

11

of a petroloum reservoir, or initial development aha.later Found

to be on a gmaller acreage basis than 1s found that the flel .can

it 1s not uncommon to give cogsidoration to such a well, and that

13 often done and normally donme in my experience by theuasoighment

which, while it is an oil reservoir that has been true in Texas

uhere we startod orr with a uo-acre allocation and later ended up

with 160. And 1n that particular pool the ljO-acre wells were giveI

the samo tllouables es 80-acre wells. Ve boliqverthat the approac

the appropriate upproach, “zhe assignment,of a minimum alloygyle

on_a“pooluido basio would do more to disrupt the allocation of

spacing.

"WQ would urge the Commission to give -serious consideration

to inoreasing the unit for any well to prevent the premature abandén

went of that well where suoh unit is for a well drilled prior to‘
the institution of 160-acre in the pools in ‘question.

MR, COOLEY: Let me diroct one question to Mr. Woodruff.
Youtre taking two of the throe-glternates; assigning an acroagel

factor of 1; second, the assignment or the establishment of a pool-

wide minimum allowable. What is the position of your company with
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would see no objection in an approach on a well by well basis.

4 wést of Seetion 29, 30 North, Range 12 West for the reason'yhat'the

‘“ $eotion 28, 30 North, 12 West rather than 38.

| If not, it will be 30 amended. .Any other state enta 1ﬁ this cage?.

| cure IN APPLIGATION OF A. A. GREER ET AL FOR AN EXCEPYION TO THE

ACREAGE FACTGRS ESTABLISHED BY CRDER R-565-C FOR CERTAIN WELLS IN

regard to well by well minimum allowable as Mr. Buell interprets
the statute?
MR. WOODRUFF: I believe the Commission has the authoritn

to commission well by well relief where the facts Jjustify it; and I

MR, U1Z: Any.cther statements? -

MR. COQLE¥: ,fo thé record. |

(Discﬁgsicc off‘the recora)

MR. VERITf: Comos now the applicantAand moves to delete

the BMNS Company's Gopp No. 1 Well in the southwest of the north-

same ha;vbeen‘piugged and abandoned subsequent to‘the filing of this
application. Applicant also moves to amend its application with rﬂ-

gard to MSBW Palmer Ho. 1 Well to show that the same is located in
HR.' vrzZz:  Is there objection to tha amendment as stated?

MR. COOLEY: Mr. Examiner, I would 1like to read into the
record a telegram this Commlssion has received from Aztec 01l & Gaai

Gompany and I quote: “RE CASE 1461. AZTEC OIL & GAS COMPANY COM-

SAN JUAN COUNTY, NEW MEXICO. AZTEC OFFSETS MOST OF THE WELLS IN--
VOLVED IN fHE APPLICATION -- IN THE APPLICANT!S APPLICATION AND HAS

SEVEN PICTURED CLIFFS WELLS DRILLED ON A l;d-ACRE BASIS PRIOR TO
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ORDER 748 THAT HAVE AN ACREAGE FACTOR OF LESS THAN ONE. SIX OF

'THESE AZTEC WELLS HAVE BEEN SHUY IN FOR EXTENDED PERIODS OF TIME

I~
DUE PO OVERPRODUCTION, AND SOME RELIEF SHOULD BE GRANYED TO PREV
PREMATURE ABANDONMENT. :
: -  AZTEC OIL & GAS GO  QUILMAN B. DAVIS.
MR U‘fz; A,n’yvother statements? If not, the case will
Be taken ﬁr;‘de;‘ advisén_;qgt._ , '
../
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CERTIFICAZLE

——-—-—-——-—--——.—9

STATE OF NEW MEXIGO )

. : 33

COUNTY OF BERNALILLO )
'I; J. A, TRUJILLO, ﬁotary Public in and for the<COpnty of

Bernaliilo,-staté of New Mexico, do hereby oertify that the fore-~

' going and attached Transcript of Proeeedings berore the New Mexico

0il conservation commission was reported by me in stenouype and : S
‘reduoed to tynewritten transcript by me and/or under my personal
supervision, and that the same is a trus and oorreot reoord to the

best of my knouledge, skill and ability.

WITNESS my Hend and Seal, this, the (e 2% day or #__-, |

1958, in the City of Albuquerque, County of Bernalillo, State of

New Hexioo.

. Hotary Publie

| My Commisaion Expires:
Ostober 5, 1960,
I 4o horaby nvrtiry ugqg the foragoing {s

:beoaj G raf vl qr t¥e proocedings 1n
, a£< T ;cmaxu¢/?6/
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