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BEFORE THE 
OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 

June 24, 1954 

IN THE MATTER OF: 

Application of J. D. Hancock, Jr,, f o r an 
order requiring ratable take of gas i n the 
West Kutz-Pictured C l i f f s Pool, San Juan 
County, or for proration of gas production 
i n said pool. 

Case No, 
696 

BEFORE: 

Mr. R. R. Spurrier 

TRANSCRIPT OF HEARING 

MR. SPURRIER: Mr. Kellahin, i s t h i s your case? 

MR. KELLAHIN: Yes, s i r . 

MR. SPURRIER: Mr. Kellahin are you ready? 

MR. KELLAHIN: We presented our testimony at the hearing 

last month and except f o r rebuttal, we have completed our case. 

MR. SPURRIER: Is there anyone else who has testimony 

to present i n Case No. 696? 

MR. SMITH: J. K. Smith on behalf of Stanolind and Benson 

and Montin. We have some testimony we would l i k e to o f f e r . 

MR. HOWELL: I would l i k e to make a motion. Ben Howell 

representing El Paso Natural Gas Company. I make t h i s motion with 

f u l l appreciation of Mr. Hancock's problem there but I am also try­

ing tn hft r e a l i s t i c i n view of the d i f f i c u l t i e s of p i t t i n g into 
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proration up here. El Paso Natural Gas Company i s not prepared at ; 

th i s time to offer any testimony i n any Pictured C l i f f Wells. We 

have no production i n the West Kutz-Pictured C l i f f s Pool although j 

we are a producer there. We are attempting to make studies i n ; 

order that we might come up with some recommendations that would 

| have some v a l i d i t y . I t appears generally that the result of what- j 

j ever the Commission does i n the Mesaverde may well influence 

i recommendations that operators might want to make i n the Pictured 
i 

C l i f f s Field. I would suggest that getting into the proration of j 

' a single Pictured C l i f f s Pool prior to the Mesaverde intends to put 

the cart before the horse. With that b r i e f statement I offer a 

suggestion or motion that t h i s case be continued and heard with the! 

other cases regarding the Pictured C l i f f Pool. 

MR. SMITH: I would l i k e to j o i n Mr. Howell i n that motion 

on behalf of Benson and Montin. 

| MR. KELLAHIN: We would re s i s t the motion as seconded by 

J 
|Mr. Smith for the same reason we stated at last month's hearing. 

That i s , we fe e l that we have shown a situation which demands j 

immediate attention. Now, i f we could secure something i n the 

nature of an interim order we would have no objection to hrlding 

j t h i s case open f o r further study and testimony and modification of 
i 
I 

jthe order at some lat e r date. But, wc certainly do feel that we 

have put on a case here that shows that we are entering into a 

period i n which the Hancock i s going to suffer real damages and an 

interim order would be proper on the part of the Commission i n my 

opinion. Under those circumstances of course, we could not very 

well r e s i s t the continuation of the case. Otherwise, we would ask 

that the case be heard and completed as rapidly as possible. I 
A D A D E A R N L E Y & A S S O C I A T E S 

S T E N O T Y P E R E P O R T E R S 

R O O M 1 0 5 - 1 0 6 - 1 0 7 E U C O R T E Z B L D G . 

P H O N E S 7 - 9 6 4 5 A N D 5 - 9 5 4 6 

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



have a proposed order here. 

MR. SMITH: I should l i k e to suggest to the Commission 
I 

I that any such order as he i s suggesting would he t o t a l l y unsupport-j 

ed by any evidence at a l l . j 

MR. SPURRIER: Mr. Howell, do you have a comment on that. 

I t was your motion. 

1 MR. HOWELL: I would not withdraw the motion on the basis 

of that statement and might add th i s that, of course, insofar as 
; i 

El Paso Natural Gas i s concerned, there are certain factors which 

w i l l probably be considered i n the Pool that we w i l l not take sides 

ion. We don't have production over there but I do understand that i 

i there are issues that present material controversies, and I also 

might suggest that two of the Commissioners are absent and such 

questions as the amount of acreage attributable to a Pictured 

C l i f f s well and whether or not there w i l l be any multiple units are 

questions of s u f f i c i e n t importance that i t seems to me that the 

entire commission should hear them. 

MR. KELLAHIN: I would l i k e to point out that t h i s Com­

mission has already heard argument on that very point i n Case 377, 

| and entered an order covering the units insofar as the West Kutz-

Pictured C l i f f s i s concerned and that i n the order entered i t 1 

refers not only to d r i l l i n g units but mentions the spacing order, 

Order No. 172. The Commission had considerable testimony before i t ; 

at that time as to the characteristics of the Pictured C l i f f s Pool • 

that would be the basis f o r an interim order. 

MR. SMITH: The order he refers to does refer to production 

un i t s . There was no evidence i n the record i n support of prorationj 

|units or factors for allocation formula. It in effect constitutes " 
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the spacing order. I t was on the c a l l of the docket as I r e c a l l 

i t . To the extent that i t purports to be a proration order, i t has, 
! 

no legal effe c t . I 

MR. SPURRIER: Are you s t i l l making a statement? May Mp. j 

| Greiener say something? 

MR. SMITH: I y i e l d the f l o o r . j 
' i 
! MR. GRIENER: I would l i k e to make a b r i e f statement on 
: i ! 

! t h i s motion on behalf of Southern Union Gas Company. We have deep 1 

sympathy indeed f o r Mr. Hancock and don't want to do anything or 
i 

see anything done which would improperly prejudice t h e i r position. 

We want to see them taken care of i n a proper fashion just as 

promptly as that can be done. We want to see that i t i s i n a ' 

proper fashion. As was pointed out i n the consideration of the 

last case, we are taking gas from many small independent producers 

and i t has always been a part of our company's thinking that those 

people don't have a very adequate opportunity to express t h e i r 
j 

thoughts on the matters here because i t does e n t a i l coming to Santa 

Fe and making use of special engineering and legal talent which 

costs money and i t i s not worth th e i r while, that i s in d i v i d u a l l y , 

and so they don't do i t . We are very concerned that the over-all 
i 

pattern of proration i n the San Juan Basin, the New Mexico portion! 

of i t be on a sound and consistent and workable basis. I t i s our 

feeling that we should not attempt, that i s to say by that I mean 

the operators, the pipe l i n e companies, and the Commission a l l 

working together, should not attempt to t r y and sold the problems • 

of the West Kutz Field independently of the problems of the other 

three Pictured C l i f f s Pool which are set for hearing at, I believe, 

the next regular monthly hearing of the Commission. They do have I 
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many matters i n common and that they ihould be considered i n com­

mon as part of an over-all patterns-That we feel should out weigh 

i n the thinking of the Commission the d e s i r a b i l i t y of just getting [ 

something into effect now to help Mr. Hancock as Mr. Smith has j 

pointed out of dubious l e g a l i t y . In other words, I support Mr. j 

Howell's motion. 

MR. SMITH: I want to support Mr, Howell's motion too. I j 

think at least i t could be continued to the next state wide hearingj. 

MR. SPURRIER: Anyone else? Let's take a short recess. 

(Recess). 

MR. SPURRIER: The case w i l l be continued as requested by \ 

Mr. Howell, to the regular July hearing which i s July 15th, pro­

viding that the interested companies, namely, Southern Union, 
i 

Stanolind, Benson and Montin, Hancock, British-American, El Paso 

;Natural, w i l l be prepared to present testimony at that time and not 

only present testimony but also the testimony that they feel that 

i s necessary and carry on cross-examination so that the record i n 
the case may be completed. 

MR. SMITH: I would l i k e to make the reservation i n the 

I event that certain testimony i s offered that comes as a surprise 

we reserve the r i g h t of possible meeting that. I 
i 

MR. SPURRIER: We are faced with a t i g h t schedule on the 

15th. Might I suggest or ask i f i t would be possible to start that 

hearing on the 14th, which i s on Wednesday before the regular hear­

ing on the 15th. Is there objection? The case w i l l be continued 

to that date. Mr. Kellahin, i s Mr. Smith's question satisfactory \ 

with you? 
MR. KELLAHIN: I propose that if he will exclude any { 
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6 
any testimony presented i n the case just completed, I w i l l be w i l l * 

ing to go along with him on that. 

MR. SMITH: A l l I had i n mind, I don't anticipate that 

there w i l l be anything of a surprise nature, I don't wantj to j 

commit myself i n the absence of hearing testimony to not have the 

privilege to request the Commission to submit additional testimony,, 

MR. KELLAHIN: We would want the same privilege. \ 
I 

MR. SPURRIER: The Commission understands or at least t h i s 

Commissioner understands that everybody w i l l be here i n good f a i t h 

to put on th e i r testimony that w i l l conclude the hearing i n t h i s 

case. There being nothing further, the meeting i s adjourned. 
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STATE OF NEW MEXICO ) 
ss. 

COUNTY OF BERNALILLO ) 

I , Ada Deamley Court Reporter, do hereby 

certify that the foregoing and attached transcript of proceedings 

before the New Mexico Oil Conservation Commission at Santa Fe, 

New Mexico, is a true and correct record to the best of my 

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

IN WITNESS WHEREOF I have affixed my hand and notarial 

seal this 13th day of July , 1954. 

My Commission Expires: 

June 19, 1955. 
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BEFORE THE 
OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 
March 17, 1955 

T 
IN THE MATTER OF: ) 

(Rehearing) By provisions of Order R-566-B, | 
dated January 31, 1955, the Commission ) 
granted rehearing i n Case 696 upon a p p l i - j 
cation of Stanolind O i l & Gas Company. In j 
the case as o r i g i n a l l y heard, J. D. Hancock, ) 
Jr., sought an order requiring ratable take j 
or proration of gas production i n the West ) 
Kutz-Pictured C l i f f s Gas Pool, San Juan County, ] 
Mew Mexico, and Order R-566 issued by the Com- j 
mission on December 23, 1954, established special j 
rules and regulations for the pool. j 

BEFORE: 

Honorable John Simms, Jr. 
Mr. E. S. (Johnny) Walker 
Mr. William Be Macey 

TRANSCRIPT OF HEARINC-

MRe MACEY: The f i r s t case on the docket i s Case 696. In 
Case 696, which i s a rehearing, West-Kutz-Pictured C l i f f s Gas Pool 

the Commission has attempted to set another date rather than today 

for the rehearingo 

Now Mr„ Smith, i n li n e with our conversation of a few 

minutes ago pertaining to a date i n A p r i l for t h i s matter, the 

f u l l Commission cannot be here from the 22nd through the rest of 

of the month of A p r i l . Now any date that you would l i k e t o agree 

upon with Mr0 Kellahin would be perfectly a l l r i g h t with us pro­

viding we can get the hearing room and I have the program here so 

we ca see whether i t f i t s or not. 
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MR. SMITH: Any date subsequent to the 30th of A p r i l w i l l be 

satisfactory. I f you can suggest the dates that the hearing room 

might be open why then we can take i t to Mrc Kellahin from there. 

MR. KELLAHIN: (representing Western Development, successor 

to Jo D. Hancock, Jr., and J. D. Hancock, Inc.) We have no 

objection to the continuation to any reasonable date. We would l i 

to have an early hearing of t h i s case though. 

MR. MACEY: Would i t be agreeable with both of you to set i t 

any time the f i r s t , second or t h i r d , approximately i n there, of 

May? 

MR. SMITH: That w i l l be satisfactory. Those dates are not 

on the week end, I presume, on Sunday or Saturday? 

MR. MACEY: That i s why I say the f i r s t , second or t h i r d . 

MR0 SMITH: The t h i r d w i l l be satisfactory. 

MRo MACEY: How about the third? 

MRo KELLAHIN: As far as I know that w i l l be satisfactory. I 

do have some court cases which may be set very shortly, I'd l i k e 

f o r that reason t o have some de f i n i t e date so that I can argue 

with the judgeo 

MRo MACEY: Is the t h i r d d e f i n i t e enough, Mr. Kellahin? 

MRo KELLAHIN: That i s d e f i n i t e enough. 

MR. MACEY: We w i l l continue the case u n t i l the 3rd of May, 

9:00 O'clock i n the morning i n t h i s room. 

*r- " i - ' i - **r> ' i " T * " i N * i " 

STATE OF NEW MEXICO ) 
) SS. 

COUNTY OF BERNALILLO) 

I , Margaret McCoskey, Court Reporter, do hereby c e r t i f y that 
the foregoing and attached transcript of proceedings before the 

:e 
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New Mexico O i l Conservation Commission at Santa Fe, New Mexico, i s 
a true and correct record to the best of my knowledge, s k i l l 
and a b i l i t y . 

IN WITNESS WHEREOF I have affixed my hand and n o t a r i a l seal 
t h i s 1st day of A p r i l , 1955« 

My commission expires 
August 15, 1956. 

IL 
Notary PubMc-Court Reporter 
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BEFORE THE 
OIL CONSERVATION COMMISSION 

STATE OF NEW MEXICO 
Santa Fe, Mew Mexico 
May 19, 1954 

IK THE MATTER OF: 
) 

Application of J. D. Hancock, Jr., for an order ) Case No, 69{S 
requiring ratable take of gaa in the West Kuta-
Pictured Cliffs Pool, San Juan County, or for 
proration of gas production in said pool. 

) 

J 
BEFORE THB FULL COMMISSION 

TRANSCRIPT UF PROCEEDINGS 

MR. KELLAHIN. Jason Kellahin, appearing for the applicant 

in Case 696. At this time, we ask leave of the Commission to amenfl 

our petition in the respect of the name of the applicant which 

should hare been James D. Hancock and Company, Limited, rather than 

James D. Hancock as an Individual. Is the amendment acceptable to 

the Commission? 

MR. SPURRIER: It is to the Commission. Is there objection? 

ICR. KELLAHIN I If the Commission please, we have one wi tne us, 

Mr. Fred KruKra. I would like to have him sworn, please. 

(Witness sworn) 

P E E D CRUMM 

a witness, having been first duly sworn, testified as follows. 

DIRECT EXAMINATION 

By: MR. KELLAHIN; 

Q Will you state your name, please? 

A Fred Crumm. 

Q By whom are you employed, Mr. Crumm? 
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A James D. Hancock and Company, Limited. 

Q In what position? A Field superintendent^ 

Q Where i s the area of your employment, Mr. Crumm? 

A In the San Juan Basin, Aztec Headquarters. 

Q What educational qualifications do you have, Mr. Crunm? 

A I graduated from the University of Pittsburg as a geologist. 

Q Did you secure a degree i n geology? 

A les, s i r . 

Q Have you had any f i e l d experience since your graduation? 

A Yes, I have. I worked for my father as a d r i l l i n g contractor 

i n Pennsylvania and West Virginia. 

Q For how long a period? A Five years. 

Q Then, by whom were you employed? 

A I was employed by James D. Hancock and Company, Limited, 

of Dallas. 

Q Were you employed as a geologist? 

A Yes. 

Q How long have you worked in New Mexico, Mr. Crumm? 

A A l i t t l e over two years. 

Q Where i s that work being done? 

A Well, mostly i n the West Kutz f i e l d , San Juan Basin. 

Q How long have you served as superintendent? 

A Two years. 

MR. KELLAHIN: Are the witness's qualifications acceptable 

to the Commission? 

MR. SPURRIER: They are. 

Q Mr. "rumra, does the James Hancock and Company, Limited, owh 

any property in what has been designated by this Commission as the 
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West-Kutz gas pool in San Juan County, New Mexico? 

A Yes, I t doe8. 

(Marked Hancock's Exhibit No 
1, for identification.) 

Q I hand you what has been marked as Hancock's Exhibit No. 1 

in the Case before the Commission and ask you what that shows? 

A Well, the outlined in red here are the Hancock leases, thefr 

the offset wells are circled in red pencil. j 

Q What do you mean by offset wells? Tou mean wells offsetting 

the Hancock wells? A Yes, that i s correct* 

Q The wells that are circled are not Hancock but owned by 

other operators — A (Interrupting) No. 

Q (Continuing)—but owned by other operators. TQ what gas 

lines are your wells connected as shown on that Exhibit? 

A Our wells are connected to the Southern Union Oas Company. 

Q To what gas lines are the offsetting wells connected? 

A They are connected to the E l Paso Natural Qas Company0 

Q Does that inelude a l l of the offsetting wells or only thoŝ B 

circled on Exhibit No. 1? 

A I t i s a l l offsetting wells with the exception of five or 

six which Southern Union also takes gas from, but i t i s offsetting 

wells tht, are circled that are the El Paso wells. They offset a l l 

boundaries, the El Paso. 

Q Mr. Crumm, what does that Exhibit reflect in connection with 

pipeline connections, does i t reflect that the majority of your 

offsets are connected to E l Paso Natural Qas Company's lines? 

A Yes, i t does. 

MR. KELLAHIN: I offer Exhibit No. 1 in evidence. 
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MR. SPURRIER: Without objection, i t will be admitted. 

Q Mr. Crumm, la there a difference in the operating pressures 

of the pipeline of Southern Union and El Paso Natural Gas Company? 

A There has been, yes. 
I 

Q Have you made an investigation of that difference? 

A Well, with talking to field personnel and personnel in the 

offices and so on, I have arrived at the conclusion that i t varies 
i 

in the summer time as much as 150 to 200 pounds and in the winter 

time they are more nearly closer together. 

Q Iou say it varies as much as 150 to 200 pounds, which Is 

the higher pressure line of the two, under what you would consider 

normal operating conditions as they now exist? 

A Southern Union's gathering system is much higher. 

Q I t i s your testimony that the normal operating pressure of 

Southern Union's line tends to be higher than Bl Paso's? 

A That is correct. 

Q By the figure that you stated. Your investigation also 

included the actual data on your own wells, did i t not? 

A Tes. 

Q Did you check some other wells in addition to that? 

A Off and on, we checked charts and talked to different people, 

Q You have actually checked the charts, yourself? 

A ies. 

Q And they did reflect the pressure differential? 

A That is right. 

Q What effect does that operating pressure differential have 

upon your operations in the San Juan Basin West Kutz Pool in a 

general way? 
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A Wall, i t tends to hold the production down because the 

wells just can't produce against high line pressure which is as 

high as their shut in pressure* It is the same as shutting the valve 

when you raise the pressure against the well. Then we have another 

thing to do with this line pressure which is also quite a problem 

that occurs in our wells, is that Southern Union's line pressure 

fluctuates a bit and creates a lot of problems such as freesing and 

in some cases— 

Q (Interrupting) Would you state briefly to the Commission, 

based on your own experience, what that fluctuation is and how 

rapid i t is or how frequent it is? 

A Well, sometimes in the winter, when we have warm days in | 
i 

New Mexico pressure will raise 100 to 150 pounds in two hours or \ 
I 

drop the same amount in the same length of time. i 

Q Does that drop in pressure cause any operating difficulties? 

A I t does* 

Q Would you describe to the Commission what the difficulties! 

are? ! 

A Well, for one thing, Southern Union has quite a problem 

keeping their meters from freezing up and from the gathering systems 

freezing up. The rapid drop and rush in pressure results in a lot 

of diotillano in the line and these freeze and wells 

are sometimes frozen off for four to five days at a time, sometimei 

longer and sometimes, of course they can get it out sooner, but it 

does give us quite a problem. 

Q Does it cause any loss of production to you when these wells 

freeze up? -A It certainly does because when they are frozen up, it Is 
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tha same as shutting them off. 

Q How long a period have they been off production as a re­

sult of freezing, based on your experience? 

A Veil, some times four or five days and sometimes less, somej-

times more. 

Q Does that require a special operation to unfreeze those line 

and meters, Mr, .ruiaa? ; 
i 

A Well, i t does in the ease of the way the Southern Union's i 

gathering system is fixed up* They have to blow the lines down and 

pour rr^>; in the valves and then repressure them again and try 

to get the ice moving* 

Q In your opinion, would that constitute an economic loss 

resulting in waste? 

A Well, it does, to the extent of the gas that is blown to 

the air* 

Q Do you have to blow gas to the air in order to clear the 

line? A Yes, you do. 

Q In your opinion, is that waste? A I think it is . 

Q Have you had any results as to production of water as a 

result of these pressure fluctuations? 

A Yes, we have. When the pressure drops suddenly like that, 

the water seems to be sucked right into the well bore* They pro­

duce quite a bit more water and in some eases they will even push 

water into the line when the pressure is dropped 100 pounds, say, 

in an hour* 

Q Your testimony on that point is based on your own personal 

experience? A That is correct* 

Q Not as an engineer? -k—tio, 
A D A D E A R N L E Y & A S S O C I A T E S 

S T E N O T Y P E R E P O R T E R S 

ROOM 105-106-107 EL CORTEZ BLDG. 
PHONES 7 - 9 6 4 5 A N D 5 - 9 5 4 6 
A L B U Q U E R Q U E . NEW MEXICO 



Q You are not testifying as an engineer? 

A No, that is right. 

Q That has been your personal experience in operating that 

pool? A That is correct. j 

Q As a result of this encroachment of water, have you had to 

clean the wells more frequently than you considered would have been 

normal otherwise? 
I 
i 

A I believe that in some cases where we have a good well and 

a pressure drops so sudden like, like that and over a period of tine 

that fluctuation will cause the wells to cave and cause more frequunt 

cleaning than would otherwise be necessary. 

Q Does that operation result in waste, in your opinion? 

A Well, it does to the exteit of the gas that is blown to the 

air while you are cleaning the well* 

Q What about the economic loss caused by having the well off 

production and loss of man power in doing the job? 

A Well, you lose. 

Q Does that add an expense to your operation? 

A It certainly does, yes. 
(Marked Hancock's Exhibit No. 2 
for identification.) 

Q I hand you what has been marked Hancock's Exhibit No* 2 and 

ask you to state briefly what that Exhibit reflects, Mr. Crumm? 

In general terms, wfcet ls it? 

A I t is a comparison of several Hancock wells and their off­

set wells which are in the El Paso line, the Hancock wells were 

Southern Union. 

Q That Exhibit is based on several different comparisons, is 
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i t not? 

A That is correct, both production, deliverability against 

different pressures. 

Q Calling yoir attention to Schedule A of the Exhibit No. 2, 

would you state what that is designed to show? 

A Well, Schedule A is a comparison of the gas purchasers, by 

Southern Union Gas Company, and El Paso Natural Gas Company. These 

figures have been taken from state records and that is where we got 
i 

them. Tou might note that James D. Hancock and Company sold to 

Southern Union, the average purchase per well per month for the 

period of the 1st of January, 1953 to the 1st of November, 1953 was 

3,9Q4,OQC per day. Down lower there, why the purchase by El Paso 

from Danube Oil Company was 8,365,000 per day and from Frontier was 

5,160,000. Of course, Benson & Montin i s quite a bit higher, they 

sold 11,95$,000 per well per month to El Paso. We have made on 

further in this pamphlet a few changes but I don't think they will 

change the overall picture at a l l . 
Q They do not effect anything on Schedule A, is that correct' 

A No, they don't. 

Q Doe8 Schedule A reflect the average production of wells 

connected to Southern Union? A Tes, it does. 

Q Southern Union averaged 2,863,000 while El Paso's average 

per well is 3,612,000? Turning to Schedule B in Exhibit No. 2, wiojl 

you state what that reflects? 

A It is a comparison of first potentials of Hancock wells 

with first potentials of offset wells. 

Q Before you go into that, I notice from the Exhibit that the 

list of wells is grouped, listing a Hancock well, followed by othsr 
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veils. Would you state how those are grouped? 

A The Hancock well le down and then followed by its offset 

wells whieh are in El Paso line. The Hancock well being the Southern 

Union, according to these first potentials. I think we could look 

at this Hancock No. 11. I t seems to be the best and then l t has 

nine offset wells. Its potential was 3,950,000 and the nearest 

well to i t is the Danube Thompson No. 3, 3,760,000, then they go on 

down to 887,000 which is Benson & Montin Gallegos No. 11. 

Q Is there a well listed in here which is not in fact, a 

pictured Cliff well? 

A Yes, there i s . It is the Hancock and British American 

Douthit No. 1. I t was Included in a row but the effect is negligible 

if anything it hurts our position more than i t would favor i t be­

cause i t ls a higher rock pressure well being a fruit land well. 

Perhaps we can see what I mean more in Schedule E later. 

Q But that well should be eliminated from the ExhL bit, is 

that correct? 

A Yes, because i t is a fruitland formation well. 

Q Turning to Schedule No. C, would you state what that is 

designed to show? 

A Schedule C is a comparison of gas sales from Hancock gas 

wells to Southern Union Gas Company with gas sales from offset 

wells to El Paso Natural Gas Company. Here too, the wells are Han­

cock well i s first and its offset wells are below. In this instance 

this Hancock #11 shows that this total purchase from l t during the 

period of January 1 to November 1 was 63,182 MCF. How, the nine off­

set wells which were, according to the initial potentials a l l less 

than Hancock § Hy—there were only twt 
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and Benson k Montin'a Gallegos No. 24 produced 136,526,COO MCF, 

which is quite & difference* Then, there were Thompson No. 3 wM ch 

Is Danube well produced 131,SOO,000 MCF and Danube Thompson So* 5 

produced 119,194,000 MCF and Hancock No. 11 which was a hotter well 

to start produced only 63,162,000. 

Q Turning to Schedule D, would you state what that is designed 

to reflect? 

A This Schedule is showing deliverability based on a common j 
i 

well head working pressure of 200 pounds per square inch, from Ran* 

cock wells and offset wells. It also shows the gas from the Hancock 

wells purchased by Southern Union Gas Company and gas from offset 

wells purchased by £1 Paso Natural Gas Company. Hancock No. 11 

shows the deliverability at 200 pounds Wellhead working pressure 

of 634,000.4 snd this would have given, it would have been able to 

produce 208,057,000 of gas in this period of January 1st to November 

1st. The actual purchases were 63,182,000. It would give a percen­

tage of 30.3 percent of the deliverability. 

Q How does that compare with some of the offset wells, Mr. 

n rumm? 

A Well, Thompson # 3 which is the closest well to i t , both ir. 

production and in location, its deliverability would be 611,000.46, 

its actual or its proposed deliverability would be 185,883, that 

would be 185,883,000. Its actual purchase or gas sold from it was 

131,800,000, that is approximately, well, a little over twice as 

much as produced in Hancock #11. Thee, there is a well here, Benson 

& Montin*s Payne #8, its deliverability at 200 pounds is approxi­

mately half of Hancock # 11. It ls 314,000, its purchase from i t 
was 77»600,000 which is quite a bit more than was purchased from 
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Hancock #11. 

Q How does Hancock # 11 compare with the Thompson Payne § & 

well? 

A Well, that was the one that X was just talking about* 

Q Do you know whether the Payne # B was on the line through 

out the period that is shown on this ExhL bit, Mr* Crumm? 

A No, I don*t know exactly whether it was on the full time, 

300 some days. I don*t know exactly whether it was on a l l those 

days or not but you know that the production is greater than a well 
i 

which deliverability is twice as much. 

Q Was the Hancock # 11 on production a l l through that period? 

A That is correct. 

Q Turning to Schedule # E. Would you state what that is 

designed to show? 

A That is a Schedule showing deliverability per State tests iA 

gas sales from Hancock wells and offset wells. The gas from Hancock 

wells purchased from Southern Union Qas Company. The gas from off­

set wells purchased from El Paso Natural Gas Company. | 

Q Are these based on the teats which were ordered by the Oil 

Conservation Commission of New Mexico? A That is correct. 

Q They are figures that were reported as a result of those 

teats? A les. 

Q All right. 

A It seems to me that the most important figure in this is ths 
! 

total percent of deliverability purchased from Hancock wells and their 

offsets. For Hancock #11, the total percent of deliverability is 

2d.9 percent, while its offsets is 67.2 percent. MR. GRENIER.—Give the figures again. 
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A The percentage of deliverability total was 20.9 end El Paso'a 

was 67.2 percent. 

MR. GR "ER. For what period? 

A That is the period from the 1st of January, 1953 to the lsjt 

of November. 

MR. OHENIEEJ Thank you. 

A I would like to call attention to thia Hancock British Ameri­

can well which we deleted from tbs testimony because— 

Q (Interrupting) It is a fruitland well? 

A Tes. It shows that Southern Union took 74-5 because, that 

was because of the higher shut in pressure of the well. Southern 

Union Gas Company took 74.5 percent of the deliverability. That 

would show that the line pressure has quite an effect on the wells* 

Q Turning to Schedule F, will you state what that shows? 

A That is a comparison of the deliverability of the Hancock 

wells and the offset wells and i t was merely put in to show that 

the Hancock wells are equal to or better than the offset wells as 

far as the State deliverability goes and if you compare them on 

another basis of say, using a set line pressure of 200 pounds they 

s t i l l equal out, they are approximately equal to a l l their offset 

wells in ability to produce. 

Q You mean in ability to produce under the same operating 

conditions? A That is correct. 

Q Turning to Schedule G, would you state briefly what that j 

reflects? ! 

A This Schedule G shows additional amounts, Mr. Hancock woulji 

have received had Southern Union Gas Company purchased the same 
Wells 
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froa 30 offset wells. It is merely a financial page and i t shows 

the difference of. well, it is based on deliverability on a common 

wellhead working pressure of 200 pounds* 

Q On that basis, does that Exhibit reflect that Hancock suffered 

any economic loss as a result of the present operating conditions? 

A It shows that he suffered quite a loss, amounting to a little 

over 144,000.00 just in that ten month period, from those few wells. 

| Q In the preparation of Exhibit No. 2, Mr. Crumm, was that 

prepared under your direction and supervision? 

A It was. 

Q And have you checked it for accuracy since its preparation! 

A Well, I checked it some and I have made a few notations in 

h ere but I don't think that they would change the overall picture 

at a l l . 

Q Does it reflect the figures which you supervised in gather­

ing the information? A Tes. 

MR. KELLAHIN. We offer Exhibit No. 2 in evidence at this 

time. 

MR. SPURRIER: Without objections, i t will be admitted. 

Q Mr. Crumm, have you any conclusions to draw from the testi­

mony that you have presented here? 

A Well, I believe that this will show that the Hancock wells 

are equal to their offset wells, perhaps a little better and that 

while we are capable of producing as much gas they have not been 

permitted to do so under existing conditions. Therefore, I don't 

think that gas is being taken ratably throughout the West Kuts Pool* 

Q To your knowledge, has any effort been made to settle this 

Question prior to a hearing before the Commission in this Case? 
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A I believe that Mr, Hancock has aade several attempts to 

settle this otherwise and that there have been quite a few conferences 

with Southern Union on the matter* 

Q It is not due to any Lack of cooperation on the part of 

Southern Union that this condition continues to exist? 

A No, sir, I don't believe i t i s . 

MR* KELLAHIN: That is a l l . 

MR. SPURRIER: Anyone have a question of Mr. Crumm? Southern 

Union* 

MR. GRENIER: A. S. Grenier for Southern Union. 

Questions by ftRT q
pff*ttF, 

Q Were a l l these figures that you were talking about in your 

Exhibit No. 2, ten month figures, Mr. Crumm? 

A Tes. 

Q Have you made any studies as to drainage, as to whether th|s 

disparity in take which you have told us about, during the 

11 month period has resulted in any actual loss of recoverable re­

serve to Hancock? 

A Well, we haven't made any specific study. We contend that 

it has. 

Q Have you made any studies as to the quantities of gas which 

were taken by Hancock from its wells through sales to Southern Uni<j>n 

prior to the time when these offset wells went on to the line and 

began selling to El Paso? 

A Not specifically, no, sir. 

Q So, that you do not know whether this 44,000 figure which 

you have recited in Schedule G ls offset in part,in whole,or more 

it by sales effective by Hancock to Southern Union prior 
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to the set up of El Paso's gathering system at that time? 

KH* KELLAHIN: I f the Commission, please, I would like to 

point out that Schedule G covers merely the ten month period and 

has nothing to do with the period prior to the drilling of the off­

set wells. I t reflects present production during the ten month 

period only. 

MR. GRIZNIER: I was asking i f he had made studies for the 

other prior period. I understood that this did not purport to go 

back, yes. 

A Well, we haven't, no. 

Q Tou haven't made any such study? A No. 

Q Are you familiar with the minimum purchase requirements 

the take or pay for requirements of Southern Union contracts with 

J, D. Hancock and the other contracts that you were selling to 

Southern Union? A I am. 

Q Is i t your understanding that Southern Union has complied 

with i t s minimum purchase or minimum take or pay for obligations 

under those contracts? A I t i s , yes. 

Q There i s no contention that we have, in any wise that 

Southern Union has in any way failed to live up to i t s contractual 

requiremt nts? A No, s i r . 

MR. GRENIER: That i s a l l we have. 

MR. SPURRIER: Anyone else? I f no further questions, the 

witness maybe excused. 

(Witness excused*) 

MR. KELLAHIN: I f the Commission please, that concludes 

our presentation in this Case. I t i s our understanding and our 

anticipation that there will be a r»qiift«t. t,hai 
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open for further testimony. I waat to state most emphatically now 

that we feel that we have presented a case which shows the applicant 

is suffering a severe economic loss. Ve feel that we have proof of 

waste and we feel that the only solution is a proration order. 

Ve are not going to get up and object to a reasonable con­

tinuance. Ve expect that some of the operators may have some testl-

mony they wish to offer, but we do not want this Case continued fojr 

month to month for a period of six to eight months. Ve have eon- | 

tended with this situation for some 18 months now. The only solution 

as far as we can see is proration, we are now entering upon a period 

during the summer months when the results of these higher pressures 
i 

become even more apparent than during the winter months. Ve are 

most anxious to have the Commission enter an order at as early a 

date as possible. 

In the event there can be no agreement on any proration 

formula being proposed, we ask that a reasonable proration formula 

be proposed and the Case held open for further consideration in 

that connection. We want proration instituted and that as soon as 

possible in the West Kuts pool. Thank you. 

MR. HOWELLJ Mr. Howell, representing El Paso Natural Qas 

Company. May I ask Mr. Kellahin a question? Do I understand you 

correctly in your request to the Commission that you are not asking 

the Commission to enter any ratable take order but are asking the 

Commission only for a proration ordsr as to tio West Kuts Pool? 

MR. KELLAHIN. Our petition asks for a ratable take or in 

the alternative prorationing. Now, I am somewhat at a loss to see 

how they can enter a ratable take order in the absence of proration 
f i r s t . — I f I had a proposal on that, I would make it• 
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MR.HOWELLI If I understand,you are not requesting tbat 

the Commission enter any ratable take? 

MR. KELLAHIN: Not at the present time. If they can do it 

we are asking for i t , yes, sir. 

MR. HOWELL: Thank you, that took away the major portion o: 

the statement that I wanted to make on behalf of El Paso Natural 

Gas Company regarding the power of the Commission to grant such rel 

lief as that. Of course, if i t isn't asked, there is no point in j 

making the statement. However, I do wish to make this suggestion 

that in view of the question of proration in the entire San- Juan 

Basin area it would seem that this should be considered along with 

other pools in the area and the general overall solution reached 

rather than a piece meal solution, when it would be eminentlyprope/r 

to hear the testimony that will be presented at the special hearing; 

next month which, of course, is applicable to Mesaverde but in many 

instances the same principle might be applicable to the Pictured 

Cliff. 

MR. KELLAHIN: If the Commission please, we would oppose 

Mr. Howell's suggestion that this Case be consolidated and heard 

along with some other Case, due to the fact that we feel these othejr 

Cases are going to continue for an indefinite period. We realise 

that perhaps it should be considered with other Pictured Cliff areas 

as up there but we have before us the situation perhaps, the worst 

example on what is occurring on account of this non-ratable take 

as between the pipelines, I say that neither of the pipelines is to 

be critised for that situation. They have their market, the Commis lion 

is the only one who can adjust that situation. We have come here and 

appaalad for i t . Tf i t i n th* fueling of tbe Cflffiffii «eion 
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should bs hoard along with other Cases, we do urge that a interim 

order of some sort be entered to give ue the relief during the period 

we are now entering into, when we are really going to be badly 

damaged. 

MR. SPURRIERS Anyone else? 
i 

MR. GRIENERj Southern Union. I would like to add a l i t t l ^ 

Ut mere to what Mr. Howell had to say on the subject of ratable take 

between pipelines companies. Mr. Kellahin indicated he is not asking 

for that really at this time, and yet it does remain in his petition 

for relief. I just wish to point out that although I think i t quite 

proper for this Commission, in the light of the Statute, that we are 

working under hereto, in appropriate Cases, put in an order enforcing 

ratable take on the part of any pipeline company withdrawing from a 

field. I have found nothing in examining the Statute that would 

tend to indicate authority on the part of the Commission to order 

ratable withdrawals as between two or more takers from the same pool. 

The problems which might possib^ be solved by such an order 

would appear from examining the frame work of the act are to be coped 

with by proration orders rather than by ratable take orders spread 

across several purchasers whose facilities may or may not be connected 

or sensibly connectable. I wish to make this point as just a state" 

ment on the part of our company in its position here and with the 

request that we be given a further opportunity to file a brief on j 

the point before any proposed order on the part of the Commission | 
i 

attempting to institute ratable take as between pipelines be entered 

Ln this Case. I 

MR. SPURRIERS Anyone else? I MR. QIC EE*—Hrr-Greer with Benson & Montin. I f the Commission 
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is going to establish proration in the field, we would like to hare 

a voice in establishing the formula. We feel that although we can 

appreciate Mr. Hancock's position and perhaps it has been going on 

for quite awhile, we certainly haven't had much time as a group of 

operators to get together and try to work out a formula. We cer­

tainly would like to see at least three or four months allowed for 

us to try and get together and work something out. 

MR. SPURRIER: The Commission will accept any and a l l pro­

posed orders, Mr. Greer, at any time. Anyone else? 

MR. TOWNSEND: Jim Townsend with Stanolind. Stanolind would 

like to move that this Case be continued for at least one month in 

order to give us an opportunity to evaluate the testimony and evi­

dence which has been presented at this time and also in order to 

give us a chance to gather data and evidence on our own part. We 

are not seeking to delay the matter for the purpose of extensive 

study in order to prejudice Mr. Hancock's situation, but we do thii^k 

that we would like an opportunity to present evidence and are not 

prepared to do so at this time since we only had about ten days 

notice with respect to this Case. We would like also, i f i t is a-

greeable, to have the witness available at that time for cross exami­

nation on the testimony that he has presented. 

MR. KELLAHIN: Mr. Grumm will be available at the hearing 

next month if the Case is set at that time. 

MR. SPURRIER: Is there objections to continuing this Case 

to June 21sr for the reasons as stated. If not, it will be continued 

to June 21st, at the same time that Cases 330 and 330A. 

MR. KELLAHIN: It will be heard as a separate Case, will i t 

not? 
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I MR, SPURRIER* l«s, sir. We will recess until one o'clock. 

I 
i 

! 

STATE OF NEW MEXICO } 
s SS. 

COUNTY OF BERNALILLO ) 
i 

I 
i 

I I , ADA DEARNLEY, Court Reporter, do hereby certify thst the 

foregoing and attached transcript of proceedings before ths Now 

Mexico Oil Conservation Commission at Santa Fe, New Mexico, is a 

true and correct record to the best of sty knowledge, skill mn 

ability. 

IN WITNESS WHEREOF I have affixed my hand and notarial seal 

this 26th day of May, 1954. 

Notary Public and Court Reporter' 

My Commission Expires, 
June 19, 1955. 
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Ft. Worth, Texas 

Roswell, New Mexico 

Ft. Worth, Texas 

Houston, Texas 

Farmington, N.M. 

Dallas, Texas 

Dallas, Texas 

Houston, Texas 

Santa Fe, New Mexico 

Ft. Worth, Texas 

Okla. City, Okla. 

Ft. Worth, Texas 

Farmington, N.M. 

Farmington, N.M. 

El Paso, Texas 

Dallas, Texas 

Ba r t l e s v i l l e , Okla. 

Santa Fe, Mew Mexico 
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Name Representing Address 

(Cont.) 

Pen H. Parker Frontier Ref. Go. Denver, Colorado 

T. 7). Stockman, Jr. Frontier Ref. Co. Denver, Colorado 

E. C. Arnold N.M.O.C.C. Aztec, New Mex. 

TN THS MATTER OF: ) 

The aoplication of James D. Hancock and ) -
Company, Ltd., f o r an order requiring ) Case 696 
ratable take of gas i n the West Kutz - ) 
Pictured C l i f f Pool, San Juan County, ) 
New Mexico, or fo r proration of gas pro- ) 
duction i n said Pool. ) 

Fefore: 3. S. (Johnny) Walker, Commissioner of P u b l i c Lands 

R. R. Spurrier, Secretary and Director 

TRANSCRIPT OF HEARING 

KR. SPURRIER: The meeting v i l l come to order nlease. 

This is a continuation of Case 696. That i s the only case 

vhieh ve w i l l consider today, Before we begin the case, Commission 

er Walker has something he would l i k e to say. 

(Discussion o f f the record.) 

NR. SPURRIER: Mr. Smith. 

MR. SMITH: Stanolind Oil and Gas is ready to go forward. I 

might state for the record that I am appearing on behalf of Stano­

l i n d Oil and Gas Company and Benson and Montin and Mr. J. R. Town-

send, attorney for Stanolind Oil and Gas Company i s also appearing. 

MR. TOWNSEND: I w i l l c a l l f i r s t Mr. Greer. 

A L B E R T R. G R E E R 

having f i r s t been duly sworn, t e s t i f i e d as follows: 

DIRECT EXAMINATION 
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Ey MR. TOWNSEND; 

Q Wi l l you olease state your name? 

A Albert R. Greer. * 

Q By whom are you employed, Mr. Greer? 

A Benson and Montin. 

Q You have previously t e s t i f i e d before the Commission, have 

you not? A Yes, I have. 

0: And you have t e s t i f i e d as an engineer? 

A That i s correct. 

Q And your qualifications have been accepted by the Commis­

sion on orevious occasions? A Yes, they have. 

Q Are you t e s t i f y i n g i n t h i s case on behalf of both Benson 

and Montin and Stanolind Oil Company? A That is correct. 

0 I w i l l ask you, Mr. Greer, i f you are fam i l i a r with the gas 

f i e l d known as the West Kutz-Pictured C l i f f Pool? 

A I am fami l i a r with t h i s f i e l d and have followed i t ' s devel­

opment since i t ' s discovery i n 1950. 

Q We w i l l ask the reporter to mark the map there as Stanolind 

and Benson and Montin Exhibit No. 1. 

(Marked Stanolind's and Benson anp 
Montin»s Exhibit No. 1, f o r 
i d e n t i f i c a t i o n . ) 

0 Directing your attention to that map, w i l l you please iden­

t i f y the f i e l d and give the Commission any general information con­

cerning i t ' s development which you think is pertinent to t h i s case? 

A The outline of the West Kutz-Pictured C l i f f Field are shown 

on t h i s map with a green l i n e . This f i e l d was f i r s t discovered, or 

was discovered i n 1950 and has been rather rapidly developed u n t i l 
time 

t h i s time, at which/there are now 166 wells i n the f i e l d and a totajL 
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of 39,840 acres have been developed. Of the 39,840 acres, two-

th i r d s , or 26,5oO acres has been d r i l l e d by wells on 320 acre 

spacing. This is indicated by the area colored i n red on the map. 

The other one-third of the f i e l d has been developed on 160 acre 

soacing and t h i s area i s colored i n blue on the map. 

We have shown by th i s Exhibit that both the northwest end of 

the f i e l d and the southeast quarter of the f i e l d , together, of 

which comprises about two-thirds of i t have been developed on 320 

acre spacing. Within the middle of the f i e l d there have been wells 

drilled,oerhaos the tendency of the operator was to d r i l l them on^ 

160, but there could be 320 acres assigned at th i s time. / 

0 Does the f i e l d include what i s known as the Gallegos Canyon 

unit? 

A The Gallegos Canyon Unit i s included i n the northwest end 

of the f i e l d . 

C Is any other unit included i n the field? 

A Part of the Huerfano Unit i s included i n the southeast part 

of the f i e l d . 

0 What is the average well depth f o r the well i n that field? 

A The wells vary i n deoth from about 1200 feet to somewhat a 

l i t t l e over 2,000 feet. The average denth i s probably about 1800 

feet. 

Q For the benefit of the Commission and those nresent now, 

w i l l you give a bri e f statement or history of the rules r e l a t i v e to 

suacing i n t h i s field? We are talk i n g about spacing now and not 

ororationin^. 

A The f i r s t order of the Commission covering snacing i n t h i s 

f i e l d was order R-46, December 29, 1950, which established 160 
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acre spacing for the West Kutz Field. One other Order, R-397 of 

December 17, 1953 was entered relative to the distance from boundarjy 

lines which wells could be d r i l l e d , but did not affect spacing. 

Then, 0~der R-172 of July 24, 1952 was a temporary order granting 

320 acre spacing to approximately the northwest end of the f i e l d . 

Then, Order R-172F of December 17, 1953 denied application for per 

manent 320 acre spacing. 

Q Those last two orders affect the Gallegos Canyon Unit, i s 

that correct? A That is correct. 

Q Were you present at the hearing which resulted i n Order No. 

R-46 December 19, 1950? A Yes, s i r , I was. 

0 I w i l l ask you whether or not any evidence was presented at 

that hearing to support the order which established 160 acre spacing, 

to the best of your recollection. 

A «. t t h i S hearing, and at which the Commission established l6t) 

acre spacing, there was no engineering data or other evidence entered 

into the record to support spacing of 160 acres or any other snacin 

pattern. 

Moving along now to the orders covering the Gallegos Canyon 

Unit which, by the way, about what percentage of the f i e l d does the 

Gallegos Canyon Unit cover? 

A I haven't figured that exactly. 

Q Roughly? 

A About t h i r t y percent of the f i e l d . 

Q Would 3/ou state for the record the findings of the Commis­

sion in Order No. 172, R-172? 

A The findings from which order R-172 was established was the 

f i r s t hearing in which there was any engineering data or evidence 
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r e l a t i v e to spacing presented to the Commission. One of the Com­

mission's findings which appears i n Order R-172 was that the wells 

d r i l l e d to the Pictured C l i f f s formation would e f f i c i e n t l y and ec­

onomically drain 320 acres. 

Q Are you suggesting at th i s time that the Commission change 

the spacing pattern i n the West Kutz Field? 

A No, we are not suggesting that the Commission change the 

snacing pattern. 

Q Do you intend to recommend to the Commission the establish­

ment of 320 acre proration unit? 

A Yes, we intend to recommend to the Commission the establish­

ment of 320 acre proration units. 

Q Do you intend to show in the testimony which you w i l l give 

that the loO acre spacing rule and the proposed 320 acre ororation 

unit are compatible and consistent with each other? 

A Yes. As long as there i s a proper allocation formula, i t i s 

possible to have wells d r i l l e d on 320 acres and wells d r i l l e d on 
which 

160 acres in the same common source of supply/will allow production 

from each well i n such a fashion that the correlative r i g h t s would 

be protected and the f i e l d can be e f f i c i e n t l y and economically 

produced. 

Q There have been no hearings or no testimony i n any of the 

cases thus far re l a t i v e to proration units or the size that they 

should be, is that correct? A That i s correct. 

0 Does the testimony that you have given us thus f a r , bring us 

up-to-date to the date of the present application for proration for 

the V/est Kutz Field? 

A Yes, t h i s brings us up-to-date. 
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0 I w i l l ask i f you have made or caused to be made, certain 

studies regarding the proration of gas i n th i s f i e l d with particu­

l a r reference to the sise which these proration units should be? 

A Yes, I have. 

0 Directing your attention now to Section 133 of the Conser­

vation Statute which reads as follows: "The Commission may estab­

l i s h a proration unit f o r each pool, such being the area which may 

be e f f i c i e n t l y and economically drained when developed by one w e l l , 

and i n so doing the Commission shall consider the economic loss 

caused by the d r i l l i n g of unnecessary wells, the protection of cor­

r e l a t i v e r i g h t s , including those of royalty owners, the prevention 

of waste, the avoidance of the augmentation of risks arising from 

the d r i l l i n g of an excessive number of wells, and the prevention of 

reduced recovery which might result from the d r i l l i n g of too few 

wells". I w i l l ask you whether or not these studies which were made 

by you -were made with reference to th i s statutory provision? 

A Yes, they were. 

Q Have you available information which v i l l show the area i n 

th i s f i e l d which can be e f f i c i e n t l y and economically drained by 

one well? A Yes, I have. 

Q What is the nature of that data? 

A We have conducted a number of interference tests which 

d e f i n i t e l y establish the area or the minimum area which 'veils i n 

t h i s f i e l d w i l l drain. 

0 Do you hove the results of those tests with you? 

A Yes, I have. These tests are exact duplicates of tests 

which were — l e t me reword that -- these tests have been entered 

into the record before i n one of the other cases, and we have those 
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Exhibits on f i l e here now. 

Q I w i l ] ask the reporter to mark the results of these tests 

as Stanolind and Benton and Montin Exhibit 2 in th i s case. 

(Marked Stanolind*s and Benton and 
Montin*s Exhibit No. 2, for 
i d e n t i f i c a t i o n . } 

A This Exhibit i s broken into f i v e separate tests. 

Q Let's take un each test one by one and t r y b r i e f l y to sum­

marize the results of the test and what i s shown by each one and hcjw 

they are related to each other. Let's take f i r s t , Test No. 1. 

A In test No. 1 we have on page 1 a description of the area 

of the test and the wells Included i n the t e s t , the date of f i r s t 

production into the pipeline. On page 2 i s i d e n t i f i e d the shut-in 

well i n the test area and the distances to the nearest producing 

well, "age 3 shows the pressure measurements made on the subject 

shut-in w e l l . Page 4 i s an explanatory note and page 5 i s a map 

showing the area of the test and approximate reproduction of t h i s 

map which i s the one on the wall. 

Q Can you point out where the area of the f i r s t test on the 

map on the wall is? 

A The area of the test i s shown colored i n yellow. The pro­

ducing wells that were completed at that time were colored i n green 

and a wei 1 which was shut-in and on which pressure measurements wer|e 

made during the test i s colored in red. That particular well was 

Hancock Ho. 11, Hancock. 

Q What is the next nage? 

A The next page i s a graph showing the Pressure history of 

thi s well during the time of t h i s test and while i t was shut-in. 

This i s also shown by the graph .just above the map on the wal l . 
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C v/hat conclusions do you draw from this test? 

A This test shows that t h i s particular well, after being 

completed and before nutting on the production i n the pipeline, was 

shut-in for the length of time adequate for i t to build UP to i t ' s 

maximum shut-in pressure. Nov/, we know from other wells which were 

d r i l l e d in the immediate area that the o r i g i n a l shut-in pressure 

in t h i s area was about 465 pounds. The maximum pressure to which 

t h i s well b u i l t UP was 446i pounds. That indicates to me that ad­

joining wells had Produced gas out from under t h i s particular w e l l ' 

t r a c t before t h i s well was complete. 

As further d e f i n i t e evidence that gas was migrating away from 

this particular t r a c t to the other wells i n the area, we have the 

additional pressure maintenance which was shown i n green on t h i s 

graph and which shows that the pressure decreased in th i s well a l ­

though i t was shut-in a l l the time of the tes t , no production was 

taken from the well. Nevertheless, i t ' s gas reserves were being 

produced by off-set wells. 

C, Turning now to test No. 2. 

A I would l i k e to add one more remark. The nearest off-set 

well to t h i s particular one was Danube No. 3 Thompson, which was a 

distance of 2,160 feet. That is the closest well which could have 

been draining t h i s particular test well. The drainage radius of 

2,160 feet i s equivalent to a circular drainage area of 336 acres. 

This means to me that the minimum drainage area which a well i n thifcs 

part of the f i e l d could drain would be 336 acres. 

Q Now, Test 2, please. 

A Test No. 2, we have the same comparative information i n our 

Exhibit which shows the area of the te s t , the wells in the test, 
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the exact pressure measurements, and on page 9 we have the man 

which shows the area of t h i s t e s t . 

Q Can you Point out the well i n the area of this test on the 

map on the wall? 

A This test was conducted on Benson-Montin No. IS, Gallegos 

Canyon Unit, and i t is colored i n red on the map, and the producing 

wells within t h i s test area are colored i n green. 

This Particular well was d r i l l e d on Indian land, and the 

pipeline company, i t took them several months to get authority to 

cross the land with Pipeline and t i e the well i n , so we had a com­

paratively long interference test on t h i s particular w e l l . I t laste|d 

for 244 days. On t h i s well the same as test No. 1, we found well 

shut-in pressure b u i l t up to a maximum and the increase i n pressure 

measurements as colored i n red on the graph on the w a l l . 

This granh i s on page 10 of our Exhibit. After reaching the 

maximum pressure, t h i s well also declined as gas was produced from 

adjoining wells, and pulled gas out from under the t r a c t on which 

t h i s well was d r i l l e d . The maximum pressure to which the well had 

b u i l t UP was approximately 463 pounds; at the end of the test i t had 

dropped 6 pounds to 457 pounds. 

Nov/, although that i s only a 6 pound drop, the pressure measure­

ments were made with an instrument which was sensitive to one-tenth 

of a pound. I t is apparent from the slope of the curve and the fact 

that I t does not jump up and down, that the trend of the drop i n 

pressure was very d e f i n i t e . 

Q There is no doubt In your mind that i f the test had been 

conducted f o r a longer period the drop In pressure would have contin­

ued and been reflected by the graph? 

A D A D E A R N L E Y & A S S O C I A T E S 
STENOTYPE REPORTERS 

ROOM 105-108-107 EL CORTEZ B L D G . 
PHONES 7 - 9 6 4 5 A N D 5 - 9 5 4 6 
A L B U Q U E R Q U E . NEW MEXICO 



11 

A That is correct. The test was conducted f o r a period of abput 

eight months, and I would see no reason why i t would change. 

Q Are your conclusions the same with reference to t h i s test 

as they were with reference to test No. 1? 

A The general conclusions are about the same, that the o f f ­

set v>/ells were draining gas under t h i s particular wells' t r a c t . 

In t h i s case the nearest producing well to No. 18 was Gallegos Can­

yon Unit No. 6, a distance of 3,050 feet. The draining radius of 

3,050 feet i s equivalent to circular drainage area of approximately 

670 acres, which means to me that wells in t h i s area could drain a 

minimum of 670 acres oer wel l . 

Q Let's turn now to Test No. 3. 

A Under Test No. 3 i n our Exhibit, we have again the same typ£ 

of information, the area of the test i d e n t i f i e d , wells within the 

test area, the distance to the nearest producing we l l , the exact 

pressure measurements made on the test w e l l , and on Page 13, the ma; 

id e n t i f i e s the area of the t e s t . 

Q W i l l you indicate the area of the test on the man on the wall? 

A The area of the test is colored i n yellow on the map on the 

wall and the producing wells are colored i n green, and the shut-in 

test well i s colored i n red. Now, thi s particular test well which 

is Gallegos Canyon Unit No. 13 was d r i l l e d almost d i r e c t l y between 

two wells which had been completed at an earl i e r date, and on which 

we had shut-in pressures from which we could t e l l what the or i g i n a l 

shut-in pressure in that area, or what the orig i n a l shut-in pressure 

was. 

On Gallegos Canyon Unit No. 17 i t had a maximum pressure of 

468.1 pounds. V/e feel that that i s a good and accurate pressure of 
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that particular area, and that the well had probably b u i l t up to 

the maximum reservoir pressure when that test was taken. Just 

across Well No. 13 to the Gallegos Canyon Unit No. 4 we had a shut-

i n pressure af t e r I believe about twenty days, of 464 pounds. We 

feel that well probably would have b u i l t up to 46£ pounds had i t 

been shut-in long enough. Even so, we have minimum pressures to 

which the o r i g i n a l wells b u i l t up of 464 pounds and 468.1 pounds i n 

that yellow area when they were f i r s t completed. 

Now we w i l l go to Well No. 13 which i s the test well and was 

d r i l l e d between those two wells No. 4 and No. 1?. I t ' s pressure 

history during the time of the test i s shown on the graph on page 

14 and the graph above the map on the w a l l . 

Q What does that show? 

A That shows that t h i s well b u i l t UP to a maximum pressure of 

only 461 pounds. This indicates to me that that well's t r a c t had 

been p a r t i a l l y depleted by the off-set producing wells at the time 

number 13 was d r i l l e d . After building up to i t ' s maximum pressure, 

i t ' s pressure commenced f a l l i n g o f f and t h i s indicates to me that 

the wells which had drained gas o r i g i n a l l y from under t h i s well's 

t r a c t were continuing to drain gas from i t during the time of th i s 

t e s t . The nearest Producing well to No. 13 at the time of th i s 

test was Gallegos Canyon Unit No. 4, a distance of 3,750 feet. Now 

drainage radius of 3,750 feet i s equivalent to a circular drainage 

area of 1,020 acres. This means to me that i n t h i s area, wells wou 

have a minimum drainage area of 1,020 acres ner wel l . 

0 Turning now to test Mo. 4. 

A For Test No. 4 we have the similar data, the area of the 

te s t , location of the -wells, shut-in wells within the test area, 

Id 
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pressure measurements on the t e s t w e l l , and on Page Ko. 18 a map 

showing ths area of the t e s t . 

0 I s that the map on the wail? 

A That :s the mao shown on the w a l l . This n a r t i c u l a r t e s t 

w e l l i s about a mile from the w e l l shown i n our int e r f e r e n c e Test 

Ko. 1. The differ e n c e now being th a t whereas i n the o r i g i n a l t e s t 

there were only a few wells completed w i t h i n the t e s t area, we now 

have a large number of producing w e l l s w i t h i n the t e s t area w i t h ccn-

sequently higher withdrawals from the f i e l d , and as a r e s u l t you have 

more marked pressure decline from the t e s t w e l l . 

The pressure' h i s t o r y of t h i s t e s t w e l l I s shown on Page 19 anc 

on the graph on the w a l l above the map, the maximum Pressure to 

which t h i s w e l l , which i s Benson-Montin No. 31 Gallegos Canyon, b u i l t 

UP to was 443 pounds. This was about 20 to 25 pounds less than the 

o r i g i n a l pressure of the area, and during the course of the t e s t 

the w e l l dropped about 12 pounds to 431 pounds. The pressure measure­

ments ; re shown by the l i t t l e green c i r c l e on the graoh. This mears 

that before t h i s w e l l was turned i n t o the p i p e l i n e , i t ' s pressure 

was approximately 35 pounds less than the o r i g i n a l r e s e r v o i r pressure, 

and as such, approximately ICfj of t h a t well's recoverable reserves 

had been produced by ad j o i n i n g w e l l s . 

v //hat was the nearest oroducing w e l l to that? 

A The nearest producing w e l l to No. 31 was Gallegos Canyon 

Unit No. 30, a distance of 1920 f e e t , and the c i r c u l a r drainage 

area equivalent to a drainage radius of 1920 fee t i s 323 acres. 

Q What conclusion do you reach from that? 

A This means that the wells i n t h i s area can e f f i c i e n t l y drain 

• minimum aroa of 320 acres per w e l l . 
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fffi. SPURRIER: In what period of time, Mr. Greer? I notice 

you said awhile ago a well would drain a thousand and twenty acres. 

A I t would take longer, of course, for wells to drain gas 

on 320 acres as compared to 160 acres. Just exactly hov/ much time, 

approximate comparison shows that i f the wells were not prorated 

but were producing wide ooen, that i n about a ten-year period wells 

on 320 acres would produce about 90 to 95:/J as much gas as wells 

d r i l l e d on 160 acre spacing. Then, of course, i n additional length 

of time p r a c t i c a l l y a l l of the gas that could be recovered by the 

320 acre wells. I f there i s any proration or any r e s t r i c t i o n i n 

production, then the time that i t takes to produce the gas w i l l be 

very nearly the same on the 160 acres or 320 acres. 

Q Turning now to Test Uo. 5. 

A Test Mo. 5 i s , i n my opinion, one of the most impressive 

interference tests yet published. In our Exhibit we have i d e n t i f i e d 

the area of t h i s t e s t , the shut-in i n well within the test area, 

producing wells, the producing wells on the boundary and specific 

pressure measurements for wells within the test area which was 

shut-in. 

0 ".Jill you indicate on the map on the wall the area tested 

in the well? 

A The area of the test was colored i n yellow on the map and 

the producing wells along the boundary of the test area and within 

the test area are colored in green. Here again we have two wells 

on which we had very accurate i n i t i a l reservoir pressure maintenance, 

or rather wellhead pressure measurements. Those two wells are 

ide n t i f i e d by the dashed c i r c l e s , one on the east side and one on 

the west side. One of the pressures was 468JL pounds on Gallegos 
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No. 17 and the other 467.5 pounds on Gallegos Canyon No. 7. The 

i n i t i a l pressures of these f i r s t wells in t h i s area checked within 

six-tenths of a pound. I feel that the or i g i n a l pressure in the 

area was very close to 468 pounds. The area of t h i s test i s approxi­

mately eight square miles, and within t h i s eight square mile area 

there were only four producing wells. Of those four producing well 

at th'i tine of the tes t , three of them h'd been on production approxi­

mately one year, and one of them had been on production just a COUP 

of months. 

Q What does that show? 

A That the difference in t h i s interference test as compared 

to the majority of intereference tests i s that we had instead of juist 

one shut-in well within the test area, we had four wells within the 

test area on which we took pressure measurements. The pressure 

performance of these four wells as shown on Page 27 of our Exhibit knd 

on the graph above the map on the wal l , now with only a short pro­

duction period for the time of t h i s test we necessarily had small 

pressure drops. Nevertheless, they were measureable, and with the 

instrument we were using, I am certain that the trend of decrease 

in pressure to reach the maximum represents the actual pressure be­

havior in the reservoir at that time. 

Q What i s your conclusion as a result of this? 

A We might point out that Well No. 33 which i s shown on the 

lower part of the graoh i s close to what we c a l l the fairway f i e l d 

i n the most permeable \art of i t , and has Pressure droos more rapid 

l y than any of the other wells. Nevertheless, the pressure on the 

other test 'wells reached the maximum and then dropped o f f , which 

indicates to me that with only three producing wells within the 
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eight square mile area and f i v e producing wells/ the boundary that 
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s, 

these wells caused movement of gas in the reservoir away from these 

subject test wells. I would l i k e to point out that one of the well 

Gallegos Canyon Unit No. 40, the closest producing well to i t was 

No. 17 Gallegos Canyon Unit, a distance of 5,000 feet. The circulajr 

drainage area equivalent to a radius of 5,000 feet i s about 1,800 

acres. 

This indicates to me that wells in t h i s area could drain 1,800 

acres per wel l . 

0 Whet conclusions, summarizing the testimony that you have 

given with reference to each of these tests, what conclusions do yo 

reach as a result of them as far as the entire f i e l d i s concerned? 

A These tests mean to me that wells i n t h i s area w i l l e f f i c i e n t 

l y and economically drain at least 320 acres per wel l . 

MR. TOWNSEND: We would l i k e — excuse me. 

A And that inasmuch as two-thirds of the f i e l d has been 

d r i l l e d on approximately 320 acres, that proration units of 320 

acres should be established i n the allocation of gas production. 

MR. TOWNSEND: We would l i k e at t h i s time to offer the map 

which i s on the wall as Stanolind and Eenson-and Montin Exhibit 1, 

and to offer the results of the f i v e interference tests as th e i r 

Exhibit No. 2. 

MR. SPURRIER: Is there objection? Without objection they w i l l 

be admitted. 

Can we take a short recess here? 

(Recess.} 

MR. SPURRIER: We w i l l proceed with the hearing, 

py MR. TOWNSEND; 
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Q In conducting these interference tests and using the surfacp 

pressure gauge, did you. make any additional tests to see whether 

f l u i d i n the holes i n the bottom of the hole may have some effect 

unon these tests? 

A Yos, we were concerned in knowing whether the surface pressures 

were representative of the reservoir pressures, and in order to 

check t h i s since some of the wells make water in that area, before 

and after each t e s t , we blew the wells through the tubing to make 

certain there was no water In the hole. Therefore, a column of gas 

existed from the casing head to the producing formation, and as a 

res u l t , the surface pressure was a direct indication of the reser­

voir pressure, or rather the difference in pressure measurements wa 

exactly reflected by difference i n reservoir Pressures. 

Incidently, we found that wells that make water i n t h i s f i e l d 

on shuting them i n , there i s a tendency f o r the water to go back in^o 

the sand and we have often shut a well i n that had quite a b i t of 

water i n the hoie, and after being shut-in from a few hours to a 

couole of days, a l l the water has been driven back into the sand. 

Q So you consider your test as accurate as could have been 

made under the circumstances? 

A I am positive that our surface measurements d i r e c t l y re­

flected reservoir pressure, and of course, since ve could measure 

them to one-tenth of a pound, we had f a r more accurate pressure 

measurements than we could have obtained by running bottom-hole 

pressure bombs. 
Based 

Q /on the result of these tests, in your opinion, w i l l there b i 

any significant difference i n the ultimate recovery of the t r a c t un­

less developed to a density of one well to each 160 acres as compared 
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to that which would be obtained i f i t were marked to a density of 

one well to 320 acres? 

A For the same producing rate at abandonment, i t takes a 

s l i g h t l y higher reservoir pressure on 320 acre spacing as compared 

to loO acre soacing. This s l i g h t l y higher nressure represents a 

small additional volume of gas that would not be recovered on 320 

acres as compared to 160 acres. This amount of gas, however, i s 

ouite small being on the order of three-tenths to four-tenths of 

one nercent of the t o t a l volume of gas, and we have found i n d r i l l i n g 

and completing wells i n t h i s area that we often lose more than this 

three-tenths to four-tenths of one percent i n the course of comple­

tion of the additional well due to the fact that the well has to 

be opened to the a i r while we are completing, and I believe that evjen 

more gas would be recovered on 320 acre spacing as compared to 160 

acre spacing i n view of the gas that would be wasted i n d r i l l i n g thje 

second well on 320 acre t r a c t . 

Q 7/hat about the cost of d r i l l i n g an additional well on a 

320 acre tract? Mould the amount of the cost j u s t i f y the additionajl 

expenditure from the standpoint of the o i l recovered? 

A Definitely not, since I don't believe we would recover any 

additional volume of gas at a l l by d r i l l i n g the second we l l . That 

is additional gas that can be saved i n the market. I t cost oh, 018],000 

to 019,000 for the average well i n the entire f i e l d , and I think the 

additional d r i l l i n g cost would be ent i r e l y wasted, as well as the 

additional materials that i t takes to complete the well with. 

Q Then you would say that the d r i l l i n g of an additional well 

would not be sound from an economic standpoint forgetting the engin­

eering factors involved? A That i s correct. 
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Q Based unon these conclusions, what is your recommendation 

as to the size that the proration units i n t h i s f i e l d should be? 

A 320 acres. 

Q "'/hat is another factor besides the size of the unit to be 

considered i n the proration of gas? 

A '.r: allocation formula. 

0 Let me read to you a portion of the Conservation Statute, 

Sections 12-0 and Section 13 '<, part of 12C says that "Whenever the 

Commission finds i t necessary to prorate gas, they should do so on 

a reasonable basis and recognizing correlative r i g h t s . " Then t h i s 

sentence appears, "In protecting correlative r i g h t s , the Commissior 

may give equitable consideration to acreage,pressure, open flow, 

porosity, permeability, d e l i v e r a b i l i t y , and quality of the gas, and 

to such other pertinent factors as may from time to time exist, and 

insofar as i s practicable, shall prevent drainage between producing 

tracts in a pool which i s not eoualized by counter drainage." 

Section 13A reads as follows: "The rules, regulations and order 

of the Commission shall insofar as i t i s practicable to do so, afford 

to the owner of each property i n a pool the opportunity to produce 

his just and equitable share of the o i l or gas, or both, i n the 

pool being an amount so far as can be practicably determined, and 

so f a r as such can be practicably obtained without waste, substantial­

l y i n the proportion that the recoverable o i l or gas or both under 

such property bears to the t o t a l recoverable o i l or gas or both i n 

the pool, and f o r t h i s purpose to use 'his just and equitable share 

of the reservoir energy". 

In the allocation formula which you w i l l recommend, did you 

take into consideration the factors that these Provisions of the 
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statute mentions and covers? 

A Yes, I did. I 

0 Ir. vour opinion, i s there a r e l a t i o n s h i p between the a b i l i t 

of '.- w e l l to produce and the amount of recoverable reserves? 

A Yes there i s a r e l a t i o n s h i p between the d e l i v e r a b i l i t y of 

wel l s i n t h i s f i e l d to reserves under t h e i r t r a c t s . 

0 " . / i l l you enumerate the f a c t o r s t h a t determine such r e l a t i o n 

aai-"' ard give us your observations iraor each one, and w e l l , d i s ­

cuss each one separately. 

A I would l i k e to point out f i r s t t h a t the productive l i m i t s 

of t h i s f i e l d are d e f i n i t e l y defined by changes i n Permeability. 

This occurs i n a large number of f i e l d s , but i s more pronounced i n 

t h i s p a r t i c u l a r f i e l d than any I have ever studied before. Fy t h i s 

I mean tha t the e n t i r e area surrounding the f i e l d and through the 

f i e l d , e x h i b i t s a gross Pictured C l i f f sand thickness on the order 

of 100 t o 120 f e e t . This ss nd :' s present i n the productive part of 

the f i e l d and i s also present i n the non-productive parts of the 

area around the f i e l d . D r i l l i n g of we l l s i n the f i e l d and outside 

the l i m i t s of production, show t h s t t h i s sand i s very d e f i n i t e l y 

sand without shale bodies In i t and t h a t even i n the areas considered 

to be dry i n which we cannot complete producing w e l l s , the sand i s 

s t ^ l l present and c a r r i e s p o r o s i t y and p o r o s i t y may be j u s t as high 

i n the non-productive parts of t h i s area, as compared to the pro­

ductive •'•art of the f i e l d . 

Tho only d i r f e r e n c e i n the producing area and the r.on-producir, 

• rou i s determined by the change in the permeability aad the r e s u l t -

i n ^ d ifferences i r connate water content. The dry areas have lower 

permeability ' nd higher connate water s a t u r a t i o n -nd to the extent 
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that the well wall not produce gas. 

0 Have you nreoared a chart or exhibit to indicate t h i s 

variation? 

A We have made a. study of the relation of permeability to 

connate water which gives us a r e l a t i o n of permeability to t o t a l 

nore space available for the storage of gas. 

MR. TOWNSEND. I w i l l ask the reporter to mark these studies a 

anolind and Benson and Montin Exhibits Mo. 3 and 4. aj-

21 

(Harked Stanolind 1s and Benson and 
Montin's Exhibits Eo. 3 and 4, ' 
for i d e n t i f i c a t i o n . ) 

A A oart of o-a~ work rel a t i v e to the relati o n of permeability 

to connate water has been f i l e d with the Commission in one of the 

other hearings on t h i s f i e l d , and I w i l l not go into d e t a i l about 

that particular information other than to say that i t tends to con­

firm the Exhibit Eo. 3 which shows a relati o n of connate water to 

oermeability on Gallegos Canyon Unit Eo. 35. I t shows t h i s oarticu 

l a r well because i t vas cored with o i l , and ve feel that the water 

saturations are therefore more accurate than we might have obtained 

otherwise. Although t h i s represents only one wel l , i t i s confirmed 

by the capillary pressure measurements which were made on the f i v e 

ot'^er v e i l s , and to vhieh I referred awhile ago i n the records of 

the Commission. 

0 Do you know what case that was in? 

A That was Case 377. In the f i l e s of the Commission, those 

are i n the f i l e s of the Commission. 

C What does Exhibit Mo. 4 mean? 

A I might explain Exhibit 3 a l i t t l e more f u l l y . I t shows 

that for a permeability on the order of one millidarcy, that we 
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probably have a connate water saturation approximating 80%. As the 

permeability increases, the water saturation decreases, and for a 

permeability approximating ten m i l l i d a r c i e s , ve have approximately 

kOf> water saturation. This means that for higher permeability we 

have lower water saturation, and hence a greater void space available 

for the storage of gas. 

I might noint out that thi s additional void space and additional 

gas reserves which would be in place i n the same unit volume of sand 

for sand carrying the higher permeability, shows a de f i n i t e r e l a t i o n 

between reserves, recoverable gas reserves and productivity. The 

pore feature of t h i s particular Exhibit i n which i t i s necessary to 

understand the performance of the f i e l d , is that the permeabilities 

in t h i s particular formation have been found from core analyses and 

also by comparison v i t h other wells to be in t h i s range of one to 

two millidarcies up to ten and twenty m i l l i d a r c i e s . The average 

permeability probably l i e s between two and ten mil l i d a r c i e s f o r 

wells throughout the f i e l d . This i s important because this i s a rab-ge 

in which the water saturation varies the greatest and makes the r e l 

tio n between productivity and recoverable reserves. Oy th i s I mean 

that i f the permeabilities in the f i e l d were a l l , say in excess of ̂0 

mi l l i d a r c i e s , then there would be very l i t t l e variation of water sat­

uration throughout the f i e l d and there would then be very l i t t l e d i 

ference in reserves as compared to productivity. For that reason t h i s 

particular f i e l d can very easily d i f f e r from the majority of the gals 

f i e l d s i n which we ord i n a r i l y consider that permeability or produc­

t i v i t y has very l i t t l e r e l a t i o n to reserves. 

0 Do you consider t h i s chart representative of the wells 

throughout the field? 
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A Yes, although i t was taken on one well since i t was con-

'irmed by capillary nressure measurements on f i v e others scattered 

throughout other oarts of the f i e l d , I think is quite representative 

of t h i - f i e l d . 

C Do you have anything further to add with reference to 

Exhibit 3? A No. 
Q What is Exhibit 4 and what does i t show? 

Exhibit No. 4 shows the t o t a l void soace in the reservoir ajs 

compared to permeability resulting from the combination of the re­

l a t i o n of permeability to connate water and permeability to porosit|y. 

We have also found a sl i g h t increase in porosity with increase i n 

permeability for t h i s particular w e l l . That range is indicated by 

permeability of one millidarcy showed porosity approximating 18%, 

and with increased permeability up to twenty millidarcy and poro­

s i t y increased un to about twenty and a half percent. 

I t i s a very s l i g h t increase in porosity with permeability, bujt 

there i s an apparent increase. Now, by combining the re l a t i o n of 

connate 'water to Permeability and porosity to permeability, we are 

able to determine t o t a l reservoir Moor soace as related to permea­

b i l i t y and that i s shown by Exhibit No. 4. I might point out on 

th i s Exhibit about the magnitude of that r e l a t i o n . For example, a 

well having an average permeability of two mill i d a r c i e s would pro­

bably have a net effective pore space of six Percent of the bulk 

volume of reservoir as shown by this Exhibit No. 4. 

A v e i l having a permeability of f i v e times that much, or ten 

mi l l i d a r c i e s , w i l l have the net effective pore soace of approximately 

twelve percent of the bulk volume of the reservoir. That shows tha' 

for a f i v e to one r a t i o i n permeability which would correspond approxi-
mate!' 
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to f i v e to one r a t i o i n productivity or d e l i v e r a b i l i t y , that we 

have about a two to one r a t i o i n pore space or recoverable reserve^. 

That variation depends somewhat on the wells that we are con­

sidering. In other words, we cannot use exactly that relationship 

for comparing a l l wells i n the reservoir. To explain that a l i t t l 4 

more clearly, I would l i k e to point out that the well that has a 

permeability of one millidarcy could have a net effective pore spat^e 

of three and a half percent, and a well with two millidarcy w i l l 

again have about six percent, by comparing those two wells twice tlje 

permeability gives very nearly twice as much reserve, so i t i s not 

a d e f i n i t e r e l a t i o n throughout the range of productivities that we 

have in the f i e l d . But i n each instance there is an increase recov 

erable reserve occurring under wells that have increased deliver­

a b i l i t i e s . 

Q You are simply saying then that i t i s not a d i r e c t l y pro­

portionate increase but that there i s a consistent increase, whenevejr 

you have an increase i n permeability, then you have some increase 

i n the pore space or the recoverable reserves? 

A That i s correct. 

Q What other factor might determine the relationship between 

the d e l i v e r a b i l i t y and the recoverable reserves? 

A There are some parts of the f i e l d which i n my mind I am cer 

ta i n that the sand has r e l a t i v e l y the same characteristics, but i t 

i s merely thicker i n one place as compared to another. In those 

parts of the f i e l d there i s a direct r e l a t i o n between productivity 

and reserves. In other words, there i s twice as much sand, twice 

as much d e l i v e r a b i l i t y and twice as much reserves. That does not 

occur throughout the f i e l d and we cannot use that as a d e f i n i t e 
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relationship, but i t does occur i n parts of the f i e l d . 

0 Are there any other factors that — 

A (Interrupting) Yes, there i s another very important factor' 

and that i s wells with lower d e l i v e r a b i l i t y have higher abandonment 

pressures. In other words, a well that has a d e l i v e r a b i l i t y which 

has a productivity near i t ' s economic l i m i t can produce only a smaljl 

amount of gas before i t ' s productivity w i l l be decreased to the 

point that i t would not be profitable to operate I t . Wells with 

extremely low d e l i v e r a b i l i t i e s could have abandonment pressures as 

high as one hundred, one hundred f i f t y , or two hundred pounds highejr 

than the f i e l d average. Those wells that have higher abandonment 

pressures d e f i n i t e l y need more gas percentagewise than wells that 

have higher d e l i v e r a b i l i t i e s . So that i s another r e l a t i o n , although 

i t i s not di r e c t , i t i s a re l a t i o n between d e l i v e r a b i l i t y and recov­

erable reserves. 

Q Do you think of any other factors that shows that r e l a t i o n ­

ship? 

A There i s one other factor that d e f i n i t e l y should be considered 

and that is the fact that there i s no fracturing whatsoever i n t h i s 

producing formation. We have cored a number of wells i n the f i e l d 

and obtained 100% recovery and i n no instance have we found f r a c t u r ­

ing which would indicate that the reservoir is i n a fracture condition, 

Q Mr. Greer, considering these factors that you have been 

t e s t i f y i n g about which you say shows relationship between deliver­

a b i l i t y and reserves and based upon your experience, what i s the 

range of variation from d e l i v e r a b i l i t y among the wells i n the f i e l d 

having a d e l i v e r a b i l i t y of say 100,000 cubic feet per day or more? 

A The range of d e l i v e r a b i l i t y f o r most of the wells i s on the 
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order of ten to one, and I believe about 20 to 1 would include a l l 

of the wells. 

0 In considering these factors that you have t e s t i f i e d about, 

based upon your experience, what would you say i s the range of v a r i 

ation i n the recoverable reserves i n the f i e l d ? 

A I believe the variation i n recoverable reserves f o r wells 

of d e l i v e r a b i l i t y of 100,000 or more would be on the order of 10 tc 

Q Before I ask you about the formula that you recommend, i s 

i t your testimony that there is to be direct relationship between 

the permeability i n the f i e l d and the d e l i v e r a b i l i t y of the wells 

i n the f i e l d ? 

A I t i s very nearly i n direct relationship. 

0 Does the formula that you recommend take these variations 

that you have just mentioned into consideration? The varying of 

10 to 1 and the d e l i v e r a b i l i t y for the average and approximately IC 

to 1 as to reserves? A Yes. 

Q VThat allocation formation do you recommend for the Picturec 

C l i f f s Field? 

A I recommend 75% of the gas be allocated on the basis of 

acreage times d e l i v e r a b i l i t y , and 25% of the gas be allocated on thje 

basis of acreage. 

Q Do you have a recommendation to go along with that as to trie 

matter of minimum allowable? 

A Yes. We recommend a minimum allowable of 100,000 cubic fe 

per well per day. 

n .-j Why do you choose that particular figure? 

A We have based that on economics. We fee l that i n the event 

of a strengthened production from the entire f i e l d , that the smaller 
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wells should be given an opportunity to pay out rather than to take 

the cutback in production d i r e c t l y as the larger wells do. The 
are 

reason for t h i s i s that we fe e l there/a large number of wells that 

might be producing i n t h i s area with comparatively low i n i t i a l pro­

duction. A well with a d e l i v e r a b i l i t y of 100,000 feet a day, i f 

produced at that rate, would take about 61 years to pay out the cost 

of d r i l l i n g . In the event of re s t r i c t e d productionwe would prefer 

that our larger wells take the brunt of the cutback; for example, 

a well that pays out i n six or seven months, a reduced allowable 

for that well which would cause i t to pay out i n ten months and be 

supported by the operator much easier than one of his wells which 

would pay out i n 6g years, and he would be cut back to the point 

that i t would oay out i n only ten or 11 years. A man whose well 

was cut back from six months payout to ten or eleven months payout, 

we f e e l i s not subject/to prorationing. 

Q Did you say hov; long i t would take a well with 100,000 M.Co 

to pay out? 

A I t would pay out i t f s d r i l l i n g costs i n approximately six o^ 

seven years. 

MR. TOWNSEND: I think that i s a l l at t h i s time. 

MR. SPURRIER: Does anyone have a question of Mr. Greer? 

MR. KELLAHIN: Representing J. T. Hancock and Company, Ltd. 

CROSS EXAMINATION 

By MR. KELLAHIN: 

Q Mr. Greer, i n your testimony i n regard to the present exist­

ing spacing i n the West Kutz Pool, i t i s my understanding that you 

said two-thirds of the area was on 320 and approximately one-third 

on 160 acres, i s that correct? 
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A Yes, s i r , that i s approximately correct. 

Q You are putting i t on an acreage basis? 

A Yes, I talked about acreage. 

C Are you including i n that a l l the area within the Gallegos 

Canyon Unit? 

A Only the tracts which are d r i l l e d . 

0 You are including a l l o t i n g three hundred twenty acres to 

each v e i l d r i l l e d i n the area I assume on a 320 acres? 

The ones that were d r i l l e d on the 320. 

0 You are including in that figure only your actually d r i l l e d 

acreage? 

A Yes, s i r , only the actual d r i l l e d acreage. 

That is likewise true of the acreage d r i l l e d on 160? 

A Yes, s i r , only the d r i l l e d acreage. 

0. I understood you to say that Order No. 172 issued i n 1952 

made a finding that one well would drain 320 acres? 

A Yes, s i r , that i s correct. 

Q I would l i k e to c a l l your attention to paragraph 3 of Order 

R-172 which reads as follows: "That apparently one gas well i n 

the Pictured C l i f f s formation, would e f f i c i e n t l y and ef f e c t i v e l y an|d 

economically drain an area of 320 acres, and that testimony i n d i ­

cated that the d r i l l i n g wells i n the pattern of greater density i s 

unnecessary and not to the best interests of conservation and could 

result i n wasteful use of c r i t i c a l materials". In your opinion i s 

that your finding that one well w i l l drain 320 acres? 

A Yes, I believe that i s what i t says. 

Q I t says that i t could result i n waste, does i t not? I woulld 

l i k e to c a l l your attention to paragraph 4 of Order R-172, "That i n 
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an e f f o r t to determine whether such measures w i l l insure orderly 

develoDment, protect correlative rights and prevent possible waste, 

the above lands should be developed on a 320 acre spacing pattern f|or 

a Period of one year from the date of t h i s order and at the end of 

one year the applicant should present testimony to show why 320 

should be retained". You presented testimony at the end of the one 

year period or approximately thereafter? 

A Yes, s i r . 

Q That resulted there i n finding that one well to 320 would 

not result i n an orderly development of the pool, did i t not? 

A Ilo, s i r , that was not the find i n g . 

0 Wasn't the finding i n paragraph 8 of Order R-172-B, I c a l l 

your attention to the folioi^ing language, "That f o r the Prevention p 

waste and protection of correlative r i g h t s , a uniform spacing pattern 

should be established f o r the Dxd-erOTg-ŷ  development and production bf 

the West Kutz-Pictured C l i f f s Gas Pool." 

A Yes, s i r , and i t i s , the apparent intent of that order was 

not to allow two di f f e r e n t spacings or not to have two dif f e r e n t spac­

ing Patterns in one common source of supply, but i t does not say 

that wells w i l l not drain 320 acres. 

0 Mr. Greer, r e f e r r i n g to your test No. 3 un there, I believe 

you said the low pressure showed that the acreage h'-d been drained 

pri o r to the d r i l l i n g of that well, i s that correct? 

A Yes, s i r . 

• 0 Can you give me the dates when the diff e r e n t wells were 

drilled? 

A Yes, s i r . That i s Test No. 3? 

0 Yes. 
~K In test No. 3 wre had a t o t a l of f i v e wells of which four 
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were producing and one was shut-in. The four producing wells were, 

the dates of f i r s t production are as follows: No. 4 Gallegos Can­

yon Unit, February 1952; No. 11, November 1952: No. 16, September 

1352; and No. 17, September 1952. 

Q What was your shut-in w e l l , the one that you said the low 

pressure indicated prior drainage? 

A I t was No. 13. 

Q When was i t dril l e d ? 

A I t was shut-in November 9th, 1952 and pressure, t h i s pressure 

test then included from that time up u n t i l March 1st of 1953 at 

which time we made our last pressure measurement on i t . 

Q Well, perhaps I don't quite understand you. I t was my 

understanding that you said that these wells had drained t h i s area 

nrior to that, i s that correct? 

A 'Well, as of the time that the well was completed i t had been 

drained by the amount of gas represented by the difference i n pres­

sure from approximately 468 pounds to 461 pounds. 

Q Well now, did you ever encounter that in any of the wells 

that were d r i l l e d approximately at the same time, that situation? 

'Where there could have been o f f s e t t i n g drainage, I mean? 

A I don't believe I understand your question. 

Q Are you fa m i l i a r with Hancock's No. 8 well? 

A I know i t i s i n the f i e l d there. 

Q Are you fa m i l i a r with the i n i t i a l potential of that well? 

A I don't have i t before me. 

Q Would 115 M.C.F. sound r i g h t to you as the i n i t i a l p o tential 

for that well? 

A Yes, that wells i n that area were d r i l l e d — 
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0 (Interrupting) How about the Mudge No. 9, are you fam i l ­

ia r with i t ? 

A Yes, s i r , I believe that was d r i l l e d i n about the same area 

Q Is that a direct offset? A Yes, s i r . 

Q You know what the i n i t i a l potential of that well was? 

A I don't have I t before me. 

Q Would 1,000,350 M.C.F. sound r i g h t to you? 

A Yes, s i r . 

Q Hov/ about Hancock's No. 9 we l l , i s that i n the same area? 

A Yes, s i r , i t i s about a mile from i t . 

Q Do you know what the i n i t i a l potential on that well was? 

A I believe we show i t about two and a half m i l l i o n . 

Q And the Mudge No. 7 well? 

A Y es, -s i r . 

Q Does that show the i n i t i a l potential on i t ? 

A About half a m i l l i o n . 

Q And the Hancock No. 10? 

A Yes, s i r , i t i s i n the same area. 

Q Does that have the i n i t i a l potential on i t ? 

A About eight hundred thousand. 

Q Mudge No. 6? 

A About two and three quarter m i l l i o n . 

Q The Mudge Mo. 1? 

A • We show about 300,000. 

Q Three m i l l i o n , i s i t not? 

A Is i t three million? Perhaps we have i t . I w i l l accept i t 

Q Developed three m i l l i o n I believe. The Mudge No. 3, do 

you have that one? 
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A We show here 360,000. 

0; Assuming that you were d r i l l i n g on a basis of 320 acres, 

those wells were a l l d r i l l e d approximately the same time, were thejr 

not? A Yes. 

C Assuming that you were d r i l l i n g on 320 and d r i l l e d f o r 

example, the Mudge No. 7 weil f i r s t , that would have resulted i n 

waste, would i t not, to allocate 320 acres to that well? 

A I think not. The problem of high productivity wells and ldrw 

productivity wells which a man might obtain by d r i l l i n g on di f f e r e n t 

parts of his tr a c t i s something that i s going to occur regardless 

of the spacing. 

Q To what factors do you a t t r i b u t e that? 

A High permeability to one we l l . 

Q Actually there i s a variation i n oermeability i n the West 

Kutz Pool? A There certainly i s . 

Q You get quite a variation i n the direct offsets on the 160 

acre spacing? 

A That is true. You could get a wide variation on 80 acres 

or 40. 

' Q In the event you d r i l l e d on 320 the variation i n permeability 

would be a factor i n the t o t a l recovery frora that w e l l , would i t not? 

A Unon the w e l l , yes, i n the f i e l d , no. 

Q In the f i e l d , no? A Yes. 

G What do you mean by that? 

A I mean that gas might not be recovered by one well i n one 

spot but would be recovered by another well i n another f i e l d . 

G Wouldn't that be denying the man under whose land the re-

serves were located the r i g h t to recover those? 
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A Not necessarily, we could go even further than that on the 

particular low well that you might, low productivity well which you 

might choose now that has been d r i l l e d on 160 acres, i t i s possible 

that v/e could go to 80 acres on the same tr a c t to give the man a 

high productivity w e l l . 

Q I t i s your testimony, as I understood i t , that i n the d r i l l ' 

ing of additional wells on 320 acres, more than one well would be 

uneconomical? 

A That i s correct, i t would be. 

Q Under those circumstances do you think that the man who has 

complied with Commission's regulation' and d r i l l e d 160 could claim 

the same allowable as the man who d r i l l e d on 320? 

A Yes, i f we gave the 160 more than half the allowable than tljie 

320 acre well he would be recovering more oer acre than the well 

d r i l l e d on 320 acres. I fe e l per acre recovery should be approximate­

l y balanced. In other words, i f he takes out more per acre under 

his 160 acres, i t i s going to have to come from under the 320 acre 

w e l l . I do not believe that would protect correlative r i g h t s . 

Q I believe your testimony i s that i f one well on 320 acres 

would not recover the well, then i t would go to some other well, that 

i s migration? 

A Yes. But that could happen on any spacing pattern. We 
i f that 

could go from 320 to 160/does not cure that problem. 

Q Increasing the size of the unit aggravates the problem, does 

i t not? 

A Well, I believe as a man d r i l l s more wells he increases the 

odds that he w i l l f i n a l l y get an average well on his t r a c t , yes, sirj* 

0 I t increases i t ? 
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A In other words, i f he d r i l l e d four wells on 160 acres, he 

would come twice as close to getting an average well for that 160 

acres as I f he d r i l l e d one well on i t . 

Q In a l l your testimony about the ultimate recovery of gas, 

Mr. Greer, I don't believe you said anything about the element of 

time. Is that a factor i n economic well? 

A Yes, s i r . 

Q What would be your estimate as to the time required for one 

well on 320 acres to drain the 320 as compared with the one well on 

loO acres? 

A I t deoends upon the extent of proration. I f there i s no 

proration at a l l , i t takes longer for a well on 320 acres to produc 

a l l of the gas from under i t ' s t r a c t as compared with a well on 160 

acres. That i s under conditions of volume of flow. Under conditio 

of proration i t depends upon the agre'ed • proration. I t could be the 

allowables "would be rest r i c t e d to the point that the t o t a l depletio 

would be exactly the same under 320 acres as under 160 acre t r a c t s . 

Q That i s assuming that the allowables are the same, that i s 

on an acreage basis? A Yes, s i r . 

Q I f the allowables per well were the same, i n other words, a 

well on the 320 acre t r a c t receives the same allowable as a well on 

160 acre t r a c t , the ultimate recovery would s t i l l be the same, woul 

i t not? A What? 

Q The well on the 320 acres would recover i t ' s reserves just 

as well as the well on 160 acres, only i t would take —•—. 

A That is provided they are, there i s no offset drainage 

between the two particular wells. 

Q How could you have offset drainage? 

i s 

1 

i 
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A I f we have an allocation formula which does not give credit 

to acreage, then we could have 160 vie 11 getting the same allowable 

as the 320 acre well. In that case, i f they are offset wells, the 

160 acre well w i l l drain gas from the 120 acre t r a c t . 

Q Well, the reserves — 

A (Interrupting) Under proper allocation formula, that w i l l 

not occur. 

Q Well, the allocation formula v/hich you proposed, would i t 

occur? —-

35 

A Under the allocation .^formula that we proposed there would fc 
/ 

no offset drainage or i t wouldr-be minimized. 

0 Because that takes acrj^stgg/'into consideration? 

A Yes, s i r , because i t takes acreage into consideration. 

C. The only element involved then would be the element of time)' 

A Yes, s i r . 

C Have you any d i f f i c u l t y with water up there? I believe you 

said you had. 

A A l o t of the wells make water. 

0 You have had? A (Interrupting) You — 

Q (Interrupting) You had considerable problem with water, 

as a matter of f a c t , i n some areas, haven't you? 

A Eeg pardon. 

Q You had a considerable problem with water i n some areas? 

A Yet i t did not materially affect our production. I t takes 

a l i t t l e more care i n the f i e l d . 

Q Have you reached the point where you considered putting thejm 

on the pumps? 

A Oh, no, s i r . The t o t a l volume of water i s comparatively 
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small, i t i s on the order of two or three barrels a well a day. 

Q There are some wells i n the area where water has been more 

serious than that, i s there? 

A Yes, I think some of the operators have had quite a b i t of 

water trouble. 

0 Nov;, a well located on 320 acre t r a c t , i f we assume i t i s 

going to get twice the allowable as the well on 160 acre t r a c t , i s 

there any danger i n your opinion, of water encroachment as a result 

of the higher allowable? 

A I don't believe there i s any water encroachment i n t h i s f i e j l d 

as we or d i n a r i l y think of water encroachment. 

0 Is there any danger of the loss of gas as a result of water 

due to high production of these wells? 

A Do you mean that might drown a well out such as we couldn't 

produce i t ? 

Q Or trapping gas by water? 

A Mo, s i r , I think there i s no by-passing of gas i n trapping 

of gas as we ord i n a r i l y think of i t i n a f i e l d i n which there i s 

water encroachment. I believe the water that we oroduce i s high 

connate water almost immobile connate water. 

Q You detected no movement of the v/ater? 

A I think there i s no movement of water such as we think of 

In a water drive f i e l d . 

Q There is movement of water as a result of production? 

A Yes, I believe there i s water which I referred t o , i s almos' 

immobile connate water. 

Q But with a higher production rate, i t moves, does i t not? 

A I t moves at any production rate. 
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Q And with that s i t u a t i o n , there i s danger that the gas woulcf 

be trapped, i s there not? 

A No, s i r , I think not. I see no reason. 

MR. SPURRIER: Let's take a short recess. 

(Recess.) 

MR. SPURRIER: Proceed, Mr. Kellahin. 

Q Mr. Greer, referring back to our discussion of the Mudge 

wells, can you explain to the Commission how one well w i l l drain 

320 acres when there i s a permeability barrier or area of low per­

meability/' between wells on 160 acres? 

A I think there are no permeability barriers which w i l l pre­

vent the ultimate recovery of gas from the f i e l d such as necessary 

to d r i l l the f i e l d on 160 acres. There are unequitable t i g h t streajks 

and low permeability zones, but those zones are not so small that 

i t i s necessary to d r i l l a well on 160 acres. I f that were true, 

then we would have not one main reservoir, we would have reservoirs 

approximating 160 acres with no communication between them. I thir.k 

that is not the case i n t h i s f i e l d . 

0 I think we are agreed that i s not the case in t h i s f i e l d . 

The testimony i n your answer does show there i s a wide variation 

i n permeability? A Yes. . 

Q My question i s , hov/ can one well drain 320 with that wide 

variation i n Permeability which i s s u f f i c i e n t l y close to show up 

in a 160 acre unit? 

A V/ell, the wells v/e were t a l k i n g about w i l l i n time drain 

320 just l i k e they w i l l i n time drain 160. Some of the wells are sb 

small i t would take a long time to drain 160. Vie wouldn't certainljy 

want to go to 320 to fi n d a soot i n the 160 acre t r a c t where a man 

ADA DEARNLEY ft ASSOCIATES 
STENOTYPE R E P O R T E R . 

ROOM 10B-106-107 EL CORTEZ B L D G . 
PHONES 7 - 9 6 4 5 A N D 5 - 9 5 4 6 
A L B U Q U E R Q U E . NEW MEXICO 



38 
could get the gas out faster. 

Q That i f i t were located of low permeability would not drain 

an area where i t i s offset by wells i n a high permeability, would i t 

A I t deoends again on our, the rel a t i o n of d e l i v e r a b i l i t y to 

reserves. In my own mind, I am certain, I feel certain that there i 

less gas in place under the wells that have the low d e l i v e r a b i l i t y 

as compared with the offset well with the high d e l i v e r a b i l i t y . 

Q Have you made any examination of the permeability i n varioujs 

areas in the pool, Mr. Greer? 

A Have I made an examination of what? 

Q Of the core analysis on the permeability? 

A Yes, s i r , we have one exhibit here t h i s morning. 

Q Hov/ many wells are involved? Hov/ many cores did you have 

available to you? 

A We had cores, I believe, on six wells. And i n the exhibit 

which we presented t h i s morning, was seven wells, 
there 

Q Was/a. wide variation i n permeability on those wells? 

A The permeability seemed to range from on the order of about 

one millidarcy to 20 or 30 m i l l i d a r c i e s . 

Q Hov; are the wells located i n the West Kutz area as to distance 

from the d r i l l i n g u n i t , contrary to the d r i l l i n g unit? 

A The most recent rule called f o r a minimum distance of 990 

feet from the corner. Some of the wells were d r i l l e d under d i f f e r 

ent rules in which they could be 660 feet from the other v/ell rs trajct 

Q As a matter of fa c t , a great number of your wells located 

on 320 acre tracts are d r i l l e d on 660 locations, aren't they? 

A They are d r i l l e d 660 feet from one of the l i n e s . Yes, s i r , 

ve took advantage of whatever distances we could in order to come ajs 
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close to uniform soacing as possible, and also to take advantage 

of t e r r a i n i n keeping our costs down. 

Q The wells are not centered on the d r i l l i n g u n i t , i s n ' t therje 

danger of drainage across Property lines? 

A Oh, I think i t i s not material. 

0. You say i t i s not material. Wouldn't this give a v/ell that 

had a double allowable an unfair advantage over the other wells? 

A I think not, i f the v/ell i s assigned 320 acres i n the f i e l d 

and 320 acres doesn't, then any gas that v/ell takes from the f i e l d 

based on i t ' s 320 acres, v / i l l surel}^ be somewhat in Proportion to 

i t ' s proportionate share of the reserves i n the f i e l d . 

Q That would depend en t i r e l y on wb: t the offset wells were 

and a good many other factors, would i t not? 

A Yes, I believe i t i s almost impossible to make an exact 

analysis of the reserves under each v/ell i n the f i e l d and prorate 

accordingly. That would be fine i f i t were p r a c t i c a l , but I believje 

i t would be impractical to t r y and do that. 

0 I am a l i t t l e confused. How can you prevent drainage under 

your formula the wells located as they are i n the West Kutz, i f somje 

of the wells are given a double allowable? 

A Ey double allowable, I suppose you are re f e r r i n g to 320 

acre wells getting twice the allowable as a 160 acre v/ell, providing 

I t has the same d e l i v e r a b i l i t y . 

Q That i s r i g h t . 

A No, s i r , a l l other conditions being the same, i f i t has 

twice the area allocated to the w e l l , then i t ' s per acre withdrawal 

would be the same as the per acre withdrawal of the well on 160. 

C The noint I am making, Mr. Greer, i s that wells located on 
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660 location i s nowhere near the center of 320 acre units? 

A That I think i s not material. I f i t were material — 

Q (Interrupting) I assume that you believe the conditions being 

normal, the drainage i s r a d i a l , more or less radial drainage? 

MR. SMITH: I would l i k e to object to the question in that i t 

does not conform to the statute which s p e c i f i c a l l y provides fo r tak 

ing into consideration counter drainage. I think, Mr. Kellahin, 

question could certainly embrace that factor. 

MR. KELLAHIN: There has been no testimony about counter drain 

age i n here. 

MR. SMITH: I am ta l k i n g about the statute. 

MS. KELLAHIN: I am tal k i n g about the testimony. 

MR. SPURRIER: Objection overruled. 

A I believe I understand what you are t r y i n g to get at. I f 

the distance that a well should drain were limited to a radius equiv­

alent to 320 acres. For example, say that i s 1800 feet, then you 

feel i f there i s a greater distance than 100 feet for any one v/ell, 

particular radius of drainage, then i t could not drain i t ' s t r a c t , 

i s that what you are referring to? 

0 In eff e c t . 

A V/ell, s i r , wells w i l l actually drain more than 320 acres as 

we demonstrated here e a r l i e r t h i s morning. I think the Commission 

recognises the fact that any of i t ' s spacing orders, that i t i s not 

necessary fo r the well's drainage to be r e s t r i c t e d to that radius 

set up by spacing only. For instance, the Commission nearly always 

p;ives us a certain leeway i n locating a v/ell on a t r a c t . I f i t 

were, i f the production of gas and o i l were such that the wells woujld 

only drain that distance and no further, then I think the Commissiojn 
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would set spacing rules which would require an exact center loca­

t i o n on each well's t r a c t . That i s not the p e t i t i o n . 

0 You are assuming i n your answer that you have a uniform 

spacing pattern throughout the pool, are you not, with variation i i 

location of wells? 

A In our recommendation f o r an allocation formula we assumed 

that where a well i s assigned 160, that the 160 were productive anc 
is 

where a well/assigned 320, the 320 is productive. 

Q What i s the nay size of the assumption? 

A I f that v/ell*s area as compared to the t o t a l f i e l d area, ar 

that well's recoverable reserves as compared to the f i e l d s t o t a l 

reserves. 

Q Did you assume that before you d r i l l e d a v/ell? 

A I believe that i n a l l of our allocation formulas, that we 

go on the basis that the well i s d r i l l e d on the t r a c t . I don't 

believe the Commission ever assigns an allowable — 

Q (Interrupting) Mr. Greer, do you know of any pool that ha£ 

been d r i l l e d on a non — 

A I didn't understand your question. 

Q Do you know of any common source of supply developed on a 

uniform spacing pattern that exists i n the West Kutz Pool? 

A Yes, there are many f i e l d s developed l i k e that. 

Q Are there any in New Mexico? 

A Yes, s i r , the Fulcher Kutz has been developed on that 

uniform spacing. 

Q Been d r i l l e d on what? 

A D r i l l e d on the di f f e r e n t spacing pattern. That i s the next 

closest f i e l d . 

L 

d 
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Q To what extent has i t been developed on a non uniform 

pattern? 

A There are a number of wells d r i l l e d according to Commissior 

Regulation of 40 acres and subsequently a well has been d r i l l e d on 

a soacing order of 160. 

Q There is no 320? 

A Not i n that particular f i e l d . 

Cj Do you fe e l that those wells d r i l l e d on 40 acres should be 

penalized due to the fact that they complied with the regulations 

of the Commission at the time they were d r i l l e d , i n any way? 

A Well, s i r , we are getting out of the f i e l d we are ta l k i n g 

about now, but I do have a de f i n i t e opinion i n that respect, I 

question i f t h i s i s the place to put i t i n or not. 

MR. KELLAHIN: I won't press i t . That i s a l l we have. 

MR. SPURRIER: Anyone else? 

MR. STOCKMAR: T. P. Stockmar. Frontier Refining Company. 

CROSS-EXAMINATION 

By MR. STOCKMAR: 

Q I think you have stated the essentials of the following 

here that there i s a wide variation i n permeability throughout the 

f i e l d . That the d e l i v e r a b i l i t y and permeabilities with respect to 

any well are i n more or less a direct relationship? 

A No, s i r , I didn't state d i r e c t . There is a de f i n i t e re­

lationship, but not a direct relationship. 

0 I think you said a nearly direct relationship? 

A When I said nearly direct relationship, I think we were 

ta l k i n g about permeability and d e l i v e r a b i l i t y . 

Q That i s what I am ta l k i n g about. 
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I beg your pardon. 

Q In other words, the d e l i v e r a b i l i t y i s a measure of the permeab­

i l i t y ? 

A I t i s a function of i t . 

Q Function of i t ? A Yes. Nearly d i r e c t . 

r T think you also stated that the permeability i s a functior. 

or probably vice versa, the daily recovery of a particular well would 

be a function of the permeability of the sand penetrated by that 

well? 

A The productivity of the w e l l , yes, s i r . 

Q You also stated that the ultimate recovery from a particulaji 

well would also be a function of the Permeability? 

A V/ell, s i r , that would depend on how the well i s produced, 

whether i t i s ororated or allowed to produce unrestricted. 

Q Under proration, a well encountering sands of a low permeabj-

i l i t y would then have a low ultimate recovery? 

A There again i t depends on the proration formula, but the 

chances are that under the type we are recommending i t would have a 

lower recovery i n that event. 

Q I think either d i r e c t l y or by implication, you have said 

that the drainage of any particular w e l l , drainage area of any par­

t i c u l a r well i s also a function of the permeability? 

A No, s i r , I don't believe I said that. 

Q I gather the reverse then, that 'without respect to the per­

meabilities on a particular w e l l , the area of drainage would be 

the same? 

A Wells i n th i s f i e l d would drain a comparatively wide area 

as compared to the current spacing pattern, and the low product i v i tty 
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well would drain t h i s area just as a high productivity well would, 

only that i t might take longer. There again — 

C (Interrupting) The difference as you see i t then, is a 

measure of time? 

A Partly a measure of time. I would l i k e to point out — 

Q (Interrupting) In a given period of time, the well of 

low permeability w i l l not have the same effective drainage as the 

well of high permeability? 

A Since we are ta l k i n g about that, just a minute. Let me get 

some reasonable figur e . For the wells we are concerned w rith i n the 

West Kut? Field, we have the average d e l i v e r a b i l i t y on the order of 

fi v e m i l l i d a r c i e s — 

0 (Interrupting) D e l i v e r a b i l i t i e s , you say? 

A Average permeability of f i v e m i l l i d a r c i e s , I would judge i t 

would take something on the order of 60 days for the radius, the 

so-called radius of drainage f o r an average v/ell to reach i t ' s oute|r 

drainage area. 

0 You are ta l k i n g about the six wells that v/ere cored? 

A I am talk i n g about the average v/ell i n the f i e l d . 

Q You are basing your permeability averages on the six wells 

that were cored? 

A Yes, s i r , and i t i s a pretty good average. They were 

scattered over the f i e l d and they had average productivity and aver 

age net nay thickness comparable to the average v/ell i n the f i e l d . 

I believe i t is a pretty good f i e l d . 

0 Your answer to my o r i g i n a l aauestion then I gather, is that 

the difference In the period of time i s not material without respec|t 

to the variation i n permeability. You are only t a l k i n g about 60 
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days that Is not a material factor. 

A I just don't know what you mean now. 

Q I orofess I didn't know what you meant by your reply. My 

or i g i n a l question was that In a given period of time a well with 

low permeability v i l l not e f f e c t i v e l y drain the same area as a 

well with a high permeability? 

A Yes, s i r , that i s true, but as you say, I don't believe thajt 

i t i s material as far as production or recovery of gas from t h i s 

f i e l d i s concerned. 

Q I didn't say that. I think you said that. 

45 

V es. 

Q I t i s hard for me to understand here i f the permeability i s 

in somewhat of a direct relationship to d e l i v e r a b i l i t y . I f we are 

then t a l k i n g about d e l i v e r a b i l i t i e s of these respective wells, I 

can't auite come around to your conclusion that a well with a low 

d e l i v e r a b i l i t y i s going to have the same effective drainage as a 

v/ell with a high d e l i v e r a b i l i t y . 

A Do you mean that perhaps a well with a low d e l i v e r a b i l i t y v/jsuld 

not recover i t ' s share of the gas from the f i e l d during the time 

that the f i e l d i s produced, i s that what you mean? 

Q V/ell, i s that a f a i r statement? 

A Since the productivity of the v/ell is somewhat related to 

d e l i v e r a b i l i t y , a v/ell that has a low productivity v i l l have a com­

paratively lower reserve, and although i t produces at a lower rate, 

i t w i l l get i t ' s f a i r share of the gas providing of course that the: 

is a r e l a t i o n say ve choose an allocation formula that exactly f i t s 

that well's t r a c t i n the f i e l d . 

Q I wish you would c l a r i f y that formula, hov/ the deliverabiliijiy 
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of the well i s the direct measure of the reserves of the t r a c t on 

which the well i s . 

A I didn't say i t was a direct measure. I said there was a 

re l a t i o n between them. 

Q What is the relation? 

A The main fact has to do with the r e l a t i o n of permeability tio 

connate water content. With lower permeability we have higher connate 

water content, which leaves a smaller void space f o r the storage of 

gas. 

Q But there i s a wide variation i n permeabilities across any 

one section,there, I think you have indicated, or the probability of 

i t ? 

A There could be, and of course f o r the purpose of allocation 

Q (Interrupting) The productivity of a particular well i s 

not r e a l l y a measure of the permeability of the entire t r a c t on whi< 

i t i s d r i l l e d , but on the permeability of the sands i n the immediate 

v i c i n i t y of the w rell, i s i t not? 

A Yes, s i r , I agree with you. But for the purpose of alloca­

t i o n formula, I think i t would be very d i f f i c u l t for us to t r y to 

determine what the average d e l i v e r a b i l i t y of a t r a c t might have beeji 

i f we had the average sand characteristic of the whole t r a c t . I 

think i t i s almost necessary to use that particular well's actual 

productivity. The operator d r i l l e d i t i n a poor part of the t r a c t , 

why i t i s just unfortunate. 

Q But that somewhat minimizes your statement that i t i s a 

dir e c t , or some measure of reserves under that tract? 

A I t i s true i f the particular spot where the well was d r i l l e d 

is not exactly, does not have exactly average sand conditions for t 

ch 

e 

ie 

ADA DEARNLEY a ASSOCIATES 
S T E N O T Y P E R E P O R T E R S 

ROOM 108-106-107 E L C O R T E Z B L D G . 
P H O N E S 7 - 9 8 4 8 AND 8 - 9 8 4 8 
A L B U Q U E R Q U E . NEW M E X I C O 



47 
entire t r a c t , the wel l does not represent the reserves under the 

entire t r a c t . 

Q You have stated on a 160 acre tract? 

A I would l i k e to add to that. 

MR. SPURRIER: Pardon? 

A I would l i k e to add to that. That i s one of the reasons 

why we include the 25% factor based on acreage, because a well migh 

not be d r i l l e d to the spot that i s actually representative of i t ' s 

entire t r a c t , and by adding acreage i n as another factor i n the 

allocation formula, we tend to equalize that sort of thing which 

might u n f a i r l y treat some of the wells. 

MR. SPURRIER: We w i l l recess u n t i l 1:15. 

(Whereupon, the hearing was recessed u n t i l 1:15 p.m.) 

t 
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AFTERNOON SESSION 

July 14, 1954 

MR. SPURRIER: Proceed, Mr. Stockraar. 

A L B E R T G R E E R 

CROSS EXAMINATION 

(Continued) 

By: MR. STOCKMAR: 

Q I am interested in these interference tests that you have 

spelled out here. As I recall your testimony with respect to 

Test No. 5, the wells which are listed on the upper diagram or 

graphically shown in the other diagrams are the shut-in wells? 

A That is correct. They were shut-in. 

Q I think you also testified that those wells were shut-in 

for approximately one year after the time when the producing well 

that you testified caused the pressure drop herewith placed on 

production? 

A I believe that i s approximately right. They were drilled 

and completed and shut-in and tested about a year— 

Q (Interrupting) After the wells which you say, caused the 

pressure drop were put on the production? 

A Yes, i t is a year to a year and a half. 

Q I think you also indicated that the original reservoir 

pressure in that area was approximately 468 as maximum, something 

like that, didnft you? 

A Yes, sir, that i s about right. 

Q I t is difficulty to read the chart from here but we find 

that after a year to a year and ahalf, the best of those wells, 
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when shut-in reached a pressure of 463 and a half, one, 463 and 

one, 462 and a half, then you say that production for the two ac 

two and a half months of the test caused a significant pressure 

drop. How do you account for the absence of any noticable pressurje 

drop over the period of a year to a year and a half? 

A I think i f we project the drop in pressure which these 

tests reflect back over the previous months that i t w i l l show a 

reasonable time element for which the pressure drop was caused. 

I might point out that i t was not just the production during 

the time of the test that caused that pressure drop. I am sure 

that there was part of the gas which was produced, say a year 

earlier and caused a low pressure area around the wells which the 

gas was taken from, started gas migrating toward those wells. Evê i 

i f we shut i n the producing wells during the time of this test, 

there would be a tendency for pressure equalization so that the 

gas would be flowing toward the wells on the boundary of the area, 

although they were shut-in and that a pressure drop would continue 

to occur in the test wells due to this pressure equalization, so 

we can't say that the pressure drop was caused from production during 

the time of the test. But i t definitely was caused by production 

from the period of a year and a half prior to the time that the 

test started. 

Q That i s partially academic but those wells were actually 

producing. Either way you are saying that a pressure di f f e r e n t i a l 

w i l l ultimately be reflected throughout the entire reservoir, aren't 

you? 

A That i s correct. 

Q You held that particular test out as the most significant 

A D A D E A R N L E Y & A S S O C I A T E S 
STENOTYPE REPORTERS 

ROOM 105-106-107 EL CORTEZ B L D G . 
PHONES 7 - 9 6 4 S A N D 3 - 9 5 4 6 
A L B U Q U E R Q U E . NEW MEXICO 



50 

test that you have ever seen published? 

A One of the most. 

Q Is that rather modest pressure decline an indication of 

a serious drainage? 

A I pointed out earlier that the modest pressure decline, 

as you refer to i t , i s due to the fact that the tests were conductied 

early in the l i f e of the f i e l d and there was a comparatively small 

pressure drop throughout the f i e l d . Even though the f i e l d was 

young with production of only a year or year and a half, the pres­

sure drop was nevertheless reflected. 

Q Early i n the l i f e of the f i e l d when the pressures are the 

highest, would you not expect the most significant equalization 

of pressures when the pressure differentials are at the greatest? 

A I believe the pressure equalization w i l l vary approximately 

as the square root of the pressure, the time of pressure equalization, 

Q Well, as the overall f i e l d pressures reduce as time agoes 

on here, would you not expect the slope of that pressure decline 

i f you do another interference test to be substantially more level)? 

A Possibly i t would be a l i t t l e more level for the same 

amount of production. 

Q Following that one step further then, as the pressure, as 

the general reservoir pressure does decline, you w i l l have less 

significant drainage factor for any particular well, w i l l you not? 

A No, s i r , i t just takes a l i t t l e longer for the pressures 

to equalize. 

Q We are back to time again. Did you take a position with 

respect to the effect of one well d r i l l e d i n this f i e l d , assuming 

as we probably have to here that i t i s a connected reservoir, would 
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that, trhen in time drain the entire field? 

A Yes, s i r , one well could probably drain a l l of the, or mos 

of the recoverable reserves in any one common source of supply. 

Q Then, your testimony with respect to the, and youropinion 

with respect to the drainage pattern which any well might establisja, 

really has some element of time in i t when you specify so many 

acres or radius of so many feet? 

A Yes, s i r , I believe I said earlier that under conditions 

of wide open flow that i t would take longer for a well on 320 acrels 

to produce i t s reserves than i t would a well on 160 acres, but under 

the conditions of proration and depending upon the amount of re­

stricted production and under a proper allocation formula we could 

have depletion of tracts d r i l l e d on 160 acres at the same rate as 

depletion of tracts d r i l l e d on 320 acres. I t depends on your 

allocation formula. 

Q Getting back to this efficient spacing. That is quite a 

problem we a l l recognize. In the last analysis, i s i t an economic 

problem i f one well would drain the entire f i e l d given enough time, 

Aren't you measuring time against money? 

A Yes, s i r , that is,very definitely has to be considered. 

Q Isn't that decision— 

A (Interrupting) I would l i k e to point out, I would not re­

commend that the f i e l d be produced with one well. 

Q Pardon? 

A I would not recommend that the f i e l d be produced with just 

one well. 

Q The point i s , you want to see the production sometime withjin 

a reasonable time, do you not? 
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A That i s true. 

Q That decision, that economic decision really i s made by 

the independent operators and one of the factors which they take 

into account, is the permeabilities as they find them i n their own 

wells, is i t not? 

A That i s true. 

Q Or i n a particular area, i f they should find an area of 

low permeabilities, whether reflected by core analysis or low i n i t i a l 

potential, would i t be sound for them to determine that their well 

should be d r i l l e d on a closer spacing than some other area where 

the potentials are higher and the permeabilities better? 

A Well, s i r , I don't believe in this f i e l d there i s any area 

large enough to warrant i t s being considered as a separate f i e l d . 

The permeability varies through the f i e l d and from well to well 

but I don't think we could pick out any part of the f i e l d and— 

Q (Interrupting) You said that deliverability or some functibn 

of permeability, have you examined the deliverability, the relative 

deliverabilities of a l l the wells in the field? 

A Have I done what? 

Q Have you investigated the relative deliverabilities of a l l 

the wells in the field? 

A Well, yes, I have reviewed their productivities. We don't 

have deliverability tests this year on a l l of them. 

Q For 1953 or 1954? 

A For 1954. 

Q From your examination of those, did you discover some 

average deliverability for the field? 

A I am sure there i s an average, I hadn't calculated i t . 
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Q Were you able to form any conclusions as to whether the 

deliverabilities in the areas generally blocked out as the 320 

spacing were higher than the average of the f i e l d or not? 

A I imagine the deliverabilities there are higher. 

Q By inference then, the deliverabilities in the area coverejd 

by the 160 spacing are lower? 

A I t i s possible. I am not certain What the average would 

be, but i t i s possible, yes. I would like to point out though, th^.t 

one of the reasons for the lower deliverabilities in the 160 acre 

spaced area i s , because they have depleted their tracts at a faste^ 

rate than the wells d r i l l e d on 320 acres and thereby have a lower 

pressure and as a result have a lower deliverability. So, that 

i s one of the reasons why the wells on 160 acres can have a lower 

deliverability than the others. 

Q You say deliverability and permeability are related and 

permeability and, or rather daily production are related. The well 

with the low permeability then shouldft produce i t s reserves as you 

spell i t out at a faster percentage, should i t ? 

A You are speaking in terms of i t s reserves? 

Q Pardon? 

A You are speaking in terms of reserves when you say percentage? 

Q I am speaking i n what you c a l l the measure of reserves, I 

think that the records of the Commission w i l l show that some of 

the higher deliverability wells have produced more gas per acre 

than some of the lower deliverability wells even though they are 

brought on the line much later. 

MR. SMITH: I would like to ask i f Counsel i s testifying 

or asking a question. 
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MR. STOCKMAR: Some of eacho 

MR. SMITH: I f he i s going to t e s t i f y , I would lik e to 

suggest that he be put under oath. 

MR. STOCKMAR: I t wouldn't change the testimony. I w i l l 

stop testifying. 

Q On the basis of your agreement with me that the average 

deliverability in the 320 spacing area i s higher, any use of the 

deliverability factor i n the formula you propose w i l l benefit the 

320 spacing area to a greater extent than i t would benefit the 160 

spacing area, w i l l i t not? 

A Not necessarily. I believe that the 320 spaced area has 

higher reserves than the 160 spaced area per acre. I t i s therefor 

entitled to higher per acre allowableo 

Q Maybe you can. t e l l me how you arrived at 75 - 25 as a f a i r 

division? 

A We have shown that there i s a relation between deliverabil 

and reserves. 

Q A what, a relation? 

A There i s a relation, yes, s i r . In some cases and in com­

paring some wells, i t could be a direct proportion. In some cases 

in comparing other wells, i t may be that for twofold increase in 

deliverability there may be only a 20 percent increase in reserves 

There is absolutely no formula that could be applied to the f i e l d 

which would exactly allow each well to produce i t s recoverable re­

serves. The formula we recommend, I believe, i s a practical one 

and to the best of my knowledge and from my experience in the f i e l 

I believe that the formula we recommend w i l l give each operator 

his f a i r share of the gas as clos£ as i t can be, practicably be d 

s 

-ty 

J 

Cine. 

A D A D E A R N L E Y & A S S O C I A T E S 
S T E N O T Y P E R E P O R T E R . 

ROOM 108-106-107 EL CORTEZ B L D G . 
PHONES 7 - 9 6 4 3 A N D 8 - 9 9 4 6 
A L B U Q U E R Q U E , NEW MEXICO 



6 
i _ 5 5 

Q You feel i t i s a matter of reaching an approximate justice 

here? 

A I believe i t i s as close as anybody can work out, 

Q Why i s i t not a better approach, 50 - 50 arrangement? 

A I don't believe 50-50 gives enough credit to deliverability. 

Q That is your opinion based on these imponderable factors 

that we can't really assess at this time? 

A I t i s my opinion, based upon my study of the f i e l d , yes, sf.r. 

Q Getting back to this drainage of the f i e l d , you stated be­

fore lunch that without respect to time, the drainage area of any 

well, high deliverability or low deliverability ought to be the 

same again without respect to time? 

A Yes, s i r , any one well in that common source of supply cou}.d 

eventually effect the entire reservoir. 

Q Interjecting the time factor, a low deliverability well wiij.1 

not produce as much gas in the given period of time as a high de­

l i v e r a b i l i t y well? 

A That is correct. 

Q You stated with respect to your interference tests that 

those test wells drained singular patterns of from five thousand 

feet to a conservative 1920 feet, as demonstrated by the test as 

you analyzed i t ? 

A That is correct. 

Q Then, assuming that we have 320 acre spacing here, i f we 

have two wells of substantially different deliverabilities offsetting 

each other, the high deliverability well would drain the lands under 

the low deliverability well, would i t not in a given period of time? 

A Well, i t just depends. I f the reserves under the respective 
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tracts are approximately or bear approximately the same relation 

to the t o t a l reserves in the f i e l d as their respective allocation 

formulas bear to the t o t a l , then one well w i l l not drain the 

other because this just produces i t s own gas and although i t pro­

duces a higher r a t e — 

Q (Interrupting)On your own statement, each well would be 

draining the same area actually, wouldn't i t ? Each well would 

drain the whole f i e l d i f you l e t i t alone? 

A I f you have a proper allocation formula each well w i l l jusjt 

about drain i t s respective tract. 

Q In fact, you have some arrangement for compensating for 

any dif f e r e n t i a l in drainage? 

You have two wells on adjoining tracts, different deliver j-

a b i l i t i e s , both draining the same area at the same time, the high 

deliverability well i s going to produce more gas in the same pericjd 

of time than the low deliverability well and producing from the 

same lands, so you do have significant drainage between wells of 

that nature? 

A Not necessarily. I f the wells reserves are somewhat in prjo< 

portion to their productivities and there are some other factors 
'e»v 

such as 25 percent acreage taken into account i n the allocating 

formula, i t Is just possible that each well would percentage wise 

produce i t s own reserves each month and there would be no cross 

drainage, there would be no diff e r e n t i a l in pressure. 

Q Your statement then, that this formula you propose i s 

one which w i l l with approximate justice protect correlative rights 

here in the f i n a l analysis comes down to your opinion that deliveif-

a b i l i t y i s a measure of reserves? 
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A I said that deliverability related to reserves. 
the 

Q The whole basis of your holding JSarXAi/ formula i s based 

on that being an accurate representation of the reserves i n this 

field? 

A No, s i r , i t i s based partly on the premise that the re­

serves are also related to the acreage under a well. We are sug­

gesting that 25 percent of the gas be allocated on the basis of 

acreage alone. So, we do not consider deliverability, we also 

considered acreage. 

Q You would have to remove deliverability entirely to per­

mit equivalent production from l60»s and 320»s? 

A I don't believe I understand your question. 

Q Leaving only the acreage factor in the formula, assuming 

equal deliversftilitn*yi,you would then have a perfectly f a i r scheme, 

would you not? 

A You mean— 

Q (Interrupting) 320 acres gets twice as much as the fellow 

with the 160 acre reserve? 

A I definitely feel that a l l other factors being the same 

such as deliverability, one well that has a deliverability of a 

million feet on a 160 acres and one well with a deliverability of 

one million feet per day on 320 acres, the well with the 320 acres 

should get twice the allowable of the well on t he 160 acres because 

a l l other factors being the same, i t has twice as much reserves 

and i s entitled to twice as much allowable. 

/ - • 
Q Getting back to your picture, however, though that the 

acreage in the present 320 spacing unit has substantially higher 

deliverability average than the area in the 160, I am running into 
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the dilemma here of finding where we have the equivalent deliver­

a b i l i t i e s throughout the f i e l d , you ought to be on a straight acreage 

basis, on your theory. You say that isn't so, so we w i l l have to 

add in some element of deliverability. We find that your area has 

a significantly better deliverability average than ours, does, so 

by adding any part of i t in our respective position i s being made 

worse instead of better than i t would be on a straight acreage 

basis? 

A Well, you aggravated that particular situation by d r i l l i n g 

your wells too close together and dropping the reservoir pressure 

too fast. Therefore you don't have the deliverabilities that you 

would otherwise have. 

Q We are back to the proposition there, our particular area 

the Frontier had relatively low i n i t i a l potentials, having gotteiji 

into play—may I te s t i f y a l i t t l e b i t more— 

MR. SMITH: Swear him. 

Q Did you previously respond yes to my question that in areai 

of low permeability that bringing the economic factor into the pic­

ture as closer spacing might be perfectly appropriate? 

A No, s i r , I don't believe I said that. 

Q Will you say i t ? 

A No, s i r . 

Q To make a venture r e a l i s t i c , a party investing his money hajs 

to have a pay out within a reasonable period of time? 

A That i s true. 

Q What do you consider a reasonable pay out period for a well 

of that nature? 

A Well, we would lik e for them to pay out in two or three years 
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but, of course, sometimes i t takes longer, 

Q What is your— 

A (Interrupting) Once thqr get past six or seven years, we ar)e 

very reluctant to d r i l l additional wells. 

Q After six or seven years— 

A (Interrupting) In other words— 

Q (Interrupting) You are just trading dollars? 

A In other words, i f we think i t i s going to take six or 

seven years for a well to pay out, we certainly don't, we probably 

wouldn't d r i l l i t . 

Q You would probably d r i l l somewhere else? 

A We would probably d r i l l somewhere else. 

Q You are now asking us to divide our return by 50 percent 

and approximately extend by twice the pay out time which we now ar^ 

facing? 

MR. SMITH: I don't believe there i s any testimony in the 

record to predicate his question. 
j 

MR. SPURRIER: I don't either, i f you want to cross examin^ 

the witness, you cross examine the witness. I f you want somebody 

to t e s t i f y , get a witness that you can swear. 

MR. STOCKMAR: I really meant to frame that question j— 

MR. SPURRIER: I am sure you meant to a l l along but you 

sure haven't done that. 

MR. STOCKMAR: I realize that. 

Q Do you think i t i s f a i r , Mr. Greer, to approximately double; 

the pay out period of some of the wells d r i l l e d on 160 acre spacing? 

A You increase your pay out period when you go from 320 acres; 

to 160 acres a l l other factors being the same because you deplete 
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the reservoir faster, the pressure drops off faster and your pro­

duction rate drops off faster and the reason your 160 acre wells 

now have such low productivities i s because you d r i l l e d them too 

close together and at the time that you d r i l l e d your wells, your 

company was advised about how the pressures would drop off and the 

production would drop off by d r i l l i n g them too close together. 

Q Mr. Greer, I want to ask you a few more questions here, 

i f I may? 

A I would l i k e to add i f you are concerned about your pay 

out time that shouldhave been considered at the time that I told 

your people that the pay out time would be longer when you d r i l l e d 

the wells too close together. 

MR. STOCKMAR: That i s a l l , Mr. Greer. 

MR. SPURRIER: Mr. Howell. 

MR. HOWELL: Ben Howell representing El Paso Natural Gas 

Company. 

By: MR. HOWELL: 

Q Mr. Greer, did I understand you correctly in recommendatioji 

of a minimum allowable of 100,000 cubic feet? 

A Yes, s i r , we recommend a minimum allowable of 100,000 cubi 

feet per well per day. 

Q Suppose that a well i s not able to make that minimum? 

A We were concerned about that particular feature and we pref 

pared some suggested rules in which we identify a marginal well 

because we realized that we can not ask for an allowable which a 

well could not physically make. We realize unless the minimum a l ­

lowable on a marginal well i s properly defined that i t could put 

an undue obligation upon the pipeline company to t r y to take gas 
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from a f i e l d which i t i s physically impossible to do and we definitely 

do not have that in mind. 

Q You would not advocate then giving any well an allowable cf 

more than the well can produce, would you? 

A That i s true and in order to define that we have suggested 

as a starting point i n defining this deliverability that we use 

to determine a minimum well or marginal well, not the individual 

wells shut-in pressure, such as is used in the deliverability test 

but use a pressure which i s equal to one half of the f i e l d average 

shut-in pressure. That might best be explained by an example: 

supposing that the f i e l d average pressure i s 500 pounds, then half 

of that i s 250 pounds and a well which could produce a hundred 

thousand feet a day at the 250 pounds or less, could produce one 

hundred thousand or less at the 250 pounds, would be a marginal 

well and then i t would be allowed to produce one hundred thousand 

feet a day or whatever amount i t would produce at that one half 

of the f i e l d average shut-in pressure. 

Q Well, I think you have answered the question. You are 

not advocating the grantings of allowable i n excess of the wells 

a b i l i t y to produce in any instance, are you? 

A That i s true, we would certainly not expect the pipeline 

company to i n s t a l l individual compressors to take gas that couldn* 

produce, say, against half the f i e l d shut-in pressure, 

MR. HOWELL: That i s a l l . 

MR. SPURRIER: Mr. Wiederkehr. 

MR. WIEDERKEHR: Mr. Wiederkehr, Southern Union. 

By: MR. WIEDERKEHR: 

Q Mr. Greer, I am somewhat interested in the method you arrijved 
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at to determine your 75 - 25 allocation formula. I believe, in 

your graphs up here, f i r s t , l e t me ask you, what do you consider 

the average permeability i n the West Kutz Field to be from the 

core analysis which you have taken which are representative, as 

you say of the wells in the field? 

A I believe the average i s on the order of five or six m i l l i j -

darcies. Definitely, I believe i s between two and ten. 

Q Between two and ten. Assuming then that i t i s say, five 

millidarcies, your net effective pore space then, from your graph 

would be around nine and a half percent, would i t not? 

A That i s correct, for an average. 

Q Your maximum permeability in the f i e l d i s what? 

A I don't recall what maximum permeabilities were but i t 

appears to me that we had some permeabilities on the order of 60 

and 70 millidarcies but there were not a lo t of them. 

Q What would you say or rather than say the uttermost, but 

say something that could be considered average in your upper level|, 

In other words, what I am getting at, do you find many wells with 

a permeability of i n excess of 20 millidarcies? 

A I think probably an upper level for an entire well, I mean 

average for the entire pay section of the well probably would not 

exceed oh, 30 millidarcies. 

Q At 30 millidarcies, your net effective pore space then, 

I believe would be about 16 percent? 

A That i s correct. 

Q So, actually, then, when you go from 5 to 30, you have i n ­

creased your permeability and therefore in part, your deliverability 

in a ratio of about 601 and at the same time you have increased 
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your net effective pore space which we shall c a l l reserve on a 

ratio of about two to one? 

A That is correct. 

Q That would seem to indicate using that c r i t e r i a alone, 

that may be your allocation formula should be reversed and be, saj 

60 percent acreage or 66 percent acreage and 33 percent deliver­

a b i l i t y , wouldn't i t ? 

A I f a l l the wells were within, just that particular range 

i t could be. 

Q Yes. Now, you do have some other factors that enter into 

reserves which we don't consider when we use permeability alone 

and that might be the variations in sand thickness throughout the 

field? 

A That is true. 

Q You have done considerable work in the f i e l d , what would 

you consider to be the maximum productive sand? 

A Around 60 feet, I believe, i s about the most we have had, 

of what I would consider effective producing sand. 

Q Now, you have set a l i m i t of a minimum l i m i t of 100 MCF 

per day. From your experience, how much net sand would i t take tc 

give a 100 MCF a day deliverability, would you venture a guess on 

that? 

A Of course, there again i t depends on the permeability. 

Q Yes. 

A I don't have the figures in front of me now, but I believe * 

we have some wells with around 15 feet of sand that probably have 

around 100,000 deliverability. 

Q I was going to use something in that neighborhood. Say, 
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we used 15 feet of sand then, your relationship between your sand, 

minimum and your maximum in so far as your allowables are concerns 

would be in the v i c i n i t y of four to one? 

A I believe that is a good rati o , four to one. 

Q That would indicate then, that using sand alone that your 

formula was exactly correct then, of 75 deliverability and 25 per­

cent acreage then? 

A Yes, I believe i t would. 

Q So, i f we use one factor alone we get 75 percent deliver­

a b i l i t y and 25 percent acreage and turned around and use the other 

factor, we get somewhere around 33 percent one way and about 66 

percent the other way. So, i f we average those out assuming they 

both have equal weight, I wonder why we don't come up with an 

allocation formula of approximately 50 - 50? 

A I don't make the same assumption, you do, that they have 

equal weight? 

Q You don't? 

A No, i t has been my experience that the well that has, say, 

the 15 feet of sand i s on the edge of the f i e l d and i t also has 

a lower permeability and as such— 

Q Has a lower n e t — 

A (Interrupting)Has a higher connate water and higher effect 

of pore spacing so that i t could be eight to one in difference in 

reserve for edge wells compared to center of the f i e l d wells. 

Q I wanted that brought out. I am not arguing with you. On 

other question that has been brought up here i s the effect of drai 

age between wells completed on 160 acre spacing and wells complete 

on 320 acre spacing. I think we have come to the conclusion that i 

d 

i i -

(l 

A D A D E A R N L E Y & A S S O C I A T E 5 
STENOTYPE REPORTERS 

ROOM 1 0 3 - I 0 6 - 1 0 7 EU CORTEZ B L D G . 
PHONES 7 - 9 8 4 3 A N D 3 - 9 3 4 6 
A L B U Q U E R Q U E . NEW MEXICO 



16-
65 

« 

they had the same deliverability then there would be no drainage, 

probably be no drainage involved? 

A You mean i f we give the 320 wells twice the allowable? 

Q Twice,.the allowable, right? 

A Yes, then the chances are there would be no drainage be­

tween tracts. 

Q But, i f they didn't have the same deliverability that woul 

mean that, well, let's assume that the smaller tract had a lower 

d e l i v e r a b i l i t y — 

A (Interrupting) Okay. 

Q (Continuing)—and assuming the small tract had a lower de­

l i v e r a b i l i t y with the same reserve then, they would be draining, 

wouldn't they? 

A I f that existed, of course, there would be0 Of course, i t 

i s my thought that ordinarily with the lower deliverability there 

i s a lower reserve. 

Q You just beat me to i t . So, then, you think then that due 

to the fact that the lower deliverability i s also an indication 

of lower reserve that there would be no appreciable drainage evsi 

though the 320 acre well had twice the allowable of the 160 acre 

well? 

A That is correct. 

MR. SPURRIER: We w i l l take a short recess. 

(RECESS) 

MR. SPURRIER: Anyone have a question of Mr. Greer? 

RE-DIRECT-EXAMINATION 

By: MR. SMITH: 

Q How many wells in the f i e l d at present have been developed 

1 

L 
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on 320 spacing? 

A 83 wells. 

Q How many wells have been developed on 160 spacing? 

A 83 wells. 

Q In the event, the Commission should see f i t to enter a pro­

ration order setting up a proration unit of 160 acres, would the 

operator who has developed on 320 acres be required, in order to 

protect his interests to offset to 160 acre density? 

A In order to get his f a i r share of the gas out of the re­

servoir at the same rate, he would have to d r i l l , there would have 

to be 83 additional wells d r i l l e d . 

Q In other words, the area that has been developed on 160 

acre spacing pattern would have a b i l i t y to drain gas from 320 acre 

area over the ultimate l i f e of the field? Well, what I am getting 

at, in order to protect the interest of the operators that developed 

on 320 acre spacing, he would of necessity have to d r i l l additionajl 

wells, isn't that correct? A Yes, s i r . 

Q I believe you te s t i f i e d that the wells out there cost 

approximately $20,000.00? 

A That i s correct, I think I said 19. 

Q 19 to 20 thousand. I f the proration order i s entered 160 

acre basis, i t would probably require or could require the other 

operators in the f i e l d , that i s the ones who have developed on 

320 acre spacing to spend a $1,600,000 or a $1,500,000 in additional 

capital to protect their interest? 

A That i s correct, about a $1,500,000. 

Q Would you consider that those additional wells are necessa|ry 

in order to adequately get a l l the gas in this reservoir? 
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A Oh, no, s i r . They are definitely not needed. 

Q Under this order that you are proposing or being proposed 

by Stanolind and Benson and Montin, the privilege i s granted to thie 

operators, i f they see f i t to continue to produce the wells on 160 

or d r i l l additional wells oh the 160 spacing, isn't that correct? 

A That i s correct. 

Q I f an operator i s not satisfied with the deliverability 

of a well in a particular location and tMak.she wants to move over 

on 160, he can improve his l o t in that manner, can't he? 

A That i s correct. 

Q Well, I believe that you are recommending that the minimum 

allowable be assigned on a per well basis and not by proration 

units? 

A That i s correct. I believe the minimum allowable should 

be on the basis of per well. 

Q Thus, the operator who has d r i l l e d 160 acres would be as­

sured of a pay out in the event that he should d r i l l the additional!, 

well? 

A That i s correct. 

MR. SMITH: We would l i k e , at this time, to offer our Ex­

hib i t 3 and 4, which were not formerly offered in evidence. 

MR. SPURRIER: Without objection, they w i l l be admitted. 

MR. SMITH: No further questions. 

MR. SPURRIER: Anyone else have a question of Mr. Greer, 

Mr. Kellahin. 

RE-CROSS EXAMINATION 

By: MR. KELLAHIN: 

Q I have just one question, Mr. Greer, as I understood on r e l 
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direct, you said i f the unit were set at 160 acres, your company 

would be required to d r i l l 83 additional wells, how do you arrive 

at that? 

MR. SMITH: I would lik e to object to that. I t was not his 

testimony. The Counsel shouldn't attempt to mislead the witness. 

MR. KELLAHIN: I didn't intend to. I t was my understanding 

that the answer— 

MR. SMITH: Let the record speak for i t s e l f . I s t i l l say 

that wasn't his testimony. 

Q As I understood your testimony, correct me i f I am wrong, 

in the event the prorationing units were set at 160 acres, I under 

stood you to say in order to protect the interest of the operators 

d r i l l i n g on 320 acres, i t would require the d r i l l i n g of 83 additio 

wells at a cost of approximately one and a half million dollars, 

is that correct? 

A We arrive at that by this manner. I f 320 acre wells are 

not allowed, ths re, 320 acres in an allocation formula ;then, the 

160 acre wells under conditions of proration would drain gas from 

the 320 acre spaced areas. That being the case, the only recourse 

an operator would have to prevent drainage from his lands would 

be to develop the land on 160 acre spacing and to develop the en­

t i r e f i e l d to a density of 160 acres, would require the d r i l l i n g 

of 83 additional wells, or the ̂ expenditure of a million and a half 

dollars, in order to protect correlative rights i n the f i e l d . 

Q Mr. Greer, you te s t i f i e d in Case 377, did you not? 

A les, I did. 

Q Did you not t e s t i f y at that time that such drainage would 

not occur? 

nal 
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A I te s t i f i e d at that time that drainage would not occur frcm 

t|ie-Gallegos-Canyon unit to the denser spaced area due to the d r i l l i n g 

of a buffer zone of wells on 160 acres. This was under conditions!, 

in which there was no proration and a l l the wells would then be 

produced against the comparatively same line pressure and under thlose 

conditions a buffer zone of two rows of wells w i l l prevent drainage 

from one area to another. I t w i l l not prevent drainage from one 

offset well to another. But, under the conditions at which we wers 

discussing i t at that time, which are conditions of production of 

wells into the same line pressure unrestricted,then, a buffer zone 

of two rows of wells w i l l prevent drainage from one area such as 

he Gallegos Canyon Unit into another area. I f there i s proration 

such that the wells are not permitted to have an allowable con­

sistent with their acreage then,, the wells on Tc^^cre^paj^^ 

^tajce__the gas out faster than the wells on 320 aj;rj3^spacing 

^E^^i-^-^^JE o s s i^^ e r o o m ^ o r compen^tion^for the 320 a,cre wells_ 

ever to catch up because they w i l l be restricted below their capacity 

to produce andThey w i l l not then havethe f a i r chance that a buffej" 

zone would provide. 

Q Well, the buffer zone, as you defined i t , would s t i l l exist 

would i t not? 

A Yes, s i r , but i t wouldJ^e^-ojL-SS-fifffifitiVR .a^L^^r^con-

ditions where the wells produce^against t h ^ same line pressure. 

Q But i t would serve as a buffer? 

A I t would, partially protect a large area. 

RE-DIRECT EXAMINATION 

By; MR. SMITH; 

Q You te s t i f i e d only with respect to Gallegos Canyon Unit in 
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in 

the North West part of the f i e l d . You did not t e s t i f y with respec 

to the Southeastern part of the f i e l d . I w i l l ask you i f there i s 

any such buffer zone existing in the Southeastern part of the f i e ] 

A I think the area of 160 spacing, where i t joins wells of 

320 i s one where there i s not a unit and there could not be con­

sidered a buffer zone there because there is a difference in the 

property rights and property ownership that we do not have in the 

north part of the f i e l d . Even though we were partially protected 

the Gallegos ; Canyon area, the operators in the south end of the 

f i e l d would not be protected. 

Q In order to cla r i f y this business of partial .protection 

from the buffer zone as I interpret your testimony, i t i s that the 

gas from the north west part of the f i e l d and from the south east 

part of the f i e l d , would pass tijrough the buffer zone on i t s way 

to the area which. - had been developed on 160 acre spacing, am 

I correct in my interpretation? 

A That i s correct, that i s what would happen. 

MR. SMITH: That i s a l l . 

RE-CROSS EXAMINATION 

By: MR. KELLAHIN: 

Q Actually, Mr. Greer, you could expand your buffer zones 

with the d r i l l i n g of a few additional wells without the necessity 

of d r i l l i n g 83 more wells, could you not? 

A We might pretty well protect the owners in the Gallegos 

Canyon area without d r i l l i n g the entire area of 260 areas, the 

people i n the south part of the f i e l d though have no such benefit 

of a unit that we have in the north part. 

By: MR. MACEY: 

b 

d? 
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~24~ I Q I f this Commission were to adopt your proposed formula, 

let's assume that there i s an operator in the f i e l d that has d r i l l e d 

his wells on 160 acre spacing and for the purpose of this example, 

he has two wells on the same basic lease adjacent to each other 

within the same north half of the section, one of the wells i s 

a good well from the deliverability standpoint, the other well i s 

a well that w i l l deliver a 150,000 cubic feet a day. Wouldn't i t 

be to his advantage to plug the small well and dedicate the 320 

acres to the big well? 

A I believe that would depend on the extent of proration. l(f 

the market were so greatly reduced that each well's allowable would 

be small enough that an operator would then benefit i n such manner 

as you just pointed out, then, he could get a higher allowable fro|n 

just one well on 320 acres as he could from the two wells on 160 

acres. I don't believe that would result in reduced recovery be­

cause the well on 320 acres probably would drain the entire tract 

just as ef f i c i e n t l y as the two wells would have drained i t . 

Q Did I understand you to say, under a reduced market con­

dition., that that would be aggravated? You are sure i t isn't the 

opposite? 
m 

A Well, i f the market is so increased that each well can't 

make i t s allowable and each well then produced at close to capacity 

then, he would get more gas from the two wells because each well 

would be producing at capacity. 

Q Do you have any idea what the t o t a l capacity of the f i e l d 

i s now? 

A I believe last winter that i t was producing on the order o: 

40 million feet a day. 
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Q I t was producing at more or less capacity at that time? 

A I believe so. 

MR. MACEY: That is a l l I have. 

MR. SPURRIER: Anyone else? 

_ RE-DIRECT EXAMINATION 

By:.MR. SMITH: 

Q With reference to the question Mr. Macey asked you,that 

condition would be available to a l l the operators in the f i e l d i f 

they wanted to improve their deliverability by plugging a commercijal 

well, would i t not? 

A Yes, sir, 

Q And a person having d r i l l e d one and ultimately made his 

investment in that particular well, would be unfair or unfair 

practice on his part to act in that particular manner? 

A No, s i r , I think not. The other well was an unnecessary 

well in the f i r s t place, 

Q The same proposition would apply i f the man had a weak 

well, low deliverability well on 160 and wanted to run the calculated 

risk of d r i l l i n g on the other 160 acres i n order to get a better 

well? 

A Yes, s i r . 

Q Do you think that a man that would spend his money on that 

risk would be entitled to that benefit? 

A Yes, s i r . 

MR. SMITH: That is a l l . 

MR. SPURRIER: I f no further questions, the witness may 

be excused. 

(Witness excused.) 
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MR. TOWNSEND: We have just one other witness who w i l l pre 

sent the rules. 

R O B E R T G. H I L T Z 

the witness, having been f i r s t duly sworn, t e s t i f i e d as follows: 

DIRECT EXAMINATION 

By: MR. TOWNSEND: 

Q Will you state your name to the Commission, please? 

A Robert G. Hiltz . 

Q By whom are you employed? 

A Stanolind Oil and GasoCompany. 

Q Have you previously t e s t i f i e d before the Commission? 

A les, I have. 

Q As an expert witness? A Yes. 

Q Have you heard the testimony of Mr. Greer in this case con| 

cerning the propos ed rules for prorationing in this field? 

A Yes, I have. 

Q Are you substantially in agreement with a l l of the testimoijiy 

which he has given? 

A Yes, I have had an opportunity to review his data and I am 

in agreement with his conclusions. 
you 

Q Based upon that,have./ caused to be prepared a set of pro­

posed rules for the West-Kutz Field? 

A Yes, I have prepared such a set of rules embodying the principles 

that he recommended. 

Q Let's run through those rules, just a minutes so that we 

can, so that the audience can have the benefit of your recommenda­

tion . 
A Rule 1, as proposed inthis form of order we are submitting 
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to the Commission makes reference to the size of the proration una 

which we would recommend that the Commission adopt. (2) provides 

as Mr. Greer recommended for a standard proration unit of 320 

acres but, because of minor deviations from normal surveys, i t 

would permit any proration unit varying between 315 and 325 acres 

to be considered a standard unit for proration purposes. Under 

paragraph B of that rule, we have made a provision whereby an 

operator might have the option of d r i l l i n g to either density to 

which he prefers in the f i e l d . That i s , i f he desires to maintain 

his density of development to one well to each 320 acres, he may 

do so, or i f he elects to d r i l l a second well on a standard pro­

ration unit of 320 acres, he may do so in conformance with the 

existing spacing rules in effect at this time. 

Paragraph B also provides that an operator who now has 

more than one well now producing on a standard proration unit of 

320 acres, may continue to produce those wells provided as the pro 

vision i s made below that his allowable shall be determined i n 

accordance with the applicable allocation formula. I t also pro­

vides that any wells that are existing as of the date of this orde 

on less than the standard proration unib of 320 acres, that he 

shall be permitted to produce those wells provided their las An- : 

sufficient acreage available to attribute to the well for alloca t i 

purposes as a standard proration unit. In each one of the cases, 

of course, the allowable assigned to the individual well would be 

determined i n accordance with the allocation formula recommended. 

Q What does Paragraph C of thatRule 1 recommend? 

A In any case, an operator would be permitted to d r i l l a 

well on legs than a standard proration unit without notice and hea 

t 

c 

Dn 

"ing 
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i f certain provisions are met. I f those conditions do exist, authjori-

ty to d r i l l a well on less than a standard proration unit could 

be obtained by f i l i n g certain information with the Commission. 

The requirements that must be met in this case include the fact 

that the non-standard unit would consist of less acreage than a 

standard proration unit of 320 acres and that the acreage comprisi|ng 

that non-standard unit l i e wholly within a legal quarter section 

and, of course, contains a well capable of producing gas into a 

transportation f a c i l i t y . 

In addition, i t would require that he must have waivers 

from a l l offset operators i f such i s to be obtained under the pro­

vision of Paragraph C. 

Q What does Rule 2 provide? 

A Rule 2 i s a more or less standard provision which provides 

for the f i l i n g of nominations by the purchasers of gas in order to 

establish a market demaitl upon which the Commission can prorate gas. 

Q Can you summarize the contents of Rule 3? 

A Rule 3 makes additional provisions related to the system 

of nominations and provides for the f i l i n g of supplementary nomina 

tions each month. Rule 3 also provides a definition of a marginal 

well as previously referred to by Mr. Greer. I would lik e to read 

an excerpt from Rule 3. 

"Marginal wells are defined as wells not capable of pro­

ducing i n excess of 100 MCF per day,** but as Mr. Greer pointed out 

in order to give that any meaning we must establish a definition 

of a marginal well in terms of some of the other physical factors 

in the f i e l d . So, we have made this further provision that,"in 

calculating the capacity of a well to produce, the average shut in 
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pressure of a l l of the wells in the pool,as determined by the 

preceding year's deliverability test, shall be divided by two, and 

each well»s a b i l i t y to produce against such pressure shall establish 

i t s capacity to produce." The further provision i s made that, "a]|l 

wells capable of producing i n excess of 100 MCF per day," as de­

termined above,"shall receive an allowable of at least 100 MCF per 

day." The further provision of Rule 3 relates to the allocation 

formula which would be employed by the Commission for allocating 

among the non-marginal wells that an allowable or that portion of 

the market demand remaining after the reduction of allowables 

which would be assigned to marginal wells, that provides for the 

distribution of that allowable to non-marginal wells onthe basis 

of 75 percent deliverability times acreage plus 25 percent acreage), 

Q What does Rule 4 provide? 

A I t simply makes provisions for underproduction and Rule 

5 covers the matter of over production. In effect, these two rule's 

provide a period of balancing which w i l l permit f l e x i b i l i t y in pro­

ducing allowables into the pipe line i n accordance with expected 

fluctuation in demand. I would like to point out in Rule 4, we 

specify that balancing date shall be January 1st and July 1st. Howl-

ever, we are not wedded to those particular dates and since that i|s 

primarily a concern of the purchasers we would have no objection 

to those dates being altered to conform more to the requirements 

or desires of the purchasers. 

Q Rule 6, 7, S, and 9, what do they cover? 

A They simply cover more or less standard provisions for 

the f i l i n g of the necessary information with the Commission i n 

order that they w i l l have the proper records which w i l l permit thejn 
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to assign an allowable to a well. 

Q I t i s your recommendation that these rules as you have 

outlined be adopted by the Commission? 

A Yes, that i s correct. 

MR.TOWNSEND: I ask the reporter to mark a copy of that as 

Stanolind and Benson and Montin*s Exhibit No. 5. We would lik e at 

this time to offer i t i n evidence. 

MR. SPURRIER: Is there objection? Without objection, 

i t w i l l be admitted. 

MR. TOWNSEND: That i s a l l we have of the witness at this 

time. 

MR. SPURRIER: Anyone else have a question of Mr. Hiltz? 

Mr. Kellahin. 

MR. KELLAHIN: I would like to ask a couple of questions, 

i f I may. 

CROSS EXAMINATION 

By: MR. KELLAHIN: 

Q Mr. Hiltz , do these rules, would you interpret them as 

meaning wells now d r i l l e d on 160 acre spacing could be pooled into 

a 320 acre and the deliverability of the two wells be added in de­

termining the allowable for that unit? 

A When I prepared these rules, that was not contemplated. 

Q Is that what you intended? You say i t was not contemplate^? 

A I t was not contemplated. 

Q Cabling your attention to Section B, sub-paragraph 3, I 

ask you i f that would make such a provision? 

A Was that paragraph 3 under B? 

Q I w i l l read i t to you i f you wish. Under Paragraph B, sub-
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31 paragraph 3; "Produce a l l wells existing as of the date of this 

order on a standard proration unit." 

A What i s your question again? 

Q My question i s , where your wells have been d r i l l e d on 160 

acre spacing, would that allow you to pool the two 160 then as 

320 acre units and add your deliverability i n determining the 

allowable to be assigned to that unit? 

A Well, as I stated when we prepared the rules, we did not 

contemplate that additional tracts would be pooled for that purpos 

I believe that i s a matter that would require further consideratio 

Q Wouldn't i t be automatic under the provisions of these r u i 

Mr. Hiltz? 

A Not necessarily, but I can't see that i t would make any 

particular difference. 

Q I t would be merely a matter of adding the deliverability 

of two wells to determine your allocation, would i t not? 

A The rules as I prepare them so long as there would be two 

wells producing on a 320 proration unit each well would be assigne 

an individual allowable based on the acreage attributable to that 

well and a deliverability as measured by the annual deliverability 

test ani in effect the wells would be assigned on an individual 

basiso 

Q I don't think that i s material. I just wanted your thinki 

on i t . One other question. Under Paragraph C, sub-section 2, wou 

seem to provide that you could secure a unit without notice and 

hearing provided that you f i l e d waivers and so forth only i f your 

acreage to be assigned was less than 160, was that your intention? 

A No, s i r . 

e. 

1 . 

es, 

i 

Ld 

1 
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Q I t says legal quarter section, do you mean legal half sec­

tion? 

A I f i t said legal quarter, i t should have read legal half, 

which would have been a standard proration unit. 

MR. KELLAHIN: Yes, s i r , thank you. 

MR. SPURRIER: Mr. Grenier. 

MR. GRENIER: A. S. Grenier, Southern Union. 

By: MR. GRENIER: 

Q I believe i t was i n Paragraph 1-C, Mr. Hiltz , where you 

were talking about these non-standard units which we just found 

would be anything less than a legal half section. Is that the cor-f 

rect paragraph reference? 

A Yes, that i s correct. 

Q You said, I believe, that provision was made that certain 

physical conditions had to be made and in addition to that, waiver^ 

needed to be obtained and submitted to the Commission from offsetting 

operators, i s that correct? 

A Yes, s i r . 

Q In your opinion, i s the waiver procedure preferable to a 

notice procedure which would become effective i n the absence of 

objection. That i s to say, would you not feel that the same purpose 

would equally be well served i f the operator desiring the non­

standard unit were to show to the Commission's satisfaction that h^ 

had noticed the operators i n the adjoining tracts and that they, 

within a reasonable period of time to be specified by the rules had 

not voiced an objection to the. Commission? 

A I think i f a reasonable period of time were provided, ther^ 
to 

would be no objection/that procedure. 
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Q Would that be, in your opinion, more or less of a burden 

upon the operator than the waiver procedure, which do you think, 

would be easier for the operator to live with? 

A The furnishing of a waiver, of course, would require a 

l i t t l e b i t more work. There is no doubt about that. I dcn ft thirik 

i t i s significant. 

Q The giving of a notice might be a l i t t l e less work than 

another? 

A Yes, administratively, i t i s a l i t t l e less work. 

Q I wasn*t quite clear on this point of nominations and sup­

plemental nominations, I gather that you are recommending that 

nominations be f i l e d the beginning of each of the six months bal­

ancing period by each of the takers from the pool, i s that correct 

A Yes, s i r , that i s correct. 

Q And that thereafter, as and i f they find that their demands 
w i l l 

are different that they/ . f i l e supplemental nominations? 

A I believe that the intent of this rule i s identical with 

that, that i s i n effect i n the southeastern part of the state. 

Q Those make mandatory, the f i l i n g of supplemental nomination|s, 

do they not? 
A That i s correct. 

Q Do you see any worthwhile purpose to be achieved through 

the f i l i n g of supplemental nominations i f they are i n fact the sam̂  

as the original nominations? In other words, why should the 

supplemental nominations, in your opinion, be mandatory rather tha{i 

optional? 

A I think i t gives a more current picture on a monthly basis 

of the exact requirements of the operator. I believe that the f i l i n g 
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)f the original nominations requires that the operator express his 

iesires to purchase gas by months. 

Q So, that gives a picture by months, i s that correct, as well 

as the t o t a l for the six month balancing period? 

A Yes, that is correct. 

Q So, that i f , assuming that supplemental nominations were 

optional, i f he failed to f i l e a supplemental nomination, wouldn»t 

that be a current indication that he thought he had been right to 

begin with? 

A I assume that i f any change were made, he would comply with 

the requirement that he f i l e a supplemental nomination. 

Q What I am getting at is t h i s , why i f your original estimate 

is right or so nearly right that you can't make a better one, shoulc 

you have to go to additional administrative effort of your pipeline 

company,file a useless piece of paper just echoing what you said the 

f i r s t time, or is i t a useless piece of paper? 

A My feeling i s t h i s , that i f the original nomination i s filed 

by months and the operator in affidavit form affirms that i s his 

desire to purchase by months for the ensuing balancing period and 

there i s no change, then administratively the f i l i n g of a supplement 

nomination serves no useful purpose. 

Q So, you would have no objection to such a rule that made 

the f i l i n g of supplemental nominations requisite only i f i t were 

desired to change what the original nominations had been for a 

particular month? 

A So long as there i s to be no change, the balancing periods 

are adopted and current monthly records of actual production are 

f i l e d with the Commission, at the moment, I see no absolute necess: 

al 

ty 
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Cor requiring that a supplemental nomination indicating no change 

be f i l e d . 

Q I was talking about no other change except the one as betweejn 

mandatory and optional, so your answer to the question would be yes, 

I gather within that frame of reference? 

A Yes, I think so. 

MR. GRENIER: That i s a l l . 

MR. SPURRIER: Anyone else have a question of Mr. Hiltz? 

MR. STOCKMAR: Mr. Stockmar, Frontier, I would l i k e to ask 

one. I did not understand the question or answer of Mr. Kellahin. 

By: MRo STOCKMAR: 

Q Where you have two wells on 160, which might be called a 

proration unit, did I understand you to say that the deliverabilitie 

of the two wells could be added? 

A No, s i r , I did not t e s t i f y to that effect. 

Q Would you cl a r i f y that for me? 

A Well, I don't believe f i r s t that we made reference to a 

case where you would have in this f i e l d , two wells d r i l l e d on l60 o 

itfe were referring to a standard proration unit of 320 acres and the 

fact that as the f i e l d i s now developed, you have many cases where 

a standard proration unit could be formed and there would be two 

wells in existence on that unit. I believe I te s t i f i e d that when 

these rules were prepared we did not contemplate the adding of de­

li v e r a b i l i t y on the two tracts and assign a single allowable to the 

proration unit, rather i t was my thought that allowables would be 

assigned on individual well basis. That way, the Commission can mucjh 

oore readily maintain a current record of the actual production 

which i s obtained from each well, so long as that well i s maintained 
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on the proration unit as a producing well. 

Q You contemplate then, proration units of 160 acres i n part? 

A We would provide that the standard proration unit be 320 

acres but in li g h t of the fact that development i n a portion of the 

f i e l d has been less than that to this date, we would permit the 

operator to continue to produce both of those wells on a standard 

unit i f the acreage could be assigned. His allowable would be de­

termined for each well in conformance with the allocation formula. 

Q As i f each one was a separate 160? 

A That i s correct. 

MR. STOCKMAR: That i s a l l . 

MR. SPURRIER: Any one else? 

RE-DIRECT EXAMINATION 

By: MR. SMITH: 

Q In order to further c l a r i f y the point last discussed. In 

effect what you are recommending i s that within a standard proration 

unit, that acreage w i l l be allocated to whatever number of wells 

nay be in that standard proration unit? 

A That is right. 

Q And each one treated separately? 

A That i s right, the t o t a l acreage in the proration unit would 

3e allocated to the individual wells. I f you had two wells on 320 

;hen you would have to assign 160 acres to each well in order to be 

ible to determine i t s allowable. 

Q Then, you would apply the deliverability of the respective 

* e l l to that particular well to determine i t s allowable? 

A Yes, s i r , that i s right. 

MR. SMITH: That i s a l l . 
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MR. SPURRIER: I f no further questions, the witness may be 

excused. 

(Witness excused.) 

MR. TOWNSEND: That i s a l l we have. 

MR. SPURRIER: Does any one else have testimony they wish 

to introduce? 

MR. BARNES: Frank Barnes, representative for British Ameri­

can, before the next case goes on, I would like to make a brief 

statement that ties in with Mr. Greer's testimony. 

MR. SPURRIER: Let's see i f there i s any further testimony 

then, we w i l l take these statements. 

MR. BARNES: I t actually isn't a statement. We would like 

to t i e our information in with Mr. Greer and Benson and Montin. I 

thought now might be an appropriate time to do i t . 

MR. SPURR3E R: Does any one have any more testimony to intrc 

duce2 Mr. Barnes— 

MR. HOWELL: We have some testimony, Mr. Spurrier. 

MR. SPURRIER: Mr. Barnes, you are on. 

MR. BARNES: I f you prefer, I could wait u n t i l a l l the rest 

of the testimony i s i n and make one brief statement when i t i s a l l 

over i f that w i l l speed i t . 

MR. SPURRIER: We w i l l l e t you do that. Mr. Howell. 

F. NORMAN WOODRUFF 

the witness, having been f i r s t duly sworn, t e s t i f i e d as follows: 

DIRECT EXAMINATION 

By: MR. HOWELL: 

Q Will you state your name to the Commission, please? 

A Fo Norman Woodruff. 

< — 
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Q You testified before the Commission as an expert witness 

previously, as an engineer? 

A I have. 

MR. HOWELL: Are the witness's qualifications accepted by 

the Commission? 

MR. SPURRIER: They are. 

Q Mr. Woodruff, please state to -the Commission what studies 

you have made with reference to reserves in this West-Kutz Field? 

A My company makes continuing studies of reserve evaluation 

for the pools in which i t takes gas. The West-Kutz Field i s in­

cluded in this group. I have taken the reserve evaluation prepared 

by my company for the West-Kutz Field or that portion of the reserve 

evaluation which has to do with net effective sand pay and similar 

to the manner in which I employed, testified to in the Blanco-Mesa­

verde Pool. I have determined a relationship between net effective 

pay and the in i t i a l potential of the wells in the pool upon which 

electric logs, gamma ray, neutronic logs are available. 

Q Mr. Woodruff, does El Paso Natural Gas Company, your employer, 

operate any of the wells in the West-Kutz Field? 

A No, s i r . 

Q How many wells did you find logs available on? 

A 56 wells. 

Q Are your studies based upon the wei l s only upon which logs 

were available? 

A I t i s . 

Q And please state what variations you found in your net sand 

pay within the field? 

A Our variations varies from zero net effective pay sand thickness 
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;o between 60 and 70 feet of thickness. 

Q What do you count as net sand thickness? 

A We have established a manner of evaluating net sand thicknes 

from electric logs based on interpretation of the core analysis 

available and used that in a consistent manner on a l l logs which are 

available in a pool, in an effort to determine for each well, the 

net effective sand thickness. 

Q Have you analyzed the, 46, did you say? 

A 56. 

Q The 56 well logs and prepared a graph showing the relation­

ship between the sand thickness and the i n i t i a l potentials? 

A Such an analysis has been made under my supervision and witt 

my help and I do have an exhibit showing my investigation. 

Q I w i l l ask i f you w i l l mark that as El Paso Natural Gas Com­

pany's Exhibit No. 1 and place i t on the wall. 

(Marked El Paso Natural Gas Company's 
Exhibit No. 1, for identification.) 

Q Now, please state b r i e f l y what this chart shows as to the 

relationship between the i n i t i a l potentials and the sand thickness, 

the net sand thickness i n the wells studied by you. 

A This exhibit shows that within reasonable l i m i t s , there i s 

a straight line relationship between net effective sand pay and the 

i n i t i a l potential of the wells. 

Q As I understand the f i r s t marker, which appears on the lef t 

hand corner, that reflects the average of 6 wells that had a sand 

thickness between zero and ten feet, i s that correct? 

A That i s correct. 

Q And the average i n i t i a l production from each well i s less 

s 
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than 250,000 i n i t i a l potential? 

A The average i n i t i a l potential for those six f e l l , was 156 

MCF per day. 

Q Then, in the next group, is sand thicknesses from ten to 

twenty feet? 

A That i s correct. 

Q How many wells did you average in that? 

A There were 20 wells with an average i n i t i a l potential of 

976 MCF per day, 

Q Just state each sand thickness that you took there and the 

results. 

A The next isopachus interval was from 20 to 30 feet with an 

average thickness of 25 feet, we had 15 wells with an average i n i t i i l 

potential of 1,424,000 cubic feet. The next interval was from 30 to 

40, average 35 feet, ten wells average i n i t i a l potential of 2,331,000 

cubic feet. The next was from 40 to 50, average of 45 feet, two wells 

average i n i t i a l potential 4,235,000 cubic feet. The next from 50 ti> 

60 average of 55 feet, two wells average i n i t i a l potentials 3,345,000 

cubic feet. The next was 60 or better, one well average for the 

i n i t i a l potential was 3,400,000. 

Q Have you studied the relationship between the i n i t i a l poten-j. 

t i a l and the deliverabilities of these wells? 

A Yes, I have. 

Q What is that relationship? Is i t a direct relationship or 

is there substantial differences? 

A There is a substantial difference between individual wells, 

generally, over a f i e l d wide basis there i s very l i t t l e difference. 

Q As to the average of the wells, i s there a direct relationship 
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between the average deliverabilities and the average in i t i a l potential 

of wells in these isopachus intervals? 

A Yes, sir, there i s . 

Q What do you conclude with reference to the factor which most, 

accurately and fairly represents the recoverable reserves under the 

tracts in this particular field? 

A The deliverability of the well; 

Q The deliverability of the well does what? 

A Well, i t reflects the effect of the various factors which 

enter into the reserve calculations. All of the reserve factors ex­

cept acreage therefore,it i s an indication of the variations of re­

serves between an acreage and acre underlying one well and an acre 

underlying another well. 

Q What have you concluded as to the formula which would be 

fairest in giving to each operator or owner the right to recover his 

fair share of the recoverable reserves? 

A Yes, I have considered such a formula. 

Q What formula would you recommend? 

A I would recommend a formula of 100 percent acres times de­

liverability. 

Q Now, there has been testimony with reference to the small 

producing wells. What, i f any, consideration would you recommend 

should be given to those wells? 

A I think i t would be proper for the Commission to determine 

that any well with a deliverability of 100 MCF per day or less be a 

marginal well and that i t be permitted each and every day to produce 

its producing ability. 

Q Now, as an approximal matter, would that let the smaller weljLs 
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with the longer pay out make a l l the production they were going to 

make any way? 

A I t would. 

Q How would the mechanics work in handling these marginal well 

How would you recommend that the marginal wells actually be handled' 

A First , a matter for determining marginal wells should be 

set up, which I consider, should be i t s actual producing a b i l i t y . 

Then, the actual producing a b i l i t y of each marginal well should be 

added together to get a to t a l volume of gas which should be deducted 

from the t o t a l market demand for that pool. The remaining allocation 

should be divided among the remaining wells, non-marginal wells. 

However, by the application of the formula should other wells receife 

allowables in excess of their actual producing a b i l i t y , they should 

then be placed in a limited or marginal catagory for that particular 

month, that allowable added to the allowable of the other marginal 

wells subtracted from the t o t a l market demand and the market demand 

then be allocated among the non-marginal wells by application of th^ 

allocation formula. 

Q Now, in practice, is there actually a difference between an^ 

theoretical deliverability of a given well and i t s actual deliver­

a b i l i t y under f i e l d conditions? 

A Yes, s i r , there i s . 

Q What are some of the reasons for that? 

A Well, the calculated deliverability i s taken at a pressure 

equal to one half of the wells shut in pressure, which may be less 

than the actual pressure experienced i n the f i e l d in production. 

Consequently, the well would be capable of producing less gas than 

i t s calculated deliverability. In addition to that the deliverability 
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calculated i s based on a theoretical condition by that, I mean i t 

is based on the casing pressure experienced flowing through the 

tubing or vice versa, where the actual production would be reflectec 

by i t s actual flowing relative pressure. 

Q Were wells in the marginal category that are shut in for anj 

reason for repairs or for any reason that the operator should shut 

them i n , does that well ever have an opportunity to make up the pro­

duction i t lost while i t was shut in? 

A Did you say a marginal well? 

Q Yes. 

A I t would not. 

Q Did you hear Mr. Greer's testimony with reference to the 

recommended 320 acre proration unit? 

A I did. 

Q Do you have any comment or recommendations to make to the 

Commission on that? 

A I would concur with the recommendations of Mr. Greer in per­

mitting the operator to assign 320 acres, i f he so desired,to wells 

in this pool. 

Q Are there any other points, Mr. Woodruff, in connection witr 

the proration of this particular f i e l d that I haven't asked you abou 

that you would like to make a recommendation to the Commission on? 

A I recall none at this time. Except that, Mr. Howell, I woul 

request that we be permitted to f i l e rules, proposed rules for this 

pool as we did i n the Blanco-Mesaverde Pool subsequent to this heari 

MR. HOWELL: That is a l l . 

MR. SPURRIER: Take a short recess. 

(RECESS) 

t 

d 

ngo 
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MR. SPURRIER: Any one have a question of Mr. Woodruff? 

CROSS EXAMINATION 

3y: MR. STOCKMAR: 

Q Mr. Woodruff, you te s t i f i e d that you had examined 56 logs of 

wells in the field? 

A That is correct. 

Q Give me some idea of the distribution of the wells as to 

which logs were examined. 

A The distribution wasn't over the complete pool as presently 

designated. 

Q I t was not? 

A No, i t was a l l the wells that were available and I assume aljl 

the logs that have been taken on the wells in the West-Kutz Pool. 

Q Can you give me some idea whether there was concentration 

or not of the logs you examined? 

A What is that? 

Q Can you give me some idea i f there was a concentration in thje 
how 

f i e l d of the logs that you examined? For example,/many wells of the 

Frontier Refining Company, did you examine logs on? 

A I have no recollection of the logs as by company designation 

I do seem to recall that we had quite a concentration of logs in the 

center area which is the area in which Frontier has their wells. 

Q How about the Hancock area? 

A I do not recall positively which company's logs we had but 

i f you had logs in the area and they were available to us, I am sure 

we considered those logs. 

Q Has your examination of the logs in the north west and south 

east portions of the f i e l d been substantial? 
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A I t i s my recollection that there was a scarcity of the logs 

Ln the north west portion of the poolo 

Q I gather, none the less, that i t is your opinion that the lcjgs 

that you did examine are representative of the whole field? 

A Yes, I considered that to be the case. 

Q How do you arrive at the net effective pay which you used to 

areak down the wells into classifications? 

A As I t e s t i f i e d , we set up a basis for evaluating net effectiive 

pay by the various logging means. That has been based on the infor-

nation available from core analysis, from a l l information that has 

been given to us. 

Q Were you able here to acquaint these logs with the core 

analysis? 

A To a certain extent. 

Q How many cores on the core analysis? 

A My recollection, there were five cores. 

Q In determining net effective pay, did you consider the facto(r 

of permeability? Did you set some minimum permeability? 

A Permeability entered into,the determination but not necessarily 

as such in that we attempted to pick that portion which we considerei 

would be effective gas pay as interpreted from the log, a l l the ±nd±\ 

cations on the log. 

But you did not have an effective cross check of a l l logs 

against equivalent cores, core analysis? 

A What do you mean by a cross check? 

Q Well, some verification of the net effective pay section as 

you determined i t on your log as against a core? 

A Well, many of the cores were of just partial sections and, 
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of course, wouldn't cover the whole interval of the electric log. 

We found, my recollection, general correlation between electric log£, 

various types of logs and the core analysis, we also had*— 

Q (Interrupting) Did you— 

A (Continuing)-* we also had some, the micro-logs which we 

consider effective means of determining net effective pay. That wa, 

a great help to us. 

Q Is that part of the formation that you excluded from the 

net effective pay, in your opinion, sand that w i l l never give up ga£? 

A We think i t i s a reasonable assumption that i t w i l l never 

give up any pressurable volume of gas. 

Q Then, you are saying that you were able from those logs to 

pin down an area of zero permeability? 

A I am sure that i t would be approaching zero permeability. 

As I said, we did not use permeability alone in picking i t out but 

certainly since productivity i s related to permeability, the ind i ­

cation would be such as you indicated i t . 

Q I am sure that you know what the testimony of Mr. Greer has 

been to the effect that we have very low permeabilities in the f i e l d . 

I am trying to arrive at the point where you sawed off the permeability 

to give net effective pay? 

A I can't point that point out to you. 

MR. STOCKMAR: Excuse me a minute. 

Q I think you went along with Mr. Greer in saying that deliveij'-

a b i l i t i e s are actually a rather effective measure of reserves? 

A That is correct. 

Q Would you l i s t for me the factors that you consider ih de­

termining the reserves that are in the particular body of sand? 
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A Yes, s i r , I use thickness, porosity, i n t e r s t i t i a l water 

content, pressure--

Q Pressure? 

A And for the whole f i e l d , acreage„ 

Q The i n i t i a l pressure of the whole field? 

A I f I am wanting i n i t i a l reserves, the I n i t i a l pressure of 

the whole f i e l d and I said acreage. 

Q Permeability wasn't listed there? 

A That is correct. 

Q On that premise, Mr. Woodruff, i f over a period of one year. 

you discovered that the deliverability of a well had been reduced 

to one half of what i t was, the prior test, you would say that one 

half of the reserves would have been given up? 

A I believe that one half of the reserve recoverable to that 

well would have been given up. 

Q Aren't you injecting into that a factor of time? 

A That was what the question was premised on, I believe, one 

year. 

Q What are the factors which under the Commission's rules for 

determining deliverabilities are taken into consideration? 

A What are the factors used in determining? 

Q What are the factors which you consider in determining the 

deliverability of a particular well? 

A You mean in the present state designated test? 

Q Yes. 

A Pressure and volume. 

Q How are those related to the factors which you have listed 

as considering i n the standard approach to determine your reserves? 
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A Did you say, how are they? 

Q Yes, how are those factors related to those other factors 

which you listed as being considered in determining reserves? 

A Of course, pressure was one of the factors which I indicated 

was used in determining reserve. The other factors enter into the 

a b i l i t y of the well to produce gas. 

Q Is that a measure of porosity? 

A Measure of porosity. 

Q I am trying to educate myself a l i t t l e here. I have had somb 

d i f f i c u l t y this afternoon in tying deliverability into reserves. I 

s t i l l f a i l to convince myself, at least, when looking at the de­

l i v e r a b i l i t y sheet the factors that are considered here are the sam|= 

as the factors which you l i s t as considering in your consideration 

of the i n i t i a l reserve. 

MR. HOWELL: Is that a question or a statement? 

MR. STOCKMAR: I am asking for assistance here to educate. 

I do not see the relationship. 

MR. SPURRIER: Was i t a clarification? 

MR. STOCKMAR: I t i s a clarification of my prior question 

actually, as to the relationship between the factors considered on 

the one hand and those considered on the other. 

MR. HOWELL: Has Counsel asked a question? 

MR. STOCKMAR: I am asking for more clarification than he 

gave me in answer to the prior question in relationship to these 

factors. 

A This deliverability test required by the State is a reflection 

of the formations a b i l i t y to deliver gas into the well bore. That 
to 

a b i l i t y / deliver gas into the well bore i s determined by ; the 
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factors which influenced deliverability. 

Q Well, in deliverability of a well i s permeability a factor? 

A Deliverability? 

Q Yes. A Yes. 

Q The higher the permeability the higher the deliverability? 

A That i s correct. 

Q Yet. permeability was no factor which you listed previously 

as determining reserves assuming some permeability? 

A That i s correct. 

Q Then, we have that distinct difference in the factors that 
and 

we are considering on one hand /che other? 

A Well, you have the factor in that the word«*fpermeability" 

was not used, but the factors upon which permeability are determined 

are included in the reserve estimate. 

Q Assuming some permeability you must, under , the reserve cal­

culations,give some effect to the existence of the reserve? 

A I f you have permeability, did you say? Assuming i t is a gas 

bearing reservoir? 

Q Yes. A Yes. 

Q Without respect to whether i t i s high or low permeability, 

in your calculation of reserve, you give credit to that fraction of 

the reservoir as a permeable fraction, one which would give up gas 

ultimately? 

A I believe your statement i s correct. 

Q You have stated that a well with high permeability w i l l have 

a high d e l i v e r a b i l i t y y a well with a low permeability w i l l have a 

low deliverability, assuming a l l other factors equal with respect 

to those two wells? 
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factors which influenced d e l i v e r a b i l i t y . 

Q Well, i n d e l i v e r a b i l i t y of a well i s permeability a factor? 

A Deliverability? 

Q Yes. A Yes. 

Q The higher the permeability the higher the d e l i v e r a b i l i t y ? 

A That i s correct. 

Q Yet. permeability was no factor which you l i s t e d previously 

as determining reserves assuming some permeability? 

A That i s correct. 

Q Then, we have that d i s t i n c t difference i n the factors that 
and j 

we are considering on one hand /che other? j 
i 

A Well, you have the factor i n that the word r t fpermeability" 
was not used, but the factors upon which permeability are determined 

i 

are included i n the reserve estimate. 

Q Assuming some permeability you must, under , the reserve cal­

culations,give some effect to the existence of the reserve? j 

A I f you have permeability, did you say? Assuming i t i s a gas j 

bearing reservoir. i 
! 

Q Yes. A Yes. j 

Q Without respect to whether i t i s high or low permeability, 

i n your calculation of reserve, you give credit to that f r a c t i o n of 

the reservoir as a permeable f r a c t i o n , one which would give up gas 

ultimately? 

A I believe your statement i s correct. 

Q You have stated that a well with high permeability w i l l have 

a high d e l i v e r a b i l i t y y a well with a low permeability w i l l have a 

low d e l i v e r a b i l i t y , assuming a l l other factors equal with respect 

to those two wells? A D A D E A R N L E Y & A S S O C I A T E S 
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A What other factors? 

Q Assuming every other factor that you have l i s t e d as being 

equal with respect to those two wells except the permeabilities, wi~. 

you then be able to change the reserve picture? 

A The other factors would not be equal and have variations 

in permeability f i r s t . 

Q You l i s t e d acreage which could be the same, pressure which ; 
i 

could be the same, porosity which could be the same, thickness which1 

could be the same and i n t e r s t i t i a l water could be the same. What 

are the factors which could not be the same I f the permeabilities 

were different? 
A I n t e r s t i t i a l water content and porosity. 

Q You can not imagine the situation where the permeabilities df 

two sections of zone could be the same and the dif f e r e n t i n t e r s t i t i a l 

water content? 

A There may be a possibility i f you had a certain range of 

porosity which would permit i t . 
i 

Q Back to your statement that high permeability well w i l l havej 

a. high d e l i v e r a b i l i t y . A low permeable w i l l have a low d e l i v e r a b i l i t y 

and then your next statement that there i s a rather direct r e l a t i o n ­

ship between those two d e l i v e r a b i l i t i e s and reserves, you are savins 

on theone hand that the low permeability has a low reserve, the 

ligh permeability has a high reserve. Are you saying that that i s 

rue as to a producable reserve i n a particular period of time? I s 

:hat the distinction? 

A Certainly, i t wouldhave to be a recoverable reserve to the 

wel l . 

Q Disregarding time as a factor and assuming that each parcel 
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jwas sealed o f f from the others, would you s t i l l have a d i s t i n c t l y j 
i 

d i f f e r e n t reserve picture? ; 

A You mean, between the well with high permeability and the j 

well with low permeability, yes, s i r . 

Q Yet, there 'was n o factor i n your o r i g i n a l calcula­

t i o n of reserve? 

A As I stated, you couldn't have had that without the factors | 
j \ 

.differing i n the reserve calculation. j 
j MR. STOCKMAR: I think that i s a l l . 

I 
; MR. SPURRIER: Mr. Grenier. 

By: MR. GRENIER: 

Q Mr. Woodruff, did I understand that El Paso was submitting j 

proposed rules at t h i s time? Was that what you were ta l k i n g about j 
i 
i 

or were you just t a l k i n g i n terms of recommendations, generally? I ! 

wasn't quite clear on that point. 
A You are ref e r r i n g to the portion of the testimony that I : 

r e c a l l I indicated we would l i k e to have the privilege of submitting 
i 

rules subsequent to the time of t h i s hearing. I 

Q I was correct that you are not putting them i n at t h i s time, 

i s that correct? 

A That i s correct, 

Q In re c a l l i n g back to my questioning of Mr. Hi l t z a few momentj 

ago, you were present and heard that*' 
i 

A Yes, s i r . 

Q On t h i s question of waivers fo r setting up of non-standard :' 

units, do you fe e l that the waiver procedure i s necessary or that a j 
notice procedure satisfying the Commission that notice had been giveln 

I 
w ith say, an adequate period of response, somewhere, 15 to 30 days, 1 
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would that work equally w e l l , i n your opinion? 

A I think i t would work equally wello 

Q Do you think i t would result i n any saving of e f f o r t on the 

part of operators, not having to s o l i c i t waivers and being able to 

handle i t by notice and procedure? 

A I think i t would. 

Q On tine matter of supplemental nominations as being mandatory 

or optional, do you f e e l that mandatory supplemental nominations are 

necessary? 

A I do not. 1 

i 

Q Turning, i f we may t o , I would l i k e to turn you to Exhibit 

No. 1 fo r a moment, i f I may. At what point does the li n e which you; 

have drawn there, intersect the level of wells i n the 40 to 50 foot 
I 

sand thickness, approximately? i 
i 

A Approximately, 2.8 m i l l i o n per day. 

Q What was the average i n i t i a l potential of the well i n that ' 

group, actual as opposed to theoretical f o r your line? i 
1 

A 4.235 m i l l i o n per day. 
Q In other words, the actual was about 50 percent higher than I 

j 

the theoretical, i s that correct? 

A That i s , I believe, correct. 

Q That represents a rather substantial variance, does I t not, i 

Ar* Woodruff? That i s not what you would c a l l a very close direct 

relationship, i s i t ? I 
i 

A For those two individual wells, I would say, no. 

Q In other words, there was a rather material variance as to 

those two wells from your average, i s that correct? 

A Yes, s i r , that i s correct. 
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rioo 
Q Have you made studies, respecting the basic data from which 

| 

t h i s study, of yours was prepared, ̂ -s to what the average deviation j 
I 

from the normal i s per well i n t h i s f i e l d ? ; 
i 

A No, s i r , I have handled my evaluation on a f i e l d wide basisj 

Q You didn't attempt to see how closely on the average wells ! 

came to your theoretical l i n e , i s that correct? 

A Not on individual wells. 

Q So, you do not know whether they are i n a rather narrow band 

;or i n a rather broadly spread out band tracking t h i s l i n e , i s that j 

correct? 

A I believe that i s correct i n that there may be individual ' 

wells which would deviate appreciably from the l i n e , but the normal 

conditions f o r the major portions of the wells i n the f i e l d would 

f a l l essentially along t h i s l i n e , 

Q Then, as to the average, then your wells would f a i r l y well 

adhere to the l i n e but from well to well there might be rather | 

substantial variations, i s that correct? 

A There may be. ! 

Q Would a hundred percent d e l i v e r a b i l i t y formula tend, i n any, 

way, to compensate or correct f o r possible individual well deviations 

from that normal line? 

A Well, as your d e l i v e r a b i l i t y , of course, i s influenced by 

other than the net effective pay, i t may. I t may vary. j 

Q In other words, there are factors other than the net effective 
l 

cay that cause the variances from your theoretical l i n e , i s that r i g h t 

A That may well have been the case. 

Q Does d e l i v e r a b i l i t y give effect to those factors' 

A I t does. A D A D E A R N L E Y & A S S O C I A T E S 
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Q To a l l of them? 
i 

A I would consider that i t dees. j 

Q Well, l e t me put i t to you i n t h i s fashion. Taking a well 

having a certain i n i t i a l p otential, you assign i t on the basis of \ 

that on your curve l i n e here, a certain sand thickness f o r the area 

assigned to i t as i f i t were a proration u n i t , i s that correct? 

A I f I understand your question properly, that i s not correct^ 

Q Well, i s t h i s chart of yours based on reserves per acre or 

per 160 acres or per 320 or per what? , 

A My chart r e f l e c t s the net effective pay picked f o r those 

wells f o r v/hich we had logs in the West-Kutz Pool and that i s com- j 

pared with the i n i t i a l potentials of those wells. 
i 

Q I s that net sand thickness merely at the point of the well j 
i 

bore or is it your opinion that that condition should hold true • 

throughout the proration unit? \ 

A I t i s at the point of the well bore, of course. 

Q Yet, i f you make use of your formula, you are applying i t j 

across the entire proration u n i t , i s that not a fact? 

A That i s correct. I think by the relationship that we have i 

Deen able to establish that i t i s a reasonable approach to i t . 

Q Yet, we have seen some rather substantial variations there 
i 

from t h i s theoretical l i n e of yours, would not the introduction of 

• i t least supplement of acreage component ten d to alle v i a t e and adjust 

:hose deviations which you have encountered i n individual wells? 

A I do not consider that i t would. ; 

Q In t h i s f i e l d , i s i t or are you s u f f i c i e n t l y familiar with 

:Lt to know whether or not i t i s the general practice of operators 

to shut t h e i r wells or to sand-frac them or use other similar techniques 
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jesigned to increase t h e i r d e l i v e r a b i l i t y a f t e r they have f i r s t been; 

d r i l l e d in? 

A I t i s the practice to stimulate a we l l . 

Q Do those practices customarily have any beneficial result? 

A Customarily, yes. 

Q By so increasing the d e l i v e r a b i l i t y , have these practices 

ijncreased the reserves? j 

A They may well have increased the recoverable reserves to tho^e 

wiells. 

Q Well, now, the recoverable reserves were there already, were ; 

tjhey not? 

I A I f i t increased i t , no. 

MR. GRENIER: That i s a l l . 

MR. SPURRIER: Anyone else have a question? Mr. Kellahin. 

By: MR. KELLAHIN: 
1 

Q You adopted Mr. Greer's testimony in recommending unit pro- 1 

ration unit of 320 acres, i s that correct? 

A Yes, s i r , that i s correct. i 

Q You are fa m i l i a r with the f a c t , of course, that part of the | 

Vest-Rutz pool has been d r i l l e d on 320 acres and part of i t on 160? i 

A Yes, I am. 

Q Assuming that you set up your 320 acre proration unit and in; 

the area where you have wells d r i l l e d on 160 acres on two adjacent i 
j 

tracts, one well with a very high d e l i v e r a b i l i t y and the adjacent J 

well on a very low d e l i v e r a b i l i t y , wouldn't that result i n a lower ! 

allowable f o r those two tracts than one achieved, i f you had only 

one well of a high d e l i v e r a b i l i t y well on the 320 acres? 

A May I restate that statement as I understood I t ? A D A D E A R N L E Y & A S S O C I A T E S 
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50 Q You want me to restate my question? I got a l i t t l e confusec 

myself. 

A You had two i60 acre t r a c t s , one with a high d e l i v e r a b i l i t y 

and one, a low d e l i v e r a b i l i t y well? 

Q Yes. 

A Would you get the same allowable as the same 320 acres 

assigned just to the well with the high d e l i v e r a b i l i t y ? 

1 

Q Yes. I 
! 

A No, you would get less f o r the two wells on— 
i 

Q (Interrupting) I t would be less? ' 

A For the two wells, yes. 

Q Wouldn't that possibly result i n the plugging of the well o l 
low d e l i v e r a b i l i t y i n order to allocate to the high d e l i v e r a b i l i t y 

well? 1 
1 

A 

Q 

That would be to the discretion of the operator. 

I t i s a p o s s i b i l i t y , i s i t not? 1 

A I t certainly is<> 

Q I t i s a matter of economics whether i t was done or not donef 

A I t would be to the discretion of the operator. 

Q Wouldn't i t result i n a premature abandonment of a well r e - i 

suiting in waste which i s — 1 

A (Interrupting) I don't f e e l i t would be, result i n economic! 

waste because i t i s established that the one well would recover a l l 

the recoverable reserves. 

Q Do you think i t would recover a l l the recoverable reserves j 

to the extent that the two wells would recover them? 
1 

A There would be some depreciable difference. 

Q There would be a difference? A Yes. 
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Q I t would result i n a premature abandonment of a well? ' 

A I f the operator desired,it so be done. I t wouldn't force i t . 

Q Are you f a m i l i a r with the statute covering the premature 

abandonment of the well? 

A Generally so. 

Q Isn't that defined as waste? 

A I r e c a l l that i t i s . 

MR. KELLAHIN: I believe that i s a l l . Thank you. i 

MR. SPURRIER: Anyone else have a question of Mr. Woodruff? : 

By: MR. SMITH: 
I 

| Q Mr. Woodruff, with reference to the last matter discussed, 

would i t be your opinion that i f some person did see f i t to plug 

the well at lower d e l i v e r a b i l i t y that the measure of d e l i v e r a b i l i t y j 

of that 320 acres has been determined on the average d e l i v e r a b i l i t y 

of the two wells and that the Commission should consider l i m i t i n g the 

u l l allowance of the high deliverability well in assigning allowables 

to that 320 acre proration unit? j 

A That they should consider the average between the two. 

Q That i s r i g h t , maintain the d i f f e r e n t i a l , i n other words? j 
i 

A I wouldn't recommend that. 

Q You think that the party should be e n t i t l e d to plug the 

well i f he saw f i t to do so? 

A I think that certainly i t should be a matter for considerati 

ooth by the operator and both by the Commission as to whether that 

snould be done. 

Q Do you think that a d i f f e r e n t i a l having been established i 

between two areas i n a proration unit that the operator should be j 

ent i t l e d to take the higher d e l i v e r a b i l i t y when i t has been established 

On, 
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that another area i n the same proration unit that he probably doesnH 
i 
have the same amount of reserves? ! 

i 

A Well, i f he didn't have the same reserve under the whole | 

t r a c t as indicated by the larger w e l l , his pressure probably would 

drop faster and his recovery would be influenced because of that. 

I think that i s probably an administrative procedure as to what 

is the proper manner of determining the d e l i v e r a b i l i t y of a well 

jwhich under such conditions should be plugged i f i t should be per-
i 

rr.it tea „ ; 

Q In other words, i t i s your recommendation that the Commission 

before permitting the assignment of a high d e l i v e r a b i l i t y f o r the j 

entire 320 acres should take into consideration whether or not a 

v/ell of lower d e l i v e r a b i l i t y on the same proration unit has been 

abandoned? 

A I think that would be proper. I 

MR. SMITH: That i s a l l . I 

By: MR. KELLAHIN: 

Q You are fa m i l i a r with the fact there i s wide variation i n ! 

permeability i n the West-Kutz, are you not? 

A Yes, s i r 0 i 

Q The fact that you have a well of high d e l i v e r a b i l i t y locateoj. 

on 320 acre t r a c t , does not necessarily r e f l e c t that the reserves 

under that t r a c t are the same throughout, does i t ? 

A Mo, i t doesn't. 

Q The same situation as was outlined by Mr. Smith could well 

exist on that t r a c t without any information being available by which 

you could establish i t , i s that correct? In other words, i f i t 

were then d r i l l e d on 160 acres, the offset could well be a well of 
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low d e l i v e r a b i l i t y according to the experience i n the West-Kutz PoolL, 
j 

i s that not correct? 

A Are you asking me. i f an additional well was d r i l l e d on 320 

acres that the additional well might be a low d e l i v e r a b i l i t y well? 

Q Yes. 

A Yes, i t might. 

MR. KELLAHIN: Thank you. 

MR. SPURRIER: Mr. Grenier. I 

By: MR. GRENEIR: 

Q I don't mean to press t h i s point but since I sat down, a 

suggestion was made to me that possibly you misunderstood my last j 

question. I want to be sure that you did understand i t and that 

your answer r e a l l y was an accurate r e f l e c t i o n of your views. I • 

wonder i f the reporter would be able to f i n d i t . 

MR. SPURRIER: Restate i t . i 

Q The question I asked you was, whether or not the reserves ] 

[which were present a f t e r the a r t i f i c a l stimulating of the w e l l , 

either by shooting or sand-fracing or some similar process, were 

there before the stimulatory process was applied? ; 

A Were the reserves? ! 
i 

Q Were the reserves there before the stimulating was applied? ! 

A The gas was i n place prior to the stimulation. j 

Q And were the recoverable reserves there prior to the stimu- j 
lation? I 

i 

A No, not a l l of them. j 

Q Not a l l of the recoverable reserves were there, that i s the j 

particular point. Thank you. 
MR. SPURRIER: Anyone else?> Mr. Macev. ' ' j 
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Ev: MR. MACEY: 

Q Do I understand your question, your answer i n and to Mr. j 

Grenier's question that the only way that you can recover a l l of j 

the reserves under a t r a c t i s by a r t i f i c i a l l y stimulating that well^ 

each well? 

A A l l the gas i n place, i s that what you have reference to? 

Q The recoverable reserve i s what I am tal k i n g about? 

A I believe that your recoverable reserves are increased by 
! 

stimulating of the well or portions of the gas i n place which may 

not be and probably w i l l not be recovered without the stimulation. 

MR. SPURRIER: Any one else have a question of Mr. Woodruff? 

By: MR. WEIDERKEHR: \ 
! 

Q On that same l i n e , do you think that you can double the 1 

I 

amount of gas that i s under a well by stimulation that we have talked 

about the recoverable reserve. Do you think that you can double i t ; 

or t r i p l e i t ? 

A I would hesitate to set a figure but there have been wells j 

that have been produced pr a c t i c a l l y non or no gas that have pro- ' 

duced sizable volumes of gas aft e r having been stimulated. 

Q I f you think the well was making a m i l l i o n feet of gas 

naturally and you shot i t to make four m i l l i o n , that you would have 

increased the gas under that t r a c t , the recoverable gas by four to 

one ratio? 

A I wouldn't say that. 

Q In other words, then you, by answering that question, you 

have admitted, I believe, that d e l i v e r a b i l i t y then i s not a straigh^ 

l i n e function of recoverable reserves? ! 
i 
j 

MR. HOWELL: That i s an argumentative question, drawing an j 
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inference that the witness has not admitted, we object to the quest 

MR. WEIDERKEKR: I f I may, he did say that he did not think 

i t would increase or. the r a t i o of four to one. I f that i s so, i f i t 

won't increase on the r a t i o of four to one, I must draw the conclusion 

that recoverable reserves— 

MR. HOWELL: (Interrupting) I f we want to argue the poir.t 

rather than quest-ion the witnesses, i f every operator stimulate 

production In there as i s generally the practice, your d e l i v e r a b i l i t y 

i s between wells in which the same thing has been done. Your de-

k i v e r a b i l i t y r e f l e c t s the results of the same sort of stimulation. 
\ I 
! I 

I MR. WEIDERKEHR: Id e n t i c a l . . I 
I 

Q I f you. had two wells, both of them making naturally a m i l l i o n 

ubic feet a piece, i f you shot both of them, would you expect both j 

of them to respond to that identically? 

A Hot necessarily. 
! 

Q I f they didn't respond with corresponding volumes, would ' 

d e l i v e r a b i l i t y be a straight l i n e function of reserve? [ 

A I f they didn't? j 

Q Yes. You said you didn't expect that they would respond j 

Correspondingly. You said i n that instance i f they did not respond ! 

in the same manner, would you think then that the reserves under j 
j 

hese two tracts were proportional to t h e i r d e l i v e r a b i l i t y ? i 
i 

A I believe they very well might be. ' 

Q Did you state that reserves were d i r e c t l y i n proportion to j 

e l i v e r a b i l i t y ? j 

A I s a i l I have established the almost direct relationship be- ! 

tween net effective sand thickness and i n i t i a l ootential and I t h i n 
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that we have a very close relationship, almost straight l i n e r e l a t i o n 

ship i n t h i s pool between reserves and d e l i v e r a b i l i t y . 

Q Mr. Woodruff, did you prepare the graph, yourself? 

A I had help on i t . 

Q Did you see the data from which these various category of 

wells were averaged, the sand thickness and the i n i t i a l potentials? 

A Yes, I saw the data. I have not studied each individual 

well myself. \ 
i 

Q Do you have the data from which the curve was prepared? ; 
j I 

j A Only the f i n a l answer arrived at i n each instance without 

jregard to individual wells. 
Q In other words, you don't have anything on individual wells? 

A Ko. 

Q You couldn't say then t r u t h f u l l y that i f you had plotted j 

these wells individually that you might not have had points a l l 

over your sheet of paper up there? i 

A I think I have so indicated previously to cross examination! 

that I thought there would be variations from that l i n e but I con- j 
i 

sider, Mr. Weiderkehr, that we are prorating t h i s gas on a f i e l d -

wide basis which, I think, i s a proper manner fo r evaluating an 

allocation formula. 

Q You consider the 56 wells out of the 166 to be average? ' 
i 
j 

A I think i t i s the best indication of average conditions tha i 
we have available to us. ! 

i 

Q Did you consider i n preparing t h i s graph a l l wells that you, 

had logs on regardless of the a b i l i t y of the wells to produce? 

A I believe that i s correct„ 

Q Now, you did use the i n i t i a l p otential, do you know whether 
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those were a l l wells that had been stimulated or whether they might 

jbe some natural gauges and some stimulated gauges? 

A I t was a f i n a l reported i n i t i a l p o t e n t i a l . I would not de­

f i n i t e l y state that there might not be a well that was not completec. 

naturally that had not been stimulated. I could not say positively! 

as to that. 

MR. SPURRIER: Anyone else have a question of Mr. Woodruff? 

i 

I MR. UTZ: I would l i k e to c l a r i f y one point. j 

|By: MR. UTZ: 
j 

j Q I believe you stated that you would recommend or did recommend 

ja hundred MCF minimum? j 

A No, I did not state t h a t . I would elaborate, i f you care 

that I do so on what I did state? 

Q I wish you would. 
A I recommended that the Commission place in a marginal capacity 

i 

any well that nas a producing capacity less than 100 MCF per day. 1 
Q That would be determined how, what kind of a flow test would 

i 

you run to determine that? Would i t be on production? i 

A That would be determined by actual production performance 

of each individual w e l l . 

Q Regardless of li n e pressure? j 

A That i s correct. j 

Q Then, the minimum well could be varied by how you kept your j 
li n e pressure? j 

j 

A I t could be. i 

MRo UTZ: That i s a l l I have. ' 

MR. STOCKMAR: Stockmar, Frontier. j 

By: MR. STOCKMAR: '_|_ 
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t i l l 

Q I have labored under the apprehension that the chart was 

de l i v e r a b i l i t y versus reserves. Do I understand i t i s i n i t i a l po­

ten t i a l ? 

A Yes. 

Q What control do you have over taking initial potential? \ 

A None whatever. j 

Q Are.it they subject to wide variations i n terms of the me- j 

chanics of taking? ! 

A They were taking under the method and procedure prescribed ; 

by the Commission. j 

Q Were each of these so taken? j 

A I presume that they were. i 
j 

Q You do not know i t of your own knowledge? 
j 

A Nc, s i r , I do not. I 

Q You do not know that there was a stabilized condition reached 

with respect to each of these wells? j 

A I doubt that they were because i t was a three hour determina­

t i o n . I 
Q Was any Pitot tube taken? A Yes. 

Q Are they subject to error? A Yes, they are. ! 
i 

MR. CRUMM: Did he answer Mr. Utz's question, I couldn't j 
i 

hear the answer. I 

MR. SPURRIER: Yes, he did. | 
i 

MR. UTZ: He answered i t . j 

MR. CRUMM: I couldn't hear i t , my back was turned. ! 

MR. SPURRIER: I s t h i s a matter of personal information, carj 
i 

he t e l l you af t e r the hearing? j 

MRo CRUMM: Yes, i t i s a matter of personal information. He j A D A D E A R N L E Y & A S S O C I A T E S 
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an t e l l cie afterwards. j 

By: MR. YOST: This i s i n connection with an answer that you gave 

to a question asked by Mr. Kellahin. Do you s t i l l f e e l that one 

well can e f f i c i e n t l y drain 320 acres? 

A I know nothing to the contrary. I believe i t w i l l . ' 

Q I have a hard time i n my analysis of that to reconcile that 

statement with the answer to Mr0 Kellahin, regarding the two wells 

ion 320 acres. Some of the gas would, which would other wise be 

[ultimately recovered would not be recovered? 

i A My answer to that i s based on e f f i c i e n t drainage of the 320 : 
i • • 
acres. With greater density of development, you can usually get a 

l i t t l e more gas but i t i s not a pressurable volume. 

Q Then, you don't f e e l that the pressurable volume of gas 

would be lost i n the situation set f o r t h here by Mr. Kellahin? 

A No, I do not. j 

MR0 YOST: That i s a l l . 
i 

MR. SPURRIER: No further question, the witness may be ex-

C LA 3 G d O 

(Witness excused.) i 

I 
MR. HOWELL: We f a i l e d to introduce the Exhibit. May we j 

I 

introduce Exhibit I . ! 

MR. SPURRIER: Without objection, i t w i l l be admitted. Any 

one have further testimony? There being no further testimony, Mr. J 

Barnes. 

MR. BARNES: I am representing the B r i t i s h American. B r i t i s h 

American has a half interest i n nine Pictured C l i f f Wells i n the j 

West-Kutz Field of the Chambers Hancock. Time did not permit Britisjh 
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American to prepare any formal testimony or Exhibits on t h e i r own, 

however, we were kept informed of the progress of Mr. Al Greer's 

study and the work being done by Benson and Montin. We f e e l that 

the testimony and the work that was done by Mr. Greer parallels the 

interest of B r i t i s h American. At t h i s time, we would l i k e to adoptj 

the testimony and the views of Mr. Al Greer as those of B r i t i s h 

American. Further than that, B r i t i s h American believes that the j 

testimony that was presented previously by Mr. Fred Crumm for James| 

Hancock has d e f i n i t e l y indicated the need fo r some tvpe of pro- ' 

!ration i n the West-Kutz Pool. ' 

We would l i k e to ask the Commission i n considering the various 

proration formulas that they t r y to keep the allocations and the i 

nominations to the point, so they won't raise above the d e l i v e r a b i l i t y 

of the average well i n the pool and in effect cancel out the pro-

rationing. We would l i k e to see a real prorationing i n there and 

not just a nomination that the wells can't meet, so, that i n effect 

the wells are a l l making whatever they are capable of into the li n e 

and the same inequality continues to exist as we have at the pre­

sent time. That i s a l l . 

MR. SPURRIER: Mr. Kellahin. 

MR. KELLAHIN: I f the Commission please. 

MR. SPURRIER: May I i n t e r r u p t . 

MR. KELLAHIN: I was just going to make a suggestion i s a l l . 

MRo SPURRIER: Go ahead. 

MR. KELLAHIN: I t now being a quarter of four and James D. 

Hancock would l i k e to make a rather lengthy statement, I would sug­

gest that we do the same thing we did i n the Blanco-Mesaverde Case 

and permit us a certain time to submit the statements rather than 
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prolong the hearing. 
j 

MR..SPURRIER: That i s exactly what I was going to say. We 

have no objection and we can not stop any one from making whatever 

statement they want t o . However, we f i n d that these summary state­

ments are pretty v/ell done. Apparently, you have more time and can 

give i t more thought. Admittedly, i t does save time for a l l of us. 

We don't want to be i n the position of stopping any one from making 

a closing argument in case they want to do i t . We do l i k e these 

Istatemeats. We also not only accede to Mr. Woodruff's request to 
| all • 
'submit rules but we would l i k e f o r vou/to submit proposed rules as 

I 

you see them fo r t h i s particular proration and ratable take problem^ 

MR. KELLAHIN: Thank you. Are you going to set a time limitf 

f o r the statements? i 

MR. SPURRIER: Yes. We are now discussing that. The Com- ! 

i 

missioner that you are going to submit them too here suggests August 

1st. I think that i s the date we v / i l l set. We w i l l give you u n t i l | 

August 1st to submit the statements and. your proposed rules and re- i 

gulationso Does any one have anything further? j 

MRo GRENIER: I would l i k e to ask one c l a r i f y i n g question j 

on these wr i t t e n rules, I don't want to burden the Commission with j 

a l o t of extra paper. I v/ould l i k e to give them enough copies to 

satisfy t h e i r own administrative needs on these statements. How I 

I 
many copies are used and useful? 

MR. SPURRIER: Tv/o. I f no one has anvthing further i n t h i s 
i t 

case then/is taken under advisement and the meeting i s adjourned. 

(Meeting adjourned) 
i 

I 
i 
i 
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STATE OF NEW MEXICO ) 
: ss. 

COUNTY OF BERNALILLO ) 

I , ADA DEARNLEY , Court Reporter, do hereby 

certify that the foregoing and attached transcript of proceedings 

before the New Mexico Oil Conservation Commission at Santa Fe, 

New Mexico, i s a true and correct record to the best of my 

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

IN WITNESS V7HERE0F I have affixed my hand and notarial 

seal this 29thday of July , 1954. 

llcLoU 
NCGCTV Fublic, Court Reporter 

My Commission Expires: 
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BEFORE THE 
OIL CONSERVATION COMMISSION 

STATE OF NEW .MEXICO 
Santa Fe, New Mexico 

May 19s 1955 

Ii'i THE MATTER CP: ) 

Request of Stanolind O i l ana Gas Company, ) 
seeking an order requiring ratable take or ) 
proration of gas production i n the West Kutz- ) 
Pictured C l i f f s Gas Pool, San Juan County, ) Case No. 696 
New Mexico. ) 

Rehearing to be li m i t e d to a reconsideration ) 
of the provisions of Order R-566 performing ) 
to the establishment of proration units and to ) 
matters raised by petitioner's application for ) 
rehearing. ) 

Before; Honorable John F. Simms, E. S. (Johnny) Walicer, ana 
William b. Macey. 

TRPSCRIPT OF HEARING 

MR. MACEY: The f i r s t case on the docket i s the rehearing 

i n Case 696. Mr. Smith. 

MR. SMITH: We are reacy. 

MR. KELLAHIK. Before we start on the hearing, I would l i k e 

to enter the appearance of Western Development Company as successor 

i n interests to James D. Hancock and Company, Limited. In that 

connection, ask that the Commission take notice of i t s own records 

i n regard to the transfer of the wells formerly held by James D. 

Hancock, Limited, i n the West Kutz-Pictured C l i f f s Pool. 

MR. LEAT'TCW: I would l i k e to enter an appearance for Mr. 

George J. Darneille as successor to the interest of Benson-Montin I i 

the Giiliegos Canyon Unit i n the West Kutz Pool. 

MR. MACEY; Mr. Smith, as applicant, are you ready to pro­

L 

ceed V ' •"— • 
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MR. SMITH: We are. At this time I should liKe to enter an 

appearance on behalf of Seth and Montgomery on behalf of Stanolind 

Oil anu Gas Company. Mr. Prederici i s here from that f i r m . This 

is a rehearing of Case No. 696, application for which vas made by 

Stanolind O i l and Gas Company. 

I believe that the Commission might be apprised of some of the 

history leading up to this presentation, since i t embraces quite a 

few hearings ana quite a few orders i n several case;;. I n this 'vest 

Kutz Field, the f i r - i - t information with respect to action taken by 

the Commission, or the f i r s t case, i s Case 237 i n which was entered 

Order R-Mb. The date i s November 21, 1950. This was a general 

order covering several pools i n the San Juan Basin, setting up 160-

acre spacing i n the West Kutz-Pictured C l i f f s Pool. There i s nothing 

of recora with the Commission to show that any evidence was entered 

at that time with respect to proper spacing. This order was amended 

i n Case 598 by Order R-397, dated 12-17-53. This amendment i s of 

no significance with respect to this proceeding, as i t related to 

the location of wells. 

On June the 19th, 1952, i n Case 377 > Benson and Montin's ap­

pl i c a t i o n was made for an order establishing uniform 320-^cre 

spacing of gas v e i l s i n the Pictured C l i f f s formation of the 

Gallegos Canyon Unit Area ana adjacent lands i n Township 2b1, 29 norfh, 
! 

Range 12 and 13 west. On July 2k, 1952, i n the same case, Order 

Ko. R-172 was entered, finding that apparently one well w i l l e f f i ­

c i e n t l y , e f f e c t i v e l y and economically drain an area of 320 acres. 

The testimony i n that case which was before the Commission, indicates 

that more than 320 acres could ana probably was being drained by 

one well. The order, however, provided that the 320-acre spacing 
ADA DEARNLEY & ASSOCIATES 
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would be i n effect for one year from that date, and that a year 

from that date cause should be shown why the area should not be 

developed on 160 acres. 

On June 25, 1953, i n Case 377, Order R-172-A was entered, 

which was a mere continuance providing that the case should be heard 

not l a t e r than September 17, 1953. On September 17, 1953, under the 

terms of Order R-172, the Oil Conservation Commission requested 

Benson ana Montin to appear to show cause why 160-acre spacing 

pattern should not be i n s t i t u t e d for Pictured C l i f f wells i n the 

Gallegos Unit Area, to supersede the temporary 320 spacing order 

ea r l i e r granted. 

On December 17, 1953, Order R-172-B, we fi n d that the Commission 

made certain findings that the Gallegos Canyon Unit Area developed 

on 320 acre spacing pursuant to Order R-172, and that the balance of 

tne West Kutz-Pictured C l i f f s vas developed on 160 acre well spacing; 

and producing uni t s . That development of the pool on two d i f f e r e n t 

spacing patterns i s not i n the best interest of conservation, and 

w i l l impair correlative r i g h t a . Order R-172 was terminated and 

lands embraced are to te developed on 160-acre spacing pattern pro­

viding that the Gallegos Unit shall be subject to the terms of the 

Unit Agreement. On Kay 3, 195^, new case 696, we fi n d the ap p l i ­

cation of J. D. Hancock for an order requiring ratable take of gas 

i n the West Kutz-Pictured C l i f f s , or i n the alternative for the 

prorationing of gas production i n the pool. This case was continued 

cn several occasions, and on July I k , 195k a hearing was conducted 

on Mr. Hancock's application. 

On December 23, 195k i n Case o96, Order R-566, we fi n d f i r s t 

issued the special rules f o r the West Kutz-Pictured C l i f f s Pool 
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which sets up 160-acre proration u n i t s ; provide for an allocation 

formula which was 75% acreage times d e l i v e r a b i l i t y plus 2% acreage, 

ana sets out the l i m i t s of the pool and provides for certain other 

miscellaneous rules which are not pertinent to t h i s inquiry. 

On January 7, 1955, Order R-566-A i n Case 696 amended Rule 3 

of the basic rules, f i e l d rules, regarding the location of wells vhi 

also i s not pertinent to this hearing. 

On January 19, 1955, Stanolind Oil and Gas Company made ap p l i ­

cation for a rehearing and tne order was granted l i m i t i n g the rehear 

ing to a reconsideration of the provisions of Order R-566 performing 

or r e l a t i n g to establishment of proration u n i t s , and to the matters 

raised by Stanolind 1s application for rehearing. That gives the 

Commission a very brief outline of the proceedings which have lead 

up to this rehearing. 

At this time I should l i k e to move the Commission to adopt a l l 

the proceedings i n the cases which I have enumerated so that they 

may be made a part of this record. I believe that a l l the Interest­

ed parties were there at the time and have had occasion and oppor­

tunity to be f u l l y f a miliar with those proceedings, and i t w i l l 

avoid the necessity of duplicating that testimony at this time. 

MR. MACEY: Would you mind naming the case numbers? 

MR. 3MITH: The proceedings i n Case 237, 377 and 696. 

MR. MACEY: Is there objection? Without objection the 

testimony and exhibits i n Case 237, and 377, and 696 w i l l be i n t r o ­

duced i n the record i n t h i s case. 

MR. SMITH: With respect to the matters under particular 

review at th i s time which has to do with the proper amount of 

acreage that may be assigned to a well i n the West Kutz Field, I 

ch 
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5 
should l i k e to state to the Commission that I have examined the 

various transcripts of testimony i n the cases which have just been 

enumerated. I t is d i f f i c u l t for me to visualize the entrance by th 

Commission of the order that i t did enter ir. t h i s case, r e s t r i c t i n g 

the development on a hundred sixty acre basis. I f i n d nothing i n 

any of the cases enumerated, of an affirmative nature of any sub­

stance whatsoever which supports the entry of 160 acre prorationing 

To the contrary, we f i n d any number of references i n the testimony 

which i s inalsputed, that indicate that wells i n the West Kutz FieL 

w i l l e f f i c i e n t l y and adequately drain more than 320 acres. 

I t i s in-disputed i n the record that there i s communication 

throughout the entire f i e l d , and that production from any point i n 

the f i e l d has an effect upon production elsewhere i n the f i e l d , and 

i t i s also indisputed i n the record that the amount of gas that 

would be recovered by d r i l l i n g two wells on 320 acres i s negligible 

I believe the testimony at present as to the effect that i t i s on 

the oraer of three-tenths to four-tenths of one percent, and there : 

further testimony that that quantity of gas would probably be 

dissipated during the process of d r i l l i n g an additional well. 

'6o that under the circumstances, i t may well be said that the 

requirement of the Commission that an additional well be d r i l l e d i n 

order to protect the applicant's correlative r i g h t s , would result 

i n actual physical waste. In addition to that, we have the 

circumstance that i f the gas may be recovered on 320 acre proration 

u n i t s , that would be recovered by the one we l l , then i t is a 

requirement on the part of the applicant who has developed on 320 

acre spacing that he spend money unnecessarily bringing the case, as 

I view i t , squarely within the provisions of the act governing the 

g 

i 

. 3 
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proceedings of the Oil Conservation Commission. 

I should lik e to direct the Commission's attention to what I 

consider to he the pertinent provisions of the Statute. I w i l l not 

attempt to read thea into the record since the Commission is f u l l y 

familiar with tnem, but I direct their attention to the provisions 

of Section 12-C and Section. 13-B, as Section 13-B has been amended. 

I c a l l your attention to the provisions of 12-C and the sentence 

which reads as followsi "In protecting correlative rights, the 

Commission may give equitable consideration to acreage, pressure, 

open flow, porosity, permeability, deliverability, and quality of 

the gas and to such other pertinent factors as may from time to tisw 

exist as insofar aa practicable prevent drainage from producing 

tracts in a pool which is not equalized by counter drainage." 

I should l i k e to direct the Commission's attention to the fact 

that before you get to the question of drainage, the language is 

permissive, i t uses the word "may". When i t gets to the question o 

preventing drainage i t is mandatory. I t says i t shall, any such 

order is to prevent that situation to occur. With respect to 13-B, 

the Commission is f u l l y familiar with that provision, i t has been 

discussed i n other cases. I t provides specifically that the Com­

mission shall take into consideration in determining proration orde 

the necessity or the requirement directly or indirectly on the part 

of the Commission's order to require the d r i l l i n g of unnecessary 

wells. 

I t is our position that the record as i t now stands, i t is 

undisputed that the effect of limiting the proration units to 160 

acres when development has been 320 acre basis, certainly that is 

> 
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order to prevent the movement of gas into an area which has been 

ore closely developed. With that brief statement, I should like tj) 

proceed to ca l l Mr. Greer as a witness. 

MR. KELLAHIN: I f the Commission please, i f the Commission 

please, we want to object to the Introduction of any further testimony 

in this case and as grounds therefore, refer the Commission to the 

applicant's application for the rehearing. I do not have a copy of 

i t , the only pertinent provision in the application for rehearing 

which sets forth any matter to be presented at said rehearing is 

contained in paragraph *+ of the application which reads as follows: 

"Movement would show the Commission that no evidence was 

offered ey any party at any of the hearings i n said case, which 

showed or tended to show that the proration units in this pool 

should be 160 acres. That on the contrary, the only evidence which 

was offered ty any party on this question as to the size which the 

proration unit should be, was the evidence of Stanolind Oil and Gas 

Company and Benson and Montin to the effect that the proration unit, 

in this pool Sxhould be approximately 320 acres. That under the 

state of the evidence in the record in this case, the standard gas 

proration unit should therefore be fixed at approximately 320 acres 

There is nothing else presented in the petition for rehearing 

except a reference to the record which has already been made In thi$ 

case which Stanolind saw f i t to l i m i t themselves to that extent, 

that is their privilege. 

In connection with our argument against the introduction of 

any testimony, I would like to refer the Commission to Hew Mexico 

Statute covering rehearings and appeals from the orders of this 

Commission. The section being Section 65322 of the 195^ compllatloiL 
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and i t is set out as Section 19 in the Chapter 168 of the l?1+9 com­

pilation. That section provides the procedure for securing a re­

hearing vhieh must be f i l e d within twenty days and so forth. Under 

Section E i t provides the method by which you obtain a court review 

and among other things i t reads as follows: "Providing, however, 

that the request reviewed on appeal shall be only request presented 

to tne Commission by the application for rehearing". 

I f the Commission is to proceed at this time and receive addi­

tional testimony upon which they could conceivably base a new oraer 

and we were forced into the position of taking the appeal, we would 

then be precluded by this Statute from presenting anything which wa: 

not presented i n their application for appeal. The application for 

appeal covers an attack on the record, as i t now exists they cannot 

now come back and supplement that record and thereby evade the pro­

visions governing appeals from this Commission. Had tney seen f i t 

to do so, they could have asserted in their application for appeal 

that we have additional testimony to present on this subject, or th: 

or this, and certainly under the Statute they would have been en­

t i t l e d tc do so. They failed to do that. They have, therefore, 

limited themselves to the record as i t now exists. They are at 

liberty to argue the record. We are at liberty to argue the record 

and whoever sees f i t can take an appeal within conformance of the 

Statute. I f the Commission follows the policy of permitting addi­

tional testimony, then we nor Stanolind would be In a position to 

take an appeal according to the Statute. 

We object to the introduction of further testimony in this cas< 

MR. SMITH: May i t please the Commission, I believe that Mr 

Kellahin*s statements are perhaps a l i t t l e bit more narrow than are 

_ 
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contemplated by the Statute or the application for rehearing. I t 

is fundamental that you make an application for rehearing, and i f 

the Commission turns you down then you go up on the record as i t 

then stands. It is discretionary with the Commission as to whether 

or not i t shall or shall not grant a rehearing. Our right of appeal 

is contingent upon the action of the Commission in denying the aotio 

This was a motion that was filed. In the discretion of the Commiss: 

i t has come forward and said, "Yes, s i r , we will have a rehearing" 

and set forth the terms and circumstances under which the rehearing 

will be conducted, i t being a discretionary act and the action of 

the Commission being set forth in the order granting the rehearing. 

The subject matter of this proceeding is the subject matter set 

forth in the order set forth by the Coamission which Mr. Kellahin 

referred to. I t is necessary that you have a denial of a motion 

before you can jo up. I t is necessary precedent i f the rehearing 

is granted that you go up on appeal based on the testimony and the 

evidence that ^as brought forth at the rehearing, and a l l the pro­

ceedings that may have been incorporated in that rehearing by reasor 

of the earlier action. I t Is fundamental that a rehearing is a 

hearing and that the door is open to everything that was in the 

record in thv original case. 

MR. ""TOCKMAR* T. B. Stockmar appearing for Frontier 

Refining Company. I think Mr. Smithes response to Mr. Kellahin*s 

objection is accurately enough stated, but I think i t begs the 

fundamental question of the scope of the rehearing which is the 

aatter that was within the discretion of Stanolind to apply for. 

They seem to have clearly limited the scope of this rehearing 

to the one issue of whether or not there is evidence in the record 

n. 

on 
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which supports the order. On behalf of Frontier, I would l i k e to 

concur heartily i n the objection made by Mr. Kellahin and make i t fojr 

Frontier. 

MR. REES-JONES: Trevor Rees-Jones, representing New Mexico 

Western Oil and Gas Company. I would also l i k e to concur in Mr. 

Kellahin*s motion. We came here for New Mexico Western Oil and Gas 

Company knowing only of the petition for rehearing which was entered 

in this case by Stanolind. As Mr. Kellahin and Mr. Stockmar have 

said, that petition for rehearing hinges on whether or not the 

record to date has any testimony which w i l l support the Commission's 

order. There was nothing in that petition to Indicate that we were 

to be faced with new testimony. There was nothing i n the petition 

to indicate that we would come forward with testimony of our own. 

MR. SMITH: May I have a copy of the order? 

MR. MACEY: The original order? 

MR. BRATTON: I would l i k e to make a statement on behalf 

of Darneille supporting Mr. Smith*s position i n presenting further 

testimony at this hearing. I believe the order of the Commission 

entered there, i t calls for a reconsideration of the provisions of 

Order R-566 pertaining to the establishment of proration units. 

Mr. Kellahin rises to the point that on appeal to the District 

Court either the proponents or opponents would be limited to the 

record based at the original hearing that the record now made could 

not now then be entered. I f he has a valid objection, which I doubt 

I think he is making i t prematurely. He can make i t at the time 

that the appeal is made to the District Court. He can move to 

strike what record is made at this time. The Commission has entered 

an order calling for testimony. Mr. Rees-Jones rises to the point 
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that he is not prepared at this time. I t is a serious matter to 

l i s client. I t is very definitely a serious matter to my client. 

I f he is not adequately prepared, he could move for postponement or 

continuance. 

I think very definitely Mr. Darneille desires to be heard. I 

think the matter is of sufficient importance to the Commission and 

to the industry to be fully considered as the Commission has so 

decreed i n i t s order. I support Mr. Smith's position. 

MR. FEDERICI: I concur with the statements made by Mr. 

Brattor, and further c a l l attention of this Commission to the partic­

ular matters that he was talking about i n the orders of the Commissi 

I t provides that matters to be considered on rehearing shall be 

limited to a reconsideration of the provision of Order 566 per­

taining to the establishment of proration units and to matters raise 

by petitioner's application. I t is double-barreled l n that partic­

ular order. How can this Commission reconsider i t s order unless 

i t does have some testimony which might d i f f e r from what has been 

introduced before? The purpose of the rehearing is to give the 

Commission something new, something additional to go on. In addlti< 

to what i t had before. I t is not an appeal. Mr. Kellahin is tryinj 

to make an appeal to you where you would review the record. Mr. 

Kitts and Mr. Kellahin know that the purpose of a rehearing is to 

have additional evidence that might bear on the question i n point. 

I really frankly feel that i t would be error for the Commissio] 

to deny a rehearing by reason of the statements made, or the conten 

of the application. 

MR. SMITH: I would lik e to inquire of Mr. Rees-Jones i f 

he doesn't have a witness here to testify? 

on. 

d 

n 
1 

L 
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MR. REES-JONES: May i t please the Commission, Mr. Eratton 

didn't quote me right . My point is the legal point that in the stat 

of this record, we are not under notice that we are supposed to 

appear to give testimony. Stanolind has made quite a point of the 

fact that the record to date has no testimony i n i t which supports 

the Commission's order,that is the one legal point on which they can 

rely. They are faced with a dilemma since they now have appeared 

and want to put testimony on themselves. I f the testimony is cumul­

ative, then I say the Commission need not hear the testimony. I f 

they have new testimony to offer, then i n their petition for re­

hearing why was that point not made? I am not making the statement, 

however, on behalf of New Mexico Western Oil and Gas Company that 

I do not have a witness here. I state that on the state of the 

record, I am not on notice that I should bring testimony to this 

hearing. 

MR. SMITH: I should l i k e to make inquiry of Mr. Stockmar 

i f he does not have a witness here. 

MR. STOCKMAR: We came here to reconsider the provisions 

or the language of Order R-566. I feel certain that the applicatior 

and the order of the Commission would permit arguments to be made 

as to the weight to be given to the evidence that was in the order. 

We have present Dr. Glenn Barker, an official of the Frontier Re­

fining Company, who would be prepared to participate in such an 

argument. He could be called as a witness if testimony were given* 

Our purpose in coming here, however, is to argue with you as to the 

issue raised by your application for rehearing which is, in our 

view, very strictly limited to whether or not the evidence now of 

record support? tha Td'pr of t-.^e Cr>™*qi -minn. 
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MR. SMITH: I should like to ask Mr. Kellahin i f he does 

not have a witness available. 

MR. KELLAHIN: The question, I think, is highly improper. 

I t has no bearing on the question before the Commission on the basin 

of my objection. I t is immaterial to this Commission at the presenl; 

time i n ruling upon this objection, whether anybody i n this room has 

a witness prepared to tes t i f y or not. The question is going to be 

the ruling of the Commission. Then i t is incumbent upon any opera­

tor to put on any testimony in the event i t is necessary to do so. 

Whether you have a witness to te s t i f y or not is immaterial to the 

ruling on my objection to this testimony. 

Mr. Federici and Mr. Bratton have brought i n the question of 

this order granting the rehearing. The language of the order says 

they were going to reconsider the portion of the rule pertaining to 

proration units. That reconsideration is based upon Stanolind 1s 

application for a rehearing which is based exclusively upon the 

record which ls made. The Commission can, under the terms of the 

application, reconsider the provisions of the rule governing pro­

ration units as provided i n their order based upon the record, which 

is already before the Commission, and any argument that may be made 

for or against such units as may be determined taken from the record 

as i t now exists. 

I t has no, there i s nothing i n the language In that order which 

would indicate in any way that additional testimony is going to be 

received by this Commission, and as Mr. Stockmar has pointed out, 

they are without notice, the New Mexico Western is without notice 

insofar as the legal aspects of the case are concerned, that 

additional testimony would be received or would be required. 
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MR. FEDERICIJ The very fact that the parties who are makin, 

objections have witnesses is very important for this reason. They 

claim now, we are surprised; therefore, we can't go ahead with the 

hearing. I t goes to show that these parties knew what was coining 

up and therefore there is no reason for disallowing the rehearing 

at this time. 

MR. KELLAHIN: I would l i k e to point out that I did not say 

I had brought a witness here. I am entitled to any engineering or 

geological counsel I have. 

MR. BRATTON: Do you wish to ask for time or produce witness 

MR. KITTS: I didn't know anyone was surprised. 

MR. STOCKMAR: We are not very much surprised. We are 

strongly of the opinion that the attempt should be denied. They 

should be limited to arguments as to the record as i t now stands. 

I don't know anyone was claiming surprise, that is the point. 

MR. MACEY: Gentlemen, Mr. Kellahin's motion is sustained. 

Any argument i n this case w i l l be limited to the argument of the 

record as i t exists. 

MR. SMITH: May i t please the Commission at this time, I 

make tender of proof of the evidence which has been excluded by the 

Commission. I would l i k e to c a l l Mr. Greer as a witness for the 

purpose of making my b i l l of exceptions. 

MR. MACEY: Proceed. 

having been f i r s t duly sworn, te s t i f i e d as follows: 

DIRECT EXAMINATION 

By MR. SMITH: 

Q Mr. Greer, you testified i n Case 696 on the orieinal hear-

es? 

• 
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i ng , I believe? 

A That is correct. 

Q At this time I should l i k e to ask you i f you have available 

information with respect to the stage of depletion of the reservoir 

at the time of the original hearing. What was the stage of depletic 

of the reservoir with respect to the i n i t i a l reserves i n place? 

A This has to be as of the time of the hearing? 

Q You can te s t i f y as to the time of the hearing and bring i t 

on up to date, 

ME. REES-JONESi As I understand the ruling of the Commissic 

there was not to be the introduction of any new evidence and the 

argument would be solely concerned with the record prior to today. 

Is that not correct? This i s for c l a r i f i c a t i o n . 

MR. MACEY: That is correct. 

MR. REES-JONES: Then I object to the introduction of any 

evidence by Stanolind Oil and Gas Company through Mr. Al Greer, the 

witness, who is now on the stand. As I understand i t , Mr. Greer 

is an engineer whereas we are today going to be limited to legal 

argument as to whether or not the record to date supports the 

Commission's order. There is no place for the Introduction of any 

testimony by an engineer. 

MR. SMITH: Perhaps you didn't understand the purpose of 

putting the testimony on. I am preserving my b i l l of objections. 

MR. RESS-JONES: I aa objecting to introduction of any 

testimony. I understand what you are doing. 

MR. HOWELL: May I suggest i n the interest of time and a l l , 

that I t would be proper for Mr. Smith to make his b i l l of exceptions 

before the reporter later on i f necessary, and make a complete b i l l 

in 
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at that time without taking the time now to go into the testimony 

tfhich he wishes to tender and which has been excluded. 

MR. KELLAHIN: I agree with Mr. Howell and the matter of 

proof should be made by Mr. Smith himself by virtue of statement to 

the Commission as to the purpose. There Is no need to c a l l Mr. 

Greer as a witness now i n order to make the offer. 

MR. FEDERICI: I don't know i f that ls a proper way to pre­

serve the exceptions or not. The Supreme Court says you go into 

the testimony you are going to bring out and the offer of the attor­

ney would not be considered sufficient. That is the point I would 

have to discuss with my attorney here. I f the Commission w i l l give 

me just a second here. 

MR. MACEY: We w i l l take a short recess. 

(Recess.) 

MR. SMITH: I believe there was a question asked and the 

objection, and the Commission hasn't ruled as yet. 

MR. KITTS: What was the question? 

MR. SMITH: I asked the question and Mr. Rees-Jones objected, 

and I don't believe there was a ruling yet. 

MR. STOCKMAR: Prior to any ruling, I would l i k e to make 

the same objection on behalf of Frontier. 

MR. KELLAHIN: I would l i k e to make the same objection on 

behalf of Western Development Company. 

(Testimony and objection read.) 

MR. MACEY: The objection is sustained. 

MR. KITTS: The Commission, i n sustaining Mr. Kellahin's 

motion, the effect of that ruling is that no new evidence w i l l be 

heard at this hearing i n this cage aad that the matter for consid-
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eration here is confined to the record as made. We feel that under 

the scope of our ruling, that any tender or offer of evidence which 

pertains to new matter is therefore Improper, and that the applicant 

has an appealable ruling of the Commission by our sustaining of Mr. 

Rees-Jone's motion. The applicant, however, wishes to make this 

tender to preserve i t s record on appeal, i f appeal is taken. For 

that reason the applicant may make his tender to the reporter. 

So far as the question goes of sustaining or denying the tended, 

we are assuming that the offer of proof relates to new matter. 

However, there is a slight possibility that the tender could includ^ 

matters of argument on the record which would be properly i n the 

scope of this rehearing, and therefore, we do not want to be i n 

the position of denying i t , denying some matter that might be pro­

perly within the scope of the rehearing. For instance, i f I t were 

a matter of argument or pointing out claimed deficiencies in the 

record. We understand the tender w i l l pertain to new evidence which 

could not be heard in this rehearing. We w i l l not rule on that 

u n t i l we see that perhaps there is some matter of argument properly 

within the scope. 

MR. STOCKMAR: I f there is such a tender, i t can properly 

be tendered at this time. 

MR. KITTS: We could not wish to deny the tender sight un­

seen where there might be something i n there where the Commission 

might be in error on the scope of i t s own ruling. 

MR. STOCKMAR: I t is within the power of the proponents 

to make such arguments at this time. I object to the permitting of 

the tender simply because i t might be something they are properly 

authorized to give at this time. I f there is something within the 
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rehearing which they may argue about now, they should do i t now. 

We object strenuously to there being i n the record, evidence or 

testimony and arguments which are not properly subject to cross 

examination and rebuttal testimony. 

MR. KITTSt Perhaps we might be able to clear this matter 

up by asking the applicant at this point i f there is anything i n 

the tender which is argument on the record as we now hav i t . 

MR. REES-JONES: I w i l l object, i f the Commission please. 

I w i l l hold my objection i f Mr. Smith wants to answer. 

MR. KITTSi I don't mean pertaining to the subject. 

MR. REES-JONES: My point is that we object to the intro­

duction of any testimony in this hearing today. There are two 

matters which the Commission can consider. I t can consider testimor 

which comes from witnesses sworn and placed on the stand. I t can 

consider argument which is generally here made by counsel, but can 

be made by others and properly so. In today's hearing i f Stanolind 

Oil and Gas Company wants to argue through Mr. J. K. Smith or Mr. 

Bratton or anyone else as to the testimony heretofore taken by 

the Commission, I think they should have the right to make such 

an argument and be heard. 

However, New Mexico Western Oil and Gas Company here and now 

objects to the introduction of any testimony. I cannot see that 

the introduction of any testimony from any witness sworn and 

placed on the stand would be proper. You made the point that some 

of the testimony is in the nature of argumentative testimony. I 

believe any argument can come in unsworn through attorneys or engine 

who want to get up now and speak to the Commission, no evidence 

should come in at this hearing through sworn testimony from the 

y 
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stand. We are limited to the record as i t now stands and can make 

argument on the record as i t now stands. 

MB. KITTS: The objection was to hearing any new testimony. 

MR. REES-JONES: The word "new". I object to the hearing 

of any testimony. I think i t is i n accord with the Commission 

ruling this morning on Mr. Kellahin*s motion that no testimony be 

taken. We are limited to the record to date and no new testimony 

or no testimony of any nature whether new, whether pertaining to 

matters already in the record, should be introduced today. We 

object to the introduction of any testimony. 

MR. KITTS: Can representatives of the applicant answer the 

question I asked before the objection? 

MR. SMITH: Ask the question again. 

MR. KITTS: Does any of the evidence contained i n the tender, 

is i t argumentative, is any of i t argumentative material or materia] 

by way of argument on the record as i t now stands? 

MR. SMITH: I may answer that question by saying i t is both. 

MR. MACEY: Mr. Rees-Jones* objection is sustained. This 

Commission w i l l hear no new testimony in this matter. 

MR. SMITH: Do I understand from the Commission ruling that 

our tender of testimony is also refused? 

MR. MACEY: Yes, s i r . 

MR. BRATTON: I would l i k e to o f f e r the testimony of Mr. 

George J . Darneille and do I understand that the Commission w i l l mal 

the same r u l i n g and r e j ec t the tender of his testimony i n th i s 

matter? 

MR. MACEY: Yes, s i r . 

MR. SMITH: I would l i k e also to tender the testimony of 

e 
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Mr. R. J. Hiltz, the same ruling on that, I assume? 
ME. MACEYi Yes, sir . 

MR. BRATTON: To clarify the record, do I understand that 

we are not allowed to tender into the record their testimony as 

they would testify to i f permitted? 

MR. MACEY: That is right. 

MR. BRATTON: On behalf of Mr. Darneille, we except. 

MR. SMITH: On behalf of Stanolind we except to the ruling. 

MR. FEDERICI: To clarify the record, the word tender as 

used here means offer of proof, correct? 

MR. KITTS: Proof of what? 

MR. FEDERICI: Offer of the proof that we intended to put or] 

MR. WALKER: You are referring to new testimony or testimony 

that you intend to argue on the record? 

MR. FEDERICIt Both. 

MR. WALKER: In other words, you intended to argue the 

record as well as introduce new testimony? 

MR. FEDERICI: I think so. Perhaps a l i t t l e bit of both, 

as Mr. Smith said. 

MR. MACEY: We are in no way forestalling any arguments 

that anyone might want to put on here today as far as any type of 

argument, but there will be no testimony. I f anyone wants to stand 

up and be heard in the matter, let's proceed. 

Gentlemen, the Commission is reversing its decision regarding 

Mr. Jones' objection to Mr. Greer's testimony. This Commission 

will hear any testimony concerning matters which are contained in 

the original record. Any counsel directing questions toward any 

w-lr.riofi« flhflll nnnflrw Ms qii«Rt.1nns tn ftvldnnftft wh1 nh 1s nnntslnflrf 
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i n the original record. Does everyone understand? 

MR. SMITH: No, s i r . 

MR. WALKER: What don't you understand? 

MR. SMITH: I don't understand the statement meaning that 

additional testimony can be put on yet i t can't be. 

MR. WALKER: There is no misunderstanding on the part of 

the Commission. We mean you are not going to introduce any new 

evidence, that does not pertain to the original record. 

MR. SMITH: I f the point was i n the original record, addi­

tional testimony can be put i n on that point. Just what testimony 

can we put i n , I would like to know, because I have to ask the 

questions. What is the nature of the testimony that we could put 

in under the ruling? 

MR. WALKER: What testimony did you intend to put in when 

you asked for the rehearing? 

MR. MACEY: You didn't intend to put any new evidence in? 

MR. SMITH: I think we did. 

MR. MACEY: Your application doesn't say so. 

MR. SMITH: I t isn't necessary. 

MR. STOCKMAR: I t seems to ae that the existing record 

contains the evidence and is the evidence which may be again weighe< 

or reconsidered. Any testimony would have to be limited to s t r i c t 

repetition of the language that ls already i n the record, and 

therefore completely useless. 

MR. KITTS: Let me make one statement here. This was of 

primary concern to the Commission a minute ago. We had ourselves 

i n the position of refusing to hear any testimony. Now, perhaps 

the applicant, this would put us i n this position, perhaps the 
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applicant could put on a witness who is an expert in examining and 

discussing records. Have you studied this record? Yes, s i r , I hav<! 

studied i t for forty-five hours. Do you find on the basis of your 

study, do you find any reference at a l l to, say, 160 acre proration 

units? Yes, s i r , I do. Are there many? No, there are a few. 

That would be the gist of i t . 

MR. SMITH: Are you talking about the record i n the case? 

MR. KITTS: Yes. Would you review the testimony, and these 

are the questions that might be asked, would you review the t e s t i ­

mony and give i t i n some reasonable form to the Commission, that 

evidence pertaining to 320 and 160 proration units? The applicant 

could very l i k e l y put that on and that would be his testimony. 

MR. STOCKMAR: Isn't that testimony i n the realm of deter­

mining a legal question as distinguished from a factual question? 

MR. KITTS: I don't see what would prevent them from calling 

a witness for that purpose. I think that type of testimony, I 

don't know what the applicant has i n mind. That type of testimony 

would be pertinent i n the nature of a comment on the record and a 

pointing out to the Commission what references there were to, say, 

160 acre units and what to 320 acre units. That - we would be in a 

position by a previous ruling a few minutes ago of denying that, 

even that. That is the Commission's fear. 

MR. STOCKMAR: Isn't that an appropriate denial where the 

question is a question of law and not a question of fact which can 

be adduced by testimony? We can have opinions with respect to what 

the law might be, and those might be stated by counsel. But i t is 

not a pertinent question as to whether or not the evidence supports 

your order. That is a legal question. I think the comments ought 
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to be limited to legal opinions. 

MR. KITTS» When a Commission such as this is as concerned 

with the record of the parties to the hearing, they are naturally 

interested i n preserving as perfect a record as they can. I agree 

with you that that knowledge certainly is commonly in the realm of 

legal argument. 

On the other hand, can that always be anticipated what turn 

certain lines of testimony might take? I think quite possibly that 

a witness without arguing the legal point could point out here and 

there just confining his comments to the record, not arguing, when 

the evidence is substantial, but merely pointing out the evidence 

i n summary form. 

MR. STOCKMAR* We have no objection to statements to that 

effect. I t seems outside the realm of testimony. 

MR. KITTS: Well, the question also, could you properly 

deny the right of an applicant to put i t i n that form i f that is 

the way that they state that they can most beneficially produce 

their case? 

MR. STOCKMAR: You could deny the engineer a position of 

an expert what the legal question i s . 

MR. KITTS: I think we have explained our reluctance to cut 

off a l l testimony whatsoever. We have ruled there shall be no new 

evidence pertaining to the matters brought out in the last hearing. 

That this hearing should be confined to the record as i t exists, and 

to determine the question whether or not that record, the record 

sustains the order as entered by the Commission. I don ft know how 

we can put i t any more clearly than that. 

MR. WALKER: I think we can clear this up one way or the 
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other. I t is the decision of the Commission to reverse i t s e l f on 

the ruling of Mr. Jones, also Mr. Smith, Mr. Bratton, Mr. Federici. 

We reversed ourselves to you and anyone else who has any testimony 

or witnesses you wish to put on. We w i l l take l t as i t comes, eith< 

deny i t or what have you. We w i l l take i t just as i t comes, Mr. 

Smith, i f you wish to continue with Mr. Greer. 

MR. KELLAHIN: I would l i k e to note for the record an 

exception to the Commission's ruling i n regard to the testimony. 

MR. STOCKMAR: Same on behalf of Frontier Refining Company. 

MR. REES-JONES: New Mexico Western Oil and Gas Company 

excepts. 

MR. MACEY: The record w i l l so show. 

MR. SMITH: I assume that the Commission ruling on the 

question asked Mr. Greer s t i l l stands? 

MR. MACEY: We would appreciate i f you would start from 

scratch. 

(Original question read.) 

MR. STOCKMAR: I think right with the f i r s t question might 

be the time to get a clar i f i c a t i o n of the status under which we are 

proceeding. Is i t the Commission w i l l accept any testimony without 

reservation, any testimony offered, or i t w i l l review each phase 

of testimony and determine i f i t is new testimony or not? 

MR. WALKER: Each phase, you have a perfect right to object 

to any question that counsel puts. 

MR. STOCKMAR: Then we object to this particular question 

covering matters outside the scope of the record. 

MR. KELLAHIN: We join in the objection. 

MR. SMITH: I think the subject matter is covered i n the 

i r 
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question. The reserves were covered i n the record as before the 

Commission now. 

MR. STOCKMAR: Would you point that out to us? 

MR. KELLAHIN: The question goes further than that, i t i n ­

cludes the status of depletion at the time of the hearing, and I do 

not think there was any testimony i n the record on that phase. 

MR. SMITH: May i t please the Commission, the record Is be­

fore the Commission. I t is not my duty to point out a specific 

place. 

MR. STOCKMAR: That is my precise point. That i s , a l l the 

evidence that is admissible is before the Commission and can be 

read by the Commission at i t s leisure. 

MR. WALKER: The Commission puts the burden of proof on you, 

Mr. Smith. 

MR. SMITH: Thank you, Mr. Commissioner. In the interest oi 

time I w i l l proceed with other questions and at the f i r s t opportunit 

I w i l l try to satisfy Mr. Stockmar. 

MR. MACEY: The Commission goes ahead with i t s decision that 

Mr. Smith is ready to proceed. Proceed with other questions, Mr. 

Smith. 

Q Mr. Greer, there has been testimony in this ease with re­

spect to the relative pressures of areas within the f i e l d developed 

on 320 acres and on 160 acres. By way of i l l u s t r a t i o n of such tes­

timony I w i l l ask you i f i n your opinion there is a tract of land 

comprising 320 acres upon which are located two wells and offsetting 

i t a tract of land comprising 320 acres upon which is located one 

well. Under the present proration formula which has been issued 

by the Commission, would there he drainage, assuming nonrii tlnnc of 

> 
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deliverability be the same between two tracts of land? 

MR. i.ELLAHIN: We object to the question as covering new 

matter i n that i t calls for the application to existing facts as 

of today, the proration formula which was adopted previously to the 

hearing, and is not in the record. Further, i t calls for an expert 

opinion applied to existing facts which though they may have existed 

and be i n the record of the original hearing, presents new testimony 

in that i t is expert testimony offered for consideration of the 

Commission at this time and is not necessarily testimony reviewing 

the old record. I t is new testimony. 

MR. SMITH: I disagree with counsel based upon the record 

as made. The testimony now is to what the law is now. 

MR. WALKER: Objection sustained. 

Q Mr. Greer, i t is my understanding that there is testimony 

i n the record that there is a variance i n pressures from one area 

of the f i e l d to another. I w i l l ask you i f from examination of the 

record, I believe you have te s t i f i e d that you have been present 

a l l through the preceding hearings and that you had occasion to 

examine the transcript of those proceedings? 

A Yes, s i r . 

Q I w i l l ask you from your examination of that transcript, 

i f the fact that there exists a differ e n t i a l indicates to you that 

there is drainage from one area of the f i e l d to the area of the 

lower part of pressure. 

MR. KELLAHIN: We object to the question in that i t at 

this time calls for an expert opinion which would constitute new 

testimony. 

MR. WALKER; Objection sustained. 
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MR. SMITH: I would Ilk© to state to the Commission that i f 

the witness were permitted to testify, that he would have testified 

that the lower pressures indicate drainage to a particular area. I 

should like also to point out at this time to the Commission that 

the record is complete as to the fact as to lower pressures that 

have been developed on the 160 acres and I make the offer of proof 

at this time. 

MR. MACSY: Any objection to counsels offer of proof? 

MR. KELLAHIN: I object to the offer of proof for the same 

reason stated. I do not want the Commission to allow a pattern to 

be set for offering expert testimony at this rehearing in view of 

the Commission's ruling on the question cf receipt of new testimony 

any expert opinion offered would necessarily be new testimony which 

could have been offered at the prior hearing, but was not. I t may 

have been, I don't know. 

MR. MACEY: Objection sustained. 

MR. SMITH: Do I understand the Commission's action with 

respect to the preceding question, I t is to have the same effect 

as the one that I just stated? I don't know i f I made myself clear 

or not, probably not. But I want i t understood that the action of 

the Commission i n sustaining the objection of Mr. Kellahin in 

each instance is the same. 

MR. WALKER: As long as the Commission considers i t new 

testimony, that is right. 

MR. SMITH: I might state at this time I am having extreme 

d i f f i c u l t y i n understanding the distinction that ls being made with 

respect to what constitutes new testimony and what does not consti­

tute testimony. Tn fiff«nt, an T nnr̂r«c;t-.an/i <--h° ̂ Ung «f the 
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Commission, and I want them to correct me i f I am in error, i t is to 

say that any words that Mr. Greer utters over there is bound to be 

aew testimony. I would l i k e to be cla r i f i e d i n that point. 

MR. WALKER: Would you li k e for the Commission to cla r i f y i t 

MR. SMITH: I would l i k e for the Commission to set me 

straight on this. I have an honest desire to put before the Commis­

sion what I consider to be true facts and true arguments i n the 

case. I made no attempt to stand on technicalities. I trie d to 

get the entire case before the Commission, as I think i t should be 

put. I think that the rather technical objections being urged 

have led the Commission, and I know i t has led me into a great stage 

of confusion as to what type of testimony we can be permitted to 

put on and what type we can't be permitted to put on. I would 

like to help the Commission and I would lik e to have a l i t t l e guidan 

MR. WALKER: As long as you put a question to the witness 

and there is objection, the Commission w i l l base i t s decision upon 

whether or not we think i t is new testimony. Would counsel think 

i t would help matters i f we had a ten minute recess? 

MR. SMITH: I think i t would 

(Recess.) 

Q Mr. Greer, I believe you test i f i e d on June 19, 1952 before 

the Oil Conservation Commission in Cases number 363 and 377 which 

were consolidated, as follows: 

" I would lik e to go a l i t t l e further with our reserve figuring 

that the line pressure w i l l eventually be lowered to 150 pounds. 

We w i l l ultimately recover about 95i MCF per acre foot, which for 

HOS feet of pay is about 3,850,000 cubic feet per acre. That is a, 

we feel, a quite reliable figure. We have behind i t a l l of our 

? 
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reservoir work, our net pay thickness, porosity and connate water 

ana reservoir pressure, which we can measure quite accurately, and 

we feel that that figure is more accurate than can ordinarily be 

obtained i n gas field s . 

Now, the productivity of the wells that we have now completed 

indicate a capacity to produce into the line of about 550,000 cubic 

feet per day, wfticn is on the order of 16,000,000 cubic feet per 

month. Mow, with the reserve of 3,850,000 cubic feet per acre and 

a productivity into the line of 16,600,000 cubic feet per month, 

our wells w i l l produce into the line at a rate which w i l l deplete 

about h 3/10 acres per month of ultimately recoverable reserves, 

or about 52 acres per year. That is a, that indicates a relatively 

high capacity to produce as compared to reserves. That is a figure 

that we think is important. 52 acres a year i n i t i a l deliverability 

into the li n e , when we talk about 160-acre spacing is almost 

ridiculous." 

Question: "As the area is d r i l l e d up that rate of production 

w i l l , of course, drop off i t , w i l l i t not?" 

Answer: "That is true. The closer the spacing, the faster 

the pressure w i l l drop o f f , and the faster the rate of production 

w i l l accordingly drop o f f . " 

"MR. SPURRIER: Mr. Greer, do you mean 52 acres per well?" 

Answer: "Yes, 52 acres per w e l l , per year." 

v. Do you r e c a l l giving that testimony? 

A Yes, s i r . I do. 

Q Is i t a reasonable conclusion that indicates a r e l a t i v e l y 

or extremely rapid rate of depletion? 

MR. REES-JONES: I object to that question as an attempt 
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to e l i c i t new testimony. 

MR. MACEYs The motion of Mr. Jones i s sustained. 

MR. SMITH: I should l i k e to off e r to the Commission that 

i f Mr. Greer t e s t i f i e d that he would have stated that i s an extreme! 

rapid rate of depletion. Hay i t please the Commission, in view of 

the Commission1s attitude and my attempt to exploit the realm of 

questions to ask this witness, i t i s my considered opinion that the 

Commission w i l l not accept any testimony from the witness on the 

stand, i t i s my opinion that further proceedings i n this connection 

by way of witnesses i s f u t i l e and under the circumstances, I am 

going to excuse Mr. Greer from the stand; and I am s t i l l o ffering 

tne tender of testimony of the other witness. But uxider the circum­

stances, I think that i t i s consuming time unnecessarily and not 

accomplishing the effect that I was tr y i n g to s e l l the Commission 

on, the idea that the argument was wrong to start with. The idea 

I had i n minu of trying to s e l l t h i s Commission on the idea. 

MR. WALKER: Does anyone have any further questions to ask 

of Mr. Greer? I f not the witness may be excused. 

(Witness excused.) 

MR. WALKER: Does anyone wish to offer objection to the 

testimony given by Mr. Smith, the offers that you have made here? 

MR. SMITH: I was tal k i n g . 

MR. MACEY: You tendered the of f e r of testimony to t h i s 

Commission? 

MR. SMITH: That i s r i g h t . 

MR. MACEY: We refuse the o f f e r . 

MR. SMITH: A l l r i g h t . I would l i k e to c a l l Mr. H i l t s . 

y 
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having f i r s t been duly sworn, tes t i f i e d as follows: 

DIRECT EXAMINATION 

By M£. SMITH: 

Q Mr. Hiltz, you were present when Mr. Greer testified at the 

hearing on the original hearing in Case 696? 

A Yes, s i r , I was. 

Q Do you recall Mr. Greer's testimony with reference to the 

amount of gas that would be made available by reason of d r i l l i n g 

an additional well upon 320 acre tract? 

A Yes, s i r . I t is my recollection that he test i f i e d that the 

adaitional well d r i l l e d on a 320 acre tract would recover an addi­

tional volume of gas less than one percent of that originally i n 

place. 

Q Have you made any calculations similar to those made by 

Mr. Greer? 

MR. REES-JONES: I object to that question. 

MR. MACEY: Sustained. 

MR. SMITH: I asked i f he made a calculation. I t is not 

testimony yet. He is not testifying what the calculations are. 

MR. REES-JONES: My objection goes to the question. The 

record speaks for i t s e l f . The testimony is already i n . The witness 

cannot be permitted to introduce any new testimony.Wnether or not 

he made any new calculations is immaterial. 

MR. MACEY: I sustained the objection. 

MR. SMITH: I would l i k e to state to the Commission that 

i f Mr. Hiltz were permitted to tes t i f y that his answer would be 

t h a t he made such c a l c u l a t i o n s and th a t they nnnfi rmori r . h n g c rh f if 
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were made by Mr. Greer, using a different approach from that used 

by Mr. Greer. 

MR. STOCKMAR: We do not object to your tender of Mr. Greer 

possible testimony on the basis of the assumption that he would 

tes t i f y in the same manner that he previously tes t i f i e d to. But 

I do object to your tender of possible testimony of Mr. Hiltz on 

the matter to which he has not previously testified. 

MR. SMITH: I have no further questions of Mr. Hiltz. 

MR. WALKER: Anyone else have any further questions of Mr. 

Hiltz? I f not, the witness may be excused. 

(Witness excused.) 

MR. SMITH: That is a l l for Stanolind at this time. 

ME. MACEY: Does anyone have anything further i n this 

matter? 

MR. BRATTON: I would lik e to c a l l a witness, Mr. Chairman. 

y o RGE j . u s m i u i 
having f i r s t been duly sworn, testified as follows: 

DIRECT EXAMINATION 

By MR. BRATTON: 

Q Will you state your name, please? 

A George J. Darneille. 

Q What is the nature of your interest i n this proceeding, 

Mr. Darneille? 

A I purchased what used to be the interest of Benson-Montin 

in the Gallegos Canyon Unit, and my interest is in the allowable 

that is given to each of the wells for the obvious economic factors 

involved. 

Q Do you own the working interest previously owned bv Benson 
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and Montin in the Gallegos Canyon Unit? 

A I do. 

Q What is the percentage of that l n relation to the total are* 

in the unit? 

MR. REES-JONESi I object to any further questions from this 

witness on the ground i t is an attempt to introduce new testimony. 

He did not even testi f y in the prior hearing i n this matter. The 

most testimony that he could give would be cumulative, repetition. 

MR. MACEY: The objection to that particular question is 

sustained. 

MR. BRATTON: I offer to the Commission that i f the witness 

were allowed to t e s t i f y , he would te s t i f y that he owns 32$ of the 

working Interest i n the Gallegos Canyon Unit. 

Q Mr. Darneille, have you read the record i n the proceedings 

i n this matter previously? 

A I have. 

Q Can you state to the Commission, Mr. Darneille, the economic 

consequences to you of an order setting up 160 acre proration units 

i n the West Kutz Field? 

MR. REES-JONES: I must object to that question on the ground 

i t is an attempt to e l i c i t from this witness new testimony. 

MR. WALKER: I w i l l sustain the objection. 

MR. MACEY: The objection is sustained. 

MR. BRATTON: I offer to the Commission, he would have tes­

t i f i e d i f allowed to t e s t i f y , that under the order of the Commissioi 

requiring 160 acre proration units, i t would be an economic loss to 

Mr. Darneille i f he failed to d r i l l wells on, additional wells, on 

tracts where there ls now located one well to 320 acres, and that I t 

11 
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would be an even greater economic loss to him i f he dr i l l e d addition 

wells to a density of 160 acres, one well to 160 acres. I have no 

further questions of Mr. Darneille in view of the Commission's 

ruling previously expressed. 

MR. WALKER: Any further questions of the witness? I f not 

the witness may be excused. 

(Witness excused.) 

MR. MACEY: Does anyone have anything further i n this case? 

MR. SMITH: Apparently the other counsel are expecting some­

one to lead off on the legal argument. Do you care to hear the 

legal argument at this time? 

MR. MACEY: Is the statement that Mr. Smith made true, or is 

everyone prepared, or w i l l they be prepared to go into legal argu­

ment at one o'clock? You have no testimony or witnesses? 

MR. KELLAHIN: In view of the state of the record, we would 

not want to offer any witnesses. We want to present legal argument, 

I presume the proper procedure, the proponents of the application 

would have the right to open and close. We would present our 

argument following Stanolind's. 

MR. STOCKMAR: Frontier is in exactly the same position. 

MR. SMITH: I would like to make one inquiry. I f you are 

planning to recess at this 'time, I don't know i f i t is a proper 

inquiry at this time. At this time I wonder i f the Commission 

would express to me the basic reasons which motivated their setting 

the order up on 160 acres instead of 320 acres. The reason I make 

this inquiry, that having read the record completely through, i t is 

my considered opinion that there is nothing in the record as i t 

now stand P. to support the 160 acre. Under the circumstances, in 

al 
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order to properly gauge my legal argument 1 should like to know whai 

the factors were that influenced the Commission, 

MR. KELLAHIN: I object to counsel Inquiring into such a 

matter. I don't feel i t is proper for anyone to inquire into the 

factors that motivated a Commission in entering an order. The 

weight given to any particular testimony and so forth, certainly 

cannot be inquired into. The record speaks for i t s e l f . Mr. Smith 

had the opportunity to examine i t , and i f i t is his position that 

there is nothing i n there to support the order, i t is for him to 

present by argument, not by inquiry of the Commission and put them 

on the spot at this stage of the proceedings. 

MR. KITTS: I t is the Commission's feeling that i n seeking 

the rehearing and review of the record, the burden is upon you to 

show to the Commission where that order is invalid or unsupported 

by the evidence, and to go to any extent you wish to in reviewing 

the record and making reference to the record to show that. We 

do not feel that is a burden upon us in any manner to give such a 

statement. 

MR. SMITH: I didn't imply or mean to imply that i t was a 

burden on the Commission. I was only making an honest inquiry so 

I could more intell i g e n t l y gauge my argument without taking a l o t oJ 

time to explore the record. I thought i t might be a proper inquiry 

I agree i t is not to the burden of the Commission to explain their 

reasons for anything they do. 

MR. MACEY: We w i l l recess u n t i l 1:15. 

• 
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AFTERNOON SESSION 

MR. MACEY: The hearing w i l l come to order please. The 

Commission would l i k e the record to show in this case that a l l ten­

ders of proof made this morning were rejected. There is a question 

as to whether or not the record w i l l show that. We wanted to c l a r i l 

the record in that matter. 

Mr. Smith, are you ready to proceed? 

MR. SMITH: May i t please the Commission, at the outset of 

these proceedings I stated what I considered our legal position to 

be with respect to the Statute. I do not consider i t necessary to 

repeat those arguments. I think the record is substantially clear 

as to our position so far as the authority of the Commission is con­

cerned respecting the order that was entered. 

At this time I should lik e to go into the record that has been 

made in this case in an attempt to point out the deficiencies with 

respect to the order that was entered insofar as i t reflects support 

for 160 acre proration unit, and to point out the strength of the 

record insofar as i t supports the 320 acres. Also I would lik e to 

make as strong an appeal as I can to the Commission's sense of 

fairness and equity in this matter. I have examined the several 

transcripts of testimony which have been introduced into evidence, 

and there is only one place i n the record that I see any reference 

made to the desirability of 160 acre spacing. I w i l l come to that 

later. 

I would l i k e to direct the Commission's attention, however, to 

certain excerpts of the testimony from the hearing on July l'<+, 

195*+, which is the hearing subject to this rehearing. On page 5 of 
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the transcript you will find the statement, which is unchallenged 

i n the record, that at the hearing on December 19, 1950 on spacing 

in the San Juan Basin, there was no engineering data or other evidence 

entered into the record to support spacing of 160 acres or any other 

spacing pattern. Mr. Greer's testimony on that matter is unchallenged. 

I direct the Commission's attention to i t s records to see i f 

there is anything in there which would contradict Mr. Greer's 

testimony in that respect. The findings from which Order No. 

was established, was the f i r s t hearing in which there was any eng­

ineering aata or evidence relative to spacing presented to the 

Commission. One of the Commission's findings which appears i n Ordei 

R-172 was that the wells d r i l l e d to the Pictured C l i f f s formation 

would ef f i c i e n t l y and economically drain 320 acres. At that time 

apparently the Commission f e l t that the 320 acre spacing met the 

requirements of the Statute insofar as efficient and economic 

drainage is concerned. As long as there is a proper allocation 

formula, i t is possible to have wells d r i l l e d on 320 acres, and wells 

d r i l l e d on 160 acres in the same source of supply which w i l l allow 

production from each well in such a fashion that the correlative 

rights would be protected and the f i e l d e f f i c i e n t l y and economically 

produced. 

We recommended certain rules with respect to the application oi 

the proration formula which was adopted by the Commission. I would 

like to direct the Commission's attention to the fact that applica­

tion of the rule which we have proposed w i l l not i n any way take 

away any property belonging to the opponents. Those people who have 

developed their acreage on 160 acres. They have made thai investment, 

thev have made their election, thev have d r i l l e d the wells at a time 
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when no spacing orders were in effect. They may argue, the opponents 

may argue that they d r i l l e d their wells under one set of rules and 

they should be peraitted to reap the benefits of having d r i l l e d 

under that particular set of rules. During that period of time 

when they were making development there was also a 320 acre spacing 

rule which the Commission had adopted on a temporary basis, so 

a claim of having that right vested in them by the action of the 

Commission in i t s earlier rules, is without complete merit. They 

certainly realized that the Commission at one time thought and was 

of the opinion that 320 acres could be ef f i c i e n t l y and economically 

drained by one well. 

We have also the proposition of perpetuation of an inequitable 

situation. By reason of having two wells, and the record w i l l 

support my statement, i t is possible under the present proration 

formula, assuming deliverabilities to be equal, that the two wells 

w i l l have twice the allowable of the one well because the one well 

can only be assigned 160 acres. I t is undisputed i n this record, 

and I challenge the opponents to point out the place where l t is 

disputed, that 320 acres may be properly and eff i c i e n t l y drained 

by the one well. I t Is undisputed i n the record that there is 

continuous communication throughout this entire reservoir, that 

one well, I f given sufficient time, would drain the entire reservoir. 

I t naturally follows just as two and two make four, that i f 

you have two wells producing the same amount of gas as one well, 

that i s , each individual well producing the same amount as one well, 

that twice the volume of gas w i l l be removed from the reservoir. 

Looking at the reservoir as i f i t were a bucket of water with no 

impediment to keep the water from going to one side or the ether, 
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you may have a uniform pressure, uniform depth of water by analogy, 

which means, of course, that we remove a l l of the additional gas, 

and I think that the records of the Commission w i l l show there has 

been a greater volume of gas produced In the area of 160 acre 

development than in the other area, that that being the case, that 

gas must come from somewhere and i t is obvious to me from a logical 

standpoint, that the continuation of the order as presently set 

up by the Commission w i l l result i n the movement or migration of 

gas from the area developed on 320 acres to the area that has been 

developed on 160 acres. 

In order to point up what I am talking about, referring to 

this may over here for i l l u s t r a t i o n purposes, we find a rather 

anomalous situation in this f i e l d . We find i n the Gallegos Canyon 

Unit i n the northwest part of the f i e l d , that we have development 

on 320 spacing. We have an area i n the middle of the f i e l d where 

i t is developed on 160. We have an area i n the southeast part of 

the f i e l d which is developed on 320, and examination of the Commissi 

f i l e s with respect to the location of the wells w i l l support this 

statement. 

I might, also I might mention incident to the southern part, 

that there is quite a volume of acreage down here which has not 

been developed at a l l . There i s no production at a l l from several 

sections of land reflected i n the southern part of the f i e l d . I t 

naturally follows that i f you s i t i n the middle with twice the 

allowable of a proration unit at either end of the f i e l d , you are 

playing the middle against both ends and taking the gas out. I t is 

a logical conclusion from the physical facts i n this f i e l d . What 

r\r\aa f . n a f fflepn w i t h r'ffSP'P^t trO t h ° s l f n o r - S n n rK^» n o n n l a u h n ri o_ 
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veloped on 320 acre spacing? I t means that they are forced by 

reason of the Commission's order as i t now stands, to either l e t 

the gas go to the wells, say i t i s not worth the investment of the 

money, or d r i l l ttie additional well. 

Now, i t is obvious from a simple mathematical calculation, and 

i t is supported by the record, Mr. Greer's testimony is undented i n 

that respect, that the d r i l l i n g of the additional well i n a par­

ticular area w i l l result i n less than one-tenth, less than one per­

cent additional gas being recovered. That is undenied i n the 

record. I t is also undenied i n the record that the average cost of 

a well is around £17,000 to as much as$20,000. You convert the 

reserve figures which are also reflected i n the record, into the 

total volume of gas, i t is my opinion, my calculation that you woulc 

acquire approximately $1,000 additional dollars revenue gross i n 

return for d r i l l i n g that additional well over your acquisition of 

gas i n a situation where you had no proration at a l l . A thousand 

dollar investment, I mean a thousand dollar return on a $17,000 

investment, I say return, I say that is the gross amount of money 

you are getting. 

I t doesn't make i t economically attractive to a person to d r i i ] 

a well and i t certainly is an unnecessary well i n view of the 

economic factors which are included within the Statute. 

I submit to the Commission that the requirements of some of 

these independent operators whose testimony was proferred but 

rejected at this time, can be supported by the record as i t now 

stands by a simple analysis of the facts, to establish definitely 

that the parties are spending money for nothing. A l l we are asking 

is that we be given an even break i n the f i e l d under the proration 
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formula. 

I would l i k e to direct the Commission's attention to certain 

other pieces of testimony of Mr. Greer; on page l k of the transcript 

you w i l l find his statement, " I t would take longer, of course, for 

wells to drain gas on 320 as compared to 160 acres. Just exactly 

how much time, approximate comparison shows that i f the wells were 

not prorated, but were producing wide open, that i n about a ten-

year period wells on 320 acres would produce about 90 to 95% as 

much gas as wells d r i l l e d on 160 acre spacing. Then, of course, 

in additional length of time, practically a l l of the gas that 

could be recovered by the 320 acre wells. I f there is any proration 

or restriction i n production, then the time that i t takes to produce 

the gas w i l l be nearly the same on 160 or 320 acres." 

On page 16, the statement Mr. Greer t e s t i f i e d , "These tests 

mean to me that wells i n this area w i l l e f f i c i e n t l y and economically 

drain at least 320 acres per well, and that Inasmuch as two-thirds 

of the f i e l d has been dr i l l e d on approximately 320 acres, that pro­

ration units of 320 acres should be established i n the allocation 

of gas production." 

I might mention at that point that the Commission has precedencje 

for a situation such as that we are requesting. In southeastern 

New Mexico the Commission has established an order which established 

a 6h0 proration unit. We have an analogous situation, that the 

wells were developed prior to the time of any spacing rules or any 

proration rules, and we have allocation within each of these pro­

ration units, based on the acreage assigned to the respective wells, 

so that we have a precedent situation for our request that 320 

acres be set UP and assignment of acres made to as many wells as the 
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operator cares to d r i l l . I f he thinks that two wells w i l l produce 

more gas than one well, he has the privilege to d r i l l the two wells 

and get an allowable based on the two wells. The allowable w i l l be 

of course, by proration unit. I f he is convinced i n his own mind 

that he can get more gas that way, he can d r i l l the wells. 

We have greater f l e x i b i l i t y i n the type of order we have pro­

posed than you have i n the order as i t now stands. 

Page 18 of Mr. Greer's testimony, he states, "For the same 

producing rate at abandonment, i t takes a slightly higher reservoir 

pressure on 320 acre spacing as compared to 160 acre spacing. This 

slightly higher pressure represents a small additional volume of 

gas that would not be recovered on 320 acres as compared to 160 

acres. This amount of gas, however, is quite small, being on the 

order of three-tenths to four-tenths of one percent of the total 

volume of gas, and we have found i n d r i l l i n g and completing wells 

ln this area that we often lose more than this three-tenths to 

four-tenths of one percent i n the course of completion of the 

additional well due to the fact that the well has to be opened to 

the air while we are completing, and I believe that even more gas 

would be recovered on 320 acre spacing as compared to 160 acre 

spacing i n view of the gas that would be wasted i n d r i l l i n g the 

second well on 320 acre tract." 

Then the question is asked, "What about the cost of d r i l l i n g 

an additional well on a 320 acre tract? Would the amount of the 

cost j u s t i f y the additional expenditure from the standpoint of 

the o i l recovered?" They mean gas. 

The answer, "Definitely not, since I don't believe we would 

recover any additional volume of gas at a l l bv d r i l l i n g the second 
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well. That is additional gas that can be saved i n the market. I t 

cost, oh, $18,000 to |19,000 for the average well i n the entire f i e ] 

and I think the additional d r i l l i n g cost would be entirely wasted, 

as well as the additional materials that i t takes to complete the 

well with." 

Mr. Greer recommended 320 acre spacing as based upon his testi­

mony. Cross examination i n the transcript shows that his testimony 

was unshaken, the physical facts as to the amount of gas that 

would be recovered undisputed. There is no testimony in the record 

that disputes i t whatsoever. I t is undisputed as to the cost of tht 

well. 

Now, we find on page 33, under cress examination: " I t is your 

testimony, as I understood i t , that in the d r i l l i n g of additional 

wells on 320 acres, more than one well would be uneconomical?" 

answer: "That is correct, i t would be." 

Question: "Under those circumstances do you think that the 

man who has complied with Commission's regulation and d r i l l e d 160 

could claim the same allowable as the man who d r i l l e d on 320?" 

Answer: "Yes, i f we gave the 160 more than half the allowable 

than the 320 acre well he would be recovering more per acre than 

the well d r i l l e d on 320 acres. I feel per acre recovery should be 

approximately balanced. In other words, i f he takes out more per 

acre under his 160 acres, I t Is going to have to come from under 

the 320 acre well. I do not believe that would protect correlative 

rights." 

I think Mr. Greer is exactly right. 

Another question, " I believe your testimony is that i f one 

well on 320 acres would not recover the well, then i t would go to 

d, 
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some other well, that is migration?11 

Answer: "Yes. But that could happen on any spacing pattern. 

We could go from 320 to 160 i f that does not cure the problem." 

I might mention i n that, under-drilling a well, I might mention in 

that connection there is no such thing as under-drilling a well. 

Page 36, Greer testifying on cross examination. 

Question: "Now, a well located on 320 acre tract, i f we assume 

i t is going to get twice the allowable as the well on 160 acre tract 

is there any danger, i n your opinion, of water encroachment as a 

result of the higher allowable?" 

Answer: " I don't believe there is any water encroachment i n thi 

f i e l d as we ordinarily think of water encroachment." 

Question: "Is there any danger of the loss of gas as a result 

of water due to high production of these wells?" 

answer: "IX) you mean that might drown a well out such as we 

couldn't produce i t ? " 

Question: "Or trapping gas by water?" 

Answer: "No, s i r , I think there is no by-passing of gas i n 

trapping of gas as we ordinarily think of i t i n a f i e l d i n which 

there is water encroachment. I believe the water that we produce 

is high connate water almost immobile connate water." 

Page 39, again I would l i k e to direct your attention. 

Question: — again Greer testifying under cross examination— 

" I am a l i t t l e confused, how can you prevent drainage under your 

formula the wells located as they are l n West Kutz i f some of the 

wells are given a double allowable?" 

Answer: "By double allowable, I suppose you are referring to 

3 ? H ^r»rA u e T U gor . t - .1ng f . u l p f i t h « a l l n w a h l f t a g a 1 6 0 a r r p w e l l ? p r n -
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viding i t has the same deliverability." 

Questions "That is right." 

Answer: "No, s i r , a l l other conditions being the same, i f i t 

has twice the area allocated to the well, then i t ' s per acre with­

drawal would be the same as the per acre withdrawal of the well on 

160." 

Cross examination,page *+0, of Mr. Greer—Answer: " I believe I 

understand what you are trying to get at. I f the distance that a 

well should drain were limited to a radius equivalent to 320 acres. 

For example, say that is 1800 feet, then you feel i f there is a 

greater distance than 100 feet for any one well, particular radius 

of drainage, then i t could not drain i t s tract, is that what you 

are referring to?" 

Question: "Well, i n effect." 

Answer: "Well, s i r , wells w i l l actually drain more than 320 

acres as we demonstrated here earlier this morning. I think the 

Commission recognizes the fact that any of i t s spacing orders, that 

i t is not necessary for the well's drainage to be restricted to 

that radius set up by spacing only. For instance, the Commission 

nearly always gives us a certain leeway i n locating a well on a 

tract. I f i t were, i f the production of gas and o i l were such that 

the wells would only drain that distance and no further, then I 

think the Commission would set spacing rules which would require 

an exact center location on each well's tract. That is not the 

petition." 

I might mention that in the record about that point, at pages 

h i and *+2, Mr. Greer tes t i f i e d relative to other common sources of 

supply that were developed on a non-uniform spacing pattern such as 
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the West Kutz Pool. Mr. Greer tes t i f i e d the Fulcher Kutz was an 

example. That was the only example he quoted. I think the 

Commission probably recognizes, particularly i n view of the situatit 

in southeast New Mexico, that there are many situations where you 

have non-uniform spacing which have been recognised and recommended 

by the Commission. 

Page 51, again cross examination, Mr. Greer. 

Questions "Then, your testimony with respect to the—and your 

opinion with respect to the drainage pattern which any well might 

establish, really has some element of time i n i t when you specify 

so many acres or radius of so many feet?" 

Answer: Yes, s i r , I believe I said earlier that under conditic 

of wide open flow that i t would take longer for a wsll on 320 to 

produce i t s reserves than i t would a well on 160 acres, but under 

the conditions of proration and depending upon the amount of re­

stricted production and under a proper allocation formula we could 

have depletion of tracts d r i l l e d on 160 acres at the same rate as 

depletion of tracts d r i l l e d on 320 acres. I t depends on your 

allocation formula." 

That is what we are talking about here. The allocation formula 

is a l l right, but restricting the acreage under the situation here 

is going to require the d r i l l i n g of unnecessary wells. Or i n the 

alternative, the loss of gas to people who have d r i l l e d on a denser 

pattern. I might digress momentarily to point out some historical 

facts with respect to proration. The discovery of o i l and gas at 

the outset, we had the application of what is known as the rule of 

capture. That rule of law has never been repudiated so far as I 

know. I t s t i l l is the law. The reason you don't find so many MSSP 
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on the law of capture i s that we have had established regulatory 

bodies such as the Oil Conservation Commission here. The reason foi* 

the establishment is i n the interest of conservation of natural 

resources to avoid the excessive drawdown of wells, the failure 

to get a l l the o i l and gas out from under the ground, and i t naturajlly 

follows when you put rules and regulations into effect, i t impedes 

the freedom of choice, freedom of action on the part of the 

people who are for such regulation. Instead of the application of 

the rule of capture, we have interpretations by the Commission in 

respective states, and i t is their duty, because of this abrogation 

of the rule of capture, to see to i t that the parties are not put 

in a position of having their hands tied by reason of a very 

d i f f i c u l t economic choice or for any other reason, to the advantage 

of another person. 

That is what we talk about when we talk about correlative righ 

We say i n this particular instance that the order as entered, which 

would require those parties having their acreage i n the area de­

veloped to 320 acres, are constrained either to lose their gas or 

spend money unnecessarily, thus avoiding one of the primary duties, 

or two of the primary duties i n effect of the Commission, which 

are to see to i t that you give equal freedom of action, equal rules 

for a l l parties, and at the same time to see to i t that one party 

does not have an unfair advantage. 

I say that existence or continuance of the 160 acre rule i n th^s 

particular instance w i l l afford an unfair advantage to those parties 

who have developed to a 160 acre density. I say further that Mr. 

Greer's testimony i n this record is undisputed, that he went to the 

parties that were developing on 160 and made available to them, but 
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)rior to development, a l l the information that he had vhieh was to 

;he effect that on 160 acre spacing i t would be uneconomic to d r i l l 

;hose wells. Those parties went ahead despite his advice and de­

veloped on 160, and the gross production according to the record 

in this case at the period of time some two years prior to now, 

.ndicated that that particular area developed on 160 acres had at 

;hat time produced three to four times as much gas as the areas 

developed on 320 acres. 

I say to the Comfflission, thisJ We are not asking this Commission 
to go back and correct an injustice. That was our business then, 

fe made our election at that time how we were going to develop i t . 

We had open flow at that time. We could d r i l l our wells and produce 

them and we had our choice at that time, since we knew that we could 

ake a l l the gas out we wanted to, or d r i l l another well. Preserva­

tion of that situation in a situation where we cannot produce our 

••ells f u l l flow alters i t completely. Wa had as much right to be­

lli eve that the Commission would protect us in our development on 

320 acres as the parties who d r i l l e d 160 acres had to expect that 

their vested rights would be protected by this Commission, and main­

tained that way by reason of restricting the size of the proration 

to 160 acres. 

Getting back to the advice Mr. Greer gave, I think he also ad- j 

vised then what he considered tc be tot a l production on 160. I 

think the record w i l l show that i t was something i n the order of 

seven or eight-year payout, and that the total volume of gas In this 

reservoir, examination of the entire record would indicate that the 

f i e l d now is i n an advanced stage of depletion considering the re­

lative short period of time within whieh i t has been producing. I 
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believe that the testimony i n the 1953 hearing, which was read to 

the Commission earlier today, indicated that the withdrawal was at 

the rate i n i t i a l l y of 52 acres depletion a year. 

Applying your decline curve to that, of course, i t is obvious 

that you have at the end of the f i r s t year probably around the ordei 

of 120 acres, 160. Applying i t on down i t is obvious that the whole 

f i e l d w i l l be depleted i n the neighborhood of seven or eight years 

using the rough rule of thumb on i t . I t has been going a year and 

a half. We have lower pressure reflected at the end of the f i e l d 

than we have i n the middle of the f i e l d . What does that mean? I t 

means that there is an impairment or retrogradation of the flow of 

the gas by reason of the fact that the structure or the sands have 

relatively low permeability and the porosity is low, although not 

quite so low, which means with that drag i t takes a l i t t l e time for 

the gas to go across there. 

I t obviously follows that i f the reservoir, the i n i t i a l pressuj 

on the order of ̂ 68 pounds, the virgin pressure i n the f i e l d , which 

is undisputed, i f you go and examine now and find that a certain 

area has pressures on equivalent tests which are several pounds 

lower than elsewhere, that you have a low pressure area that Is 

going to cause the gao to come on down and migrate to i t . So what, 

in effect, the essence of a l l that testimony amounts to is that by 

preserving the allocation formula on 160 acre basis, you are going 

to have that continuation of that low pressure area with a migratioi 

of gas. The result is that the gas is being captured from elsewhert 

The Commission's duty, since they have abrogated the law of capture, 

is as to as closely as possible prevent that situation. The Statut< 

says, as T pointed out in mv opening argumentt that anything 

es 
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directly or indirectly which causes the d r i l l i n g of unnecessary 

wells is proscribed. 

I submit that the order, as i t now stands, has the effect of 

indirectly requiring the d r i l l i n g of unnecessary wells or abrogating 

the law of capture, I mean permitting the law of capture to apply 

without the corresponding privilege on the part of the parties to 

protect themselves i n an economic manner. I might point out that 

at page 55 Mr. Greer te s t i f i e d on cross examination: 

Question; "Getting back to this drainage of the f i e l d , you 

stated before lunch that without respect to time, the drainage area 

of any well, high deliverability or low deliverability ought to be 

the same again without respect to time?" 

Answer: "Yes, s i r , any one well i n that common source of 

Question: "You stated with respect to your interference tests 

that those test wells drained singular patterns of from five thousai 

feet to a conservative 1920 feet, as demonstrated by the test as 

you analyzed i t ? " 

Answer: "That is correct." 

Question: "Then, assuming that we have 320 acre spacing here, 

i f we have two wells of substantially different deliverabilities 

offsetting each other, the high deliverability well would drain 

the lands under the low deliverability well, would i t not, i n a 

given period of time?" 

Answer: "Well, i t just depends. I f the reserves under the 

respective tracts are approximately or bear approximately the same 

relation to the to t a l reserves i n the f i e l d as their respective 

allocation formulas bear to the t o t a l , then one well w i l l not drain 
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the other because this just produces i t s own gas and although i t 

produces a higher rate - -" 

Question (interrupting) "On your own statement, each well woul 

be draining the same area actually, wouldn't i t ? Each well would 

drain the whole f i e l d i f you l e t i t alone?" 

Answer: " I f you have a proper allocation formula each well 

w i l l just about drain i t s respective tract." 

I might point out that actually application of the proration 

formula that you have now ls on straight one hundred percent acreag 

basis, everything else being equal. 

Now, page 57 under cross examination, Mr. Greer t e s t i f i e d , 

Question: "Leaving only the acreage factor i n the formula, 

assuming equal deliverabilities, you would then have a perfectly 

f a i r scheme, would you not?" 

Answer: "You mean - -" 

Question (interrupting): "320 acres gets twice as much as the 

fellow with the 160 acre reserve?" 

Answer: I definitely feel that a l l ether factors being the 

same such as deliverability, one well that has a deliverability of 

a million feet on a 160 acres and one well with a deliverability 

of one million feet per day on 320 acres, the well with the 320 

acres should get twice the allowable of the well on the 160 acres 

because a l l other factors being the same, i t has twice as much 

reserves, and is entitled to twice as much allowable." 

Page 6!+, 65, under cross examination Mr. Greer t e s t i f i e d , 

Question: . . . . "One other question that has been brought 

up here is the effect of drainage between wells completed on 160 

acre spacing and wells completed on 3?0 «f»r* spaMng, T t-.Mny v« 
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have come to the conclusion that i f they had the same deliverability 

then there would be no drainage, probably be no drainage involved?" 

Answer: "You mean i f we give the 320 wells twice the allowable?" 

Question: "Twice the allowable, right?" 

Answer: "Yes, then the chances are there would be no drainage 

between tracts." 

Question: "But i f they didn't have the same deliverability 

that would mean that, well, let's assume that the smaller tract 

had a lower deliberability - -" 

Answer: "Okay." 

Question: "- - and assuming the small tract had a lower de­

l i v e r a b i l i t y with the same reserve then, they would be draining, 

wouldn't they?" 

Answer: " I f that existed, of course, there would be. Of course, 

i t is my thought that ordinarily with the lower deliverability there 

is a lower reserve." 

Question: "You just beat me to i t . So, then, you think then 

that due to the fact that the lower deliverability is also an 

indication of lower reserve that there would be no appreciable 

drainage even though the 320 acre well had twice the allowable of 

the 160 acre well?" 

Answer: "That is correct." 

Let's go into some further questions of economics. Mr. Greer 

tes t i f i e d at the time of his testimony that there were approximate1) 

83 wells i n 320 acre spacing, and the same number on 160 acre 

spacing. He then tes t i f i e d that i f 160 acre proration units were 

established, that the operators that developed on 320 acre spacing 

would be required to d r i l l 83 additional wells In order to get hj. s 
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f a i r share of gas out of the reservoir at the same return. 

Greer te s t i f i e d that the cost of that well i n the f i e l d was 

approximately $19,000. In response to redirect examination, Mr. 

Greer stated on Page 66, 

Question: . . . w I f the proration order is entered 160 acre 

basis, i t would probably require or could require the other operato; 

i n the f i e l d , that is the ones who have developed on 320 acre 

spacing to spend a $1,600,000 or a $1,500,000 l n additional capital 

to protect their interest?" 

Answers "That is correct, about a million five hundred thousai 

dollars." 

Questions "Would you consider that those additional wells 

are necessary i n order to adequately get a l l the gas i n this reserv< 

Answers "Oh, no, s i r . They are definitely not needed." 

Again on cross examination, page 68, 

Question: "As I understood your testimony, correct me i f I 

am wrong, i n the event the prorationing units were set at 160 acres. 

I understood you to say i n order to protect the interest of the 

operators d r i l l i n g on 320 acres, i t would require the d r i l l i n g of 

83 additional wells at a cost of approximately one and a half 

million dollars, Is that correct?" 

Answer: "We arrive at that by this manner. I f 320 acre wells 

are not allowed there, 320 acres i n an allocation formula, then the 

160 acre wells under conditions of proration would drain gas from 

the 320 acre spaced areas. That being the case, the only recourse 

an operator would have to prevent drainage from his lands would be 

to develop the land on 160 acre spacing and to develop the entire 
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additional veils, or the expenditure of a million and a half dollar 

in order to protect correlative rights i n the f i e l d . " 

At this point I would l i k e to revert to my statement a while 

ago that I have observed only one piece of testimony that could eve: 

vaguely support 160 acres. That is the testimony of Mr. Thomas 

3eott. However, Mr. Scott t e s t i f i e d at the hearing held on Septemb 

17, 1953} at that time the Commission did not have before i t the 

proposition of proration. They were considering at that time only 

the question of spacing, the development of the f i e l d on the 

uniform spacing pattern. Mr. Scott attempted to j u s t i f y the uni­

form development of a f i e l d and the d r i l l i n g of additional wells on 

the old proposition of more wells, more gas, more wells, more o i l , 

which proposition, I think the Commission is thoroughly conversant 

with, having discussed i t i n other cases at great lengths. 

I should l i k e to point out to the Commission that Mr. Scott*s 

testimony did not stand up very well under cross examination. We 

find, for instance, that he says to get additional 12%$ of gas as 

a result of d r i l l i n g the additional well. By cross examination he 

was led into the proposition, why not 80 acres and get another 

12±%. He f i n a l l y made the statement of bringing i t down to one 

acre. I think i t is an easy matter of mathematical calculation 

that that result leads to the idea that you get more gas out than 

you had to start up. You can't get out 12̂ % and expect to wind up 

with 100$ as you get into units on down. 

I put that before the Commission because, i n the f i r s t place, 

I don't consider his testimony to have any substantial facts, i t 

was an expression of an opinion on the part of a man who is 

attempting to j u s t i f y his nosition and was trapped in th« sit.nftr.inn 

'» 
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I just discussed, but I would l i k e to point out to the Commission 

that at the time Mr. Scott was an adverse witness. 

He definitely t e s t i f i e d that there was drainage from the 

Gallegos Canyon Pool into the middle of the f i e l d under conditions 

of open flow. I think that the testimony i n this record is undis­

puted with the limitation of the flow. By dividing the market 

amongst the wells that exist i n the f i e l d i t becomes obvious that 

the rate of migration, which is another way of saying that the 

stabilization of the reservoir is going to be accelerated, i t just 

naturally follows with the fact that you have additional volumes 

of gas coming out of the holes In the ground, everything else being 

e qual. 

So what Mr. Scott's testimony boils down to is a simple expres­

sion of a personal opinion unsupported by any facts of any credibili 

in connection with a spacing order which contemplated open flow 

production. At that time, at that hearing, in order to meet possib] 

statements made by opposing counsel, Mr. Greer was asked the questic 

whether or not or what steps were being taken to protect against 

that condition. At that time Mr. Greer indicated that there would 

be a buffer row of wells put across i n the f i e l d immediately north­

west of the area developed to 160 acres. The buffer wells to be 

developed on 160 acre spacing. The Gallegos Canyon Unit being 

operated the same as one lease would result i n no offset drainage 

insofar as the owners of properties northwest of that line would 

be concerned. 

Mr. Greer's entire proposition was thoroughly explained in the 

hearing that occurred i n July. In connection with the proration 

hearing, inquiries made of him as to whether or not the same buffer 
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wells wouldn't afford the same protection as he testified to with 

respect to the early hearing, he stated that i t was a l l right as 

long as you could produce your wells into the line and you didn't 

have restrictions or division of the market amongst the respective 

producers in the field. Once you did that, that you had the 

acceleration of migration that we are talking about into the area. 

Thus the inevitable conclusion is that we do not know what Mr. 

Scott's testimony would have been with respect to prorationing. 

Particularly how his testimony would have been with respect to pro­

ration i f he had been here subject to cross examination. He did 

not appear at the proration hearing. I assume, I don't know whether 

he made a statement or not, as far as that is concerned. I assume 

i f he made no statement that his contentions for 160 acres may 

have been satisfied i f the proper proration formula had been 

issued for 320 acres. I don't know. He may s t i l l have the same 

ideas, but at least Mr. Scott didn't appear at that hearing. 

I should like to state to the Commission that we have here 

perhaps in a frank analysis of the situation, a conflict of special 

interests. I t is a matter for the Commission to resolve as to what 

Is the fair and equitable way to see to i t that the respective 

parties come out even. I submit that the fact that the parties 

who have developed the acreage on 160 acres have had that advantage 

for a period of a year and a half or two years, that the gas, i t 

is undenied, has migrated during that period of time} that they have 

had some large slice of cake already. I think a reasonable com­

promise on this matter would be for the Commission to put the partl€ 

on the same basis now. 

We are not asking that the Commission go back and give us com-

s 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



57 

pensation for the gas that has already been drained. We want an 

opportunity to get what gas Is l e f t on the same basis as the parties 

who developed on 160 acres, without the necessity of our going out 

and spending our share of one million and a half dollars. That is 

a l l I have to say at this time, may i t please the Commission. 

ME. BRATTON: Mr. Chairman, I didn't come here this morning 

to get into a big legal argument over evidence, but I managed to 

get into one. I didn't coise here this afternoon to make a speech 

and I am not going to make one. I do wish to state on behalf of 

Mr. Darneille that we support strongly Mr. Smith's excellent and 

excislve analysis of the testimony heretofore given i n this cause. 

I speak for Mr. Darneille, who has, I am confident, the largest 

economic Interest in this matter of anybody i n the room, or probably 

i n the area. He has come a long way and I am not going to make a 

speech on his behalf. He has come a long way to talk to this 

Commission and I would l i k e at this time to ask permission for Mr. 

Darneille to address the Commission and make a few remarks on this 

matter. 

MR. MACEY: Okay. 

MR. DARNEILLE: Gentlemen, my position was pretty clearly 

stated by Mr, Smith, but I don't think he quite dramatized i t enough 

because I am not a developer. I went i n and bought an interest i n t 

pool, that bucket of water that he was talking about, and I paid 

so much money for that, predicated upon reservoirs that could be 

measured,ln which engineers said could be adequately drained and 

exploited with one well d r i l l e d to every 320 acres. Now, the effed 

of the Commission's ruling is that either someone else gets part 

of this reservoir that I bought, or that I must go in and d r i l l 
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wells to protect myself from that drainage. 

I f I do that there is absolutely no conceivable way that I can 

get that money back. I am not quite l i k e Stanolind, I can't talk 

about the gross recovery on that well w i l l be #1,000. I have to 

talk about the fact that i f I spend the money on that additional 

well, that before I recapture my investment that well w i l l have 

created a complete loss to ie, because I must pay for money just 

l i k e I pay for pipe or any other thing that goes into any one of 

these wells. I t is just very simply this, that i f the Commission's 

ruling stands, I am only being permitted to produce on a basis of 

having half the reservoir that I thought I bought, and that I 

thought I bought on good engineering principles. Somebody else is 

getting the advantage of that because they are going to get that 

gas. Something that becomes, that was to me a good investment, 

becomes a net loss. 

Whereas I believed, and I was led to believe, that the 

Commission and the statutes were such that my rights to those reser­

voirs would be protected and that I would certainly not be required 

by the action of New Mexico or i t s Commission to d r i l l wells that 

can show absolutely no financial return to me, because I am not 

going to get one more dollar out of that reservoir i f I d r i l l that 

well than i f I didn't d r i l l the well. That seems to be what a l l 

this testimony shows. 

So I am faced with the peculiar proposition that the Commisslor 

order says that I can only have half the production out of that 

reservoir as the man who has d r i l l e d 160 acres5 to protect myself 

I have to d r i l l another well and I can't make five cents by dr i l l i n g 

that, other w e l l , so the only t h i n g T can do i s .surrender t o the 

's 
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proposition that I have to l e t the other people have part of my 

gas. I don't think that that is the intent of the Commission. I 

think the intent of the Commission is to see that everyone gets 

their f a i r share of this situation. 

I think Mr. Smith has stated a l l of that, and I may be being 

redundant i n saying what I am now saying, but as near as I can 

analyze i t , there i s no way that I can spend five cents to protect 

myself from being drained and have a chance of getting that five 

cents back. I think that is a l l . 

MR. GRANVILLE! E. B. Granville. This i s a statement by 

the British American Oil Producing Company. We own a 50% working 

interest i n eight wells i n the West Kutz-Pictured C l i f f s Pool. 

We have studied the testimony presented at the various hearings on 

this pool and are familiar with the conditions and problems that 

exist. We believe i t has been proved beyond reasonable doubt that 

320 acres in this pool w i l l be ef f i c i e n t l y and economically depleteo 

by one well. The present proration formula seems f a i r and equitable 

except that i t should provide for 320 acre proration units Instead 

of 160 acre units. With 320 acre units each operator would have a 

f a i r chance to produce his equitable share of recoverable gas re­

serves. Otherwise economic loss w i l l result from the d r i l l i n g of 

unnecessary wells caused by 160 acre spacing. 

Therefore, we urge that the formula for proration in this pool 

be changed by substituting 320 i n place of 160 i n determining acreag 

factor. 

MR. HOWELLs Ben Howell, representing El Paso Natural Gas 

Company. I f i t please the Commission, we are i n the position 

probably the unenviable position of having some wells which we ex-

i 
i 
j 
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pect to acquire and have acquired on 160 acres, and some which we 

lave acquired and expect to acquire on 320 acres. So that insofar a 

the proration rule that may be adopted as a result of this rehearing 

it will probably affect us as much one way as i t does the other way, 

but we do have a definite belief as to what is the better rule to be 

adopted, and we are anxious to make this statement that we think tha 

the 320 acre spacing is preferable for the proration units. 

I should say 320 proration units, because i t does permit the 

flexibility of the individual who desires to d r i l l a second well to 

do so. The operator who desires to d r i l l that second well on 160 

acres may do so. i t the same time the operator who desires to 

develop on 320 acres under the record in this case will certainly 

recover and receive his fair share of the gas, the recoverable re­

serves, under his acreage and under the record as made in this case, 

and we believe i t is a correct record and we believe those are the 

facts. Under those circumstances, unless the area that is developed 

on the 320 acre spacing gets an allowable on a 320 acre basis, there 

will be drainage from that area. Thank you. 

HR. MACEY: Mr. Stockmar. 

MR. STOCKMAR: On behalf of Frontier Refining Company. 

There is only so much gas in this reservoir and we have to divide 

i t up on some basis that is fair and equitable. I think that is the 

undertaking of a l l of us. Svery scrap of argument that has been 

made, every scrap of expert testimony in this case presented by the 

proponents for the 320 proration unit, seems to be based on a con­

clusion that those drilling on 160 acre locations are stealing gas, 

draining gas from those who d r i l l on the other locations. That 

seems to be the foundation for the arguments that are being made. 

3 
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I t is our considered opinion that the facts which have been presente 

here and which are uneontroverted, deny that particular foundation. 

We believe that the Commission has previously considered the uncon-

troverted facts In the situation and has arrived at the formula, 

although we are not i n entire accord with i t , has arrived at a 

formula which on 160 acre proration units, does equitably distribute 

the production. These uneontroverted facts that I am talking about 

are items of information which have been gained from various tests 

and production records and things of that nature. To me, and I 

believe to any engineer, a l l that those facts provide is a basis 

upon which he, in considering a gas reservoir, can match l t up to 

his own considerations of time of payout and other economic consid­

erations. 

The interference tests which have been run here and were f u l l y 

disclosed i n the testimony, to me only indicate that we have a 

connected reservoir. Other uneontroverted facts indicate that the 

reservoir we have is not a perfectly connected—you engineers say 

uniform and isotropic reservoir, with high permeabilities, permittir 

the free flow. The uneontroverted facts indicate that we have a 

low permeability reservoir and a reservoir which has characteristics 

that are extremely variable from location to location and from area 

to area i n the f i e l d . 

I can't subscribe i n my own thinking to the argument proposed 

here, even on the basis of a very highly permeable reservoir where 

deliverabilities are the same throughout and pressure equalization 

w i l l take place instantaneously. I t is our belief that the inclusio 

of the very formula of the very substantial deliverable factor has 

already taken into account the things which the croponents of ^20 

d 
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acres are complaining of. 

Those uneontroverted facts, as such, do provide a basis for 

opinion evidence. The testimony which has been called to your at­

tention here, the testimony given, is opinion evidence based on thoie 

uneontroverted facts. As I think ve must a l l recognize with respect 

to a gas reservoir, those opinions have no particular va l i d i t y un­

less they are viewed i n the lig h t of some particular economic con­

siderations. Those opinions given by proponents for 320 acre 

proration are opinions which reflect their consideration of their 

own economic considerations. Their own desired time for pay out. 

Their own desired return on their dollar. 

Ve have other economic considerations i n our area. I thoroughjy 

enjoyed Mr. Smith's comment that a well cannot be undrilled. 

The talk which we have had here, I am sorry I have forgotten your 

name here, the talk we have had on getting the money back is a 

very real problem to those who have already spent their money. 

I t is my belief that the Commission need not accept the 

opinions of expert witnesses when i t i s clear that those opinions 

are a reflection of their individual economic considerations. I t 

can weigh those opinions. I t can weigh the effects of those econ­

omic considerations, but i t must also view other economic considerations 

and arrive at those which are f a i r and equitable for the entire 

f i e l d . V/e believe that you have previously, i n giving the order, 

done just that and by giving as much weight to deliverability as wa£ 

done i n the existing formula, f u l l credit has been given to any 

drainage possibilities and so forth. There has been a f u l l hearing 

here on the matter of spacing and subsequently on the matter of 

proration. I t seems to me that there has been no realistic showing 
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of any reason for distinguishing between proration units and spacln, 

units. 

I f a t r i a l period was granted and terminated as not having 

established that 320 acre spacing was appropriate, i t seems to me 

very clear that the proponents of 320 proration units have the f u l l 

burden in establishing a clear preponderance of evidence and not 

just opinions based on their own economic considerations, but of 

evidence which shows that a l l of the statutory requirements w i l l be 

satisfactorily met by 320 acre proration. I say that their own 

evidence when viewed and appraised in the l i g h t that the Commission 

must appraise i t is adequate support for your finding that lbO 

acre proration units w i l l meet the requirements of the Statute and 

w i l l equitably distribute the gas which is being produced. 

MR. KELLAHIN: I f i t please the Commission, the Commission 

nas heard this case at great length, ana I certainly do not want to 

repeat many of the statements which have been made at previous 

hearings. In part i t w i l l be necessary for me to cover some of the 

ground which we have already covered. I would l i k e to point out, 

however, that the application i n this case f i l e d by Stanolind for 

rehearing, assumes that there was some burden upon the proponents 

of 160 acre proration units to support those units. 

Now, In my opinion, that burden was rather upon Stanolind and 

the proponents of 320 acre units. The Commission well knows that 

there has been several hearings in regard to this matter, and the 

f i r s t being the general adoption of 160 acre spacing in the north­

western area of Hew Mexico, at which Mr. Smith has pointed out ther« 

was no testimony. I t was the rule of thumb adopted to insure some 

rderly development. Subsequent to that, the operators of the 
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Gallegos Canyon Unit came into this Commission and asked for 320 

acre spacing in the Gallegos Canyon Unit, which constitutes the 

north half of this pool. The Commission granted that on a one year 

temporary basis, and upon return to the Commission with a request 

to have that order made permanent, they failed to carry their burder 

of proof with sufficient force to convince this Commission that was 

a proper spacing pattern, and the Commission refused to renew the 

order. 

The entire pool thereupon reverted to 160 acre spacing. They 

dia not see f i t to take an appeal from that order. They now contenc 

tnat there is some testimony in the record to support i t . They 

certainly had every opportunity to seek a rehearing, and I f need 

be, a court appeal, but they did not follow i t . They abided by i t 

at least tc the extent of taking no further action. When they 

proceeded to d r i l l on 160 acre spacing, I do not know now. Then 

they came up with that situation in existence with an application 

for proration, in effect the Commission had already said that one 

well would ef f i c i e n t l y and economically drain 160 acres as a result 

of i t s spacing order. 

Before going into that to any extent, I would like to read 

briefly from the statutes,with which the Commission i s , of course, 

familiar; but the ones which Mr. Smith read this morning I think 

should be fresh i n our minds, and that is the f i r s t one, Section 

65-3-10, covering the power of the Commission to prevent waste and 

protect correlative rights, which reads: "The Commission is hereby 

empowered, and i t is i t s duty, to prevent the waste prohibited by 

this act and protect correlative rights". . . . 

When thev started creatine a ororation unit r or takine anv 
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other acts affecting an operator, i t is effective upon them to 

perform that duty Imposed upon them by the statute. 

Now then, under the section quoted earlier, 65-3-13 of the 1951 

compilation regarding the allocation of production in the f i e l d or 

pool, the Statute reads i n part, "In protecting correlative rights, 

the Commission might give equitable consideration to acreage, 

pressure, open flov, porosity, permeability, deliverability and 

quality of the gas and to such other pertinent factors as may from 

time to time exist, and insofar as is practicable, shall prevent 

aralnage between producing tracts i n a pool which is not equalized 

There are many factors in this particular case which the 

Commission must, under those terms of the Statute consider among 

those being the factors which Mr. Stockmar has just pointed out i n 

regard to a fact that the substantial part of the pool was dr i l l e d 

and developed on 160 acre spacing under a valid and existing order 

of this Commission, and without any questions in the minds of 

the operators at that time, but what their rights likewise would be 

protected. They invested their money and have every right to expecl 

this Commission to protect them. 

Nov, under Section 65-3-l5(b), governing the allocation of 

production and spacing regulations I do not need to read to this 

Commission, they are familiar with i t . I do want to emphasize the 

point that the proration unit be that which can be effici e n t l y and 

economically drained by one well. 

Now, in considering what can be effi c i e n t l y and economically 

drained by one well, the Statute does not mean the area which one 

well w i l l drain. The testimony in the record on the part of Mr. 
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Greer was the efi'eet that one well would drain the entire pool. No 

one would argue that would be efficient and economical. The question 

then boils down to just what is efficient and economic. The propo­

nents of 160 acre spacing and proration units in this pool certainly 

are good men of good judgment, and they considered i t economic ana 

good judgment on that practice, and they expected to get a payout 

on the wells, and they are getting a payout on the wells under the 

present proration period. I f i t is changed the payout would be 

greatly prolonged and to their detriment. 

The man who has d r i l l e d on 320 has no more investment as to 

his well costs than those who have d r i l l e d on 160 acres. There is 

some argument, of course, in regard to whetner the Commission has 

made a determination by i t s spacing order to the effect that one 

well w i l l e f f i c i e n t l y and economically drain 160 acres. I would 

like to cite the Commission to the case of Humble Oil and Refining 

Company versus Bennett, found i n 1+9 Southwestern Second on Page 

220 under the provision of Rule 37 of the Texas Railroad Commission, 

which, as you are familiar, is a spacing regulation. We had a 

similar situation there i n that an applicant was seeking an unortho-

dox unit consisting of ten and seven-tenths acres, whereas the 

spacing regulations under Rule 37 was ten acres. He was opposed 

by those who had d r i l l e d on adjacent territory in a spacing pattern 

of twenty acres. They contended, and offered testimony tending to 

show that one well would drain twenty acres of land. The court, in 

reviewing the case, had this to say. I t said such a spacing fore-

implies a finding by the Commission that a well would drain ten 

acres instead of twenty. The Commission has made i t s determination 

as to spacing. I t has now made the determination as to proration 
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unit, and we feel I t is the correct determination, and we would 

certainly oppose any effort to increase that to 320 acres. 

There is considerable testimony in the record despite the con­

tentions that have been made, which w i l l support 160 proration units;. 

The proponents of 320 are refuted by their own argument in that the]' 

have contended from the beginning that the best available index of 

reserves to be presented in this case is the deliverability of the 

well. At one stage, as I understand the record, they said there was 

a direct relationship. At another they said, no, there wasn't a 

direct relationship, but nearly direct relationship. In any event, 

they do contend there is a relationship between reserves and de­

l i v e r a b i l i t y . The record clearly shows both as by testimony from 

Mr. Crum on cross examination of Mr. Greer, and by exhibits which 

were offered showing the I . P. on numberous wells, that we have a 

situation in the West Kutz where the deliverability of a well on 

160 acre unit may be far exceeded by the deliverability on wells on 

Immediately adjacent units. 

In other words, you could have a well of extremely low deliver­

a b i l i t y sandwiched in between two wells of high deliverability. 

Those who have d r i l l e d and developed their acreage on 160 acres 

have spent their money, and to the extent of their 160 acres, have 

proved their reserves. I f deliverability is any measure of the 

reserves, then certainly i t cannot be contended that one well 

d r i l l e d on 320 acres reflects the reserves on the entire 320 acre 

tract. 

The evidence i n the record is directly contrary to that. The 

evidence i n the record shows that i t may well be considerably less 

or considerably more under the 320 acre tract i f the additional well 
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is d r i l l e d . On cross examination, as I recall, Mr. Greer said that 

is true, you have the same situation on bO acres or ko or 20, and 

I am inclined to agree with him. But the point we are arguing here 

now is not whether we are going to go down to one acre spacing. 

The point i s , are we going to aggravate that situation by increasing 

the size of the units to 320 whereas we feel that one well on 160 

acre units v i l l efficiently and economically drain that unit. 

Mr. Stockmar has covered the economic aspects of this better 

than I have. I want to adopt his statement i n that connection. 

The whole thing we are concerned with is that is the wide variation 

of permeability in the policy and the wide variation i n deliver­

a b i l i t i e s and certainly you can't say that 320 acre units are 

ju s t i f i e d in this case. 

In connection with their arguing that an order of 160 acres 

would require the d r i l l i n g of unnecessary wells refutes their 

argument i n regard to the d r i l l i n g patterns which they, in the prior 

cases as Mr. Smith pointed out, the testimony showed that this so-

called buffer zone would protect themselves against drainage. I t 

is a l i t t l e b i t d i f f i c u l t for me to understand how the buffer zone 

dr i l l e d immediately adjacent to the 160 acre spaced unit i n the 

south end of the Gallegos Canyon Unit could adequately protect the 

Gallegos Canyon Unit against drainage under open flow, when theor­

etically you had twice as many wells to the south than you had to 

the north. As was pointed out i n that and in this present case, the 

pipeline connections themselves had a considerable bearing on the 

situation at that time. 

This question of drainage pattern which is presented in the 

record, I believe the record w i l l reflect under the proposal of the 
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320 acres, one well would not necessarily capture the gas under i t s 

own tract but would double that granted to 160 acre tract. That 

situation would be further aggravated. The record clearly reflects 

that 160 acres is a justifiable proration unit. I don't think i t 

is necessary for anybody to get up and in so many words say this 

and this and that factor supports 160 acres. After a l l , we are 

appearing before an expert Commission, a body which is able to 

receive testimony and evaluate i t for i t s e l f , and that is i t s duty. 

The testimony is i n the record. The evaluation has been made. The 

Commission has adopted i t s order, and we think i t is sustained one 

hundred percent by the record. 

MR. MACEY: We w i l l take a short recess. 

(Recess.) 

MR. MACEY: Does anyone have anything further in Case 696? 

MR. REES-JOHES: Following Mr. Bratton's example, I don't 

believe I want to make a speech. However, on behalf of Hew Mexico 

Western Cil and Gas Company, I would lik e to adopt the well-reasone< 

and forcefully presented cases given by Mr. Kellahin and Mr. 

Stockmar. 

Mil:. MACEY: Does anyone have anything further in Case 696? 

MR. GREINER: A. S. Greiner on behalf of Southern Union Gas 

Company. This is a matter i n which Southern Union Gas Company is 

not aireetly interested as a producer. We are connected to several 

wells in the f i e l d , and as a purchaser, line purchaser, but do not 

have any working interest in the fields. Nevertheless, this is a 

matter in which we are much interested because of our feeling as a 

pipeline purchaser, and a producer in other areas, that i t Is not 

for the best interest of the State and i t s people when unnecessary 
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wells are dr i l l e d in any area, and unnecessary pipelines must be 

built to connect those wells, which in the end must be paid for 

by the rate payers. 

I therefore wish to express Southern Union Gas Company as being 

in accord with the views heretofore expressed by Mr, Smith in favor 

of a 320 acre proration unit for the West Kutz Field. How, i f I may, 

I would l i k e to point out what seems to me the rather clear tenor 

of the arguments that have been presented on the opposite side of 

this matter. First of a l l , i t seems to me that the proponents of 

the 160 acre rule are faced with this dilemma that either there is 

or is not drainage occurring at this time toward the 160 acre area 

from the 320 acre area. I f there is drainage, then 160 acre area 

is draining the 320 acre area. I f there is not drainage between 

the two, i t can't make any difference to the 160 area people what 

the 320 acre area people are doing because i t can have no effect 

on them. I t seems to me that this may f a i r l y be characterized as a 

"dog i n the manger" situation. We have these 160 acre people who 

have spent their money and they are a l l d r i l l e d up on 160 acre basis, 

ana they say to the 320 acre people, "Well, a l l right, we don't have 

any objection to your getting an equal allowable for your tracts. 

Make them on the same footing as our own, take out just as much as 

we are taking, but, by God, we are not going to l e t you get away 

with i t without spending twice as much money as you have spent 

already." 

What is the expenditure of that money going to benefit the 

160 acre crowd? I t wouldn't help them a bi t unless they are i n the 

d r i l l i n g business or i n the pipe business or in some other business 

that w i l l enable them to profit out of this deal In some fashion by 
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selling something to them incident to the d r i l l i n g of the wells. 

They won't be a nickel further ahead for i t . A l l they w i l l have 

had is the satisfaction of seeing some other people double their 

investment in this thing to catch up and be even. I f that is not a 

"dog in the manger" situation, I have never seen one. 

We have had much talk about uneontroverted facts, but we have 

also had some expert witnesses. I f this Commission didn't think 

expert witnesses were a good thing, I don't think i t would conduct 

i t s business as i t has over the years. Most of the decisions of 

the Commission have been made upon the principles expressed by 

expert witnesses. Merely to say there are a l o t of facts and un­

eontroverted facts in the Commission's f i l e s , tests, production 

reports, and so on, well logs and so on and so forth, cannot take 

away from the proposition very ably brought out by Mr. Smith, that 

of the people who sought to interpret that basic data, a l l of them, 

with the one minor exception that he mentioned i n a collateral 

matter, expressed the opinion that a well In this f i e l d w i l l adequa< 

and ef f i c i e n t l y drain 320 acres. I think i t is also f a i r l y clear 

that Section 13B of the Act is looking not toward the smallest area 

that may be eff i c i e n t l y and economically drained, but rather toward 

the largest so long as i t does not do violence to some of the other 

standards that are set up i n that particular Section of the Statute. 

Thus, merely saying that there are a l o t of other uncontroverte 

facts in the record just doesn't prove anything. The proof of the 

puading is in the eating. You have to have an informed man to 

interpret the facts to this Commission, as the Commission is going 

to interpret them themselves, and i t is the expert opinion upon 

which tne Commission must necessarily rely. 

;ely 
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In other words, there must be no need for the hearing at a l l . 

We might as well go on the basis of their records and forget the 

expert witness. I strongly urge the Commission on behalf of my 

company, to adopt the proposal as set forth by Stanolind in i t s 

application, that the present order be amended to make 320 acre the 

basis of the proration unit in the West Kutz Field. 

MR. MACEY; Does anyone else have anything further*; 

MR. SMITH: May i t please the Commission, since we are 

applicants in the case and Mr. Kellahin has stated that we should 

perhaps have the right to reply, I do have a few remarks I would 

li k e to make. I listened carefully to the analysis of Mr. Stockmar 

and Mr. Kellahin, because I asked them during my opening statement 

to point to the record, some point, some piece of testimony, some 

evidence which affirmatively supported 160 acre spacing. I didn't 

hear a reply. I heard some generalities. I heard some remarks 

made. 

I might state also that Mr. Kellahin and Mr. Stockmar were both 

here during the proceedings. They had access to the same information 

that we had upon which our expert witnesses based their conclusions. 

I am satisfied that their companies, or the people they represent, 

are f u l l y able to employ expert witnesses, and I believe that Mr. 

Stockmar, this morning, said he had a witness here who could test i f y 

let at no time, at no time i n these proceedings have either Mr. 

Stockmar or Mr. Kellahin on behalf of their clients submitted a 

single witness for the purpose of supporting 160 acre spacing. I 

point to that because i t is a well accepted principle of law that 

failure to produce evidence i n the face of other evidence which is 

undisputed and unchallenged i s an admission on the part of thp 
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parties that they can't get that evidence. 

I submit that the uneontroverted evidence in this case supports 

the 320 acres. I have heard nothing to say anything to the con­

trary. Mr. Kellahin1s statement that the Commission is an expert 

body that can draw i t s own conclusions is nothing that I accept 

as being probably true, but i t overlooks completely the proposition 

that i t is a fundamental proposition of administrative law that 

the action of the Commission must be based on evidence. We are a l l 

familiar with the substantial evidence rule, and i t is perfectly 

true that the Commission may have and may take judi c i a l notice of 

certain facts, but we are not privileged to ca l l the members of the 

Commission to the stand to cross examine them, and the courts say 

that the Commission must have before i t the facts on which they drev 

their conclusions, so that we can determine whether or not there 

were facts in applying the substantial evidence rule. I f there are 

facts of cr e d i b i l i t y of any substance at a l l we don't weight the 

evidence, we affirm what the Commission has done. There must be 

facts there. 

I say that so far as this particular record is concerned, there 

are no facts to support 160 acres. I challenge them to point to the 

record, to point i t out, and I f a i l to hear any reference to the 

contrary. You may recall that I pointed to the specific pages in 

the transcript i n my opening statement which supported 320 acres. 

I even went so far as to meet the proposition that there was some 

shadow of evidence i n the record and discussed that i n detail. I 

think l n view of the fact that they failed to comment other than 

just to, I don't think they commented at a l l on the proposition of 

Mr. Scott's testimony that they accepted my statement to be true 
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that it was just a vague generalization on his part and did not 

constitute any testimony, particularly in view of the fact that on 

cross examination his basic facts were thoroughly put to flight. 

I disagree with Mr. Stockmar that we are contending that gas 

is being stolen. I think perhaps Mr. Stockmar didn't fully under­

stand my analysis when I put out my distinction between the law of 

capture and the duties of the Commission which regulate these matte; 

to accept a rule of fair play, the protection of correlative rights 

so as to protect capture to be taken away from someone while someone 

is holding his hands behind his back. 

I submit that we are not saying that gas is being stolen. We 

are saying, if the Commission adopts the 160 acres, that their 

action in this respect will be arbitrary and capricious and without 

foundation in the record, and that i t will not be a stealing of our 

gas at a l l . It will just be a taking of property without due procej 

of law. That is what it amounts to. The fundamental facts with 

respect to drainage are unchallenged. Mr. Stockmar even pointed 

them out in his statement that we have a continuous reservoir, that 

i t has been on a uniform reservoir, but there is communication 

throughout i t , that there is a probability, not only a probability, 

but an absolute fact In my opinion, that there is drainage under 

existing proration rules which would require our protection, going 

back to the law of capture that we drill these wells. 

The testimony is undisputed from a legal fact basis that the 

percentage of gas that will be received in addition by reason of 

drilling the additional wells, is of an insignificant order, less 

than one percent, which certainly makes the drilling of that well 

unnecessary in order ta get that gas out. Particularly in view of 

vs 

iS 
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the undisputed testimony of Mr. Greer that less than one percent 

w i l l be dissipated i n the d r i l l i n g of the well by reason of i t s 

being open to the air during the period of time i t is being completed. 

I think he went so far as to say there might be a waste of gas 

because more than the three-tenths to four-tenths of one percent 

would be blown off to the air and not put to any beneficial use. 

With respect to the burden of proof referred to by Mr, Kellahii, 

he attempts to put upon Stanolind the burden of proving 320 acres. 

As I view a Commission's proceedings, there is no such thing as a 

burden of proof as is known in a court of law. I t is the advance­

ment by the proponent of certain ideas, certain facts, certain 

evidence on which an equilateral basis the Commission draws i t s 

own conclusion. 

Going back to my original proposition that there must be 

evidence, I say that anyone who Is contending for a particular 

situation, anyone who advances a particular proposition, has the 

burden of supporting i t by evidence, otherwise the Commission has 

no evidence before i t from which i t may draw i t s conclusion.s 

Mr. Kellahin seems to Intimate from our failure to appeal the 

action of the Commission and revoking the temporary order for 320 

acre spacing, to be acquisition on our part to 320 acre spacing. 

At that time the Commission may recall there was no gas prorationing), 

We didn't appeal the matter for reasons of our own, which are of 

no concern to the Commission, but I would l i k e to state to the 

Commission definitely and unequivocally, we didn't believe that was 

a proper order to be entered. Our best evidence of that is the fact 

that we are here today making the contention that 320 acre proration 

units an entirely different matter Is the proper one In this respect 
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to make the order of the Commission comply with the Statutes. The 

fundamental proposition of this case, I think, has been well stated 

by Mr. Greiner. I t is the question of who is going to get an ad­

vantage, and I would l i k e to state here that we are not attempting 

to get an advantage. We just want to get an even break. The 

advantage has already been had. The people who dr i l l e d the f i e l d 

to 160 acres, I think, the testimony is indisputed, and in the 

answering arguments i t was denied, have produced volumes of gas 

greatly i n excess of that produced by the areas on 320 acre develop­

ment. 

I say again that we are not asking any restoration of that 

lost gas. We are just asking that the Commission froa now on put 

this proration, put this f i e l d on an equal basis so that each of 

the parties can get their f a i r share of the recoverable gas that 

is now l e f t . I think a simple analysis of the figures i n here w i l l 

indicate to the Commission that i n the year and a half that f i e l d 

has been producing, there is approximately, there has been approxi­

mately t h i r t y percent of the recoverable reserves already produced. 

Certainly a f a i r compromise on this matter would be to put us i n an 

equal position now. I say they have had their advantage. We are 

not going to ask them to give i t back to us. We just want to have 

the thing put on equal basis now. 

Now, with respect to the case that Mr. Kellahin cited, I guess 

that Mr. Kellahin isn't quite as familiar with the Texas Statutes 

as I may be, because the Texas Statutes have nothing i n thea whatso­

ever with respect to economics insofar as proration is concerned. 

I t is altogether on a basis of physical waste. The Texas Court of 

Ci v i l Appeals, I can't recall the case right now, but I can supply • 
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i t , has held i f a person has a tract of land upon which there is 

no well, no matter how small i t may be, and i t is being offset by 

other tracts of land with wells upon them, a much larger area, then 

that person is entitled as a matter of law to have his one well. l£ 

doesn't make any difference about economics whatsoever. The Rule 

37 he is talking about is the spacing rule in Texas which has to do 

with the spacing of wells on a state-wide basis . Twenty acres is 

your state-wide rule i n Texas. Rule 37 is the modus operandi 

whereby the Commission follows the rule of law, I am talking about, 

so far as granting to a person his constitutional right to recover 

the o i l and gas under his place. 

The Commission has established several rules which have been 

supported by the court i n connection with Rule 37 sueh as i n the 

East Texas Field they have a rule of thumb that you can't d r i l l to 

a closer density of five acres despite the density of that East 

Texas Field. You can't get any closer than five acres. The Courts 

have held i n their administrative discretion that despite the fact 

of the rule of law as I have stated earlier, they have other f r i l l s 

on Rule 37 that I need not go into at this time which I could point 

out to the Commission i f they are interested, i n which Texas does, 

which I rather doubt, that more or less described to the proposition 

that you must have uniform spacing on a basis which w i l l protect the 

correlative rights of the parties. 

I might mention i n the Consolidated versus Thompson case, that 

the Supreme Court of the United States held that despite the economic 

factors absent i n the Texas Statutes, that the Commission may enter 

an order purely for the purpose of protecting correlative rights. 

That i s what we are asking f o r , va want OUP o n r r e l a t i v e y-jghr.g r ™ -
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tected. 

We turn to the New Mexico Statute which spells out and says 

that the Commission may not directly or indirectly require the 

drilling of an unnecessary well. The testimony of this case is 

absolutely undisputed that drilling that well won't get that, that 

extra well on that 320 acre tract won't get enough gas out to pay 

the cost of that well or come anyway close to i t , and there may be 

actual physical waste as a result of drillin g that well. Mr. 

Kellahin attempted to manufacture some testimony of Mr. Crum, but 

he did state i t was on the cross examination of Mr. Greer. I f a i l 

to see how Mr. Crum's testimony could be testimony, particularly 

since Mr. Greer didn't agree with i t . 

I think that the further statements on my part would be repe-

t i t i o u s and perhaps redundant. I want to thank the Commission 

for i t s extreme patience In this matter. I would lik e to state to 

the Commission that i t is an important matter. I t is a matter 

involving quite a b i t of money. I would l i k e to point to Mr. Georg< 

Darneille's statement, an independent operator out there, that i t 

is going to cost him some money. I am not making a plea on i t cost: 

Stanolind some money. We can afford i t . I am saying that anything 

as fundamentally wrong as this should be scrutinized with great 

care by the Commission. There are principles involved, precedents 

that may be established that would have far-reaching effects, and 

the Commission may have to review this matter and eat i t somewhere 

down the road i f they are not careful In following the Statutes as 

set by the legislature which w i l l not take property by due process 

of the law, and which w i l l follow the mandates then of the Statutes, 

He sure did slur over the word "shall"; he said i t "shall" not 

! 
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not set up proration units which w i l l result i n drainage, not 

offset by compensatory drainage. I think that the physical facts 

irrespective of the opinion testimony In this case, are of such a 

nature as to be conclusive that the 320 acre proration unit under 

the proposed rule that we have set out, w i l l protect everybody's 

interest. You can d r i l l as many wells as you want to. I t is 

negligible. I t doesn't put a person i n a s t r a i t jacket. I t doesn' 

require the unnecessary expenditures of money. 

I submit to the Commission that the only order i t can submit 

in this case is the one i n support of 320 acre spacing. 

KK. MACEY: Anyone have anything further? 

MR. BRATTON: I retreat, not from any statement that I 

didn't come here to make a speech, however I wish to conclude with 

one observation which has been apparent to me throughout the course 

of the proceeding. I t appears to me that the matter has been put 

into proper perspective by Mr. Ben Howell and Mr. Greiner to 

observers who have no direct economic interest i n this matter and 

who view the matter on the equities of the situation in relation to 

the statute and relation to the clear mandate of the Statute, that 

the Commission shall not require the d r i l l i n g of unnecessary wells. 

My client is not i n the fortunate position of Stanolind. We worry 

about this case, not the one down the road, because any well which 

you require us to d r i l l is going to be a tremendous cost to Mr. 

Darneille. He w i l l not recover one additional iota of gas from 

that well and as we have pointed out before, he is the largest singl|e 

operator i n the f i e l d . I can't help but be impressed by the fact 

that the two very acute observers without any economic interest i n 

this matter have come to the conclusion that the Commission would 
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be doing an unjust and inequitable thing in contravention of the 

Statute, by requiring the drilling of unnecessary wells on the part 
of the operators, and that the setting up of 160 acre proration 

units would be a violation of the statutory mandate. 

We concur wholeheartedly with the excellent summary which Mr. 

Smith has made on behalf of Stanolind. We believe that the only 

equitable order the Commission can enter is the one setting up 320 

acre proration units. Thank you for your kindness and consideration. 

MR. MACEY: Anything else? If nothing further we will take 

the case under advisement. Before we proceed with Case 908 we will 

hear Case 909. 

I, ADA DEARNLEY, Court Reporter, do hereby certify that the 

foregoing and attached transcript of proceedings before the Oil 

Conservation Commission at Santa Fe, New Mexico, is a true and 

correct record to the best of my knowledge, skill and ability. 

IN WITNESS WHEREOF I have affixed my hand and seal this 25th 

day of June, 1955. n 

* * * * * * * * 
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BEFORE THE 
OIL CONSERVATION COMMISSION 

Santa Fe, New Mexico 
March 17, 1955 

III THE MATTER OF: 

(Rehearing) By provisions of Order R-566-B, 
dated January 31 s 1955, the Commission 
granted rehearing i n Case 696 upon appli- ) 
cation of Stanolind Oil & Gas Company. In ) 
the case as originally heard, J. D. Hancock, J 
Jr., sought an order requiring ratable take } 
or proration of gas production i n the West 
Kutz-Pictured C l i f f s Gas Pool, San Juan County, j 
New Mexico, and Order R-566 issued by the Com- ) 
mission on December 23, 1954, established special ) 
rules and regulations for the pool. ^ 

BEFORE? 

Honorable John Simms, Jr. 
Mr. E. S. (Johnny) Walker 
Mr. William B. Macey 

TRANSCRIPT OF HEARING 

MR. MACEI: The f i r s t case on the docket i s Case 696. In 
Caso 696, which i s a rehearing, West-Kutz-Pictured C l i f f s Gas Pool 

the Commission has attempted to set another date rather than today 

for the rehearing. 

Now Mr. Smith, i n line with our conversation of a few 

minutes ago pertaining to a date i n April for this matter, the 

f u l l Commission cannot be here from ths 22nd through the rest of 

of the month of April. Now any date that you would l i k e to agree 

upon with Mr0 Kellahin would be perfectly a l l right with us pro­

viding we can get the hearing room and I have the program here so 

we can see whether i t f i t s or not. 
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MR. SMITHJ Any date subsequent to the 30th of April w i l l be 

satisfactory. I f you can suggest the dates that the hearing room 

might be open why then we can take i t to Mr. Kellahin from there. 

MR. KELLAHINJ (representing Western Development, successor 

to J. D. Hancock, Jr., and J. B. Hancock, Inc.) We have no 

objection to the continuation to any reasonable date. We would l i k 

to have an early hearing of this case though. 

MR. MACEYi Would i t be agreeable with both of you to set i t 

any time the f i r s t , second or t h i r d , approximately i n there, of 

May? 

MR. SMITHS That w i l l be satisfactory. Those dates are not 

on the week end, I presume, on Sunday or Saturday? 

MR. MACEY! That i s why I say the f i r s t , second or t h i r d . 

MR. SMITH' The t h i r d w i l l be satisfactory. 

MR. MACEY % How about the third? 

MR. KELLAHINj As far as I know that w i l l be satisfactory. I 

do have some court cases which may be set very shortly, I'd like 

for that reason to have some definite date so that I can argue 

with the judge. 

MR. MACEYj Is the t h i r d definite enough, Mr. Kellahin? 

MR. KELLAHIN3 That i s definite enough. 

MR. MACEY% We w i l l continue the case u n t i l the 3rd of May, 

9l00 0*clock i n the morning i n this room. 

STATE OF NEW MEXICO ) 
) SS. 

COUNTY OF BERNALILLO) 

I , Margaret McCoskey, Court Reporter, do hereby certify that 
the foregoing and attached transcript of proceedings before the 

3 
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New Mexico Oi l Conservation Commission at Santa Fe, New Mexico, is 
a true and correct record to the best of my knowledge, s k i l l 
and a b i l i t y . 

IN WITNESS WHEREOF I have aff ixed my hand and notarial seal 
th i s 1st day of A p r i l , 1955. 

Notary Public-Court Reporter 
My commission expires 
August 15, 1956. 
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BEFORE THE 
O I L CONSERVATION COMMISSION 

Santa Fe, New Mexico 
May 3, 1955 

IN THE M A T T E R OF: 

(Rehearing) By provisions of Order R-566-B, 
dated January 31 , 1955, the Commission granted 
rehearing i n Case 696 upon application of Stanolind 
O i l & Gas Company and hearing was set fo r March 
17, 1955 at which t ime the case was continued unt i l 
May 3, 1955. In the case as o r ig ina l ly heard, J. D . 
Hancock, J r . , sought an order requi r ing ratable 
take or p ro ra t ion of gas production i n the West Ku tz -
Pic tured C l i f f s Gas Pool , San Juan County, New 
Mexico, and Order R-566 issued by the Commission 
on December 23, 1954, established special rules 
and regulations fo r the pool . 

M R . MACEY: Hearing come to order . Due to the fact that a quorum 

of this Commission cannot be present this morn ing , this Commission w i l l 

continue Case 696 unt i l 9 a . m . on May 19, i n this room. 

The hearing is adjourned. 

I , Joan Hadley, do hereby c e r t i f y that the foregoing and attached t r ansc r ip t 
of proceedings before the New Mexico O i l Conservation Commiss ion at Santa Fe, 
New Mexico, is a t rue and cor rec t record to the best of my knowledge, s k i l l and 
ab i l i ty . 

IN WITNESS WHEREOF I have af f ixed my hand this 3 rd . day of May, 1955. 

BEFORE: 

M r . W i l l i a m B . Macey 

TRANSCRIPT OF HEARING 

# s{c jf: !jc # j}: sjc # * jjc sjc # j{c sjc j[c jf: sf: sf: sjc 



B E F O R E THE 
OIL CONSERVATION COMMISSION 

Santa F c , New Mexico 
May 3, 1955 

IN THE MATTER OF: 

(Rehearing) By provisions of Order R-566-B, 
dated January 31, 1955, the Commit• ion granted 
rehearing in Case 696 upon application of Stanolind 
Cil & Gas Company and hearing was act for March 
17, 1955 at which time the case was continued until 
May 3, 1955. In the case ac originally heard, J. D. 
Hancock, Jr. , sought an order requiring ratable 
take or proration of gaa production in the West Kutz-
Pictured Cliffs Gas Pool, San Juan County, New 
Mexico, and Order R-566 issued by the Commission 
on December 23, 1954, established special rules 
and regulations for the pool. 

BEFORE: 

Mr . William B. Macey 

TRANSCRIPT OF HEARING 

MR. MACEY: Hearing come to order. Due to the fact that a quorum 

of this Commission cannot be present this morning, this Commission w i l l 

continue Case 696 until V a .m. on May 19, in this room. 

The hearing is adjourned. 

* * * * * * * * * * * * * * * * * * * * 

I , Joan Hadley, do hereby certify that the foregoing and attached transcript 
of proceedings before the New Mexico Oil Conservation Commission at Santa Fe, 
New Mexico, is a true and correct record to the best of my knowledge, skill and 
ability. 

IN WITNESS WHEREOF I have affixed my hand this 3rd. day of May, 1955. 
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OIL CONSERVATION COMMISSION 
STATS OF NSW MEXICO 
Santa Fe, New Mexico 
'-a/ 19, 1954 

) 

) 
Application of <J. D. Hancock, Jr., f o r a n order ) Case No. 69p 
requiring ratable take of gas i n the West Kutz- ) 
Pictured C l i f f s Pool, Sen Juan County, or f o r ) 
proration of eras production in said pool, ) 

) 

j 
BEFORE THE FULL COMMISSION 

TRANSCRIPT OF PROCEEDINGS j 

MR. KELLAHIN: Jason Kellahin, appearing f o r the applicant! 

in Case 696. At t h i s time, we ask leave of the Commission to amend 

cur p e t i t i o n i n the respect of the name cf the applicant which [ 

should have been James D. Hancock and Company, L imi tec', rather than, 

James D, Hancock as an indi v i d u a l . I s the amendment acceptable toi 

tho Commission? 

MR. SPURRIER: I t i s to the Commission, I s there objection? 

I-LR. KELLAHIN: I f tho Commission please, we have one witness, 
I 

Mr. Fred Krumm.. I would l i k e to have him sworn, please. j 

(Witness sworn) ! 
j 

F R E D CRUMM 

a -witness, having been f i r s t duly sworn, t e s t i f i e d as follows: 

DIRECT EXAMINATION 

By: MR,, KELLAHIN: 

Q W i l l you state your name, please? 

A Fred Crumm, 

Q By whom are you employed, Mr. Crumm? 
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A James D. Hancock and Company, Limited. 

Q I n what position? A Field superintendent. 

Q Where i s the area of your employment, Mr. Crumm? 

A I n the San Juan Basin, Aztec Headquarters. 

Q What educational qualifications do you have, Mr. Crumm? 

A I graduated from the University of Pittsburg as a geologist. 

Q Did you secure a degree i n geology? 

A Yes, s i r . 

Q Have you had any f i e l d experience since your graduation? 

A Yes, I have. I worked f o r my father as a d r i l l i n g contractor 

i n Pennsylvania and West Vir g i n i a . 

Q For how long a period? A Five years„ ! 

Q Then, by whom were you employed? 

A I v,ras employed by James D. Hancock and Company, Limited, 

of Dallas. 

Q Were you employed as a geologist? 

A Yes. 

Q How long have you worked i n Nev/ Mexico, Mr. Crumm? 

A A l i t t l e over two years. 

Q 'Where i s that work being done? 

A Well, mostly i n the West Kutz f i e l d , San Juan Basin. 

Q How long have you served as superintendent? 

A Two yearso 

MR. KELLAHIN: Are the witness*s qualifications acceptable 

to the Commission? 

MR. SPURRIER: They are. 

Q Mr. Crumm, does the James Hancock and Company, Limited, own 

any property in what has been designated by t h i s Commission as the | 
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West-Kutz gas pool i n San Juan County, Nev; Mexico? 

A Yes, i t does. 

(Marked Hancock*s Exhibit No. 1, 
for i d e n t i f i c a t i o n ^ 

Q I hand you what has been marked as Hancock's Exhibit No. 1 

in the Case before the Commission and ask you what that shows? 

A Well, the outlined i n red here are the Hancock leases, then 

the offset wells are circled i n red pencil. 

Q 'What do you mean by offset wells? You mean wells off settling 

the Hancock wells? A Yes, that i s correct. 

Q The wells that are circled are not Hancock but owned by 

other operators— A (Interrupting) No. 

Q (Continuing)—but owned by other operators. To what gas 

lines are your wells connected as shown on that Exhibit? 

A Our wells are connected to the Southern Union Gas Company!. 

Q To what gas lines are the o f f s e t t i n g wells connected? j 
i 

A They are connected to the El Paso Natural Gas Company. j 
I 

Q Does that include a l l of the o f f s e t t i n g wells or only thojse 

circ l e d on Exhibit No. 1? 

A I t i s a l l o f f s e t t i n g -wells with the exception of f i v e or 

six which Southern Union also takes gas from, but i t i s o f f s e t t i n 

wells that are circled that are theEl Paso wells. They offset a l l 

boundaries, the El Paso. 

Q Mr* Crumm,what does that Exhibit r e f l e c t i n connection wijth 

pipeline connections, does i t r e f l e c t that the majority of your 

offsets are connected to El Paso Natural Gas Company's lines? 
i i -Y"S3j -J—' O 0 € S • 

ME. KELLAHIN: I offer Exhibit No. 1 i n evidence. 
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MR. SPURRIER: Without objection, i t w i l l be admitted. 

Q Mr. C rumm, i s there a difference i n the operating pressure; 

of the pipeline of Southern Union and El Paso Natural Gas Company? 

A There has been, yes. 

Q Have you made an investigation of that difference? 

A well, with t a l k i n g to f i e l d personnel and personnel i n the 

offices and so on, I have arrived at the conclusion that i t varies 

i n the summer time as much as 150 to 200 pounds and i n the winter 

time, they are more nearly closer together, 

Q You say i t varies as much as 150 to 200 pounds, which i s 

the higher pressure l i n e of the two, under what you would consider 

normal operating conditions as they now exist? 

A Southern Union's gathering system i s much higher,, 

Q I t i s your testimony that the normal operating pressure of 

Southern Union's l i n e tends to be higher than El Paso's? 

A That i s correct. 

Q By t the figure that you stated"; Your investigation also 

included the actual data on your own wells, did i t not? 

A Yes. 

Q Did you check some other wells i n addition to that? 

A Off and on, we checked charts and talked to dif f e r e n t peopjLe0 

Q You have actually checked the charts, yourself? 

A xes. 

Q And they did r e f l e c t the pressure d i f f e r e n t i a l ? 

A That i s righto 

Q What effect does that operating pressure d i f f e r e n t i a l have 

upon your operations i n the San Juan Basin West Kutz Pool i n a 

general way? 
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A Well, i t tends to hold the production down because the 

wells just can't produce against high l i n e pressure which i s as 

high as t h e i r shut i n pressure,, I t i s the same as shutting the valve 

when you raise the pressure against the we l l . Then -we have another 

t hing to do with t h i s l i n e pressure which i s also quite a problem 

that occurs In our wells, i s that Southern Union's l i n e pressure 

fluctuates a b i t and creates a l o t of problems such as freezing an<jl 

i n some cases— 

Q (Interrupting) Would you state b r i e f l y to the Commission, 

based on your own experience, what that f l u c t u a t i o n i s and how 

rapid i t i s or how frequent i t is? 

A Well, sometimes i n the winter, when we have warm days i n 

New Mexico pressure w i l l raise 100 to 150 pounds i n two hours or 

drop the same amount i n the same length of time, 

Q Does that drop i n pressure cause any operating d i f f i c u l t i e s ? 

A I t does, 

Q Would you describe to the Commission what the d i f f i c u l t i e s 

are? 

A Well, f o r one thing, Southern Union has quite a problem 

keeping t h e i r meters from freezing up and from the gathering systeihs 

freezing up. The rapid drop and rush i n pressure results i n a l o t 

of d i s t i l l a t e i n the l i n e and these freeze and wells 

are sometimes frozen o f f f o r four to f i v e days at a time, sometimes 

longer and sometimes, of course they can get i t out sooner, but i t 

does give us quite a /problem. 

Q Does i t cause any loss of production to you when these wel^s 

freeze up? 

A I t certainly does because when they are frozen up, I t i s 
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6 
the same as shutting them o f f . 

Q How long a period have they been o f f production as a re­

sult of freezing, based on your experience? 

A Well, sometimes four or f i v e days and sometimes less, some­

times morec 

Q Does that require a special operation to unfreeze those l i 

and meters, Mr,C rumm? 

A Well, i t does i n the case of the way the Southern Union's 

gathering system i s fixed up D They have to blow the lines down an 

pour methyl i n the valves and then repressure them again and t r y 

to get the ice moving, 

Q I n your opinion, would that constitute an economic loss 

resulting i n waste? 

A Well, i t does, to the extent of the gas that i s blown to 

the a i r . 

Q Do you have to blow gas to the a i r i n order to clear the 

line? A Yes, you do. 

Q In your opinion, i s that waste? A I think i t i s , 

Q Have you had any results as to production of water as a 

result of these pressure fluctuations? 

A Yes, we have. When the pressure drops, suddenly l i k e that, 

the water seems to be sucked r i g h t into the well bore. They pro­

duce quite a b i t more water and i n some cases they w i l l even push 

water into the l i n e when the pressure i s dropped 100 pounds, say, 

i n an hour, 

Q Your testimony on that point i s based on your own personal 

experience? A That i s correct. 

Q Not as an engineer? A No. 

les 

i 
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Q You are not t e s t i f y i n g as an engineer? 

A No, that i s righto 

Q That has been your personal experience i n operating that 

pool? A That i s correct. 

Q As a result of t h i s encroachment of water, have you had to 

clean the 'wells more frequently than you considered would have beer 

normal otherwise? 

A I believe that i n some cases where we have a good v/ell and 

a pressure drops so sudden l i k e , l i k e that and over a period of time 

that fluctuation -will cause the wells to cave and cause more frequent 

cleaning than would otherwise be necessary. 

Q Does that operation result in waste, in your opinion? 

A Well, i t does to the extent of the gas that i s blown to the! 

a i r while you are cleaning the we l l . 

Q What about the economic loss caused by having the well o f f 

production and loss of man power i n doing the job? 

A Well, you lose 0 

Q Does that add an expense to your operation? 

A I t certainly does, yes. 

(Marked Hancock's Exhibit No. 2 
for i d e n t i f i c a t i o n . ) 

Q I hand you what has been marked Hancock's Exhibit No. 2 and 

ask you to state b r i e f l y what that Exhibit r e f l e c t s , Mr. drumm? 

In general terms, wha t Is i t ? 

A I t i s a comparison of several Hancock wells and t h e i r o f f ­

set wells -which are i n the El Paso l i n e , the Hancock wells were 

Southern Union. 

Q That Exhibit i s based on several d i f f e r e n t comparisons, i s 
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i t not? 

A That i s correct, both production, d e l i v e r a b i l i t y against 

d i f f e r e n t pressures. 

Q, Galling yoir attention to Schedule A of the Exhibit No. 2, 

would you state 'what that i s designed to show? 

A Well, Schedule A i s a comparison of the gas purchasers, by 

Southern Union Gas Company, and El Paso Natural Gas Company. Thes; 

figures have been taken from state records and that i s -where we got 

them0 You might note that James D„ Hancock and Company sold to 

Southern Union, the average purchase per well per month f o r the 

period of the 1st of January, 1953 to the 1st of November, 1953 wa^ 

3,90^,000 per day, Down lower there, why the purchase by El Paso j 

from Danube O i l Company was 8,365,000 per day and from Frontier was 

5,160,000. Of course, Benson % Montin i s quite a b i t higher, they 

sold 11,958,000 per well per month to El Paso. We have made on ! 

further in t h i s pamphlet a few- changes but I don't think they w i l l 

change the overall picture at a l l , 

Q They do not effect anything on Schedule A, i s that correctf 

A No, they don't. 

Q Does Schedule A r e f l e c t the average production of wells 

connected to Southern Union? A Yes, i t does, 

Q Southern Union averaged 2,363,000 while El Paso's average 

per -well i s 3,612,000? Turning to Schedule B i n Exhibit No. 2, w i | l 

you state -what that reflects? 

A I t i s a comparison of f i r s t potentials of Hancock wells 

with f i r s t potentials of offset wells. 

Q Before you go into that, I notice from the Exhibit that the 

l i s t of wells i s grouped, l i s t i n g a Hancock w e l l , followed by other 
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wells. Would you state how those are grouped? 

A The Hancock well i s down and then followed by i t s offset 

v/ells which are i n El Paso l i n e . The Hancock v/ell being the South|ern 

Union, according to these f i r s t potentials, I think we could look 

at t h i s Hancock No. 11. I t seems to be the best and then i t has 

nine offset wells<> I t s potential was 3,950,000 and the nearest 

well to i t i s the Danube Thompson No. 3, 3,730,000, then they go oji 

down to 387,000 which i s Benson & Montin Gallegos No. 11. 

Q I s there a well l i s t e d i n here which i s not i n f a c t , a 

pictured C l i f f well? 

A Yes, there i s . I t i s the Hancock and B r i t i s h American 

Douthit No. 1. I t was included i n a row but the effect i s negligible 

i f anything i t hurts our position more than i t would favor i t be­

cause i t i s a higher rock pressure v/ell being a f r u i t land v/ell. 

Perhaps we can see what I mean more i n Schedule E l a t e r . 

Q But that v/ell should be eliminated from the Exhibit, i s 

that correct? 

A Yes, because i t i s a f r u i t l a n d formation v/ell. 

Q Turning to Schedule No. C, would you state what that i s 

designed to show? 

A Schedule C is a comparison of gas sales from Hancock gas 

v/ells to Southern Union Gas Company with gas sales from offset 

wells to El Paso Natural Gas Company. Here too, the wells are Hanj-

cock v/ell is first and its offset wells are below. In this instance 

this Hancock #11 shews that this total purchase from it during the 

period of January 1 to November 1 was 63,132 MCF. Nov/, the nine off­

set wells which were,according to the initial potentials all less 

than Hancock § l."U there were only two wells less than Hancock jf±\. 
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and Benson & Montin*s Gallegos No. 24 produced 136,526,000 MCF, 

which i s quite a difference. Then, there were Thompson No. 3 which 

i s Danube v/ell produced 131,800,000 MCF and Danube Thompson No* 5 

produced 119,194,000 MCF and Hancock No. 11 which was a better well 

to s t a r t produced only 63,182,000. 

Q Turning to Schedule D, would you state what that i s designed 

to reflect? 

A This Schedule i s showing d e l i v e r a b i l i t y based on a common 

v/ell head working pressure of 200 pounds per square inch, from Han­

cock wells and offset wells. I t also shows the gas from the Hancock 

wells purchased by Southern Union Gas Company and gas from offset 

wells purchased by El Paso Natural Gas Company. Hancock No. 11 

shows the d e l i v e r a b i l i t y at 200 pounds Wellhead v/orking pressure 

of 684,000.4 and t h i s would have given, i t would have been able to 

produce 203,057,000 of gas i n t h i s period of January 1st to Novembejr 

1st, The actual purchases were 63,132,000. I t would give a percenj-

tage of 30.3 percent of the d e l i v e r a b i l i t y . 

Q How does that compare with some of the offset v/ells, Mr. 

C'rumm? 

A Well, Thompson § 3 which i s the closest well to i t , both in 

production and i n location, i t s d e l i v e r a b i l i t y would be 611,000.46, 

i t s actual or i t s proposed d e l i v e r a b i l i t y would be 135,333, that 

would be 135,333,000. I t s actual purchase or gas sold from i t was 

131,300,000, that i s approximately, we l l , a l i t t l e over twice as 

much as produced i n Hancock § 11. Then, there i s a well here, Bensjon 

& Montin 13 Payne § 8, i t s d e l i v e r a b i l i t y at 200 pounds i s approxi­

mately half of Hancock ,f 11. I t i s 314,000, i t s purchase from i t 

was 77,600,000 which i s quite a b i t more than was purchased from 
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Hancock % I l o 

Q How does Hancock § 11 compare with the Thompson Payne # 8 

•well? 

A Well, that was the one that I was just t a l k i n g abouto 

Q Do you know whether the Payne § 8 was on the li n e through 

out the period that i s shewn on t h i s ExhL b i t , Mr. Crumm? 

A No, I don't know exactly whether i t was on the f u l l time, 

300 some days. I don't know exactly whether i t -was on a l l those 

days or not but . I know that the production i s greater than a wei]. 

which d e l i v e r a b i l i t y i s twice as much. 

Q Was the Hancock # 11 on production a l l through that period^ 

A That i s correct, 

Q Turning to Schedule § S, Would you state what that i s 

designed to show? 

A That i s a Schedule showing d e l i v e r a b i l i t y per State teas ir. 

gas sales from Hancock wells and offset wells. The gas from Hancoqk 

wells purchased frcm Southern Union Gas Company. The gas from off­

set wells purchased from El Paso Natural Gas Company. 

Q Are these based on the tests which were ordered by the O i l 

Conservation Commission of Nev/ Mexico? A That i s correct. 

Q They are figures that were reported as a result of those 

tests? A Yes. 

Q A l l r i g h t . 

A I t seems to me that the most important figure i n t h i s i s thle 

t o t a l percent of d e l i v e r a b i l i t y purchased from Hancock wells and thjeir 

offsets. For Hancock § I I , the t o t a l percent of d e l i v e r a b i l i t y i s 

28.9 percent, while i t s offsets i s 67.2 percent. 

MR. GRENIEK: Give the figures again. 

A D A D E A R N L E Y & A S S O C I A T E S 
STENOTYPE REPORTERS 

ROOM 10S-1O6-107 EL CORTEZ B L D G . 
PHONES 7 - 9 6 4 5 A N D 5 - 9 5 4 6 
A L B U Q U E R Q U E . NEW MEXICO 



12 

A The percentage of d e l i v e r a b i l i t y t o t a l was 23.9 and El Paso's 

was 67.2 percent. 

MR. GRENIERi For what period? 

A That i s the period from the 1st of January, 1953 to the 1st. 

of November, 

MR, GRENIER* Thank you. 

A I would l i k e to c a l l attention to t h i s Hancock B r i t i s h Ameri­

can v/ell which we deleted from the testimony because— 

Q (Interrupting) I t i s a f r u i t l a n d well? 

A Yes, I t shows that Southern Union took IkJjSfo because, that 

was because of the higher shut in pressure of the v/ell. Southern 

Union Gas Company took 7h-3 percent of the deliverability. That 

would show that the line pressure has quite an effect on the wells. 

Q Turning to Schedule F, w i l l you state what that shov/s? 

A That i s a comparison of the d e l i v e r a b i l i t y of the Hancock 

wells and the offset wells and I t was merely put i n to show that 

the Hancock wells are equal to or better than the offset wells as 

far as the State d e l i v e r a b i l i t y goes and i f you compare them on 

another basis of say, using a set l i n e pressure of 200 pounds they 

s t i l l equal out, they are approximately equal to a l l t h e i r offset 

wells i n a b i l i t y to produce, 

Q You mean in a b i l i t y to produce under the same operating 

conditions? A That i s correct. 

Q Turning to Schedule G, would you state b r i e f l y what that 

reflects? 
A This Schedule G shows additional amounts, Mr. Hancock woulcjl 

have received had Southern Union Gas Company purchased the same 
Wells 

percentages of d e l i v e r a b i l i t y f o r 14 of Hancock/that El Paso purchased 
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from 30 offset wells. I t i s merely a f i n a n c i a l page and i t shows 

the difference of, v/ell, i t i s based on d e l i v e r a b i l i t y on a common 

wellhead working pressure of 200 pounds. 

Q On that basis, does that Exhibit r e f l e c t that Hancock sufff 

any economic loss as a result of the present operating conditions? 

A I t shows that he suffered quite a loss, amounting to a l i t l 

over $44,000o00 just i n that ten month period, from those few well 

Q In the preparation . of Exhibit No. 2, Mr. C.rumm, was that 

5red 

;le 

> o 

prepared under your direction and supervision? 

A I t waso 

Q And have you checked i t f o r accuracy since i t s preparation? 

A Well, I checked i t some and I have made a few notations i n j 
i 
i 

h ere but I don't think that they would change the overall picture 

at a l i o 

Q Does i t r e f l e c t the figures which you supervised i n gather­

ing the information? A Tes. 

MR. KELLAHIN: We offer Exhibit No. 2 i n evidence at t h i s 

time. 

MR. SPURRIER: Without objections, i t w i l l be admitted. 

Q Mr. Crumm, have you any conclusions to draw from the t e s t i ­

mony that you have presented here? 

A Well, I believe that t h i s w i l l show that the Hancock wells 

are equal to t h e i r offset wells, perhaps a l i t t l e better and that 

while we are capable of producing as much gas they have not been 

permitted to do so under existing conditions. Therefor^, I don't 

think that gas i s being taken ratably throughout the West Kutz PoolL 

Q To your knowledge, has any e f f o r t been made to settle, t h i s 

question prior to a hearing before the Commission i n t h i s Case? 
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A I believe that Mr. Hancock has made several attempts to 

settle t h i s otherwise and that there have been quite a few conferences 

with Southern Union on the matter. 

Q I t i s not due to any lack of cooperation on the part of 

Southern Union that t h i s condition continues to exist? 

A No, s i r , I don't believe i t i s . 

MR. KELLAHIN: That i s a l l . 

MR. SPURRIER: Anyone have a question of Mr. C rumm? Southern 

Union. 

MR. GRENIER: A. S. Grenier for Southern Union. 

Questions by MR. GRENIER: 

Q Were a l l these figures that you were ta l k i n g about i n your 

Exhibit No. 2, ten month figures, Mr. Crumm? 

A Yes. 

• Q Have you made any studies as to drainage, as to whether t h i s 

disparity i n take which you have t o l d us about, during the 

11 month period has resulted i n any actual loss of recoverable re­

serve to Hancock? 

A Well, we haven't made any specific study. We contend that 

i t has. 

Q Have you made any studies as to the quantities of gas whiclh 

were taken by Hancock from i t s wells through sales to Southern Unipn 

prior to the time 'when these offset wells went on to the l i n e and 

began s e l l i n g to EI Paso? 

A Not sp e c i f i c a l l y , no, s i r . 

Q So, that you do not know whether t h i s 44,000 figure which 

you have recited i n Schedule G i s offset i n part,in whole,or more 

than offset by sales effective by Hancock to Southern Union prior 
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to the set up of SI Paso's gathering system at that time? 

• MR. KELLAHIN: I f the Commission, please, I would l i k e to 

point out that Schedule G covers merely the ten month period and 

has nothing to do with the period prior to the d r i l l i n g of the off 

set wells. I t r e f l e c t s present production during the ten month 

period only. 

MR. GRENIER: I was asking i f he had made studies f o r the 

other p r i o r period. I understood that t h i s did not purport to go 

back, yes. 

A V/ell, we haven't, no. 

Q You haven't made any such study? A No. 

Q Ar*e you fa m i l i a r with the minimum purchase requirements 

the take or pay f o r requirements of Southern Union contracts with 

J. D. Hancock and the other contracts that you were s e l l i n g to 

Southern Union? A I am. 

Q Is i t your understanding that Southern Union has complied 

with i t s minimum purchase or minimum take or pay f o r obligations 

under those contracts? A I t i s , yes. 

Q There i s no contention that we have, i n any wise that 

Southern Union has i n any way f a i l e d to l i v e up to i t s contractual 

requirements? A No, s i r . 

MR. GRENIER;: That i s a l l we have. 

MR. SPURRIER: Anyone else? I f no.further questions, the 

witness maybe excused. 

(Witness excused.) 

MR. KELLAHIN: I f the Commission please, that concludes 

our presentation i n t h i s Case. I t i s our understanding and our 

anticipation that there w i l l be a request that t h i s Case be held 
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open f o r further testimony. I want to state most emphatically now 

that we f e e l that we have presented a case 'which shows the applicant 

i s suffering a severe economic loss. We f e e l that we have proof oi' 

waste and we fe e l that the only solution i s a proration order. 

We are not going to get up and object to a reasonable con­

tinuance. We expect that some of the operators may have some t e s t i ­

mony they wish to off e r , but we do not want t h i s Case continued for 

month to month f o r a period of six to eight months. We have con­

tended with t h i s situation f o r some 18 months now. The only solutilon 

as f a r as we can see i s proration, we are now entering upon a period 

during the summer months when the results of these higher pressures 

become even more apparent than during the winter months. We are 

most anxious to have the Commission enter an order at as early a 

date as possible. 

In the event there can be no agreement on any proration 

formula being proposed, we ask that a reasonable proration formula 

be proposed and the Case held open f o r further consideration i n 

that connection. 'We want proration i n s t i t u t e d and that as soon as 

possible i n the West Kutz Pool. Thank you. 

ME. HOWELL: Mr. Howell, representing El Paso Natural Gas 

Company. May I ask Mr. Kellahin a question? Do I .understand you 

correctly i n your request to the Commission that you are not asking 

the Commission to enter any ratable take order but are asking the 

Commission only f o r a proration order as to the West Kutz Pool? 

MR. KELLAHIN: Our p e t i t i o n asks f o r a ratable take or i n 

the alternative prorationing. Nov;, I am somewhat at a loss to see 

hov; they can enter a ratable take order i n the absence of proration 

f i r s t . I f I had a proposal on that, I would make i t . 
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MR.HOWELL: I f I understand,you are not requesting that 

the Commission enter any ratable take? 

MR. KELLAHIN: Not at the present time. I f they can do i t 

we are asking f o r i t , yes, s i r . 

MR. HOWELL: Thank you, that took away the major portion oif 

the statement that I wanted to make on behalf of El Paso Natural 

Gas Company regarding the power of the Commission to grant such re­

l i e f as that. Of course, i f i t i s n ' t asked, there i s no point i n 

making the statement. However, I do wish to make t h i s suggestion 

that i n view of the question of proration i n the entire San Juan 

Basin area i t would seem that t h i s should be considered along with 

other pools i n the area and the general overall solution reached 

rather than a piece meal solution, when i t -would be eminently propejr 

to hear the testimony that w i l l be presented at the special hearing 

next month which, of course, i s applicable to Mesaverde but i n many 

instances the same principle might be applicable to the Pictured 

C l i f f . 

MR. KELLAHIN: I f the Commission please, we would oppose 

Mr. Howell's suggestion that t h i s Case be consolidated and heard 

along with some other Case, due to the fact that we f e e l these othe 

Cases are going to continue f o r an i n d e f i n i t e period. We realize 

that perhaps i t should be considered with other Pictured C l i f f area 

as up there but -we have before us the situation perhaps, the worst 

example on what i s occurring on account of t h i s non-ratable take 

as bet-ween the pipelines, I say that neither of the pipelines i s t 

be c r i t i z e d f o r that s i t u a t i o n . They have t h e i r market, the Commission 

i s the only one who can adjust that s i t u a t i o n . We have come here ajid 

appealed f o r i t . I f i t i s the feeling of the Commission that t h i s (Jase 
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should be heard along with other Cases, we do urge that a interim 

order of some sort be entered to give us the r e l i e f during the period 

we are now entering i n t o , when we are r e a l l y going to be badly 

damagedo 

MR. SPURRIER: Anyone else? 

MR. GRISNER: Southern Union. I would l i k e to add a l i t t l i 

bit more to what Mr. Howell had tc say on the subject of ratable take 

between pipelines companies. Mr. Kellahin indicated he i s not asking 

f o r that r e a l l y at t h i s time, and yet i t does remain i n his p e t i t i o n 

f o r r e l i e f . I just wish to point out that although I think i t quite 1 

proper f o r t h i s Commission, i n the l i g h t of the Statute, that we are 

working under hereto, i n appropriate Cases, put i n an order enforcing 

ratable take on the part of any pipeline company withdrawing from a 

f i e l d . I have found nothing i n examining the Statute that would 

tend to indicate authority on the part of the Commission to order 

ratable withdrawals as between two or more takers from the same pocjl. 

The problems which might possibly be solved by such an order 

would appear from examining the frame work of the act are to be coped 

with by proration orders rather than by ratable take orders spread-

across several purchasers whose f a c i l i t i e s may or may not be connected 

or sensibly connectable. I 'wish to make t h i s point as just a state­

ment on the part of our company i n i t s position here and with the 

request that we be given a further opportunity to f i l e a b r i e f on 

the point before any proposed order on the part of the Commission 

attempting to i n s t i t u t e ratable take as between pipelines be enterep! 

i n t h i s Case. 

MR. SPURRIER: Anyone else? 

MR. GREER: Mr. 'Greer with Benson & Montin. I f the CommisstLon 
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i s going to establish proration i n the f i e l d , we would l i k e to havb 

a voice i n establishing the formula. We f e e l that although we can 

appreciate Mr. Hancock's position and perhaps i t has been going on 

for quite awhile, we certainly haven't had much time as a group of 

operators to get together and t r y to work out a formula. We cer­

t a i n l y would l i k e to see at least three or four months allowed f o r 

us to t r y and get together and work something out. 

MR. SPURRIER: The Commission w i l l accept any and a l l pro­

posed orders, Mr. Q_*ee£', at any time. Anyone else? 

MR. TOWNSEND: Jim Townsend with Stanolind. Stanolind wou}.d 

l i k e to move that t h i s Case be continued for at least one month i n 

order to give us an opportunity to evaluate the testimony and evi - j 
i 

dence which has been presented at t h i s time and also i n order to J 

give us a chance to gather data and evidence on our own part. We j 

are not seeking to delay the matter f o r the purpose of extensive 

study i n order to prejudice Mr. Hancock's sit u a t i o n , but we do thirjk 

that we would l i k e an opportunity to present evidence and are not 

prepared to do so at t h i s time since we only had about ten days 

notice "with respect to t h i s Case. We would l i k e also, i f i t i s a-

greeable, to have the witness available at that time f o r cross exami­

nation on the testimony that he has presented. 

MR. KELLAHIN: Mr. Crumm w i l l be available at the hearing 

next month i f the Case i s set at that time. 

MR. SPURRIER: I s there objections to continuing t h i s Case 

to June 21st f o r the reasons as stated. I f not, i t w i l l be continule 

to June 21st, at the same time that Cases 330 and 330A. 

MR. KELLAHIN: I t w i l l be heard as a separate Case, w i l l i t 

not? . 
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MR. SPURRIER: Yes, s i r . We w i l l recess u n t i l one o Tclock 

STATE OF NEW MEXICO ) 

COUNTY OF BERNALILLO ) 

I , ADA DEARNLEY, Court Reporter, do hereby c e r t i f y that the 

foregoing and attached transcript of proceedings before the New 

Mexico O i l Conservation Commission at Santa Fe, Nev; Mexico, i s a 

true and correct record to the best of my knowledge, s k i l l axl 

a b i l i t y . 

IN WITNESS WHEREOF I have affixed my hand and no t a r i a l seal 

t h i s 26th day of May, 1954» 

» 

Notary Public and Court Reporter 

My Commission Expires: 
June 19, 1955. 
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Santa Fe, New Mexico 

June 24, 1954 

[N THE MATTER OF; ) Case No, 

Application of J 9 1). Hancock, Jr., f o r an 
order requiring ratable take of gas i n the 
Vest Kutz-Pictured C l i f f s Pool, San Juan 
County, or for proration of gas production 
i n said pool. 

898 

BEFOREl 

Mr. R. Rs Spurrier 

TRANSCRIPT OF HEARING 

MR. SPURRIER; Mr. Kellahin, i s t h i s your case? 

MR. KELLAHIN; Yes, s i r . 

MR a SPURRIER; Mr. Kellahin are you ready? 

MR. KELLAHINi Ve presented our testimony at the hearing 

last month and except f o r rebuttal,, we have completed our case. 

MRo SITTflRIERs Is there anyone else who has testimony 

to present i n Case No. 696? 

MR, SMITHi J. K 0 Smith on behalf oi Stanolind and Benson 

and Montin. We have some testimony we would l i k e to o f f e r . 

MR. HOWELL? I would l i k e to make a motion. Ben Howell 

representing Ei Paso Natural Gas Company. I make t h i s motion with 

f u l l appreciation of Mr. Hancock* s problem there but I as; also try­

ing to be r e a l i s t i c i n view of the d i f f i c u l t i e s of getting into 
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2 
proration up here. El Paso Natural Gas Company is not prepared at 

this time to offer any testimony i n any Pictured C l i f f Wells. Ve 

have no production i n the West Kutz-Pictured C l i f f s Pool although 

we are a producer there. We are attempting to make studies i n 

order that we might come up with some recommendations that would 

have some v a l i d i t y * I t appears generally that the result of what­

ever the Commission does i n the Mesaverde may well influence 

recommendations that operators might want to make i n the Pictured 

C l i f f s F i e l d . I would suggest that getting into the proration of 

a single Pictured C l i f f s Pool p r i o r to the Mesaverde intends tc put 

the cart before the horse. Vith that b r i e f statement I offer a 

suggestion or motion that t h i s case be continued and heard with the 

other cases regarding the Pictured C l i f f Poole 

MR. SMITHi I would l i k e to j o i n Mr. Howell i n that motion 

on behalf of Benson and Montin. 

MR. KEQ-LAHIN: We would r e s i s t the motion as seconded by 

Mr. Smith f o r the same reason we stated at last month's hearing. 

That i s f we fe e l that we have shown a situ a t i o n which demands 

immediate attention. Now, i f we could secure something i n the 

nature of an interim order we would have ne objection te holding 

t h i s case open f o r further study and testimony and modification of 

the order at some l a t e r date. But, we certainly do feel that we 

have put on a case here that shows that we are entering into a 

period i i i which the Hancock i s going to suffer real damages and an 

interim order would be proper on the part of the Commission i n my 

opinion a Under those circumstances of course, we could not very 

well r e s i s t the continuation of the case. Otherwise- we would ask 

that the case be heard and completed as rapidly as possible. I 
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have a proposed order here. 

MR„ SMITH? I should l i k e to suggest to the Commission 

that any sueh order as he Is suggesting would he t o t a l l y unsupport 

ed by any evidence at a l l . 

MR3 SPURRIERi Mr. Howell, do you have a coa&nent on that. 

I t was your motion. j 

MR. HOWELL % I would not withdraw the motIon on the basis 

of that statement and might add t h i s that, of course, insofar as 

El Paso Natural Gas i s concerned, there are certain factors which 

w i l l probably be considered i n the Pool that we w i l l not take sides 

on, We don't have production over there but I do understand that 

there are issues that present material controversies, and I also 

might suggest that two of the Commissioners are absent and such 

questions as the amount of acreage attributable to a Pictured 

C l i f f s well and whether or not there w i l l be any multiple units are 

questions of s u f f i c i e n t importance that i t seems to me that the 

entire commission should hear them. 

MR. KELLAHINs I would l i k e to point out that t h i s Com­

mission has already heard argument on that very point i n Case 377 f 

and entered an order covering the units insofar as the Vest Kutz-

Pictured C l i f f s i s concerned and that i n the order entered i t 

refers not only to d r i l l i n g units but mentions the spacing order, 

Order Noe 172. The Commission had considerable testimony before i t 

at that time as to the characteristics of the Pictured C l i f f s Pool 

that would be the basis f o r an interim order. 

MR. SMITHi The order he refers to does refer to production 

u n i t s . There was no evidence i n the record i n support of proration 

units or factors f o r allocation formula. I t i n effect constitutes 
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the spacing order. I t was on the c a l l of the docket as I recall 

i t . To the extent that i t purports to be a proration order, i t has 

no legal effect. 

MR, SPURRIER? Are you s t i l l making a statement? May Mr. i 

Greiener say something? ' 
i 

MR, SMITHi I yield the floor, j 

MR, GRIENER? I would like to make a brief statement on 

this motion on behalf of Southern Union Gas Company. We have deep 

j sympathy indeed for Mr. Hancock and don't want, to do anything or 
i 
! see anything done which would improperly prejudice their position* i 
! 

We want to see them taken care of in a proper fashion just as 

promptly as that can be done. We want to see that I t i s i n a 

proper fashion. As was pointed out i n the consideration of the 

last ease,, we are taking gas froit. many small independent producers 

and i t has always been a part of our company's thinking that those j 

people don't have a very adequate opportunity to express their ! 

thoughts on the matters here because i t does entail eoming to Santa 

Fe and making use of special engineering and legal talent which 

costs money and i t i s not worth their while, that i s individually, 

and so they don't do i t . Ve are very concerned that the over-all 

pattern of proration i n the San Juan Basin, the Nev Mexico portion 

of i t be on a sound and consistent and workable basis. I t is our 

feeling that we should not attempt, that i s to say by that I mean 

the operators, the pipe line companies, and the Commission a l l 

working together^ should not attempt to try and sold the problems 

of the Vest Kut_ Field independently of the problems of the other 

three Pictured C l i f f s Pool which are set for hearing at, I believe, 

the next regular monthly hearing of the Commission. They do have 
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many matters i n common and tbat they should be considered i n com­

mon as part of an over-all pattern. That we feel should out weigh 

In the thinking of the Commission the desirability of just getting 

something into effect now to help Mr. Hancock as Mr. Smith has 

pointed out oi dubious legality. In other words, I support Mr 0 

Howell's motion. 

Mfio SMITHt I want to support Mr. Howell's motion too. I 

think at least i t could be continued to the nest state wide hearing 

MFU SPURRIER? Anyone else? Let's take a short recess. 

(Recess). 

MR. SPURRIER? The case w i l l be continued as requested by 

-Mr, Howell, to the regular July hearing which i s July 15th, pro­

viding that the interested companies, namely. Southern Union, 

Stanolind, Benson and Montin, Hancock, British-American, SI Pas© ! 

Natural, w i l l be prepared to present testimony at that time and not 

only present testimony but also the testimony thai they feel that ! 

is necessary and carry mi cross-examination so that the record In 

the case may be completed,. 

MR a SMITHi I would like to make the reservation i n the 

event that certain testimony i s offered that comes as a surprise 

we reserve the right of possible meeting that. 

MR3 SPURRIER: We are faced with a tight schedule on the 

15th, Might I suggest or ask i f i t would be possible to start that 

hearing on the 14th, which i s on Veonesday before the regular hear­

ing on the 15th. Is there objection? The case w i l l be continued ! 

to that date. Mr. Kellahin, ia Mr. Smith's question satisfactory 

with you? 

MR. KELLAHIN; I propose that i f he w i l l exclude any 
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6 
any testimony presented i n the case just completed, I w i l l be w i l l ­

ing to go along with him on that, 

MH. SMITH: A l l I had i n mind, I don't anticipate that 

there w i l l be anything of a surprise nature, I don't want to 

commit myself i n the absence of hearing testimony to not have the 

privilege to request the Commission to submit additional testimony. 
i 

MR. KELLAHIN: Ve would want the same privilege. 

MR. SPURRIER: The Commission understands or at least this! 

Commissioner understands that everybody w i l l be here in good f a i t h 

to put on their testimony that w i l l conclude the bearing i n this 

case. There being nothing further, the meeting i s adjourned. 
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STATE OF NEW MEXICO } 
: ss. 

COUNTY OF BERNALILLO ) 

I , Ada Pea Wiley Court Reporter, do hereby 

certify that the foregoing and attached transcri.pt cf proceedings 

before the Nev Mexico Oil Conservation Commission at Santa Fe, 

New Mexico, is a true and correct record to the best of my 

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

IN WITNESS WHEREOF I have affixed my hand and notarial 

seal this 1 3 t h day of , 1954. 

Iiottry Puolic, 

My Commission Expires: 

June 19, 1955. 
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IN THE MATTER OF: 

The application of Janes D. Hancock and ) 
Company, Ltd., for an order requiring j Case 696 
ratable take of gas in the West Kutz - j 
Pictured Cliff Pool, San Juan County, ) 
New Mexico, or for proration of gas pro- ) 
duction in said Pool. } 

Before: E. S. (Johnny) Walker, Commissioner of Public Lands j 

R. R. Spurrier, Secretary and Director 

TRANSCRIPT OF HEARING 

MR. SPURRIER: The meeting will come to order please. 

This is a continuation of Case 696. That is the only case j 

which we will consider today. Before we begin the case, Commission­

er Walker has something he would like to say. | 

(Discussion off the record.) 

MR. SPURRIER: Mr. Smith. 

MR. SMITH: Stanolind Oil and Gas is ready to go forward. I 

might state for the record that I am appearing on behalf of Stano­

lind Oil and Gas Coapany and Benson and Montin and Mr. J. R. Town-

send, attorney for Stanolind Oil and Gas Coapany ls also appearing. 

MR. TOWNSEND: I will call first Mr. Greer. 

A L B E R T R. G R E E R 

having first been duly sworn, testified as follows: 

DIRECT EXAMINATION 
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1 
By MR. TOWNSEND; j 

i 

Q Will you please state your name? j 

A Albert R. Greer. j 

Q By whom are you employed, Mr. Greer? \ 
i 

A Benson and Montin. 
0 You have previously t e s t i f i e d before the Commission, have 

i 

you not? A Yes, I have. j 
j 

Q And you have te s t i f i e d ao an engineer? | 

A That i s correct. ! 

Q And your qualifications have been accepted by the Commis­

sion OR previous occasions? A Yes, they have. 

Q Are you testifying in this case on behalf of both Benson 

and Montin and Stanolind Oil Company? A That is correct. | 

Q I w i l l ask you, Mr. Greer, i f you are familiar with the gad 

f i e l d known as the West Kutz-Pictured C l i f f Pool? 
i 
l 

A I aa familiar with this f i e l d and have followed it»s devel­

opment since i t * s discovery in 1950• j 

Q We w i l l ask the reporter to mark the map there as Stanolind! 

and Benson and Montin Exhibit No, 1, 
{Marked Stanolind's and Benson anji 
Montin*s Exhibit No. 1, for 
Identification.) 

Q Directing your attention to that map, w i l l you please iden­

t i f y the f i e l d and give tha Commission any general information con­

cerning i t ' s development which you think i s pertinent to this case? 

A The outline of the West Kuts-Pictured C l i f f Field are shown 
i 

on this map with a green l i n e , This f i e l d was .first discovered, or 
was discovered i n 1950 and has been rather rapidly developed u n t i l 

time • 
this time, at which/there are now 166 wells i n the f i e l d and a to t a l A D A D E A R N L E Y & A S S O C I A T E S 
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of 39,^40 acres have been developed. Of the 39s840 acres, two- j 
! 

thirds, or 26,560 acres has been drilled by wells on 320 acre 

spacing. This is indicated by the area colored in red on the map.j 

The other one-third of the field has been developed on 160 acre j 

spacing and this area is colored in blue on the map. j 

We have shown by this Exhibit that both the northwest end of j 

the field and the southeast quarter of the field, together, of 

which comprises about two-thirds of i t have been developed on 320 

acre spacing. Within the middle of the field there have been wells 

drilled, perhaps the tendency of the operator was to d r i l l them on 

160, but there could be 320 acres assigned at this time, 

Q Does the field include what is known as the Gallegos Canyon 

unit? ; 
I 
i 

A The Gallegos Canyon Unit i s included in the northwest end j 

of the field, 

Q Is any other unit included in the field? 

A Part of the Huerfano Unit is included in the southeast part 

of the field, 

Q What is the average well depth for the well in that field? 

A The wells vary in depth from about 1200 feet to somewhat a ; 

li t t l e over 2,000 feet. The average depth is probably about 1800 

feet. 

Q For the benefit of the Commission and those present now, 

will you give a brief statement or history of the rules relative to 

spacing in this field? We are talking about spacing now and not 

prorationing. j 
i 

A The first order of the Commission covering spacing in this ! 

_Xiflltl.uafl order R-46, December 29, 1950, which established l6Q 
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5 
acre spacing for the West Kutz Field. One other Order, R-397 of 

December 17, 1953 was entered relative to the distance from boundai y 

lines which wells could be drilled, but did not affect spacing. j 

Then, Order R-172 of July 24, 1952 was a temporary order granting 

320 acre spacing to approximately the northwest end of the field. 

Then, Order R-172B of December 17, 1953 denied application for per-| 

manent 320 acre spacing. 

Q Those last two orders affect the Gallegos Canyon Unit, is 
! 

that correct? A That is correct. 

Q Were you present at the hearing which resulted in Order No. 

R-46 December 19, 1950? A Yes, sir, I was. 

Q I will ask you whether or not any evidence was presented at 

that hearing to support the order which established 160 acre spacing, 

to the best of your recollection. 

A At this hearing, and at which the Commission established 160 
i 

acre spacing, there was no engineering data or other evidence entered 

into the record to support spacing of 160 acres or any other spacing 

pattern. 

Q Moving along now to the orders covering the Gallegos Canyon 
i 

Unit which, by the way, about what percentage of the field does the 

Gallegos Canyon Unit cover? 

A I haven*t figured that exactly. 
j 

Q Roughly? | 
i 

A About thirty percent of the field. j 

Q Would you state for the record the findings of the Commis- I 

sion in Order No. 172, R-172? 

A The findings from which order R-172 was established was the; 
first hearing In which there was any engineering data or evidence 
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relative to spacing presented to the Commission, One of the Com­

mission* s findings which appears In Order R-172 was that the wells j 

j d r i l l e d to the Pictured C l i f f s formation would ef f i c i e n t l y and ec- ; 

onoaically drain 320 acres, 

Q Are you suggesting at this time that the Commission change ! 

the spacing pattern in the West Kuts Field? . 

A Ko, we are not suggesting that the Commission change the j 

spacing pattern, 

j Q Do you intend to recommend to the Commission the establish-) 

! ment of 320 acre proration unit? 
I 

A Yes, we intend to recommend to the Commission the establish!-
I i 

| ment of 320 acre proration units. 

Q Do you intend to show in the testimony which you w i l l give 

that the 160 acre spacing rule and the proposed 320 acre proration 

unit are compatible and consistent \-rith each other? 

A Yes. As long as there ia a proper allocation formula, i t ik 

possible to have wells d r i l l e d on 320 acres and wells d r i l l e d on 

160 acres in the same common source of supply/will allow production 

from each well in such a fashion that the correlative rights would 

be protected and the f i e l d can be eff i c i e n t l y and economically 

produced. 

0 There have been no hearings or no testimony in any of the 

cases thus far relative to proration units or the size that they 

should be, is that correct? A That is correct. 

Q Does the testimony that you have given us thus far, bring ufci 

up-to-date to the date of the present application for proration for 

the West Kuts Field? 

A Yes, this brings ua up-to-date. A D A D E A R N L E Y & A S S O C I A T E S 
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Q I will ask I f you havelaade or caused to be made, certain 

studies regarding the proration of gas in this field with particu- j 

lar reference to the size which these proration units should be? 

k Yes, I have. 

Q Directing your attention now to Section 13B of the Conser- j 

ration Statute which reads as follows: "The Commission may astab- ; 

llsh a proration unit for each pool, such being the area which may 

be efficiently and economically drained when developed by one well,; 

and in so doing the Commission shall consider the economic loss 

caused by the drilling of unnecessary wells, the protection of cor­

relative rights, including those of royalty owners, the prevention , 

of waste, the avoidance of the augmentation of risks arising from ; 

the drilling of an excessive number of wells, and the prevention ofj 

reduced recovery which might result from the drilling of too few I 

wells". I will ask you whether or not these studies which were made 

by you were made with reference to this statutory provision? j 

A Yes, they were. j 

Q Have you available information which will show the area in j 

this field which can be efficiently and economically drained by 

one well? A Yes, I have. 

Q What is the nature of that data? 

A We have conducted a number of interference tests which 

definitely establish the area or the minimum area which wells ln 

this field will drain. 

Q Do you have the results of those tests with you? 

A Yes, I have. These tests are exact duplicates of tests 

which were — let me reword that >— these tests have been entered 

into the record before in one of the other cases, and we have those 
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3xhibits OH f i l e here now, 

Q I w i l l ask the reporter to mark the results of these tests 

as Stanolind and Benton and Montin Exhibit 2 in this case. 

(Marked Stanolind's and Benton and 
Montin's Exhibit No. 2, for ! 
identification.) ! 

A This Exhibit is broken into five separate tests. 
i 

Q Let»s take up each test one by one and try briefly to sum-j 

aarlze the results of the test and what is shown by each one and how 

they are related to each other. Let's take f i r s t . Test No. 1, 

A In test No* 1 we have on page 1 a description of the area 

of the test and the wells included in the test, the date of f i r s t 

production into the pipeline. On page 2 is identified the shut-in , 

well in the test area and the distances to the nearest producing '-. 

well. Page 3 shows the pressure measurements made on the subject 

shut-in well. Page 4 is an explanatory note and page 5 is a map 
i 

showing the area of the test and approximate reproduction of this 

map which is the one on the wall. 

Q Can you point out where the area of the f i r s t test on the j 

map on the wall is? 

A The area of the test is shown colored in yellow. The pro­

ducing wells that were completed at that time were colored in green), 

and a well which was shut-in and on which pressure measurements were 

made during the test is colored in red. That particular well was 

Hancock No. 11, Hancock. 

Q What is the next page? 

A The next page is a graph showing the pressure history of 

this weil during the time of this test and while i t was shut-in. 

This is also- shown by the graph—Juab-above the map oa the wall. — 
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Q What conclusions do you draw froa this test? 

A This test shows that this particular well, after being 

completed and before putting on the production in the pipeline, wâ  

shut-in for the length of time adequate for it to build up to it's 

maximum shut-in pressure. Now, we know from other wells whieh were 

drilled in the immediate area that the original shut-in pressure 

ln this area was about 465 pounds. The maximum pressure to which ! 
i 

this well built up was 446£ pounds. That indicates to me that ad-j 
j 

Joining wells had produced gas out from under this particular well's 

tract before this well was complete. 

As further definite evidence that gas was migrating away from 

this particular tract to the other wells in the area, we have the 

additional pressure maintenance which was shown in green on this 

graph and which shows that the pressure decreased ln this well al­

though it was shut-in a l l the time of the test, no production was 

taken from the well. Nevertheless, it's gas reserves were being 

produced by off-set wells. 

Q Turning now to teat No. 2. 

A I would like to add one more remark. The nearest off-set 

well to this particular one was Danube No. 3 Thompson, which was a 

distance of 2,160 feet. Tbat is the closest well which could have 

been draining this particular test well. The drainage radius of 

2,160 feet is equivalent to a circular drainage area of 336 acres. 

This means to me that the minimum drainage area which a well in this 

part of the field could drain would be 336 acres. 

Q Now, Test 2, please. 

A Test No. 2, we have the same comparative information in our 
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the exact pressure measurements, and on page 9 we have the map 

which shows the area of this test. 

Q Can you point out the well i n the area of this test on the 

map on the wail? 

A This test was conducted on Benson-Montin Ko, 18, Gallegos 

Canyon Unit, and i t i s colored in red on the map, and the producing 

wells within this test area are colored in green. 

This particular well was d r i l l e d on Indian land, and the 

pipeline companŷ  i t took them several months to get authority to 

cross the land with pipeline and t i e the well i n , so we had a com- ! 

paratively long interference test on this particular well. I t lasted 

for 244 days. On this well the same as test No, I , we found well 

shut-in pressure b u i l t up to a maximum and the increase in pressure 

measurements as colored ln red on the graph on the wall. j 

This graph is on page 10 of our Exhibit, After reaching the 

maximum pressure, this well also declined as gas was produced from j 

adjoining wells, ana pulled gas out from under the tract on which j 

this well was d r i l l e d . The maximum pressure to which the well had ; 

bu i l t up was approximately 463 pounds? at the end of the test i t had 

dropped 6 pounds to 457 pounds. 

Now, although that Is only a 6 pound drop, the pressure measure 

ments were made with an instrument which was sensitive to one-tenth 

of a pound. I t is apparent from the slope of the curve and the fact 

that i t does not jump up and down, that the trend of tho drop i n 

pressure waa very definite. 

Q There is no doubt in your mind that i f the teat had been 

conducted for a longer period the drop i n pressure would have conti^ 

ued and been reflected by the graph? 
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j 11 

A. That is correct. The test was conducted for a period of abb>ut 

eight months, and I would see no reason why i t would change. 

Q Are your conclusions the same with reference to this test 

| ae they were with reference to test No. 1? 

A The general conclusions are about the same, that the off- j 

set wells were draining gas under this particular wells 1 tract. 

! In this case the nearest producing well to No. Id was Gallegos Can-
| yon Unit No. 6, a distance of 3,050 feat. The draining radius of 
i 
! 3,050 feet is equivalent to circular drainage area of approximately! 
I 670 acres, which means to me that wells in this area could drain a i 

1 
jminimum of 670 acres per well. 

Q Let's turn now to Test No. 3. 

A Under Test No. 3 in our Exhibit, we have again the same type 

of information, the area of the test identified, wells within the 

test area, the distance to the nearest producing well, the exact 

pressure measurements made on the test well, and on Page 13, the raajp 

identifies the area of the test. 

Q Will you indicate the area of the test on the map on the wall? 

A The area of the test is colored in yellow on the map on thel 

wall and the producing wells are colored in green, and the shut-in 

test well is colored in red. Now, this particular test well which 

is Gallegos Canyon Unit No. 13 was drilled almost directly between 

two wells which had been completed at an earlier date, and on which 

we had shut-in pressures from which we could t e l l what the original 

shut-in pressure in that area, or what the original shut-in pressure 

was. 

On Gallegos Canyon Unit No. 17 i t had a maximum pressure of 

468.I poundB, We feel that that Is a good and accurate pressure of A D A D E A R N L E Y & A S S O C I A T E S 
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PL2_ 
that particular area, and that the well had probably b u i l t up to ' 

the maximum reservoir pressure when that test was taken. Just 

across Well No, 13 to the Gallegos Canyon Unit No* 4 we had a shut-i 

in pressure after I believe about twenty days,, of 464 pounds. We 

feel that well probably would have bu i l t up to 463 pounds had i t 

been shut-in long enough, Even so, we have minimum pressures to j 

! which the original wells b u i l t up of 464 pounds and 468,1 pounds i n j 

j that yellow area whan they ware f i r s t completed. 
1 

Now we w i l l go to Well No* 13 which i s the test well and was ! 
I I 
j d r i l l e d between those two wells Ho. 4 and No. 17. I t ' s pressure 
i 

! history during the time of the test i s shown on the graph on page 

14 and the graph above the map on the wall, 

Q What does that show? 

A That shows that this well b u i l t up to a maximum pressure oft 

only 461 pounds. This indicates to ma that that well's tract had 
i 

been par t i a l l y depleted by the off-set producing wells at the time j 

number 13 was d r i l l e d . After building up to i t ' s maximum pressure, 

i t ' s pressure commenced f a l l i n g off and this indicates to me that 

the wells which had drained gas originally from under this well's 

tract were continuing to drain gas from i t during the time of this 

test. The nearest producing well to No. 13 at the time of this 

test was Gallegos Canyon Unit No* 4, a distance of 3,750 feet. Now 

drainage radius of 3,750 feet i s equivalent to a circular drainage 

area of 1,020 acres. This means to me that in this area, wells would 

have a minimum drainage area of 1,020 acres per well. 

Q Turning now to test No, 4* 

A Por Teat No* 4 we have the similar data, the area of the 

test^ locationof the wells, shut-in wells within the test area, ADA DEAR N LEY & ASSOCIATES 
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pressure measurements on the test well, and on Page No. 18 a map 

showing the area of the test. 
i 

Q Is that the map on the wall? 

A That is the map shown on the wall. This particular test 

well is about a mile from the well shown in our interference Test 

No. 1. The difference now being that whereas in the original test 

there were only a few wells completed within the test area, we now 

have a large number of producing wells within the test area with con­

sequently higher withdrawals from the field, and as a result you have 

more marked pressure decline from the test well. 

The pressure history of this test well is shown on Page 19 and 
1 

on the graph on the wall above the map, the maximum pressure to 
which this well, which is Benson-Montin No. 31 Gallegos Canyon, built 

j 

up to was 443 pounds. This was about 20 to 25 pounds less than the! 

original pressure of the area, and during the course of the test 

the well dropped about 12 pounds to 431 pounds. The pressure measure-
j 

ments are shown by the little green circle on the graph. This meatus 

that before this well was turned Into the pipeline, it's pressure 

was approximately 35 pounds less than the original reservoir pressvre, 

and as such, approximately 10% of that well's recoverable reserves 

had been produced by adjoining wells. 

Q What was the nearest producing well to that? 

A The nearest producing well to No. 31 was Gallegos Canyon 

Unit No. 30, a distance of 1920 feet, and the circular drainage 

area equivalent to a drainage radius of 1920 feet is 323 acres. 

Q What conclusion do you reach from that? 

A This means that the wells in this area can efficiently dra^n 

a minimum area of 320 acres per well. A D A D E A R N L E Y & A S S O C I A T E S 
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MR, SPURRIER: In what period of tlaa, Mr, Oraar? I notice 

you said awhile ago a wall would drain a thousand and twenty acres. 
i 

A It would take longer, of course, for wells to drain gas 

on 320 acres as compared to 160 acres. Just axaetly how much time, 

approximate comparison shows that i f tha walls were not prorated 

but ware producing wide open, that in about a ten-year period walls 

on 320 acres would produce about 90 to 95$ as much gas as walls 

drilled on 160 acre spacing* Than, of course, ln additional length 

of time practically a l l of the gaa that could ba recovered by the 

320 acre walls. I f there is any proration or any restriction in 

production, then the time that it takes to produce the gas will be j 

very nearly the same on the 160 acres or 320 acres. 

Q Turning now to Test No. 5» 1 

A Test No. 5 1*# in my opinion, one of the most impressive 

interference tests yet published. In our Exhibit we have identified 

the area of this test, the shut-in in well within the test area, | 

producing walls, the producing wells on tha boundary and specific 

pressure measurements for wells within the test area which was 

shut-in. I 

Q Will you indicate on the map on the wall the area tested 

in the well? 

A The area of the test was colored in yellow on the map and 

the producing wells along the boundary of the test area and within 

the test area are colored in green. Here again we have two wells 

on which we had very accurate initial reservoir pressure maintenance 

or rather wellhead pressure measurements. Those two wells are 

Identified by the dashed circles, one on the east side and one on 

tha west side. One of the pressures was 468. pounds on Gallegos 
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15 
No. 17 and the other 467*5 pounds on Gallegos Canyon No. 7. The 

initial pressures of these first wells in this area checked within 

six-tenths of a pound. I feel that the original pressure In the 

area was very close to 466 pounds. The area of this test is approxi­

mately eight square miles, and within this eight square mile area j 

there were only four producing wells. Of those four producing wells 

at the time of the test, three of them had been on production approxi-

mately one year, and one of them had been on production just a couple 

of months. 

Q What does that show? 

A That the difference in this interference test as compared 

to the majority of interference tests is that we had instead of just 

one shut-in well within the test area, we had four wells within the 

test area on which we took pressure measurements. The pressure 

performance of these four wells as shown on Page 27 of our Exhibit and 

on the graph above the map on the wall, now with only a short pro­

duction period for the time of this test we necessarily had small 

pressure drops. Nevertheless, they were measureable, and with the 

instrument we were using, I am certain that the trend of decrease 

in pressure to reach the maximum represents the actual pressure be­

havior In the reservoir at that time. 

Q What is your conclusion as a result of this? j 
t 

A We might point out that Well No. 33 which is shown on the ! 
j 

lower part of the graph is close to what we call the fairway field 

In the most permeable part of i t , and has pressure drops more rapid*-

ly than any of the other wells. Nevertheless, the pressure on the 

other test wells reached the maximum and then dropped off, which 

indicates to me that with only three producing wells within the 
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- l̂ nt square aile area and fire producing wells/ the boundary that I 

these wells caused movement of gas ln the reservoir away froa these 

subject test wells. I would like to point out that one of the wells, 

! Gallegos Canyon Unit No. 40, the closest producing well to it was j 

| No. 17 Gallegos Canyon Unit, a distance ef 5,000 feet. The circular 

drainage area equivalent to a radius of 5*000 faat ls about 1,&00 

acres. 

This indicates to me that walls in this araa could drain 1,S0Q 

; acres per wall. 

! Q What conclusions, summarlaing the testimony that you have 

; given with reference to each of these tests, what conclusions do yoju 

| reach as a result of them as far as the entire field is concerned? \ 
i 

A These tests mean to me that walls in this area will efficient­

ly and economically drain at least 320 acres per well. 

MR. TOWNSEND j Wa would like — excuse me. 

A And that inasmuch as two-thirds of the field has been 

drilled on approximately 320 acres, that proration units of 320 j 

acres should ba established in tha allocation of gas production. 

MR. TOWNSEND: We would like at this time to offer the map | 

which is on tha wall as Stanolind and Benson-and Montin Exhibit 1, j 

and to offer the results of the five interference tests as their ! 

Exhibit Ko. 2. 
MR. SPURRIER: Is there objection? Without objection they wiljl 

i 

ba admitted. | 

Can we take a short recess here? j 
j 

(Recess.) 

MR. SPURRIER: Wa will proceed with the hearing. 

Bv MR. TOWHSBHD: 
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~~ Q In conducting these interference tests and using the surface 

pressure gauge, did you make any additional tests to see whether j 

fluid in the holes in the bottom of the hole may have some effect I 

upon these tests? 

A Y«s, we were concerned in knowing whether the surface pressures 

were representative of the reservoir pressures, and in order to i 

check this since some of the wells make water in that area, before 

and after each test, we blew the wells through the tubing to sake I 

certain there was no water in the hole, therefore, a column of gasj 

existed from the casing head to the producing formation, and as a j 

result, the surface pressure was a direct indication of the reser- j 

voir pressure, or rather the difference in pressure measurements was 

exactly reflected by difference in reservoir pressures, 

Incldently, we found that wells that make water in this field | 

on shuting them in, there ls a tendency for the water to go back into 

the sand and we have often shut a well in that had quite a bit of j 

water in the hole, and after being shut-in from a few hours to a j 

couple of days, a l l the water has been driven back into the sand, 

Q So you consider your test as accurate as could have been 

made under the circumstances? 

A I am positive that our surface measurements directly re­

flected reservoir pressure, and of course, since we could measure 

them to one-tenth of a pound, we had far more accurate pressure 

measurements than we could have obtained by running bottom-hole 

pressure \ 

Q /on the result ef these tests, in your opinion, will there be 

any significant difference in the ultimate recovery of the tract un­

less developed to a density of one well to eaeh 160 acres as coapaied 
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to that which would be obtained i f it were marked to a density of 

one well to 320 acres? 

A For the same producing rate at abandonment, i t takes a 

slightly higher reservoir pressure on 320 acre spacing as compared 

to 160 acre spacing. This slightly higher pressure represents a 

small additional volume of gas that would not be recovered on 320 

acres as compared to 16CV acres. This amount of gas, however, is 

quite small being on the order of three-tenths to four-tenths of 

one percent of the total volume of gas, and we have found ln drilling 

and completing wells in this area that we often lose more than this 

three-tenths to four-tenths of one percent in the course of comple­

tion of the additional well due to the fact that the well has to 

be opened to the air while we are completing, and I believe that even 

more gas would be recovered on 320 acre spacing as compared to 160 j 

acre spacing in view of the gas that would be wasted in drilling the 

second well on 320 acre tract. 

Q What about the cost of drilling an additional well on a 

320 acre tract? Would the amount of the cost justify the additional 

expenditure from the standpoint of the oil recovered? | 

A Definitely not, since I don't believe we would recover any 

additional volume of gas at a l l by drilling the second well. That 

is additional gas that can be saved in the market, it cost oh, $18,000 

to #19,000 for the average well in the entire field, and I think the 

additional drilling cost would be entirely wasted, as well as the 

additional materials that it takes to complete the well with. 

Q Then you would say that the drilling of an additional well 

would not be sound from an economic standpoint forgetting the engin­

eering factors Involved? A That is correct. 
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Q Based upon these conclusions, what is your recommendation 

as to the size that the proration units in this field should be? 

A 320 acres. j 

Q What is another factor besides the size of the unit to be ; 

considered in the proration of gas? \ 

A An allocation formula. 

Q Let me read to you a portion of the Conservation Statute, 

Sections 12-C and Section 13A, part of 12C says that "Whenever the 

Commission finds It necessary to prorate gas, they should do so on 

a reasonable basis and recognizing correlative rights." Then this 

sentence appears, "In protecting correlative rights, the Commission| 

may give equitable consideration to aereage,pressure, open flow, 
I 

porosity, permeability, deliverability, and quality of the gas, and! 

to such other pertinent factors as may from time to time exist, andj 

insofar as is practicable, shall prevent drainage between producing; 

tracts in a pool which is not equalized by counter drainage." 

Section 13A reads as follows; "The rules, regulations and order 

of the Commission shall insofar as it is practicable to do so, afford 

to the owner of each property in a pool the opportunity to produce j 

his just and equitable share of the oil or gas, or both, in the 
I 

pool being an amount so far as can be practicably determined, and 

so far as such can be practicably obtained without waste, substantial­

ly in the proportion that the recoverable oil or gas or both under 

such property bears to the total recoverable oil or gas or both in 

the poô  and for this purpose to use his just and equitable share 

of the reservoir energy". 

In the allocation formula which you will recommend, did you 

take into consideration the factors that these provisions of the 
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statute sentions and covers? 

A Tes, I did. 

Q In your opinion, is there a relationship between the ability 

of a well to produce and the amount of recoverable reserves? 

A Yes there is a relationship between the deliverability of 

wells in this field to reserves under their tracts, 

Q Will you enumerate the factors that determine such relation­

ship and give us your observations upon each one, and well, dis- j 

cuss each one separately. 

A I would like to point out first that the productive limits 

of this field are definitely defined by changes in permeability* j 

This occurs in a large number of fields, but is more pronounced in 

this particular field than any I have ever studied before. By this! 
i 

I mean that the entire area surrounding the field and through the 

field, exhibits a gross Pictured Cliff sand thickness on the order 

of 100 to 120 feet. This sand is present in the productive part of 

the field and is also present in the non-productive parts of the 

area around the field. Drilling of wells In the field and outside 

the limits of production, show that this sand is very definitely 

sand without shale bodies ln it and that even in the areas considered 

to be dry in which we cannot complete producing wells, the sand is i 

s t i l l present and carries porosity and porosity may be just as high! 

In the non-productive parts of this area as compared to the pro­

ductive part of the field. 

The only difference in the producing area and the non-producing 

area is determined by the change In the permeability and the result­

ing differences in connate water content. The dry areas have lower 

permeability and higher connate water saturation and to the extent 
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I that the well will not produce gas. 

Q Have you prepared a chart or exhibit to indicate this 

| variation? 

| A We have made a study of the relation of permeability to 

connate water which gives us a relation of permeability to total 

pore space available for the storage of gas. 

I MR. TOWNSEND: I will ask the reporter to mark these studies ajs 

! Stanolind and Benson and Montin ExhibitsNo. 3 and 4. 
j j 
j (Marked Stanolind's and Benson and 
| Montin's Exhibits No. 3 and 4, 
| for identification.) 

A A part of our work relative to the relation of permeability! 

to connate water has been filed with the Commission in one of the 

other hearings on this field, and I will not go into detail about j 

that particular information other than to say that i t tends to con-! 

firm the Exhibit No. 3 which shows a relation of connate water to 

permeability on Gallegos Canyon Unit No. 35. It shows this particu­

lar well because lt was cored with oil, and we feel that the water 

saturations are therefore more accurate than we might have obtained! 

otherwise. Although this represents only one well, it is confirmed 

by the capillary pressure measurements which were made on the five ! 
j 

other wells, and to which I referred awhile ago in the records of 

the Commission. 

Q Do you know what case that was in? 

A That was Case 377• In the files of the Commission, those 

are in the files of the Commission. 

Q What does Exhibit No. 4 mean? 

A I might explain Exhibit 3 a little more fully. It shows 

that for a permeability on the order of one millidarcyf that we [_ 
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"probably have a connate water saturation approximating 80%. As th€: 

permeability increases, the water saturation decreases, and for a 

permeability approximating ten millidarcies, we have approximately 

1+0% water saturation. This means that for higher permeability we 
i 

have lower water saturation, and hence a greater void space available 

for the storage of gas. j 

I might point out that this additional void space and additional 

gas reserves which would be in place in the same unit volume of Sana 

for sand carrying the higher permeability, shows a definite relation 

between reserves, recoverable gas reserves and productivity. The 

pore feature of this particular Exhibit in which it is necessary toj 

understand the performance of the field, is that the permeabilities 

in this particular formation have been found from core analyses andj 

also by comparison with other wells to be in this range of one to 

two millidarcies up to ten and twenty millidarcies. The average 

permeability probably lies between two and ten millidarcies for 

wells throughout the field. This is important because this is a ra|age 

in which the water saturation varies the greatest and makes the rela­

tion between productivity and recoverable reserves. By this I mean 

that if the permeabilities in the field were a l l , say in excess of 1*0 

millidarcies, then there would be very little variation of water sat­

uration throughout the field and there would then be very little dif­

ference in reserves as compared to productivity. For that reason this 

particular field can very easily differ from the majority of the gajs 

fields in which we ordinarily consider that permeability or produc-j 
i 

tivity has very little relation to reserves. j 
Q Do you consider this chart representative of the wells j 

i 

throughout the field? j 
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A Yes, although it was taken on one well since it was con­

firmed by capillary pressure measurements on fire others scattered 

throughout other parts of the field, I think is quite representative 

of this field. 

Q Do you have anything further to add with reference to 

Exhibit 3? A No. 
Q What is Exhibit 4 and what does i t show? 

A Exhibit No. 4 shows the total void space in the reservoir as 

compared to permeability resulting from the combination of the re­

lation of permeability to connate water and permeability to porosity. 

We have also found a slight increase in porosity with increase in 
i 

permeability for this particular well. That range is indicated by a 
i 

permeability of one millidarcy showed porosity approximating 18%, 

and with increased permeability up to twenty millidarcy and poro­

sity increased up to about twenty and a half percent. 

It is a very slight increase in porosity with permeability, but 

there is an apparent increase. Now, by combining the relation of j 

connate water to permeability and porosity to permeability, we are ! 

able to determine total reservoir floor space as related to permea­

bility and that is shown by Exhibit No. 4. I might point out on 

this Exhibit about the magnitude of that relation. For example, a 

well having an average permeability of two millidarcies would pro- j 

bably have a net effective pore space of six percent of the bulk I 

volume of reservoir as shown by this Exhibit No. 4. 

A well having a permeability of five times that much, or ten i 

millidarcies, will have the net effective pore space of approximately 

twelve percent of the bulk volume of the reservoir. That shows that 
for a five to one ratio ia permeability which would correspond a; 

mate! 
A D A D E A R N L E Y & A S S O C I A T E S 

STENOTYPE REPORTERS 

R O O M 1 0 5 - 1 0 6 - 1 0 7 E L C O R T E Z B L D G . 

P H O N E S 7 - 9 6 4 5 A N D 5 - 9 5 4 6 

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



. : 4̂ 

to five to one ratio in productivity or deliverability, that we 

have about a two to one ratio in pore space or recoverable reserves. 

That variation depends somewhat on the wells that we are con­

sidering. In other words, we cannot use exactly that relationship 

for comparing all wells in the reservoir. To explain that a little 

more clearly, I would like to point out that the well that has a j 
i 

permeability of one millidarcy could have a net effective pore specie 
| 

of three and a half percent, and a well with two millidarcy will \ 
i 

again have about six percent, by comparing those two wells twice the 

permeability gives very nearly twice as much reserve, so it is net i 

a definite relation throughout the range of productivities that we I 

have ln the field. But in each instance there is an increase recov­

erable reserve occurring under wells that have increased deliver­

abilities. 

Q Tou are simply saying then that i t is not a directly pro­

portionate Increase but that there is a consistent increase, whenever 

you have an increase in permeability, then you have some increase 

in the pore space or the recoverable reserves? 

A That is correct. 

Q What other factor might determine the relationship between 

the deliverability and the recoverable reserves? 

A There are some parts of the field which ln my mind I am cer­

tain that the sand has relatively the same characteristics, but it : 

is merely thicker In one place as compared to another. In those 

parts of the field there is a direct reletlorn between productivity 

and reserves. In other words, there Is twice as much sand, twice 

as much deliverability and twice as much reserves. That dees not i 

occur throughout the field and we cannot use that as a definite \ 
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relationship, but it does occur in parts of the field, s 

i 

Q Are there any other factors that — 

A (Interrupting) Yes, there is another very important factor 

and that is wells with lower deliverability have higher abandonment 
i 

pressures. In other words, a well that has a deliverability which j 

has a productivity near it's economic limit can produce only a small 

amount of gas before it's productivity will be decreased to the j 

point that i t would not be profitable to operate i t * Wells with 

extremely low deliverabilities could have abandonment pressures as 

high as one hundred, one hundred fifty, or two hundred pounds higher 

! than the field average. Those wells that have higher abandonment | 

| pressures definitely need more gas percentagewise than wells that 
i 

j have higher deliverabilities. So that is another relation, although 

; it is not direct, i t ie a relation between deliverability and recov-

; erable reserves. 

Q Do you think of any other factors that shows that relation­

ship? 

A There is one other,factor that definitely should be considered 

| and that is the fact that there is no fracturing whatsoever in this 

producing formation. We have cored a number of wells in the field | 

and obtained 100$ recovery and In no instance have we found fractur­

ing which would indicate that the reservoir is in a fracture condition. 

Q Mr. Greer, considering these factors that you have been 

testifying about which you say shows relationship between deliver­

ability and reserves and based upon your experience, what is the 

range of variation from deliverability among the wells in the field 

having a deliverability of say 100,000 cubic feet per day or more? ; 

A The range of deliverability for most of the wells is on the 
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order of ten to one, and I believe about 20 to 1 would include all 

; of the wells. 

Q In considering these factors that you have testified aboutt 

| based upon your experience, what would you say is the range of vari-

| ation in the recoverable reserves ln the field? 

| A I believe the variation in recoverable reserves for wells j 

i of deliverability of 100,000 or more would be on the order of 10 to- 1 

Q Before I ask you about the formula that you recommend, is 

lt your testimony that there is to be direct relationship between 

the permeability in the field and the deliverability of the wells 

in the field? 

A It is very nearly in direct relationship. 

C Does the formula that you recommend take these variations 

that you have just mentioned into consideration? The varying of 

10 to 1 and the deliverability for the average and approximately 10 

1 to 1 as to reserves? A Tes. 

j Q What allocation formation do you recommend for the Pictured 

I Cliffs Field? 

I A I recommend 75$ of the gas be allocated on the basis of 

: acreage times deliverability, and 25$ of the gas be allocated on the 

basis of acreage. 

Q Do you have a recommendation to go along with that as to the 

matter of minimum allowable? 

A Yes. We recommend a minimum allowable of 100,000 cubic feet 

per well per day. 

Q Why do you choose that particular figure? 

I A We have based that on economics. We feel that in the event 
j 

i of a strengthened production from the entire field, that the smaller 
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wells should be given an opportunity to pay out rather than to take 

the cutback in production directly as the larger wells do. The 
are 

reason for this is that we feel there /a large number of wells that 

might be producing in this area with comparatively low Initial pro-
! ductior. A well with a deliverability of 100,000 feet a day, if 

produced at that rate, would take about 6£ years to pay out the coat 

of drilling. In the event of restricted productionwe would prefer 

that our larger wells take the brunt of the cutback; for example, 

a well that pays out in six or seven months, a reduced allowable 

for that well which would cause it to pay out in ten months and be 

supported by the operator much easier than one of his wells which 

would pay out in 6| years, and he would be cut back to the point 

that it would pay out in only ten er 11 years, A man whose well 

was cut back from six months payout to ten or eleven months payout, 

we feel is not subject to prorationing, 

Q Did you say how long it would take a well with 100,000 M.C.F. 

to pay out? 

A It would pay ©ut it's drilling costs in approximately six or 

seven years, 

MR. TOWNSENDi I think that is all at this time. 

MR. SPURRIER: Does anyone have a question of Mr. Greer? 

MR. KELLAHIN: Representing J. T. Hancock and Company, Ltd. 

CROSS EXAMINATION 

: By MR. KELLAHIN: 

Q Mr. Oreer, in your testimony in regard to the present exist-

: ing spacing in the West Kuts Pool, i t is my understanding that you 

said two-thirds of the area was on 320 and approximately one-third 

Lon 160 acres, is that correct? 
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A Yes, sir, that is approximately correct. 

Q You are putting It on an acreage basis? 

A Yes, I talked about acreage. 

Q Are you including in that a l l the area within the Gallegos 

Canyon Unit? 

A Only the tracts which are drilled. 

Q You are including alloting three hundred twenty acres to 

each well drilled In the area I assume on a 320 acres? 

A The ones that were drilled on the 320. 

Q You are including in that figure only your actually drilled 

acreage? 

A Yes, sir, only the actual drilled acreage. 

Q That is likewise true of the acreage drilled on 160? 

A Yes, sir, only the drilled acreage. j 

Q I understood you to say that Order No. 172 issued in 1952 ' 

made a finding that one well would drain 320 acres? 

A Yes, sir, that is correct. 

Q I would like to call your attention to paragraph 3 of Order 

R-172 which reads as fellows: "That apparently one gas well in 

the Pictured Cliffs formation, would efficiently and effectively ariti 

economically drain an area of 320 acres, and that testimony indi­

cated that the drilling wells in the pattern of greater density ls 

unnecessary and not to the best interests of conservation and could 

result in wasteful use of critical materials". In your opinion is 

that your finding that one well will drain 320 acres? . 

A Yes, I believe that is what it says. 

Q It says that it could result in waste, does it not? I would 

lika to call your attention to paragraph L of Order R-172, "That ln: 
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an effort to determine whether such measures will insure orderly-

development , protect correlative rights and prevent possible waste, 

the above lands should be developed on a 320 acre spacing pattern for 

a period of one year from the date of this order and at the end of 

one year the applicant should present testimony to show why 320 

should be retained". You presented testimony at the end of the on«i 

year period or approximately thereafter? ' 

A Yes, sir. j 

Q That resulted there in finding that one well to 320 would : 

not result in an orderly development of the pool, did i t not? 

A No, sir, that was not the finding. 

Q Wasn*t the finding In paragraph o of Order R-172-B, I call 1 

your attention to the following language, "That for the prevention of 

waste and protection of correlative rights, a uniform spacing pattern 

should be established for the ordering, development and production of 

the West Kutz-Pictured Cliffs Gas Pool." 

A Yes, sir, and It is, the apparent intent of that order was j 

not to allow two different spacings or not to have two different spac­

ing patterns ln one common source of supply, but it does net say 

that wells will not drain 320 acres. 

Q Mr. Greer, referring to your test No. 3 up there, I believe 

you said the low pressure showed that the acreage had been drained 

prior to the drilling of that well, ls that correct? 

A Yes, sir. 

Q Can you give me the dates when the different wells were 

drilled? 

A Yes, sir. That is Test No. 3? 

Q Yes. 
A In test No. 3 weDha4A#N|tfA-tAilss9j£,J&ge wells of which four 
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were producing and one was shut-in. The four producing walls were, 

the dates of first production are as follows: No. 4 Gallegos Can­

yon Unit, February 1952; No. 11. November 1952 j No. 16, September 

1952; and No. 17, September 1952. 

Q What was your shut-in well, the one that you said the lew 

pressure indicated prior drainage? 

A It was No. 13. 

Q When was it drilled? 

A It was shut-in November 9th, 1952 and pressure, this pressure 

test then included from that time up until March 1st of 1953 at 

which time we made our last pressure measurement on i t . 

Q Well, perhaps I don't quite understand you. It was my 

understanding that you said that these wells had drained this area 

prior to that, is that correct? 

A Well, as of the time that the well was completed it had been 

drained by the amount of gas represented by the difference ln pres­

sure from approximately 468 pounds to 461 pounds. 

Q Well now, did you ever encounter that in any of the wells 

that were drilled approximately at the same time, that situation? 

Where there could have been offsetting drainage, I mean? 

A I don't believe I understand your question. 

Q Are you familiar with Hancock's No. S well? 

A I know lt ls ln the field there. 

Q Are you familiar with the initial potential of that well? 

A I don't have it before me. 

Q Would 115 M.G.F. sound right to you as the initial potential 

for that well? 

A Tes, that walls in that area were drilled — 
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Q (Interrupting) How about the i d N o . 9, are you famil­

iar with it? 

A Tes, sir, I believe that was drilled In about the same area* 

Q Is that a direct offset? A Tes, sir. 

Q You know what the initial potential of that well was? 

A I don't have it before me* 

Q Would l,0CO,3$0 M.C.F. sound right to you? 

A Yes, sir. 

Q How about Hancock's No. 9 well, is that in the same area? 

A Yes, sir, it is about a mile from i t . 

Q Do you know what the Initial potential on that well was? 

A I believe we show it about two and a half million. 

Q And the Mudge No. 7 well? 

A Yes, sir. 

Q Does that show the initial potential on lt? 

A About half a million. 

Q And the Hancock No. 10? 

A Yes, sir, i t is in the same area. 

Q Does that have the initial potential on it? 

A About eight hundred thousand. 

Q : ;ri-e No. 6? 

A About two and three quarter million. 

Q The :ui-e No. 1? 

A We show about 300,000. 

Q Three million, is it not? 

A Is it three million? Perhaps we have l t . I will accept i t . 

Q Developed three million I believe. The ••>• No. 3, do 

you have that one? 
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Low 

A We show here 360,000. ! 

Q Assuming that you were drilling on a basis of 320 acres, 

those wells were al l drilled approximately the same time, were they 

not? A Tes. 

Q Assuming that you were drilling on 320 and drilled for 

example, the Mudge No. 7 well first, that would have resulted in 

waste, would it not, to allocate 320 acres to that well? 

A I think not. The problem of high productivity wells and 1< 

productivity wells which a man might obtain by drilling on different 

parts of his tract ls something that is going to occur regardless 
j 

of the spacing. 
Q To what factors do you attribute that? 

i 

A High permeability to one well. 

Q Actually there is a variation in permeability ln the West 

Kutz Pool? A There certainly i s . 

Q Tou get quite a variation ln the direct offsets on the 160 

acre spacing? 

A That is true. Tou could get a wide variation on £0 acres 

or 40. 

Q In the event you drilled on 320 the variation in permeability 

would be a factor in the total recovery from that well, would it net? 

A Upon the well, yes, in the field, no. 

Q In the field, no? A Tes. 

Q What do you mean by that? 

A I mean that gas might not be recovered by one well in one 

spot but would be recovered by another well in another field. 

Q Wouldn't that be denying the man under whose land the re-

serves ware loeatad tha right to recover those? 
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A Not necessarily, we could go even further than that on the 

particular low well that you might, low productivity well which you 

might choose now that has been drilled on 160 acres, i t is possible 

that we could go to SO acres on the same tract to give the man a 

high productivity well. 

Q It is your testimony, as I understood i t , that in the drillf 

ing of additional wells on 320 acres, more than one well would be 

uneconomical? 

A That is correct, it would be. I 
i 

Q Under those circumstances do you think that the man who has 

complied with Commission's regulation and drilled 160 could claim j 

the same allowable as the man who drilled on 320? 

A Tes, if wa gave the 160 more than half the allowable than tie 

320 acre well he would be recovering more per acre than the well 

drilled on 320 acres. I feel per acre recovery should be approximate-

ly balanced. In other words, If he takes out more per acre under 

his 160 acres, i t is going to have to come from under the 320 acre 

well. I do not believe that would protect correlative rights. 

Q I believe your testimony is that if one well on 320 acres 

would not recover the well, then it would go to some other well, that 

is migration? 
A Yes. But that could happen on any spacing pattern. We 

i f that 
could go from 320 to l60/does not cure that problem. 

! 
Q Increasing the size of the unit aggravates the problem, doejs 

i 

it not? ! 
I 
i 

A Well, I believe as a man drills more wells he increases the 
odds that he will finally get an average well on his tract, yes, sijr. 

i 
Q—It- increases It? _ L__ 
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A In other words, i f he drilled four wells on 160 acres, he 

would come twice as close te getting an average well for that 160 

acres as if he drilled one well on i t , 

Q In all your testimony about the ultimate recovery of gas, 

Mr, Greer, I don't believe you said anything about the element ef 

time. Is that a factor ln economic well? 

A Tes, sir* 

Q What would be your estimate as to the time required for one 

well on 320 acres te drain the 320 as compared with the one well on 

160 acres? 

A It depends upon the extent of proration. If there is no 

proration at a l l , l t takes longer for a well on 320 acres to produce 
i 

a l l of the gas from under it's tract as compared with a well on 160, 

acres. That is under conditions of volume of flow. Under conditions 

of proration l t depends upon the agreed proration. It could be the 

allowables would be restricted to the point that the total depletion 

would be exactly the same under 320 acres as under 160 acre tracts,; 

Q That is assuming that the allowables are the same, that ls | 
i 

on an aereage basis? A Tes, sir. j 

Q If the allowables per well were the same, in other words, a 

well on the 320 acre tract receives the same allowable as a well on 

160 acre tract, the ultimate recovery would s t i l l be the same, would 

it not? A What? 

Q The well on tha 320 acres would recover It's reserves just 

as well as the well on 160 acres, only it would take — 

A That ls provided they are, there Is no offset drainage 

between the two particular wells. 

Q How could you have offset drainage? A D A D E A R N L E Y & A S S O C I A T E S 
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A If we have an allocation formula which does not give credit 

to acreage, then we could have 160 well getting the same allowable 

as the 320 acre well. In that case, i f they are offset wells, the 

160 acre well will drain gas from the 120 acre tract. 

Q Well, the reserves — 

A (Interrupting) Under proper allocation formula, that will 

not occur. 

Q Well, the allocation formula which you proposed, would l t 

occur? 

A Under the allocation formula that we proposed there would be 

no offset drainage or it would be minimised. | 

Q Because that takes acreage into consideration? 

A Yes, sir. because lt takes aereage into consideration, 
i 

Q The only element involved then would be the element of time? 

A Yes, sir. 

Q Have you any difficulty with water up there? I believe yo\j 

said you had. 
i 

A A lot of the wells make water. 

Q You have had? A (Interrupting) You — 

Q (Interrupting) You had considerable problem with water, 

as a matter of fact, in seme areas, haven't you? 

A Beg pardon. 

Q You had a considerable problem with water in some areas? 

A Yet it did not materially affect ©ur production. It takes 

a little more care in the field* 

Q Have you reached the point where you considered putting them 

on the pumps? 
A Oh, no, sir. The total volume of water Is comparatively 
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small, it is on the order of two or three barrels a well a day. 

Q There are seme wells in the area where water has been more 

serious than that, Is there? 

A Yes, I think some of the operators have had quite a bit of 

water trouble. 

Q Now, a well looated on 320 acre tract, i f we assume it is 

going to get twice the allowable as the well on 160 acre tract, is 

there any danger in your opinion, of water encroachment as a result 

of the higher allowable? 

A I don't believe there is any water encroachment in this field 

as we ordinarily think of water encroachment. 

Q Is there any danger of the loss of gas as a result of water 

due to high production of these wells? j 

A Do you mean that might drown a well out such as we couldn't 

produce it? 

Q Or trapping gas by water? j 

A No, sir, I think there is no by-passing of gas in trapping i 

of gas as we ordinarily think of it in a field in which there is 

water encroachment. I believe the water that we produce is high 

connate water almost immobile connate water. 

Q You detected no movement of the water? 

A I think there is no movement of water such as we think of 

in a water drive field. 

Q There is movement of water as a result of production? 

A Yes, I believe there is water which I referred to, is almost 

immobile connate water. 

Q But with a higher production rate, it moves, does i t not? 

A It moves at any production rate. 
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Q Aad with that situation, there is danger that the gas would 

be trapped, is there not? 

A No, sir, I think not. I see no reason. 

MR. SPURRIER: Let's take a short recess. 

(Recess.) 

MR. SPURRIER: Proceed, Mr. Kellahin. 

Q Mr. Greer, referring back to our discussion of the Mudge 

wells, can you explain to the Conmission how one well will drain 

320 acres when there is a permeability barrier or area of low per­

meability between wells on 160 acres? 

A I think there are no permeability barriers which will pre-! 
i 

rent the ultimate recovery of gas from the field sueh as necessary 

to drill the field on 160 acres. There are unequitable tight streaks 

and low permeability zones, but those zones are not so small that I 
l 

It is necessary to driU a well on 160 acres. If that were true, j 

then we would have not one main reservoir, we would have reservoirs 

approximating 160 acres with no communication between them, I think 

that is not the case in this field. 

Q I think we are agreed that is not the case In this field, j 

The testimony in your answer does show there is a wide variation ! 

in permeability? A Yes, 

Q My question i s , how can one well drain 320 with that wide 

variation ln permeability which Is sufficiently close to show up 

in a 160 acre unit? 

A Well, the wells we were talking about will in time drain 

320 just like they will in time drain 160. Some of the wells are m 

small it would take a long time to drain 160. We wouldn't certainly 

want to go to 320 to find a spot in the 160 acre tract where a man 
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could get the gas out faster* 

Q That lf it were located of low permeability would not drain 

an area where it is offset by wells in a high permeability, would It? 

A It depends again on our, the relation of deliverability to 

reserves. In my own mind, I am certain,! feel certain that there is 

less gas in place under the wells that have the low deliverability 

as compared with the offset well with the high deliverability. 

Q Have you made any examination of the permeability in various 

areas in the pool, Mr. Qreer? 

A Have I made an examination of what? 

Q Of the core analysis on the permeability? I 

A Yes, sir, we have one exhibit here this morning. } 
! 

Q How many wells are involved? How many cores did you have 

available to you? 

A We had cores, I believe, on six wells. And in the exhibit 

which we presented this morning, was seven wells. 
there 

Q Was/a wide variation in permeability on those wells? 

A The permeability seemed to range from on the order of about 

one millidarcy to 20 or 30 millidarcies. 

Q How are the wells located in the West Kuts area as to distance 

from the drilling unit, contrary to the drilling unit? 

A The most recent rule called for a minimum distance of 990 

feet from the comer. Some of the wells were drilled under differ* 

ent rules in which they could be 660 feet from the other well's trpet. 

Q As a matter of fact, a great number of your wells located 

on 320 acre tracts are drilled on 660 locations, aren»t they? 

A They are drilled 660 feet from one of the lines* Tes, sir^ 

we took advantage of whatever distances we could ln order to eo— as 
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close to uniform spacing as possible, and also to take advantage 

of terrain in keeping our costs down. 

0 The wells are not centered on the drilling unit, isn't there 

danger of drainage across property lines? 

A Oh, I think lt is not material. 

Q You say it is not material. Wouldn't this give a well that 

had a double allowable an unfair advantage over the other wells? 

A I think not, If the well is assigned 320 acres in the field 

and 320 acres doesn't, then any gas that well takes from the field j 

based on it's 320 acres, will surely be somewhat in proportion to 

it's proportionate share of the reserves in the field. 

Q That would depend entirely on what the offset wells were 

and a good many other factors, would it not? 
i 

A Yes, I believe i t ls almost impossible to make an exact 

analysis of the reserves under each well In the field and prorate | 

accordingly. That would be fine i f it were practical, but I believe 

it would be impractical to try and do that. 

Q I ara a little confused. How can you prevent drainage underf 

your formula the wells located as they are in the West Kutz, if some 

of the wells are given a double allowable? 

A By double allowable, I suppose you are referring to 320 

acre wells getting twice the allowable as a 160 acre well, providing 

it has the same deliverability. 

Q That is right, 

A No, sir, all other conditions being the same, if it has 

twice the area allocated to the well, then it's per acre withdrawal 

would be the same as the per acre withdrawal of the well on 160, 

Q The point I am making, Hr. Greer, is that wells located on A D A D E A R N L E Y & A S S O C I A T E S 
S T E N O T Y P E R E P O R T E R S 

ROOM 105-106-107 EL CORTEZ B L D G . 
PHONES 7 - 9 6 4 5 A N D 5 - 9 5 4 6 
A L B U Q U E R Q U E . NEW MEXICO 



40 
600 location io nowhere near the center of 320 acre units? 

A That I think is not saterial. If it were material — 

Q (Interrupting) I assume that you believe the conditions b< 

normal, the drainage ls radial, more or less radial drainage? 

MR. SMITH: I would like to object to the question in that it 

does not conform to the statute which specifically provides for tai 

ing into consideration counter drainage. I think, Mr. Kellahin, 

question could certainly embrace that factor. 

Ing 

:-

MR. KELLAHIN: There has bean no testimony about counter drain­

age In here. 

MR. SMITH: I am talking about the statute. 

ME. KELLAHIN: I am talking about the testimony. 
i 

MR. SPURRIER; Objection overruled. 

A I believe I understand what you are trying to get at. If 

the distance that a well should drain were limited to a radius equiv­

alent to 320 acres. For example, say that ls 1300 feet, then you 

feel lf there is a greater distance than 100 feet for any one well, 

particular radius of drainage, then it could not drain it's tract, 

is that what you are referring to? | 
I 

Q In effect. ! 

A Well, sir, wells will actually drain more than 320 acres as 

we demonstrated here earlier this morning. I think the Commission 

recognizes the fact that any of it's spacing orders, that it ls not 

necessary for the well's drainage to be restricted to that radius 

set up by spacing only. For instance, the Commission nearly always 

gives us a certain leeway in locating a well on a tract. If i t 

were, if the production of gas and oil were such that the wells woû d 

only drain that distance and no further, then I think the Commission 
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' would set spacing rules whieh would require an exact center loca- j 

tion on each well's tract. That is not the ^•.r." 
\ i 

Q Tou are assuming in your answer that you hare a uniform 
spacing pattern throughout the pool, are you not, with variation in 

i 

location of wells? 

j A In our recommendation for an allocation formula we assumed 

| that where a well is assigned 160, that the 160 were productive an4 

where a well assigned 320, the 320 is productive. 

Q What is the pay size of the assumption? 

A If that well's area as compared to the total field area, arid 

• that well's recoverable reserves as compared to the fields total 

reserves• 

Q Did you assume that before you drilled a well? 

A I believe that in a l l of our allocation formulas, that we j 

go on the basis that the well is drilled on the tract. I don't 

believe the Commission ever assigns an allowable — 

Q (Interrupting) Mr. Greer, do you know of any pool that has 

been drilled on a on | 

A I didn't understand your question. 

Q Do you know of any common source of supply developed on a 

uniform spacing pattern that exists in the West Kutz Pool? 

A Tes, there are many fields developed like that. 

Q Are there any in Hew Mexico? 

A Yes, sir, the Puleher Kutz has been developed on that 

uniform spacing. 

Q Been drilled on what? 

A Drilled on the different spacing pattern. That is the next) 

closest field. [_ 
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Q To what extent has i t been developed on a non uniform ; 

| pattern? 

! A There are a number of wells drilled according to Commission 

Regulation of 40 acres and subsequently a well has been drilled on 

a spacing order of 160. I 

Q There is no 320? 

! A Not in that particular field. 
i 

! Q Do you feel that these wells drilled on 40 acres should be 
i 

| penalized due to the fact that they complied with the regulations 

j of the Commission at the time they were drilled, in any way? 

A Well, sir, we are getting out of the field we are talking 

about now, but I do have a definite opinion in that respect, I 
i 

question if this is the place to put i t in or not. 
i 

MR. KELLAHIN: I won't press i t . That is a l l we have. 

MR. SPURRIER: Anyone else? 

MR. STOCKMAR: T. P. Stockmar. Frontier Refining Company, 

CROSS EXAMINATION 

By MR. STOCKMAR: 

Q I think you have stated tha essentials of the following \ 

here that there is a wide variation in permeability throughout the 

field. That the deliverability and permeabilities with respect to 

any well are in more or less a direct relationship? j 
i 

A No, sir, I didn't state direct. There is a definite re- j 

latlonship, but not a direct relationship, 

Q I think you said a nearly direct relationship? j 

A When I said nearly direct relationship, I think we were 

talking about permeability and deliverability. 

Q That is what I am talking about. j _ 
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A I beg your pardon. 
Q In other words, the deliverability is a measure of the permeab­

ility? | 

A It is a function of i t . j 
i 

Q Function of it? A Tes. Nearly direct. j 
i 

! Q I think you also stated that the permeability is a function 
I ' ' 
| or probably vice versa, the dally recovery of a particular well would 

I be a function of the permeability of the sand penetrated by that j 

| well? ! 

A The productivity of the well, yes, sir. 

Q You also stated that the ultimate recovery from a particular 

well would also be a function of the permeability? 

A Well, sir, that would depend on how the well ls produced, 

whether it is prorated or allowed to produce unrestricted. 

Q Under proration, a well encountering sands of a low permeab­

ility would then have a low ultimate recovery? 

A There again i t depends on the proration formula, but the 

chances are that under the type we are recommending it would have aj 

lower recovery In that event. 

Q I think either directly or by implication, you have said 

that the drainage of any particular well, drainage area of any par­

ticular well is also a function of the permeability? 

A No, sir, I don't believe 1 said that. 

Q I gather the reverse then, that without respect to the per­

meabilities on a particular well, the area of drainage would be 

the same? 
i 

A Wells in this field would drain a comparatively wide area 
i 

as compared to the current spacing pattern, and the low productivity 
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! well would drain this area just as a high productivity well would, 

only that i t might take longer. There again — 

Q (Interrupting) The difference as you see it then, is a j 

measure of time? 

A Partly a measure of time, I would like to point out — 

Q (Interrupting) In a given period of time, the well of 

low permeability will not have the same effective drainage as the \ 

\ well of high permeability? 

A Since we are talking about that, just a minute. Let me get 

j some reasonable figure. For the wells we are concerned with in the! 

West Kutss Field, we have the average deliverability on the order of! 

five millidarcies — 
j 

Q (Interrupting) Deliverabilities, you say? 

A Average permeability of five millidarcies, I would judge it 

would take something on the order of 60 days for the radius, the 

so-called radius of drainage for an average well to reach it's eutejr 

drainage area. j 

Q Tou are talking about the six wells that were cored? ! 

A I am talking about the average well in the field. | 
i 

Q You are basing your permeability averages on the six wells 

that were cored? 
A Yes, sir, and i t is a pretty good average. They were 

i 

scattered over the field and they had average productivity and aver­

age net pay thickness comparable to the average well in the field. 

I believe i t is a pretty good field. 
i 

Q Your answer to my original question then I gather, is that j 

the difference in the period of time is not material without respect 

to the variation in permeability. Tou are only talking about 60 1 
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days that is not a material factor. 

A I Just don't know what you mean now. 

Q I profess I didn't know what you meant by your reply. My 

original question was that ln a given period of time a well with 

low permeability will not effectively drain the same area as a 

well with a high permeability? 

A Yes, sir, that is true, but as you say, I don't believe that 

it is material as far as production or recovery of gas from this 

field is concerned. 

Q I didn't say that. I think you said that. 

A Yes. 
i i 

Q It is hard for me to understand here if the permeability is 
i 

in somewhat of a direct relationship to deliverability. If we are ; 

then talking about deliverabilities of these respective wells, I 

can't quite come around to your conclusion that a well with a low 

deliverability is going to have the same effective drainage as a 

well with a high deliverability. 

A Do you mean that perhaps a well with a low deliverability would 
i 

not recover it's share of the gas from the field during the time j 

that the field is produced, is that what you mean? 

Q Well, is that a fair statement? 

A Since the productivity of the well is somewhat related to 

deliverability, a well that has a low productivity will have a com­

paratively lower reserve, and although it produces at a lower rate, 

it will get it's fair share of the gas providing of course that there 

is a relation say we choose an allocation formula that exactly fits! 

that well's tract in the field. j 

Q I wish you would clarify that formula, how the dellverabili|;y 
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of tho well is the direct measure of the reserves of the tracw 

which the well i s . 

A I didn't say i t was a direct measure. I said there was a j 

relation between v ? . : 
i 

Q What is the relation? j 

A The main fact has to do with the relation of permeability tjo 
i 

connate water content. With lower permeability we have higher connate 

i water content, which leaves a smaller void space for the storage of 
i ! 
i gas* 

Q But there is a wide variation in permeabilities across any j 

; one section there,I think you have Indicated, or the probability ofi 

! it? | 
i 

A There could be, and of course for the purpose of allocation' — 
I 

Q (Interrupting) The productivity of a particular well is 

not really a measure of the permeability of the entire tract on which 

it is drilled, but on the permeability of the sands in the immediate 

vicinity of the well, is i t not? 

A Yes, sir, I agree with you. But for the purpose of alloca-j 

tion formula, I think it would be very difficult for us to try to | 

determine what the average deliverability of a tract might have beeji 

If we had the average sand characteristic of the whole tract. I j 

think it is almost necessary to use that particular well's actual 

productivity. The operator drilled It In a poor part of the tract,) 

why it is Just unfortunate. 

Q But that somewhat minimises your statement that it is a 
i 
i 

direct, or some measure of reserves under that tract? j 

A It is true i f the particular spot where the well was drilleji 

j« wfrf. <fYac».1yt rft>«B nett hays AYRfitly average sand conditions for the 
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entire tract, the well does not represent the reserves under the 

entire tract. 

Q You have stated on a 160 acre tract? 

A I would like to add to that. 

MR. SPURRIER: Pardon? 

A I would like to add to that. That is one of the reasons 

why we include the 25$ factor based on acreage, because a well ttigl}t 

not be drilled to the spot that is actually representative of it's 

entire tract, and by adding acreage in as another factor in the 

allocation formula, we tend to equalize that sort of thing which 

might unfairly treat some of the wells. 

MR. SPURRIER: We will recess until 1:15. 

JO. 
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AFTERNOON SESSION 

July 14, 1954 

MR. SPURRIER: Proceed, Mr, Stockmar. 

ALB H I £ 1 1 1 1 
CROSS SXAKIMATIOII 

(Continued) 

By: MR. STOCKMAR: 

Q I am interested in these interference tests that you have 

spelled out here. As I recall your testimony with respect to 

Test No. 5, the wells which are liste d on the upper diagram or 

graphically shown in the other diagrams are the shut-in wells? 

A That i s correct. They were shut-in. 

Q I think you also t e s t i f i e d that those wells were shut-in 

for approximately one year after the time when the producing well 

that you te s t i f i e d caused the pressure drop herewith placed on 

production? 

A I believethat i s approximately right. They were d r i l l e d 

and completed and shut-in and tested about a year— 

Q (Interrupting) After the wells which you say, caused the 

pressure drop were put on the production? 

A Tes, i t i s a year to a year ar.d a half, 

Q I think you also indicated that the original reservoir 

pressure in that area was approximately 468 as maximump something 

li k e that, didn't you? 

A Yes, s i r , that i s about right. 

Q I t i s d i f f i c u l t y to read the chart from here but we find 

that after a year to a year and ahalf, the best of those wells, 
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when shut-In reached a pressure of 463 and a half, one, 463 and 

one, k&2 and a half, then you say that production for the two or 

two and a half months of the teat caused a significant pressure 

drop. How do you account for the absence of any noticable pressure 

drop over the period of a year to a year and a half? 

A I think i f we project the drop in pressure which these 

teats reflect back over th© previous months that, it will show a 

reasonable time element for which the pressure drop was caused. 

I might point out that i t was not just the production durijng 

tha time of the test that caused that pressure drop. I am sure 

that there was part of the gas which was produced, say a year 

earlier and caused a Low pressure area around the wells which the 

gas was taken from, started gas migrating toward those wells. Evejn 

if we shut in the producing wells during the time of this test, 

there would be a tendency for pressure equalization so that the 

gas would be flowing toward the wells on the boundary of the area, 

although they were shut-in and that a pressure drop would continue 

to occur in the test wells due to this pressure equalisation, so j 

w« ean*t say that the pressure drop was caused from production during 

the time of the test. But it definitely was caused by production 

from the period of a year and a half prior to the time that the 

test started. 

Q That is partially academic but those wells were actually 

producing. Either way you are saying that a pressure differential 

will ultimately be reflected throughout the entire reservoir, aren't 

ysu? 

A That is correct. 

§ Tou held that particular teat out aa th^ mr^t, mignittn*n+. 
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test that you have ever seen published? 

A One of the most. 

Q Is that rather modest pressure decline an indication of 

a serious drainage? 

A I pointed out earlier that the modest pressure decline, 

as you refer to i t , is due to the fact that the tests were conducted 

early in tne life of the field and there was a comparatively small 

pressure drop throughout the field. Even though the field was 

young with production of only a yerr or year and a half, the pres­

sure drop was nevertheless reflected. 

Q £ariy In the life of the field when the pressure are the 

highest, would you not expect the most significant equalization 

of pressures when the pressure differentials are at the greatest? 

A I believe the pressure equalization will vary approximately 

as the square root of the pressure, the time of pressure equalisation. 

•• Weil, as the overall field pressures reduce as time goes 

on here, would you not expect the slope of that prassure decline 

if you do another interference test to be substantially more level? 

A Possibly It would be a little more level for the same 

amount of production, 

Q Following that one step further then, as the pressure, as 

the general reservoir pressure does decline, you v/ill have less 

significant drainage factor for any particular well, will you not? 

A No, sir, i t just takes a little longer for the pressures 

to equalize. 

Q We are back to time again. Did you take a position with 

respect to the effect of one well drilled in this field, assuming 

as we probaply have to here that i t Is a connected reservoir, would 
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that then i n time drain the entire field? 

A Yes, s i r ? one well could probably drain a l l of the, or most 

of the recoverable reserves i n any one coranon source of supply. 

Q Then, your testimony with respect to the, and youropinion 

with respect to the drainage pattern which any well might establish, 

really has some element of time i n i t when you specify so many 

acres or radius of so many feet? 

A Yes? s i r , I believe I said earlier that under conditions 

of wide open flow that i t would take longer for a well on 320 acr^s 

to produce i t s reserves than i t would a well on 160 acres, but under 

the conditions of proration and depending upon the amount of re­

stricted production and under a proper allocation formula we eoulc. 

have depletion of tracts d r i l l e d on 160 acres at the same rate as 

depletion of tracts d r i l l e d on 320 acres. I t depends on your 

allocation formula. 

Q Getting back to this efficient spacing. That i s quite a 

problem we a l l recognize. I n the last analysis, i s i t an economic 

problem il* one well would drain the entire f i e l d given enough time • 
i 

Aren't you measuring time against money? j 

A Yes, s i r , that is,very definitely has to be considered. 

Q Isn't that decision— 

A (Interrupting) I would l i k e to point out* I would not re­

commend that the f i e l d be produced with one well, 

Q Pardon? 

A I would not recommend that tha f i e l d be produced with just 

one well. 
Q The point i s , you want to see the production sometime within 

a reasonable time, do you not? 
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A That is true, 

Q That decision, that economic decision really is made by 

the independent operators and one of the factors which they take 

into account, is the permeabilities as they find them in their own1 

wellsj is i t not? 

A That is true, 

Q Or in a particular area, i f they should find an area of 

low permeabilities, whether reflected by core analysis or low initiial 

potential, would it be sound for them to determine that their well 

should be drilled on a closer spacing than some other area where 

the potentials are higher and the permeabilities better? 

A Well, sir, I don't believe in this field there is any area 

large enough to warrant its being considered as a separate field. 

The permeability varies through the field and from well to well 

but I don't think we could pick out any part of the field and— 

Q (Interrupting) You said that deliverability or some function 

of permeability, have you examined the deliverability, the relative 

deliverabilities of a l l the wells in the field? 

A Have I done what? 

Q Have you investigated the relative deliverabilities of all 

the wells in the field? 

A Well, yes, I have reviewed their productivities. We don't 

have deliverability tests this year on a l l of them, 

Q For 1953 or 1954? 

A For 1954. 

Q From your examination of those, did you discover some 

average deliverability for the field? 

k I am sure there is an averageff I hadnH, na;;culated i t . 
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Q Wax1© you able to form aay conclusions as to whether the 

deliverabilities in the areas generally blocked out as the 320 

spacing were higher than the average of the field or not? 

A I imagine the deliverabilities there are higher* 

Q By inference then, the deliverabilities in the area covered 

by the 160 spacing are lower? 

A It is possible* I am not certain what the average would 

be, but i t is possible, yes. I would like to point out though, that 

one of the reasons for the lower deliverabilities in the 160 acre 

spaced area is, because they have depleted their tracts at a faster-

rate than the wells drilled on 320 acres and thereby have a lower 

pressure and as a result have a lower deliverability. So, that 

is one of the reasons why the wells on 160 acres can have, a lower 

deliverability than the others, 

Q You say deliverability and permeability are related and 

permeability and, or rather daily production are related. The well 

with the low permeability then shoukttfcproduce its reserves as you 

spell it out at a faster percentage# should it? 

A You are speaking in terms of i t * reserves? 

Q Pardon? 

A You are speaking in terms of reserves when you say percentage? 

Q I am speaking in what yoa call the measure of reserves, I 

think that the records of the Commission will show that some of 

the higher deliverability wells have produced more gas per acre 

than some of the lower deliverability wells even though they are 

brought on the line much later. 

MR, SMITHS I would like to ask i f Counsel is testifying 

or asking a question. 
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MR* STOCKMARI Some of each. 

MR. SMITH; I f he is going to testify, I would like to 

suggest that he be put under oath. 

MR. STOCKMAR: I t wouldn't change the testiaony. I w i l l 

stop testifying. 

Q On the basis of your agreement with me that the average 

deliverability in the 320 spacing area is higher, any use of the 

deliverability factor in the formula you propose w i l l benefit the 

320 spacing area to a greater extent than i t would benefit the 160 

spacing area., w i l l i t not? 

A Not necessarily. I believe that the 320 spaced area has 

higher reserves than the 160 spaced area per acre. I t i s therefore 

entitled to higher per acre allowable. 

Q Maybe you cm. t e l l me how you arrived at 75 - 25 as a fa i r 

division? 

A We have shown that there is a relation between deliverabiljlty 

and reserves. 

Q A what, a relation? 

A There is a relation, yesf s i r . In some cases and in com­

paring some wells, i t could be a direct proportion. In some cases 

in comparing other wells, i t may be that for twofold increase in 

deliverability there may be only a 20 percent increase in reserves, 

There is absolutely no formula that could be applied to the fi e l d 

which would exactly allow each well to produce i t s recoverable re­

serves. The formula we recommend, I believe, ie a practical one 

and to the best of my knowledge and from my experience in the fie l i j l , 

I believe that the formula we recommend w i l l give each operator 

his fair share of the gas as close—as i t aan be, practi< 
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k Iou feel i t i s a natter of reaching an approximate justice^ 
j 

hers? ! 

A I believe i t is as close &s anybody can work out. 

Q Why is it not a better approach, 50 - 50 arrangement? 

A I don't believe $0»50 gives enough credit to deliverability« 

Q That is your opinion based cm these imponderable factors 

that wa can't really assess aft this time? 
A It is my opinion, based upon my study of the field, yes, axr« 

i 

Q Getting back to this drainage of the field, you stated be­

fore lunch that without respect to time, the drainage area cf any 

wellf high deliverability or low deliverability ought to be the 

same again without respect to time? 

A Tes, sir, any one well in that common source of supply could 

eventually effect the entire reservoir* 

Q Interjecting the time factor, a low deliverability well wijll 

not produce as much gas in the given period of time as a high de­

liverability well? 

A That is correct* 

Q You stated with respect to your interference tests that 

those test wells drained singular patterns cf froa five thousand 

feet to a conservative 1920 feet, as demonstrated by the test as 

you analyzed it? 

A That is correct* 

Q Then, assuming that we have 320 acre spacing here, i f we 

have two wells of substantially different deliverabilities off settling 

each other, the high deliverability well would drain the lands under 

the low deliverabilSy well, would i t not in a given period of time? 

A—Well, it just depends*—If the reserves under the respective A D A D E A R N L E Y & A S S O C I A T E S 
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tracts are approximately or bear approximately the same relation 

to the total reserves in the field as their respective allocation 

formulas bear to the total, then one well will not drain the 

other because this Just produces its own gas and although it pro­

duces a higher rate— 

Q (Interrupting)On your own statement, eaeh well would be 

draining the same area actuallys wouldn't it? Each well would 

drain the whole field i f you let i t alone! 

A If you have a proper allocation formula each well will jusfi 

about drain its respective tract. 

Q In fact, you have some arrangement for compensating for 

any differential in drainage? 

You have two wells on adjoining tracts, different deliver ̂  

abilities, both draining the same area at the same time, the high 

deliverability well is going to produce more gas in the same period 

of time than the low deliverability well and producing froa the 

same lands, so you do have significant drainage between wells of 

that nature? 

A Not necessarily. If the wells reserves are somewhat in prj>-

portioa to their productivities and there are some other factors 

such as 25 percent acreage taken into account In the allocating 

formula, it is just possible that each well would percentage wise 

produce its own reserves each month and there would be no cross 

drainage, there would be no differential in pressure. 

Q Your statement thenf that this formula you propose is 

one which will with approximate justice protect correlative rights 

here in the final analysis comes down to your opinion that deliver^ 

ability is a measure of reserves? 
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A I said that deliverability related to reserves, 
the 

Q The whole basis of your holding i*orth/ formula is based 

on that being an accurate representation of the reserves in this 

field? 

A Ha, sir, i t is based partly on the premise that the re~ 

serve* are also related to the aereage under a well. We are sug­

gesting that 25 percent of the gas be allocated on the basis of 

acreage alone. So, we do not consider deliverability, we also 

considered acreage, 

Q Tou would have to remove deliverability entirely to per-

ri.lt equivalent production from l60»s and 320* s? 
A I doa't believe I understand your question, ! 

Q Leaving only the acreage factor in the formula, assuming 

equal de J. i verabilit^ you would them have a perfectly f a i r scheme, 

would you nvt? 
.* Tou mean-— 

* (Interrupting) 320 acres gets twice as much as the fellow 

with the 160 acre reserve? 

A I definitely feel that a l l other factors being the same 

such as deliverability, one well that lias a deliverability of a 

million feet on a 160 acres and one well with a deliverability of 

one million feet per day on 320 acres, the well with the 320 acres 

should get twice the allowable of the well on t he 160 acres because 

a l l other factors being the same, i t has twice as much reserves 

and is entitled to twice as much allowable, 

Q Getting back to your picture, however, though that the 

acreage in the present 320 spacing uait has substantially higher 

doliverability average than the area in the 160, I am running into 
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the dilemma here of finding where we have the equivalent deliver­

abilities throughout the field, you ought to be on a straight acreage 

basis., or. your theory. You say that isn't so, so we will have to 

add in some element of deliverability, We find that your area has 

a si#£%ifieantly better delivembility average than ours does, so 

by adding any part- of it in our respective position is being made 

worse instead of better than, it would be on a straight acreage 

basis? 

A WeH, you aggravated that particular situation by drilling 

your wells too close together and dropping the reservoir pressure 

too fast, Therefore you don't have the deliverabilities that you 

would otherwise have, 

Q We are back to the proposition there, our particular area 

tie Frontier had relatively los? initial potentials, having gotteji 

intc play—aay I testify a little bit mor«— 

MH, SMITH: Swear him* 

Q Did you previously respond yes to my question that in areas 

of low permeability that bringing the economic factor into the plcf 

turs as closer spacing might be perfectly appropriate? 

A ilo, sir, I don't believe I said that, 

Q Will you say it? 

A No, sir, 

Q To make a venture realistic, a party investing his money his 

to have a pay out within a reasonable period of time? 

A That is true, 

Q What do you consider a reasonable pay out period for a well 

of that nature? 

A Well, we youlri like for t.ham to pay QIIV. in t.tm nr- r.h-rtto y*Aw 
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but, of course, sometimes it takes longer, 

Q What is your— 

A (Interrupting) Once they get past six or seven years, we are 

very reluctant to dxdll additional wells* 

Q After six or seven years— 

A (Interrupting) In othtr words— 

Q (Interrupting) Iou are Just trading dollars? 

k In other words, i f we think i t is going to take six or 

seven years for a well to pay out, we certainly donH, m probably 

woaldn't drill i t , 

Q Iou would probably drill somewhere else? 

A We would probably driH somewhere else, 

Q You are now asking us td divide our retum. by $0 percent 

and approximately extend by twice the pay out time which we now arte 

faci.ag? 

MR, SMITH* I don't believe there is any testimony in the 

record to predicate his question, 

MR, SPURRIER! I don't either, if you want to cross examin|e 

the witness, you cross examine the witness* I f you want somebody 

to testify, get a witness that you can swear, 

MR. STOCKMAR} I really meant to frame that question — 

HR. SPURRIER! I am sure you meant to a i l along but you 

sure haven't done that, 

HR. STOCKMARi I realise that. 

C Do you think it is fair, Mr. Greer, to approximately doublb 

the pay out period of some of the wells drilled on 160 acre spacing? 

A You increase your pay out period when you go from 320 acrei 

u 160 acres a l l other factors being the same because you deplete 
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the reservoir faster, the pressure drope off faster and your pro­

duction rate drops off faster and the reason your 160 acre wells 

now have such low productivities is because you drilled thea too 

close together and at the time that you drilled your wells* your 

company was advised about how the pressures would drop off and the 

production would drop off by drilling them too close together* 

Q MTC Greer, I want to ask you a few more questions here, 

if I aay? 

A I would like to add i f you are concerned about your pay 

out time that shouldhave been considered at the time that I told 

your people that the pay out time would be longer when you drilled 

the wells too close together, 

HR, STGCKMAEs That is a l l , Mr, Greer. 

MR. SPURRIERS Mr. Howell. 

HR, HOWELL! Ben Howell representing El Paso Natural Gas 

Company. 

Bys MR. HOWELLI 

Q Mr. Greer, did I understand you correctly in recommendation 

of a minimum allowable of 100,000 cubic feet? 

A Yes, sir, we recommend a minimum allowable of 100,000 cubii* 

feet per well per day, 

Q Suppose that a well is not able to make that minimum? 

A We were concerned about that particular feature and we pre­

pared seme suggested rules in which we identify a marginal well 

because we realised that we can not ask for an allowable which a 

well could not physically make. We realise unless the minimum al­

lowable on a marginal well i s properly defined that i t could put 

an undue obligation upon the pipeline company to try to take gas— L 
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from a field which it, is physically impossible to do and we definitely 

do not have that in mind* 

Q Tou would not advocate then giving any well an allowable cf 

more than the well can produce, would you? 

A That is true and in order to define that we have suggested 

as a starting point in defining this deliverability that we use 

to determine a minimum well or marginal well, not the individual 

wells shut-in pressure, such as is used in the deliverability testj 

but use a pressure which is equal to one half of the field average 

shut-in pressure. That might best be explained by an examples 

supposing that the field average pressure is 500 pounds, then half 

of that is 250 pounds and a well which could produce a hundred 

thousand feet a day at the 250 pounds or less s could produce one 

hundred thousand or less at the 250 pounds, would be a marginal 

well and then it would be allowed to produce one hundred thousand 

feet a day or whatever amount it would produce at that one half 

of the field average shut-in pressure. 

Q Well, I think you have answered th© question. You are 

not advocating the grantings of allowable in excess of the wells 

ability to produce in any instance, are you? 

A That is true, we would certainly not expect the pipeline 

company to install individual compressors to take gas that couldn't 

produce, say, against half the field shut-in pressure. 

MR. HOWELL: That is a l l . 

MR. SPURRIERi Mr. Wiederkehr. 

MR. WIEDERKEHRS Mr. Wiederkehr, Southern Union. 

3yl MR. WIEDERKEHR; 

Q MT, arflftT*, T ata soma what interested in the method you a r r l T e < * 
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at to determine your 75 - 25 allocation formula. I believe, i n i 

your graphs up here* f i r s t , l e t me ask you, what do you consider 

the average permeability i n the West Kuts Field to be from the 

core analysis which you have taken which are representative, as 

you say of the wells i n the field? 

A I believe the average i s on the order of five or six m i l l i l -

darcies. Definitely, I believe i s between two and ten. 

Q Between two and ten. Assuming then that I t Is say* five 

millidarcies, your net effective pore space then- from your graph 

would be around nine and a half percent, would I t not? 

A That i s correct, for an average. 

Q Tour maximum permeability i n the f i e l d i s what? 

A I doji*t recall what maximum permeabilities were but i t 

appears to me that we had some permeabilities on the order of 60 

and 70 millidarcies but there were not a l o t of them. 

Q What would you say or rather than say the uttermost, but 

say something that could be considered average in your upper leveli 

In other words, what I am getting at, do you find many wells with 

a permeability of i n excess of 20 millidarcies? 

A I think probably aii upper level for an entire well, I mean 

average for the entire pay sect-ion of the well probably would not 

exceed oh, 30 millidarcies. 

Q At 30 millidarcies, your net effective pore space then, 

I believe would be about 16 percent? 

A That i s correct. 

Q So, actually, then, when yoa go from 5 to 30, you have i n ­

creased your permeability and therefore in part, your deliverabilitjy 

in a ratio of about 601 and at the same time you have increa&ed— 
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i your net effective pore space which we shall call reserve on a i 

| ratio of about two to one? 
i 

A That is correct. 

Q That would sees to indicate using that criteria alone, 

that may be your allocation formula should be reversed and be, sayl 

60 percent acreage or 66 percent aereage and 33 percent deliver-

ability, wouldn't it? j 
! 

A If a l l the wells were within, just that particular range 

it could be. 

Q Tes. Now, you do have some other factors that enter into 

reserves which we don't consider when we use permeability alone 

and that might be the variations in sand thickness throughout the 

field? 

A That is true. 

Q You have done considerable work in the field, what would 

you consider to be the maximum productive sand? ! 

A Around 60 feet, I believe, is about the most we have had, 

of what I would consider effective producing sand. 

Q Now, you have set a limit of a minimum limit of 100 MCF 

per day. From your experience, how much net sand would it take to 

give a 100 MCF a day deliverability, would you venture a guess on 

that? 

A Of course, there again i t depends on the permeability. 

Q Yes. 

A I don't have the figures in front of me now, but I believe, 

we have some wells with around 15 feet of sand that probably have 

around 100,000 deliverability. 

-1 Q 1 waa going to use something in that neighborhood.—Say-,— 
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we used 15 feet of sand then, your relationship between your sand 

minimum and your maximum in so far as your allowables are concerned 

would be in the vicinity of four to one? 

A I believe that is a good ratio, four to one* 

Q That would indicate then, that using sand alone that your 

formula was exactly correct then, of 75 deliverability and 25 per-

cent acreage then? 

A Yes, I believe it would, 

Q So, i f we use one factor alone we get 75 percent deliver­

ability and 25 percent acreage and turned around and use the other 

factor^ we get somewhere around 33 percent one way and about 66 

percent the other way* So, i f we average those out assuming they 

both have equal weight, I wonder why we don't come up with an 

allocation formula of approximately 50 « 50? 

A X don't make the same assumption, you do, that they have 

equal weight ? 

Q You don't? 

A wo, it has been my experience that the well that has, say, 

the 15 feet of sand is on the edge of the field and i t also has 

a lower permeability and as such--

Q Has a lower net— 

A (Interrupting)Has a higher connate water and higher effect 

of pore spacing so that i t could be eight to one in difference in 

reserve for edge wells compared to center of the field wells. 

Q I wanted that brought out. I am not arguing with you. One 

other question that has been brought up here is the effect of drain! 

age between wells completed on 160 acre spacing and wells completed 

on 320 acre epaeing. I think we have come to the conclusion that" i f 
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thay had the same deliverability theii there would be no drainage, 

probably be ho drainage involved? 

A Iou mean if we give the 320 wells twice the allowable? 

Q Twice the allowable, right? 

A les, then the chances are there would be no drainage be­

tween tracts. 

Q But, if they didn't have the same deliverability that would 

mean that, well, let's assume that the smaller tract had a lower 

deliverability— 
A (Interrupting) Okay. 

I 

Q (Continuing)—and assuming the small tract had a lower de-j 

liverability with the same reserve then, they would be draining, 

wouldn't they? 

A If that existed, of course, there would be. Of course, it 

is my thought that ordinarily with the lower deliverability there 

is a lower reserve. 

Q You just beat me to i t . So, then, you think then that due 

to the fact that the lower deliverability is also an indication j 
i 

of lower reserve that there would be no appreciable drainage even 
though the 320 acre well had twice the allowable of the 160 acre 
well? 

A That is correct. 

MR. SPURRIERS We wi l l take a short recess. 

(RECESS) 

MR. SPURRIERS Anyone have a question of Mr. Greer? 

RE-DIREC2-€XAMIIIATI0K 

Bv? MR. SMITH; 

Q How n̂ ny well* in tha field at present have been developed 
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on 320 spacing? 

A 83 wails, 

Q How many wells have been developed on 160 spacing? 

A £3 wells. 

Q In the event, the Commission should see f i t to enter a pro­

ration order setting up a proration unit of 160 acres, would the 

operator who has developed on 320 acres be required, in order to 

protect his interests to offset to 160 acre density? 

A In order to get his f a i r share of the gas out of the re­

servoir at the same rate, he would have to d r i l l s there would have 

to ba 33 additional wells drilled, 

Q In other words, the area that has been developed on l60 

acre spacing pattern would have ability to drain gas from 320 acre 

area over the ultimate l i f e of the field? Well, what I am getting 

at, in order to protect the interest of the operators that developid 

on 320 acre spacing, he would of necessity havs to d r i l l additional 

wells* isn't that correct? A Tes, sir* 

Q I believe you testified that the wells out there cost 

approximately #20,000.00? 

A That is correct, I think I said 19* 

Q 19 to 20 thousand. I f the proration order is entered 160 

acre basis, i t would probably require or could require the other 

operators in the f i e l d , that is the ones who have developed on 

320 acre spacing to spend a $1,600,000 or a #1,500,000 in additloaal 

capital to protect their interest? 

A That is correct, about a |1,500,0008 

Q Would you consider that those additional wells are necessary 

in order to adequately get a l l the gaa in this reservoir? 
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A Oh, no, sir. The/ are definitely not needed, j 
i 

Q Under this order that you are proposing or being proposed S 

by Stanolind and Benson and Montin, the privilege is granted to tie 

operators, if they see fi t to continue to produce the wells on l6C 

or drill additional wells on the 160 sp&cingg isn*t that correct? 

A That is correct, 

£ I f an operator is not satisfied with the deliverability 

of a well in a particular location and thiiks he wants to move over 

on 160, he can improve his lot in that manner, can't he? 

A That is correct. 

Q Well, I believe that you are ̂commanding that the minimum 

allowable be assigned on a per well basis and not by proration 
units? 

A That is correct. I believe the minimum, allowable should 

bt on the basis of per well, 

Q Thus, the operator who has drilled 160 acres would be as­

sured of a pay out in the event that he should drill the additional 

well? 

A That is correct, 

MR, SMITHS We would like, at this time, to offer our Ex­

hibit 3 and 4, which were not formerly offered in evidence, 

MR, SPURRIER: Without objection, they will be admitted, 

MR, SMITHS No further questions, 

MR. SPURRIERS Anyone else have a question of Mr* Greer, 

Mr, Kellahin. 

RE-CROSS SXAMmmON 

Byi MR. SELLAHIHS 

Q 1 have just one question, Mr. Greer, as I understood on 
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direct, you aaid i f the unit were set at 160 acres, your company 

would be required to drill S3 additional wells, how do you arrive 

at that? 

ME* SMITHS' I would like to object to that. I t was not his 

testimony, The Counsel shouldn't attempt to mislead the witness, 

MR. KELLAHIN? I didn't intend to. It was my understanding 

that the answer— 

MR, SMITHS Let the record speak for itself. I s t i l l say 

that wasn't his testimony. 

Q As I understood your testimony, correct me if I am wrong, 

In the event the prorationing units were set at 160 acres, I underi-

stood you to say in order to protect the interest of the operators 

drilling on 320 acres, i t would require the drilling of S3 additional 

wells at a cost of approximately one and a half million dollars, 

is that correct? 

A We arrive at that by this manner. I f 320 acre wells are 

not allowed, there, 320 acres in an allocation formula,then the 

160 acre wells under conditions of proration would drain gas from 

the 320 acre spaced areas. That being the case, the only recourse 

an operator would have to prevent drainage from his lands would 

be to develop the land on 160 acre spacing and to develop the en­

tire field to a density of 160 acres, would require the drilling 

of S3 additional wells, or the* expenditure of a million and a half 

dollars, in order to protect correlative rights in the field, 

Q Mr. Greer, you testified in Case 377, did you not? 

A Yes, I did. 

Q Did you not testify at that time that such drainage would 

not occur? ~~~ 
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A I testified at that time that drainage would not occur frcte 
the 

i/Gallegos Canyon unit to the denser spaced area due to the drilling 

of a buffer zone of wells on 160 acres. This was under conditions, 

in which there was no proration and a l l the wills would t hai b% 

produced against the comparatively same line pressure and tinder those 

conditions a buffer zone of tw© rows of wells will prevent drainage 

from one area to another. It will not prevent drainage from one 

offset well to another. But, under the conditions at which we were 

discussing i t at that time, which are conditions of production of 

wells into the same line pressure unrestricted £han & buffer gone 

of two rows of wells will prevent drainage from one area such as ! 
i 

the * Gallegos Canyon Unit into another area. I f there is proration 

such that the wells are not permitted tc have an allowable con­

sistent with their aereage then, the wells on 160 acre spacing will 

taksj the gas out faster than the wells on 320 acre spacing and there 

will be no possible room for compensation for the 320 acre wells 

ever to catch up because they will be restricted below their capacity 

to produce and they will not then havethe fair chance that a buffejr 

zone would provide. 

Q Well, the buffer zone, as you defined i t , would s t i l l exist, 

would it not? 

A Tes, sir, but i t would be not as effective as under con­

ditions where the wells produce against the same line pressure, 

Q But i t would serve as a buffer? 

A I t would, partially protect a large area, 

RB-Jff£ECT EXAMINATION 
3v* MR. SMITH; 

to 
Q You testified only with respect/ Gallegos—Canyon Unit -la-
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tas North West part of the field, Tou did not testify with respect; 

to the Southeastern part of the field, 1 will ask you if there is 

any such buffer zone existing iii the Southeastern part of the fieJjd? 

A I think the area of 160 spacing, where i t joins wells of 

320 Is one where there is not a unit and there could not be con­

sidered a buffer gone there because there is a difference in the 

property rights and property ownership that we do not have in the 

north part of the field, Even though we were partially protected \n. 

the Gallegos Canyon area, the operators in the south end of the 

field would not be protected, 

Q In order to clarify this business of partial protection 

from the buffer sons as I interpret your testimony, i t is that the 

gas from the north west part of the field and from the south east 

part of the field, would pass through the buffer zone on its way 

to the area which had been developed on 160 acre spacing, am 

I correct in my interpretation? 

A That i s correct, that Is what would happen, 

HR, SMITH; That is a l l , 

RE-CR03S mMPFATIOH 

<i Actually, Mr* Greer, you could expand your buffer sones 

with the drilling of a few additional wells without the necessity 

of drilling S3 Sore wells, could you not? 

A We might pretty well protect thi owners in the Gallegos 

Canyon area without drilling the entire area of 260 areas, the 

people in the south part of the field though have no such benefit 

of a unit that we have in the north part* 

Bvi MR, MAG5¥i-
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Q XJP this Commission were to adopt your proposed formula, 

let's assume that there Is an operator in the field that has drilled 

his wells on 160 acre spacing and for the purpose of this example, 

he has two wells on the sajae basic lease adjacent to each other 

within the same north half of the section, one of the wells is 

u good well from the deliverability stand point, the othsr well is 

a well that will deliver a 150,000 cubic feet a day. Wouldn't it 

be to his advantage to plug the small well and dedicate the 320 

acres to the big well? 

A I believe that would depand on the extent of proration. I f 

th© market were so greatly reduced that each well's allowable would 

be small enough that an operator would then benefit in such manner 

as you Just, pointed out, then, he could get a higher allowable from 

Just one well on 320 acres as he «ould from the two wells on 160 

acres« I don't believe that would result in reduced recovery be-

cause the well on 320 acres probably would drain the entire tract 

just as efficiently as the two wells would have drained i t . 

Q Did I understand you to say, under a reduced market con­

dition that that would be aggravated? Iou are sure i t isn't the 

opposite? 

A Well, if ths market is sc increased that each well can't 

make its allowable and each well then produced at close to capacity 

then, he would get mom gas froa the two wells because each well 

would be producing at capacity. 

Q Do you have any idea what the total capacity of the field 

is now? 

A I believe last winter that it was producing on the order 6£ 

40 million feet a day. 
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Q It waa producing at more or less capacity at that time? 

A I believe so, 

MR. MACEYi That is a l l I have* 

.MR. SPURRIER! Any on a alee? 

RE-DIRECT EXAMINATION 

Sys MR. SMITHS 

Q With reference to the question Jh*. Macey asked you,that 

condition would be available- to a l l the operators in the field i f 

they wanted to improve their deliverability by plugging a commercial 

well, would it not? 

A Tes, sir. 

Q And a person having drilled one and ultimately made his 

investment in that particular well, would be unfair or unfair 

practice on his part to act in that particular manner? 

A Ko, sir, I think not. The other well was an unnecessary 

well in the first place. 
i 

i 

Q The same proposition would apply if the man had a weak { 

well ? low deliverability well on 160 and wanted to run the calculated 

risk of drilling on the other 160 acres in order to get a better 

well? 
A xesf sxr 

Q Do you think that a nan that would spend his money on that 

risk would be entitled to that benefit? 

A Yes, sir. 

MR, SMITHS That is a l l . 

MR. SPURRIERS If no further questions, the witness may 

bs excused, 

(Witness excused.) 
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MR, TOWNSEJJDs Wa have just one other witness who will pre­

sent tha rules, 

th© witness, having been first duly sworn, testified as follows? 

DIRECT EX4MXNATI0H 

3yi MR, TOWKSSNPl 

Q Will you state your nama to ths Commission, please? 

A Robert Q, Hilts, 

Q By whom are you employed? 

A Stanolind Oil and Gas«Coapany, 

Q Have you previously testified before the Commission? 

A Tes, I have, 

Q As an expert witness? A Tes. 

Q Have you heard the testimony of Mr, Greer in this case conU 

cerning the proposed rules for prorationing in this field? 

A Tes, I have. 

Q Are you substantially in agreement with a l l of the testimony 

which he has given? 

A Tes, I have had an opportunity to review his data and I am 

in agreement with his conclusions. 
you 

Q Based upon tha^have/ caused to be prepared a set of pro­

posed rules for the West-Kutz Field? 

A Tes, I have prepared such a set of rules embodying the principle 

that he recommended, 

Q Let's run through thorn rules, just a minutes so that we 

can, so that the audience can have the benefit of your recommenda­

tion. 

A Rule 3,, as proposed inthis form of order we are submitting A D A D E A R N L E Y & A S S O C I A T E S 
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to the Commission makes reference to the siae of the proration unit 

which we would recommend that the Commission adopt. (2) provides 

as Mr. Greer recommended for* a standard proration unit of 320 

acres but, because of minor deviations from normal surveys, i t 

would permit any proration unit varying between 315 and 325 acres 

to be considered a standard unit for proration purposes. Under 

paragraph B of that rule, we have made a provision whereby an 

operator might have the option of d r i l l i n g to either density to 

which he prefers in the f i e l d . That i s , i f he desires to maintair|, 

his density of development to one well to each 320 acres, he may 

do so, or i f he elects to d r i l l a second well on a standard pro­

ration unit of 320 acres, he may do so in conformance with the 

existing spacing rules i n effect at this time. 

Paragraph 3 also provides that an operator who now has 

more than one well now producing on a standard proration unit of 

320 acres, may continue to produce those wells provided as the pro­

vision i s made below that his allowable shall be determined i n 

accordance with the applicable allocation formula. I t also pro­

vides that any wells that are existing as of the date of this ordejr 

on les3 than the standard proration unit of 320 acres, that he 

ahall be permitted to produce those wells provided their i s i n -

Sufficient acreage available to attribute te the well for allocation 

purposas as a standard proration unit. In each one of the cases, 

of course, the allowable assigned to the individual well would be 

determined i n accordance with the allocation formula recommended. 

Q What does Paragraph C of thatRule 1 recommend? 

A In any case, an operator would be permitted to d r i l l a 

well on less than a standard proration unit without notice and hearing 
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I f certain provisions are mete I f those conditions do exist, authori­

ty to d r i l l a well on less than a standard proration unit could 

be obtained by f i l i n g certain information with the Commission. 

The requirements that must be mex, in this case include the fact 

that the non-standard unit would consist of less acreage than a 

standard proration unit of 320 acres and that the acreage comprising 

that non-standard unit l i e wholly within a legal quarter section 

and, of course, contains a well capable of producing gas into a 

transportation f a c i l i t y . 

In addition, i t would require that he must have waivers 

from a l l offset operators i f such is to be obtained under the pro­

vision of Paragraph C. 

Q What does Rule 2 provide? 

A Rule 2 is a more or less standard provision which provides 

for the f i l i n g of nominations by the purchasers of gas in order to 

establish a market demasl upon which the Commission can prorate gas. 

Q Can you summarise the contents of Rule 3? 

A Rule 3 makes additional provisions related to the system 

of nominations and provides for the f i l i n g of supplementary nomina-

tlona each month, Rule 3 also provides a defi&ition of a marginal 

well as previously referred to by Mr. Greer. I would like to read 

an excerpt from Rule 3• 

"Marginal wells are defined aa wells not capable of pro-

dicing in excess of 100 MCF per day," but as Mr. Greer pointed out 

in order to give that any meaning we must establish a definition 

of a marginal well in terms of some of the other physical factors 

in the f i e l d . So, we have made this further provision that, win 

calculating the capacity of a well to produce, the average shut in 
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pressure cf a l l of the wells i n the pool,as determined by the 

preceding year's deliverability teat, shall be divided by two, and 

each well's a b i l i t y to produce against such pressure shall establijs 

i t s capacity to produce." The further provision i s made that, B a l | l 

wells capable of producing i n excess of 100 MCF per day,* as de­

termined above,*shail receive an allowable of at least 100 MCF per 

day.* The further provision of Rule 3 relates to the allocation 

formula which would be employed by the Commission for- allocating 

among ihe non-marginal wells that aa allowable or that portion of 

the market demand remaining after the reduction of allowables 

which would be assigned to marginal wells, that provides for the 

distribution of that allowable to non-marginal wells onthe basis 

of 75 percent deliverability times acreage plus 25 percent acreage 

Q What does Rule 4 provide? 

A I t simply makes provisions for underproduction and Rule 

5 covers the matter of over production. In effect, these two rulefei 

provide a period of balancing which w i l l permit f l e x i b i l i t y i n proj-

ducing allowables into the pipe line i n accordance with :expected 

fluctuation i n demand. I would lik e to point out in Rule 4, we 

specify that balancing date shall be January 1st and July 1st. How-l­

ever, we are not wedded to those particular dates and since that 1$ 

primarily a concern of the purchasers we would have no objection 

to those dates being altered to conform more to the requirements 

or desires of the purchasers. 

Q Rule 6, 7, 3, and 9, what do they cover? 

A They simply cover more or less standard provisions for 

the f i l i n g of the necessary information with the Commission i n 

order that they w i l l have the proper records which w i l l permit then, 
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%• assign aa allowable to a vail* 

Q It la your recommendation that these rules as you have 

outlined be adopted by the Commission? 

A lee, that is correct. 

MR.TOWliSBLStDj 1 aak the reporter to mark a oopy of that ae 

Stanolind and Benson and Montin»s Exhibit Ho. 5. Ve would like at 

this time to offer it in evidence. 

MR. SPVRRIERt Is there objection? Without objection, 

it will be admitted. 

MR. T0WS3£JIDj Teat is all we have of the witness at this 

time. 

MR. SPURRIERj Anyone else have a question of Mr. Hiltz? 

Mr, lellahin. 

NR, KJSLLAHINi I would liks to ask a couple of questions, 

if I may. 

CROSS-.MsJOMag IOU 

Byi p. tSLWq&l 

k Mr. Hilts, do these rules, would you interpret them as 

meaning wells now drilled on 160 acre spacing could be pooled into 

a 320 acre and the deliverability of the twe wells be added in de­

termining the allowable for that unit? 

A When I prepared these rules, that was not contemplated. 

Q Is that waat, yea intended? Iou say it was not contemplated̂  

a It was not centemplated. 

Q Calling your attention to Section B, sub-paragraph 3,1 

ask you If that would make sueh a prevision? 

A vas that paragraph 3 under B? 

4 — I will read it to you i f you wish. Under Paragraph B, sub-
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31 paragraph 3; "Produce a l l wells existing as of the date of this 

order on a standard proration unit, 1* 

A What i s your question again? 

Q Hy question i s , where your wfclle have been d r i l l e d on 160 

acre spacing, would that allow you to pool the two 160 then as 

320 acre units and add your deliverability i n determining the 

allowable to be assigned to that unit? 

A Well, as I stated when we prepared the rules, we did not 

contemplate that additional tracts would be pooled for that purposte. 

I believe that i s a matter that would require further consideration. 

Q Wouldn't i t be automatic under the provisions of these rules, 

Mr, Hiltz? i 

A Not necessarily, but I can't see that I t would sake any 

particular difference, 

Q I t would be merely a matter of adding the deliverability 

of two wells to determine your allocation, would i t not? 

A The rules as I prepare uhem so long as there would be two 

wells producing on a 320 proration unit each well would be assignee, 

an individual allowable based on the acreage attributable to that 

well and a deliverability as measured by the annual deliverability 

test ard i n effect the wells would be assigned on an individual 

basis, 

Q I don't think that i s material, 1 just wanted your thinking 

on i t . One other question. Under Paragraph G, sub-section 2, would 

seem to provide that you could secure a unit without notice and 

hearing provided that you f i l e d waivers and so forth only i f your 

acreage to be assigned was less than 160, was thai; your intention? 

A Mô  s i r , 
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_32J . IZ2_ 
Q I t says legal quarter section, do you mean legal half sec-; 

tion? 

A I f i t said legal quarter, i t should have read legal half s 

which would have been a standard proration xuiit. 

MR, KELLAHIK: Tes, s i r , thank you, 

MR. SPURRIER? Mr. Grenier, 

MR. GREMISIU A. S. Grenier, Southern Union. 

By; MR. GRENIER; 

Q I believe i t was In Paragraph I - C, Mr. Hiltz , where you 

were talking about these non-standard units which we just found 

would be anything less than a legal half section, i s that the cor-j 

rect paragraph reference? 

A Tes, that i s correct, 

Q Tou aaid, I believe, that provision was made that certain 

physical conditions had to be made and i n addition to that, waivers 

needed to be obtained and submitted to the Commission from offsetting 

operators, i s that correct? 

A Tes, s i r , 

Q In your opinion, i s the waiver procedure preferable zo a 

notice procedure which would become effective i n the absence of 

objection. That i s to say, would you not feel that the same purpose 

would equally be well served i f the operator desiring the non­

standard unit were to show tc the Commission's satisfaction that he 

had noticed the operators i n the adjoining tracts and that they, 

within a reasonable period of time to be specified by the rules had 

not voiced an objection to the Commission? 

A I -chink i f a reasonable period of time were provided, there 
to 
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33 so 

Q Would that be, in your opinion, sore a?* less of a burden 

upon the operator than the waiver procedure, whieh do you think, 

would be easier for the operator to live with? 

A The furnishing of a waiver, of oourse, would require a 

l i t t l e b i t more work. There is no doubt about that. I don H thirik 

i t i s significant. 

Q The giving of a notioe might be a l i t t l e less work than 

another? 

A Yes, administratively, ir, i s a l i t t l e less work. 

Q I wasn't quite clear on this point of nominations and sup­

plemental nominations, I gather that you are recommending that 

nominations be f i l e d the beginning of each of the six months bal­

ancing period by each of the takers from the pool, is that correct 

A Yes, s i r , that i s correct. 

Q And that thereafter, as and i f thev find that their demandO 
w i l l 

are different that they/file supplemental nominations? 

A I believe that the intent of this rule i s identical with 

that, that i s in effect i n the southeastern part of the state. 

Q Those make mandatory, the f i l i n g of supplemental nomination^, 

do they not? 

A That i s correct. 

Q Do you sec any worthwhile purpose to be achieved through 

the f i l i n g of supplemental nominations i f they are i n fact the same 

as the original nominations? In other words t why should the 

supplemental nominations, i n your* opinion, be mandatory rather tha«i 

optional? 

A I think i t gives a more current picture on a monthly basis 

of the exact requirements of tha operator. I believe that the--filing-A D A D E A R N L E Y 8c A S S O C I A T E S 
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Si 

1 >f the original nominations requires that the operator express his 

desires to purchase gas by months* 

Q So, that gives a picture by months, i s that correct, as well 

as the t o t a l for the six month balancing period? 

A Yes, that i s correct. 

Q So, that i f , assuming that supplemental nominations were 

optional, i f he failed to f i l e a supplemental nomination, wouldn't 

that be a current indication that he thought he had been right to 

biigin with"? 

A I assume that i f any change \*%re made, he would comply with 

the requirement that he f i l e a supplemental nomination. 

Q Wha-o I am getting at i s t h i s , why i f your original estimate 

is right or so nearly right that you can't make a better one, should 

you have to go to additional administrative effort of your pipeline 

company, f i l e a useless piece of paper just echoing what you said the-

f i r s t time, or is i t a useless piece of paper? 

A Ky feeling i s t h i s , that i f the original nomination i s f i l e d 

by months and the operator i n affidavit form affirms that is his 

desire to purchase by months for the ensuing balancing period and 

there i s no change, then administratively the f i l i n g of a supplemental 

nomination serves no useful purpose. 

Q So, you would have no objection to such a rule that made 

the f i l i n g of supplemental nominations requisite only i f i t were 

desired to change what the original nominations had been for a 

particular month? 

A So long aa there i s to be no change- the balancing periods 

are adopted and current monthly records of actual production are 

f i l o d with the Commission,.—at tha moment, X see no absolute necessity 
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y>A . — 

for requiring that a supplemental nomination indicating no change j 

be f i l e d . 

Q I was talking about no other change except the one as between 

mandatory and optional, so your answer to the question would be yes, 

I gather within that frame of reference? j 

A Yes, I think ao. 

MS. GRENIERi That i s a l l . 

MR. SPURRIER? Anyone else have a question of Mr. Hiltz? 

MR. STOCKMAR; Mr. Stockmar, Frontier, I would like to ask 

one. I did not understand the quest.ion or answer of Mr. Kellahin. 

By; MH. STOCKMAR; 

Q Where you have two wells on 160* which might be called a 

proration unit, did I understand you to aay that the deliverabilities 

of the two wells could be added? 

A No, s i r , I did not t e s t i f y to that effect* 

Q Would you cla r i f y that for me? 

A Well, I don't believe f i r s t that ws made reference to a 

case where you would have i n this f i e l d j two wells d r i l l e d on 160. 

We were referring to a standard proration unit of 320 acres and the 

fact that as the f i e l d i s now developed, you have many cases where 

a standard proration unit could oe formed and there would be two 

wells i n existence on that unit. I believe I test i f i e d that when 

these rules were prepared we did not contemplate the adding of de­

l i v e r a b i l i t y on the two tracts and assign a single allowable to the 

proration unit, rather- I t was eiy thought that allowables would be 

assigned on individual well basis. That way, the Commission can muĉ i 

more readily maintain a current record of the actual production 

which i s obtained from each well, so long as that well i s maintained 
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Ion the proration unit as a producing weii, 

Q Iou contemplate then, proration units of 160 acres i n pari? 

A We would provide that the standard proration unit be 320 

acres but in li g h t of the fact that development i n a portion of the 

f i e l d has been less than that to this date, we would permit the 

operator to continue to produce both of those wells on a standard 

unit i f the acreage could be assigned. His allowable would be de­

termined for each well in conformance with the allocation formula. 

Q As i f each one was a separate 160? 

A That i s correct. 

MR. STOCKMAR: That i s a l l . 

MR. SPURRIERS Any one else? 

RE-DIRECT EXAMINATION 

3y; MR. SMITH; 

Q In order to further c l a r i f y the point last discussed. In 

effect what you are recommending i s that within a standard proration 

unit, that acreage w i l l be allocated to whatever number of wells 

laay be i n that standard proration unit? 

A That i s right. 

Q And each one treated separately? 

A Thau i s right, the t o t a l acreage In the proration unit would 

be allocated to the individual wells. I f you had two wells on 320 

thea you would have to assign 160 acres to each well in order to be 

dbie to determine i t s allowable, 

Q Then, you would apply the deliverability of the respective 

vreli to that particular well to determine i t s allowable? 

A Tes, s i i % that i s right. 

MR. SMITH; That i s a l l . 
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MR. SPURRIERi I f no further questions, the witness may be 

excused. 

(Witness excused.) 

MR. TOWNSENDs That is a l l we have. 

MR. SPURRIER; Does any one else have testimony they wish 

to introduce? 

MR. BARNES: Frank Barnes, representative for British Ameri­

can, before the next case goes on, I would l i k e to make a brief 

statement that ties in with Mr. Greer's testimony. 

MR. SPURRIER; Let's see i f there i s any further testimony 

then, we w i l l take these statements. 

MR. BARNES; I t actually isn't a statement. We would lik e 

to t i e our information i n with Mi-. Greer and Benson and Montin. I 

thought now might be an appropriate time to do i t . 

MR, SPURRJER: Does any one have any more testimony to intro-

iuce? Mr. Barnes— 

MR. HOWELL; We have some testimony, Mr. Spurrier. 

MR. SPURRIER; Mr. Barnes, you are on. 

MR. BARNES: I f you prefer, I could wait u n t i l a l l the rest 

of the testimony i s In and make one brief statement when i t i s a l l 

over i f that w i l l speed i t . 

MR. SPURRIER: We w i l l l e t you do that, Mr. Howell. 

£. N 0 E M A N WOODRUFF 

the witness, having been f i r s t duly sworn, te s t i f i e d as follows: 

DIRECT EXAMINATION 

fori MR. HOWELL: 

Q Wil l you state your name to the Commission, please? 

A F. Norman Woodruff. 
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Q You te s t i f i e d before the Commission as an expert witness 

previously, as an engineer? 

A I have. 

MR. HOWELL: Are the witness^ qualifications accepted by 

the Commission? 

MR. SPURRIER; They are* 

Q Mr. Woodruff, please state to the Commission what studies 

you nave made with reference to reserves in this West-Kutz Field? 

A My company makes continuing studies of reserve evaluation 

for the pools in which i t takes gas. The West-Kutz Field i s i n ­

cluded i n this group* I have taken the reserve evaluation prepared 

by my company for the West-Kutz Field or that portion of the reserve 

evaluation which has to do with net effective sand pay and similar 

to the manner in which I employed, te s t i f i e d to i n the Blanco-Mesa­

verde Pool. I have determined a relationship between net effective 

pay and the i n i t i a l potential of the wells in the pool upon which 

slectrie logs, gamma ray, neutronic logs are available. 

Q Mr. Woodruff, does El Paso Natural Qas Company, your employer, 

operate any of the wells in the West-Kuts Field? 

A No, s i r . 

Q How many wells did you find logs available on? 

A 56 wells. 

Q Are your studies based upon the wei Is only upon which logs 

were available? 

A I t I s . 

Q And please state what variations you found in your net sand 

;3ay within the field? 

—A——Our variations varies froa aero net, effective pay sand thickness 
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jto between 60 and. 70 feet of thickness. j 

Q What do you count as net sand thickness? I 

A We have established a manner* of evaluating net sand thickness 

from electric logs based on Interpretation of the core analysis j 

available and used that in a consistent manner on a l l logs which ar^ 
! 

available In a pool, in an effort to determine for each v/ell, the j 

net effective sand thickness. j 
t 

Q Have you analyzed the, 46, did you say? \ 

A 56. 

Q The 56 well logs and prepared a graph showing the relation­

ship between the sand thickness and the i n i t i a l potentials? 

A Such an analysis has been made under my supervision and with 

my help and I do have an exhibit showing my investigation. 

Q I w i l l ask i f you w i l l mark that as EI Paso Natural Gas Com-

pany's Exhibit No. 1 and place i t on ths wall, 
(Marked EI Paso Natural Gas Company's 
Exhibit No. 1, for identification.) 

Q How, please state b r i e f l y what this chart shows as to the 

relationship between, the i n i t i a l potentials and the sand thickness, 

the net sand thickness i n tht wells studied by you. 

A This exhibit shows that within reasonable l i m i t s , there i s 

a. straight line relationship between net effective sand pay and the 

i n i t i a l potential of the wells. 

Q As I understand the f i r s t marker, which appears on the l e f t 

hand corner, that reflects the average of 6 wells that had a sand 

thickness between aero and ten feet, i s that correct? 

A That i s correct. 

Q And the average i n i t i a l production from each well is less 
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han 250,000 i n i t i a l potential? 

A The average i n i t i a l potential for those six f e l l , was 156 

MCF per day. 

Q Then, i n the next group, i s sand thicknesses from ten to 

twenty feet? 

A That i s correct. 

Q How many wells did you average in that? 
i 

A There ware 20 wells with an average i n i t i a l potential of 

976 MCF per day* 

Q Just stats each sand thickness that you took there and the 

results. 

A The next isopachus interval was fro® 20 to 30 feet with an 

average thickness of 25 feet, we had 15 wells with an average i n i t i a l 

potential of 1,424,000 cubic feet. The next interval was from 30 to 

1,0. average 35 feet, ten wells average i n i t i a l potential of 2,331,000 

subic feet. The next was from 40 to 50, average of 45 feet, two wells 

average i n i t i a l potential 4,235,000 cubic feet. The next from 50 to 

SO average of 55 feet, two wells average i n i t i a l potentials 3,345,003 

rabic feet. The next was 60 or better, one well average for the 

I n i t i a l potential was 3,400,000. 

Q Have you studied the relationship between the i n i t i a l poten­

t i a l and the deliverabilities of these wells? 

A Tes, I have. 

Q What i s that relationship? I s i t a direct relationship or 

s there substantial differences? 

A There is a substantial difference between individual wells, 

generally, over a f i e l d wide basis there i s vary l i t t l e difference. 

-0 As to the average of the wells, i s there a direct relationship 
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between the average deliverabilities and the average i n i t i a l potential 

of wells in these isopachus intervals? 

A Yes, s i r , there i s . 

Q What do you conclude with reference to the factor which most 

accurately and f a i r l y represents the recoverable reserves under the 

tracts in this particular field? 

A The deliverability of the well. 

Q The deliverability of the well does what? 

A Well, I t reflects the effect of the various factors which 

enter into the reserve calculations. A l l of the reserve factors ex+ 

cept acreage,therefore,it i s an indication of the variation of re­

serves between an acreage and acre underlying one well and an acre 

underlying another well. 

Q What have you concluded as to the formula which would be 

fairest i n giving to each operator or owner the right to recover h i ^ 

f a i r share of the recoverable reserves? 

A Yes, I have considered such a formula. 

Q What formula would you recommend? 

A I would reooirmiend a formula of 100 percent acres times de­

l i v e r a b i l i t y . 

Q Now, there has been testimony with reference to the small 

producing wells. Whats i f any, consideration would you recommend 

should be given to those wells? 

A I think I t would be proper- for the Commission to determine 

that any wall with a deliverability of 100 MCF per day or less be a 

aarginal well and that i t be permitted each and ever"/ : 1,0 produce 

i t s producing a b i l i t y * 

Q NoWg as an approriaal matter, would that l e t t , ^ smaller welile 
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with the longer pay out make a l l the production they were going to 

make any way? 

A I t would. 

Q How would the mechanics work in handling these marginal weljLa? 

How would you recommend that the marginal wells actually be handledf 

A First , a matter for determining marginal wells should be 

set up, which I consider, should be i t s actual producing a b i l i t y . 

Then, tha actual producing a b i l i t y of each marginal well should be 

added together to get a t o t a l volume of gas which should be deducted 

from the t o t a l market demand for that pool. The remaining allocation 

should be divided among the remaining wells, non-marginal wells. 

However, by the application cf the formula should other wells receive 

allowables in excess of their actual producing a b i l i t y , they should 

then be placed in a limited or marginal catagory for that particular 

month, that allowable added to the allowable of the other marginal 

wells subtracted from the t o t a l market demand and the market demand 

then be allocated among the non-aarginal wells by application of the 

allocation formula. 

Q Now, in practice, i s there actually a difference between &ny 

theoretical deliverability of a given well ana i t s actual deliver­

a b i l i t y under f i e l d conditions? 

A Tes, s i r , there i s . 

Q What are some of the reasons for that? 

A Well, the calculated deliverability i s taken at a pressure 

equal to one half of the wells shut in pressure, which may be less 

than the actual pressure experienced i n the f i e l d i n production. 

Consequently, the weil would be capable of producing less gas than 

i t s calculated deliverability. In addition to that the deliverabiljlty 
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calculated is based on a theoretical condition by that, I mean i t 

is based on the casing pressure experienced flowing through the 

tubing or vice versa, where the actual production would be reflected 

by its actual flowing relative pressure* 

Q Were wells in the marginal category that are shut in for anf 

reason for repairs or for any reason that the operator should shut 

them In, does that well ever have an opportunity to make up the pro4 

duction it lost while it was shut in? 

A Did you say a marginal well' 

Q Tes. 

A It would not. 

Q Did you hear Hr. Greer's testimony with reference to the 

recommended 320 acre proration unit? 

A I did. 

Q Do you have any comment or recommendations to make to the 

Gommission on that? 

A I would concur with the recommendations of Mr. Greer in per­

mitting the operator to assign 320 acres, if he so desired,to wells 

in this pool. 

Q Are there any other points, Mr. Woodruff, in connection with 

the proration of this particular field that I haven't asked you about 

that you would like to make a recommendation to the Commission on? 

A I recall none at this time. Except that, Mr. Howell, I wouli 

request that we be permitted to file rules, proposed rules for this 

pool as we did in the Blanco-Mesaverde Pool subsequent to this hearijig, 

MR. HOWELLt That is a l l . 

MR. SPURRIERS Take a short recess, 

4RECESS) 
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MR. SPURRIER: Any one have a question of Mr. Woodruff? 

CROSS EXAMINATION 

By; MR. STOCKMAR; 

Q Mr. Woodruff, you t e s t i f i e d that you had examined 56 logs of 

wells i n the field? 

A That i s correct. 

Q Give me some idea of the distribution of the wells as to 

which logs were examined. 

A The distribution wasn't over the complete pool as presently 

designated. 

Q I t was not? 

A No, i t was a l l the wells that were available and I assume al|l 

the logs that have been taken on the wells in the West-Kutz Pool. 

Q Can you give me some idea whether there was concentration 

or not of the logs you examined? 

A What i s that? 

Q Can you give me some idea i f there was a concentration in thje 
how 

f i e l d of the logs that you examined? For example,/many wells of the 

Frontier Refining Company, did you examine logs on? 

A I have no recollection of the logs as by company designationjs. 

I do seem to recall that we had quite a concentration of logs i n the 

center area whieh i s the area i n which Frontier has their wells. 

Q Kow about the Hancock area? 

A I do not recall positively which company's logs we had but 

i f you had logs in the area and they were available to us, I am sure 

we considered those logs. 

Q Has your examination of the logs in the north west and south 

east portions of the f i e l d been substantial? A D A D E A R N L E Y & A S S O C I A T E S 
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A I t i s my recollection that there was a scarcity of the logs 

in the north west portion of the pool. 

Q I gather, none the less ? that i t i s your opinion that the ldgs 

that you did examine are representative of the whole field? 

A Yes, I considered that to be the case. 

Q How do you arrive at the net effective pay which you used to 

break down the wells into classifications? j 

A As I t e s t i f i e d , we set up a basis for evaluating net effective 

pay by the various logging means. That has been based on the infor4 

mation available from core analysis, from a l l information that has 

been given to us. 

Q Were you able here to acquaint these logs with the core 

analysis? 

A To a certain extent. 

Q How many cores on the core analysis? 

A My recollection, there were five cores. 

Q In determining net effective pay, did you consider the factor 

of permeability? Did you set some minimum permeability? 

A Permeability entered into the determination but not necessarily 

as such i n that we attempted tc pick that portion which we considered 

would be effective gas pay as interpreted from the log, a l l the i n d i ­

cations on the log. 

Q But you did not have an effective cross check of a l l logs 

against equivalent cores, core analysis? 

k What do you mean by a cross check? 

Q Well, some verification of the net effective pay section as 

you determined i t on your log as against a core? 

A Wall, many of the cores were of just partial sections and, 
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of course, wouldn't cover the whole interval of the electric log, 

IWe found, my recollection, general correlation between electric logs, 

various types of logs and the core analysis, we also had--

Q (Interrupting) Did you— 

A (Continuing)— we also had some, the micro-logs which we 

consider effective means of determining net effective pay. That was 

a great help to us. 

Q Is that part of the formation that you excluded from the 

net effective pay, in your opinion, sand that w i l l never give up gad? 

A We think i t i s a reasonable assumption that I t w i l l never 

give up any pressurable volume of gas. 

Q Then, you are saying that you were able from those logs to 

pin down an area of zero permeability? 

A I am sure that i t would be approaching zero permeability. 

As I said, we did not use permeability alone in picking i t out but 

certainly since productivity i s related to permeability, the ind i ­

cation would be such as you indicated i t . 

Q I am sure that you know vhat the testimony of Mr. Greer has 

been to the effect that we have very low permeabilities in the f i e l d * 

I am trying to arrive at the point where you sawed off the permeability 

bo give net effective pay? 

A I can't point that point out to you. 

MR, STOCKMAR; Excuse me a minute. 

Q I think you went along with Mr. Greer in saying that deliver^ 

i b i l i t x e s are actually a rather effective measure of reserves? 

A Thau is correct. 

Q Would you l i s t for me the fac-cors that you consider in de­

termining the reserves that are in the parti milar—body of sand?— 
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A Yes, s i r , I use thickness, p o r o s i t y , i n t e r s t i t i a l w a t e r 
! 

b ont ent, pressure— 

Q Pressure? 

A And for the whole f i e l d , acreage. 

Q The i n i t i a l pressure of the whole field? 

A I f I am wanting i n i t i a l reserves, the i n i t i a l pressure of 

ihe whole f i e l d and I said acreage. 

Q Permeability wasn't listed there? 

A That i s correct. 

Q On that premise, Mr. Woodruff, i f over a period of one year, 

irou discovered that the deliverability of a well had been reduced 

;o one half of what i t was, the prior test, you would say that one 

half of the reserves would have been given up? 

A I believe that one half of the reserve recoverable to that 

•jrell would have been given up. 

Q Aren't you injecting into that a factor of time? 

A That was what the question waa premised on, I believe, one 

year. 

Q What are the factors which under the Commission's rules for 

determining deliverabilities are taken into consideration? 

A What are the factors used in determining? 

Q What ara the factors which you consider In determining the 

deliverability of a particular well? 

A You mean in the present state designated test? 

Q Yes. 

A Pressure and volume. 

Q How are those related to the factors which you have listed 

Ap r»np<HdftrHT,g -:r, t-.ha gtjanriarM appynanh -t-.n -jai-oymine your reserves? 
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A Did you say, how are they? 

! Q Yes, how are those factors related to those other factors 
i 

which you listed as being considered in determining reserves? 

A Of course, pressure was one of the factors which I indicated 

was used i n determining reserve. The other factors enter into the 

a b i l i t y of the well to produce gaa. 

I Q I s that a measure of porosity? 

A Measure of porosity. 

Q I am trying to educate myself a l i t t l e here, I have had some1 

d i f f i c u l t y this afternoon in tying deliverability into reserves. I 

s t i l l f a i l to convince myself, at least, when looking at the de­

l i v e r a b i l i t y sheet the factors that are considered here are the sam̂  

as tha factors which you l i s t as considering in your consideration 

of the i n i t i a l reserve. 

MR. HOWELLs Is that a question or a statements 

MR. STOCKMAR; I am asking for assistance here to educate. 

I do not see the relationship. 

MR. SPURRIERS Was i t a clarification? 

MR, STOCKMARJ I t i s a clarification of my prior question 

actually, as to the relationship between the factors considered on 

the one hand and those considered on the other. 

MR, HOWELLj Has Counsel asked a question? 

MR. STOCKMAR: I am asking for more cla r i f i c a t i o n thai he 

gave ae in answer to the prior question i n relationship to these 

factors. 

A This deliverability test required by the State i s a refl e ctfion 

of the formations a b i l i t y to deliver gas into the well bore. That 
to 

A b i l i t y / deliver gas into the well bore i s determined—by—the 
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factors which influenced deliverability, 

I Q Well, in deliverability of a well i s permeability a factor? 

A Deliverability? 

Q Yes. A Yes. 

Q The higher the permeability the higher the deliverability? 

A That i s correct. 

Q Yet, permeability was no factor which you listed previously 

2.3 determining reserves assuming some permeability? 

A That Is correct. 

Q Then, we have that distinct difference i n ths factors that 
and 

we are considering on one hand/the other? 

A Well, you have the factor in that tho word * permeability'" 

was not used, but the factors upon which permeability are determined 

a.re included In the reserve estimate. 

Q Assuming some permeability you must, under the reserve cal­

culations, give some effect to the existence of the reserve? 

A I f you have permeability, did you say? Assuming i t i s a gas 

searing reservoir? 

Q Yes. A Yes. 

Q Without respect to whether i t i s high or low permeability, 

in your calculation of reserve, you give credit to that fraction of 

the reservoir as a permeable fraction, one which would give up gas 

ultimately? 

A I believe your statement i s correct. 

Q You have stated that a well with high permeability w i l l have 

a high deliverability,, a well with a lew permeability w i l l have a 

low deliverability.. assuming a l l other factors equal with respect 

j;o those two wells? 
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! A What other factors? 

i Q Assuming every other factor that you have liste d as being 

equal with respect to those two wells except the permeabilities, w i l l 

you then be able to change the reserve picture? 

A The other factors would not be equal and have variations 

in permeability f i r s t * 

Q You listed aereage which could be the same, pressure whieh 

could be the same, porosity which could be the same, thickness whieji 

could be the same and i n t e r s t i t i a l water could be the same. What 

are the factors which could not be the same i f the permeabilities 

were different? 

A I n t e r s t i t i a l water content and porosity. 

Q You can not imagine the situation where the permeabilities J>f 

two sections of zone could be the same and the different i n t e r s t i t i a l 

water content? 

A There may be a possibility i f you had a certain range of 

porosity which would permit i t . 

Q Back to your statement that high permeability well w i l l have 

a high deliverability. A low permeable w i l l have a low deliverability 

and then your next statement that there i s a rather direct relation­

ship between those two deliverabilities and reserves, you are saying 

on theona hand that the low permeability has a low reserve, the 

aigh permeability has a high reserve. Are you saying that that i s 

true as to a producible reserve in a particular period of time? Is 

that the distinction? 

A Certainly, i t wouldhave to be a recoverable reserve to the 

f e l l . 

Q Disregarding time as a factor aad aomwinpr that aach parcel 
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was sealed off froa the others, would you s t i l l have a distinetiy 

different reserve picture? 

A Iou mean, between the well with high permeability and the 

well with low permeability, yes, s i r * 

Q Yet. there was no factor i n your original calcula­

tion of reserve? 

A As I stated, you couldn't have had that •sri.tho.it the factors 

differing in the reserve calculation. 

MR. STOCKMAR: I think that i s a l l . 

MR. SPURRIER: Mr. Grenier. 

By; MR. GRENIER; 

Q Mr. Woodruff, did I understand that El Paso was submitting 

proposed rules at this time? Was that what you were talking about 

or were you just talking in terms of recommendations, generally? I 

wasn't quite clear on that point, 

A You are referring to the portion of" the testimony that I 

recall I indicated we would l i k s to have the privilege of submitting 

ruleo subsequent to the time of this hearing. 

Q I was correct that you are not putting them in at this time, 

i s that correct? 

A That is correct• 

Q In recalling back to my questioning of f4r, Hilts a few momedts 

agoa you were present and heard that* 

A Yes* s i r . 

Q On this question of waivers for setting up of non-standard 

units, do you feel that the waiver procedure is necessary or that a 

notice procedure satisfying the Commission that notice had been giveh 

with say9 an adequate period of response, somewhere, 15 to 30 days, 
A D A D E A R N L E Y & A S S O C I A T E S 

STENOTYPE REPORTERS 

ROOM 105-106-107 EL CORTEZ BLDG. 
PHONES 7 - 9 6 4 5 A N D 5 - 9 5 4 6 
A L B U Q U E R Q U E . NEW MEXICO 



would that work squally well, in your- opinion? 

A I think i t would work equally well. 

Q Do you think i t would result in any saving of effort on the 

part of operators, not having to s o l i c i t waivers and being able to 

handle i t by notice and procedure? 

A I think i t would. 

Q On the matter of supplemental nominations as being mandatory 

or optional 9 do you feel that mandatory supplemental nominations are 

necessary? 

A I do not. 

Q Turning, i f we may to, I would l i k e to turn you to Exhibit 

So. 1 for a moment, i f I may. At what point does the line which you 

lave drawn there, intersect the level of wells i n the 40 to 50 foot 

sand thickness, approximately? 

A Approximately, 2.8 million per day. 

Q What was the average i n i t i a l potential of the we.ll i n that 

.group, actual as opposed to theoretical for your line? 

A 4.235 million per day. 

Q In other words, the actual was about 50 percent higher than 

the theoretical, is that correct? 

A That i s , I believe, correct. 

Q That represents a rather substantial variance, does i t not, 

l t r . Woodruff? That is not what you would c a l l a very close direct 

relationship, i s i t ? 

A For those two individual wells, I would say, no, 

Q In other words, there was a rather material variance as to 

those two wells from your average, i s that correct? 

A Yes, s i r , that is correct. 
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Q Have you made studies, respecting the basic data from which 

this study of yours was prepared as to what the average deviation 

from the normal i s per well i n this field? 

A No, s i r , I have handled m evaluation on a f i e l d wide basis* 

Q Tou didn't attempt to see how closely on the average wells 

came to your theoretical l i n e , i s that correct? 

A Not on individual wells. 

Q So, you do not know whether they are in a rather narrow banc, 

or in a rather broadly spread out band tracking this l i n e , i s that-

correct? 

A I believe that i s correct in that there may be individual 

wells whieh would deviate appreciably from the li n e , but the normal 

conditions for the major portions of the wells in the f i e l d would 

f a l l essentially along this l i n e . 

Q Then, as to the average, then your wells would f a i r l y well 

adhere to the line but from well to well there might be rather 

substantial variations, i s that correct? 

A There may be, 

Q Would a hundred percent deliverability formula tend, in any 

•*ay, to compensate or correct for possible Individual well deviations 

rom that normal line? 

A Well, as your deliverability, of course, is influenced by 

Dther than the net effective pay, i t may. I t may vary. 

Q In other words, there are factors other than the net effective 

Day that cause the variances from your theoretical li n e , i s that rig^it? 

A That may well have been the case. 

Q Does deliverability give effect to those factors? 

A I t does* 
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Q Tc a l l of them? 

A I would, consider that I t does* j 

Q Well, l e t me put i t to you in this fashion B Taking a well I 

having a certain i n i t i a l potential, you assign i t on the basis of 

that on your curve line here, a certain sand thickness for the area 

assigned to i t as i f i t were a proration unit, i s that correct? • 

A I f I understand your question properly, that is not correct* 

Q Well, is this chart of yours based on reserves per acre or 

per 160 acres or per 320 or per what? 

A My chart reflects the net effective pay picked for those 

wells for which we had logs in the West-Kuts Pool and that i s com­

pared with the i n i t i a l potentials of those wells, 

Q Is that net sand thickness merely at the point of the wei]. 

bore or is 1& your opinion that that condition should hold true 

throughout the proration unit? 

A Is i s at the point of the well bore, of course, 

Q Yet, i f you make use of your formula, you are applying i t j 

ioro^s the entire proration unit 3 i s that not a fact? ! 

A That i s correct, I think by the relationship that we have 

seen able to establish that i t Is a reasonable approach to i t , 

Q Yet, we have seen some rather substantial variations there 

;:'rom this theoretical line of yours, would not the introduction of 

at least supplement of acreage component tei d to alleviate and adjust 

ihose deviations which you have encountered in individual wells? 

A I do not consider that i t would, , 

Q In this f i e l d , i s i t or are you sufficiently familiar with 

t to know whether or not i t i s the general practice of operators 

o shut their wells or to sand-frac them or UBQ other similar technic 
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designed to increase their deliverability after they have f i r s t been1 

g r i l l e d in? 

A I t is the practice to stimulate a well. 

Q Bo those practices customarily have any beneficial result? 

A Customarily, yes. 

Q By so increasing the deliverability, have these practices 

Increased the reserves? 

A They may well have increased the recoverable reserves to those 

%-ells. 

Q Well, now, the recoverable reserves were there already, were 

they not? 

A I f i t increased i t , no. 

MR. GRENIER: That i s a l l . 

MR, SPURRIER; Anyone else have a question? Mr. Kellahin. 

By? MR, KELLAHIN: 

Q You adopted Mr. Greer's testimony in recommending unit pro­

ration unit of 320 acres, i s that correct? 

A Yes, s i r , that i s correct. 

Q You are familiar with the fact, of course, that part of the 

West-KutE pool has been d r i l l e d on 320 acres and part of i t on 160? 

A Yes, I am. 

Q Assuming that yon set up your 320 acre proration unit and in 

the area where you have wells d r i l l e d on 160 acres on two adjacent 

tracts, one well with a very high deliverability and the adjacent 

* e l l on a very low deliverability, wouldn't that result in a lower 

illow&bie for those two tracts than one achieved, i f you had only 

ane well of a high deliverability well on the 320 acres? 

—A Ray I restate that statement as I understood l l ? 
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Q You want me tc restate my question? I got a l i t t l e confuse^ 
i 

jmyself. j 

A You had two 160 acre tracts, one with a high deliverability 

and one, a low deliverability well? 
1 

Q Yes* 

A Would you get the same allowable as the same 320 acres 

assigned just to the well with the high deliverability? 

| Q Yes. 

A No, you would get less for the two wells on— 

Q (Interrupting) I t would be less? 

A For tha two wells, yes. 

Q Wouldn't that possibly result in the plugging of the well of 

low deliverability in order to allocate to the high deliverability 

well? 

A That would be to the discretion of the operator. 

Q I t Is a possibility, i s i t not? 

A I t certainly i s . 

Q I t i s a matter of economics whether i t waa dona or not done? 

A I t would bs to the discretion of the operator. 

Q Wouldn't i t result i n a premature abandonment of a well re­

sulting in waste which i s — 

A (Interrupting) I don't feel i t would be, result i n economic 

waste because i t i s established that the one well would recover a l l 

the recoverable reserves. 

Q Do you think i t would recover a l l the recoverable reserves 

to the extent that the two wells would recover them? 

A There would be some depreciable difference. 

Q There would be a difference? A Yes. 
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Q i t would result In a premature abandonment of a well? 

A I f the operator desired I t so be done. I t wouldn't force i t . 

Q Are you familiar with the statute covering the premature 

abandonment of the well? 

A Generally so. 

Q Isn't that defined as waste? 

A I recall that i t i s * 

MR, KELLAHINs I believe that i s a l l . Thank you* 

MR. SPURRIER, Anyone else have a question of Mr. Woodruff? 

Bvi MR. SMITH; 

Q Mr. Woodruff, with reference to the last matter discussed, 

would i t be your opinion that I f some person did see £L t to plug 

the well at lower deliverability that the measure of deliverability 

of that 320 acres has been determined on the average deliverability 

of the two wells and that the Commission should consider limiting the 

f u l l allowance of the high deliverability well in assigning allowables 

to that 320 acre proration unit? i 

A That they should consider the average between the two. 

Q That i s right, maintain the d i f f e r e n t i a l , in other words? 

A I wouldn't recommend that. 

Q Tou think that the party should be entitled to plug the 

well i f he saw f i t to do so? 

A I think that certainly i t should be a matter for consideration, 

both by the operator and both by the Commission as to whether that 

should be done. 

Q Do you think that a differ e n t i a l having been established 

between two areas i n a proration unit that the operator should be 

entitled to take the higher deliverability when i t has boen ostabl^ 
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that another area in the same proration unit that he probably doesn'tt 

have the same amount of reserves? j 

A Well, i f he didn't have the same reserve under the whole 

tract as indicated by the larger well, his pressure probably would 

drop faster and his recovery would be influenced because of that. 

I think that i s probably an administratire procedure as to what 

lis she proper mariner of determining the deliverability of a well 

which under such conditions should be plugged i f i t should be per­

mitted. 

Q In other words, i t i s your recofflaendation that the Conmission 

before permitting the assignment of a high deliverability for the 

entire 320 acres should take into consideration whether or not a 

well of lower deliverability on the same proration unit has been 

abandoned? 

A I think that would be proper. 

MR, SMITH: That i s a l l . 
i 

Byi MR. KELLAHIN, j 

Q You are familiar with the fact there i s wide variation in 

permeability in the West-Kutz, are you not? 

A Yes, s i r , 

Q The fact tliat you have a well of high deliverability located 

on 320 acre trac t , does not necessarily reflect that the reserves 

under that tract are the same throughout, does i t ? 

A No, i t doesn't, 

Q The same situation as waa outlined by Mr, Smith could well 

exist on that tract without any information being available by which 

you could establish i t , i s that correct? In other words, i f i t 

-wi*T-e then d r i l l e d on l60 acres, the o f f s e t could well ba a. w«Tl o f 
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low deliverability according to the experience In the West-Kuts Poo! 

•> 
i s that not correct? 

A Are you asking me: i f an additional well was dr i l l e d on 32.0 

acres that the additional well might be a low deliverability well? 

Q les. 

A Yes, i t might. 

MR. KELLAHIN. Thank you. 

MR. SPURRIERi Mr. Grenier. 

Bv; MR. GRENEIR; 

Q I don't mean to press this point but since I sat downs a 

suggestion was made to me that possibly you misunderstood my last 

question. I want to be sure that you did understand i t and that 

your answer really was an accurate reflection of your views. I 

wonder i f the reporter would be able to find i t . 

MR. SPURRIER? Restate i t . 

Q The question I asked you was, whether or not the reserves 

which were present after the a r t i f i c a l stimulating of the well, 

either by shooting or sand-fracing or some similar process, were 

there before the stimulatory process was applied? 

A Were the reserves? 

Q Were the reserves there before th© stimulating was applied? 

A The gas was in place prior to the stimulation. 

Q And were the recoverable reserves there prior to the stimu­

lation? 

A No, not a l l of them. 

Q Not a l l of the recoverable reserves were there, that i s the 

particular point. Thank you, 

MR. SPURRIER: Anyone else'. Mr. Macey. 
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BY; MR. MACEY, 

Q Do I understand your question, your answer in and to Mr, 

Grenier*a question that the only way that you can recover a l l ol 

the reserves under a tract is hy a r t i f i c i a l l y stimulating that, well 

each well? 

A All the gas in place, is that what you have reference to? 

Q The recoverable reserve is what I am talking about? 

A I believe that your recoverable reserves are increased by 

stimulating of the well or portions of the gas in place which may 

not be and probably w i l l not be recovered without the stimulation, 

MR, SPURRIER; Any one else have a question of Mr, Woodruff 

Bys MR. WEIDERKEHR; 

Q On that same line, do you think that you can double the 

amount of gas that is under a well by stimulation that we have talked 

about the recoverable reserve. Do you think that you can double i t 

or triple it? 

A I would hesitate to set a figure but there have been wells 

that have been produced practically non or no gas that have pro­

duced sizable volumes of gas after having been stimulated. 

Q I f you think the well was making a million feet of gas 

naturally and you shot i t to make four million, that you would have 

increased the gas under that tract, the recoverable gas by four to 

one ratio? 

A I wouldn't say that. 

Q In other words, then you, by answering that question, you 

have admitted, I believe, that deliverability then is not a straight 

line function of recoverable reserves? 

MR. HOWELL:—That is an argumentative question, drawing an 
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Inference that the witness has not admitted, we object to the question. 

MR. WEIDERKEHR: If I may, he did say that he did not think 

it would increase on the ratio of four to one. If that is so, i f it 

'won't increase on the ratio of four to one, I must draw the conclusion 

that recoverable reserves— 

MR, HOWELL: (Interrupting) I f we want to argue the point 

cather than question the witnesses, i f every operator stimulate 

production in there as is generally the practice, your deliverabilltjr 

U between wells in which the same thing has been done. Tour de­

liverability reflects the results of the same sort of stimulation. 

MR. WEIDERKEHR? Identical, 

Q If you had two wells, both of them making naturally a millioh 

cubic feet a piece, if you shot both of them̂  would you expect both 

of them to respond to that identically? 

A Kot necessarily. 

Q If they didn't respond with corresponding volumes, would 

deliverability be a straight line function of reserve? 

A I f they didn't? 

Q Tes. You said you didn't expect that they would respond 

iorrespondingly. You said in that instance if they did not respond 

:.n the same manner, would you think then that the reserves under 

hes© two tracts were proportional to their deliverability? 

A I believe they very well might be. 

Q Did you state that reserves were directly in proportion to 

4eliverability? 

A I said I have established the almost direct relationship be­

tween net effective sand thickness and initial potential and I think 

A D A D E A R N L E Y & A S S O C I A T E S 
STENOTYPE REPORTERS 

ROOM 105-106-107 EL CORTEZ B L D G . 
PHONES 7 - 9 6 4 5 A N D 5 - 9 5 4 6 
A L B U Q U E R Q U E . NEW MEXICO 



[that we have a very close relationship, almost straight line relation-

[ship in this pool between reserves and, deliverability. 

$ Mr. Woodruff, did you prepare the graph, yourself? 

A I had help on i t . ! 

Q Did you see the data from which these various category of j 

wells were averaged, the sand thickness and the i n i t i a l potentials'? j 

A Yes, I saw the data. I have not studied each individual j 

well myself. 

Q Do you have the data from which the curve was prepared? I 

A Only the final answer arrived at in each instance without 

regard to individual wells. 

Q In other words, you don't have anything on individual wells? 

A No. j 

Q You couldn't say then truthfully that i f you had plotted 

these wells individually that you might not have had points a l l 

over your sheet of paper up there? 
i 

A I think I have so indicated previously to cross examination j 
I 

that I thought there would be variations from that line but I con- j 
i 

sider, Mr. Weiderkehr, that wa are prorating this gas on a fi e l d - ! 

wide basis which, I think, is a proper manner for evaluating an 

allocation formula• 

Q You consider the >6 wells out of the 166 to be average? 

A I i:hink i t is the best indication ©f average conditions that 

we have available to us. 

Q Did you consider in preparing this graph a l l wells that you 

had logs on regardless of the ability of the wells to produce? 

A I believe that is correct* 

- Q Now, you did use the i n i t i a l potential, do you know whether 1 
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those were a i l wells that had been stimulated or whether they might 

be some natural gauges and some stimulated gauges? 

A I t was a f i n a l reported i n i t i a l potential, I would not de­

f i n i t e l y state that there might not be a well that was not completed 

naturally that had not been stimulated, I could not say positively 

a 3 to that. j 
t 

MR, SPURRIER? Anyone else have a question of Mr, Woodruff?| 

MR. UTZl I would lik e to cl a r i f y one point. j 

By. MR. UTZ; 

Q I believe you stated that you would recommend or- did recommend 

a hundred MCF minimum? 

A No, I did not state that. I would elaborate, i f you care 

that I do so on what I did state? 

Q I wish you would. 

A I recommended that the Commission place in a marginal capacity 

any well that has a producing capacity less than 100 MCF per day. 

Q That would be determined how, what kind of a flow test would! 

jrou run to determine that? Would i t be on production? 

A That would be determined by actual production performance 

of each individual well. 

Q Regardless of line pressure? 

A Tbat is correct. 

Q Then, the minimum well could be varied by how you kept your 

Line pressure? 

A I t could be. 

MR. UTZl That i s a l l I have. 

MR, STOCKMAR; Stockmar, Frontier. 

:3y; MR. STOCKMAR; 
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Q I have labored under the apprehension that the chart was 

deliverability versus reserves. Do 1 understand i t i s i n i t i a l po­

tential? 

A Tes, 

Q What control do you have over taking i n i t i a l potential? 

A None whatever, 

Q Aren't they subject to wide variations i n terms of the me­

chanics of taking? 

A They were taking under th© method and procedure prescribed 

by the Gommi3sion, 

Q Were each of these so taksn? 

A I presume that they were, 

Q Tou do not know i t of your own knowledge? 

A No, s i r , I do not, 

Q Tou do not know that there was a stabilized condition reached 
r 

<<rith respect to each of these wells? 

A I doubt that they were because i t was a three hour determina-

ion* ! 

Q Was any Pitot tub© taken? A Yes, 

Q Are tbey subject to error? A Yes, they are. 

MP., CRUMM: Did he answer Mr. Ut2»s question, I couldn't 

^ear ths answer. 

MR, SPURRIER; Yes? he did, 

MR. UTZ: He answered i t , 

MR. CRUKMl I couldn't hear i t ^ ay back was turned. 

MR, SPURRIER; I s thia a matter of personal information, can-

ike t e l l you after the hearing? 

MR. CRUMM?—Yes, i t i s a matter of pergonal Information*~He~ 
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car; t e l l me afterwards. 

By: MR. YOST: This Is in connection with an answer that you gâ re 

to a question asked by Mr. Kellahin. Do you s t i l l feel that one 

well can effici e n t l y drain 320 acres? 

A I know nothing to the contrary, I bsslieve i t w i l l . 

Q I have a hard time i n my analysis of that to reconcile that 

statement with the answer to Mr. Kellahin, regarding the two wells 

on 320 acres. Some of the gas would, which would other wise be 

ultimately recovered would riot be recovered? 

A My answer to that ia based on efficient drainage of the 320 

acres. With greater density of development, you can usually get a 

l i t t l e more gas but i t ia not a pressurable volume. 

Q Then, you don't feel that the pressurable volume of gar. 

would be lost In the situation set forth hereby Mr. Kellahin? 

A Ko, I do not. 

MR. YOST; That is a l l . 

MR. SPURRIER: Ko further question, the witness may be ex­

cused. 

{Witne ss excused.) 

MR. HOWELL: Wo failed to introduce the Exhibit. May we 

introduce Exhibit 1. 

MR. SHJRRIER; Without objection, i t w i l l be admitted. Any 

one have further testimony? There being no further testimony, Mr. 

Barnes. 

MR. BARNES; 1 am representing the British American. British 

American has a half interest i n nine Pictured C l i f f Weils in the 

West-Kutz- Field of tho Chambers Hancock. Time did. not permit British 
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American to prepare any formal testimony or Exhibits on their own, 

however, we were kept informed of the progress of Mr. Al Greer's 

study and the work being done by Benson and Montin. We feel that 

tha testimony and the work that was done by Mr, Greer parallels the! 

interest of British American. At this time, we would lik e to adopt 

the testimony and the views of Mr. Al Greer as those of British 

American. Further than that. British American believes that the 

testimony that was presented previously by Mr, Fred Crumm for James 

Hancock ha3 definitely indicated the need for some type of pro­

ration i n the West-Kutz Pool. 

We would like to ask the Commission i n considering the various 

proration formulas that they t r y to keep the allocations and the 

nominations to the point, so they won't raise above the deliverabiU|ty 

of the average well i n the pool and in effect cancel out the pro-

rationing. We would l i k e to see a real prorationing i n there and 

not just a nomination that the wells can't meet, so, that in affect 

the wells are a l l making whatever they are capable of into the line 

and the same inequality continues to exist as we have at the pre­

sent time. That i s a l l . 

MR. SPURRIER: Mr. Kellahin, 

MR. KELLAHIN! I f the Commission please. 

MR. SPURRIER| May I interrupt. 

MR. KELLAHIN. I was just going to make a suggestion i s a l l . 

MR. SPURRIER: Go ahead. 

MR. KELLAHIN: I t now being a quarter of four and James D. 

lancock would like to make a rather lengthy statement, I would sug­

gest that we do the same thing we did i n the Blanco-Mesaverde Case 

and permit us a certain time to subait tht statements rather than 
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prolong the hearing. 

! Mil. -SPURRIER: That ia exactly what I was going to say. We 
i 

have no objection and we can not stop any one froa making whatever 

statement they want to* However, we find that these summary state­

ments are pretty well done. Apparently, you have more time and can 

giv« i t more thought. Admittedly, i t does save time for a i l of us. 

'um don»t want, to be in the position of stopping any one from making 

x closing argument in case they want to do i t . We do like these 

statements. We also not only accede to Mr. Woodruff's request to 
a l l j 

submit rules but we would like for you/to submit proposed rules as 

you see them for this particular proration and ratable take problem.! 

MR. KELLAHIN; Thank you. Are you going to set a time l i m i t 

for the statements» 

MR. SPURRIER; Tes. We are now discussing that. The Cosa-

jaissloner that; you are going to submit them too here suggests August 

1st. I think that i s the date we w i l l set. We w i l l give you u n t i l 

August 1st to submit the statements and your proposed rules and re- j 

jiulatiome. Does any one have anything furtherv 

MR. GRENIERl I would l i k e to ask one clarifying question 

on these written rules, I don't want to burden the Commission with 

ii l o t of extra paper. I would l i k e to give thea enough copies to 

{satisfy x;heir own administrative aeeds on these statements. How 

siany copies are used and useful? 
MR* SPURRIER; Two. I f no one has anything further i n this 

I t 

case then/is taken under advisement and the meeting i s adjourned, 

{Meet ing adjourned} 
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STATE OF NEW MEXICO ) 
ss. 

COUNTY OF BERNALILLO ) 

I , ADA PBABHT.BY , Court Reporter, do hereby 

certify that the foregoing and attached transcript of proceedings 

before the New Mexico Oil Conservation Commission at Santa Fe, 

New Mexico, is a true and correct record to the test of my 

knowledge, ski l l and ability. 

IN WITNESS WHEREOF I have affixed my hand and notarial 

seal this 20th day of July , 195/:. 

My Conmission Expires: 
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AFTEBNOON SESSION 

MB. MACEY: The hearing w i l l coisa to order please. The 

Commission would lik e the record to show in this case that a l l ten­

ders of proof made this morning were rejected. There is a question 

a.& to wnether or not the recora w i l l show that. We wanted to c l a r i i 

the record in that matter. 

Mr. Smith, are you ready to proceed? 

MR. SMITH: May i t please the Commission, at the outset of 

these proceedings I stated what I considered our legal position to 

be with respect to the Statute. I do not consider i t necessary to 

repeat those arguments. I think the record is substantially clear 

as to our position so far as tht. &uthority of the Commission, is con« 

cerned respecting the order that was entered. 

At this time I should like to go into the record that has been 

macie i n this caae in an attempt to point out the deficiencies with 

respect to the order that waa entered insofar ass i t reflects suppori 

for 100 acre proration unit, and to point out the strength of the 

record insofar an i t supports the 320 acres. Also I would l i k e to 

make as strong an appeal as I can to the Commission's sense of 

fairness and equity in this matter. I have examined the several 

transcripts of testimony whieh have been introduced into evidence, 

and there is only one place i n the record that I see any reference 

made to the desirability of 160 acre spacing. I w i l l come to that 

later. 

I vouis lik e to direct the Commission*s attention, however, to 

certain excerpts of the testimony from the hearing on July l ^ t , 

1)5*, which is the hearing subject to this rehearing. On page 5 of 

'y 
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the transcript you w i l l find the statement, which is unchallenged 

i n the record, that at the hearing on uecember 19, 1950 on spacing 

in the San Juan Basin, there vas no engineering data or other evidence 

entered into the record to support spacing of 160 acres or any other 

pacing pattern. Kr. Greer's testimony on that matter is unchallenged, 

I airect the CoamissiGn's attention to i t s records to see i f 

there is anything in there which would contradict Mr. Qreer's 

testimony i i i that respect. The findings from vhieh Order Ko. R-172 

vas established, was the f i r s t hearing in which there was any eng­

ineering data or evidence relative to spacing presented to the 

Coratalssion. One of tne Commissions findings which appears i n Ordei 

R-172 was that the wells d r i l l e d to the Pictured C l i f f s formation 

would effic i e n t l y and economically drain 320 acres. At that time 

apparently the Commission f e l t that the 320 acre spacing met the 

requirements of the Statute insofar as efficient and economic 

drainage is concerned. As long as there is a proper allocation 

formula, i t is possible to have wells d r i l l e d on 320 acres, and vel3js 

d r i l l e d on loO acres in th© same source of supply which w i l l allow 

production from each well in such a fashion that the correlative 

rights would be protected and the f i e l d e f f i c i e n t l y and economically 

produced. 

We recommended certain rules v i t h respect to the application oJ 

the proration formula which was adopted by the Commission. I would 

like to direct the Commission's attention to the fact that applica­

tion of the rule which we have proposed w i l l not i n any way take 

away any property belonging to the opponents. Those people who hav« 

developed their acreage on 160 acres. They have made theu investment, 

they have made their election, they have d r i l l e d the veils at a time 
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when no spacing orders were i n effect. They say argue, the opponent 

may argue that they d r i l l e d their wells under one set of roles and 

they should be peraitted to reap th© benefits of having d r i l l e d 

under that particular set of rules* During that period of tiae 

when they were making development there was niso a 320 acre spacing 

rule which the Comaissioa had adopted on a temporary basis, so 

a claisi of having that right vested in the® by the action of the 

Coaalsaioh in i t s earlier rules, is without complete a e r i t . They 

certainly realized that the Comais.ion at one time thought and was 

of the opinion that 320 acre* could be ef f i c i e n t l y and economically 

drained by one well. 

We have also th© proposition of perpetuation of an inequitable 

situation, By reason of having two veils, and the record v i l l 

support my statement, i t ia possible under the present proration 

formula ? assuiclrg deliverabilities to be equal, that the two wells 

w i l l have twice the allowable of the one well because the one well 

cm o,,:y be assigned 160 acres. I t is undisputed i n this record, 

and I challenge the opponents to point out the place where i t ls 

disputed, that 320 acres may be properly and eff i c i e n t l y drained 

by the one well. I t i s undisputed i n the record that there is 

continue-..1., -Vuumie&tlcn throughout this entire reservoir, that 

one v e i l , i i givm sufficient time, would drain the entire reservoi 

I t naturally lollops just as tvo and two sake four, that i f 

you have two wells producing the same amount of gas as one well, 

th&t i s , each individual well producing the same amount as one well 

that twice the volume of gas w i l l be removed froa the reservoir. 

Looking &t the reservoir as i f i t were a bucket of water with no 

iKuftd,'ffiorit to keen the wat4*r f ^ f f l E ^ n t f *-n e m ® «irt#> or th© other. 

s 

t 

• 
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you may have a uniform pressure, uniform depth of water by analogy, 

which means, of course, that we remove a l l of the additional gas, 

ana I think that the records of the Commission w i l l show there has 

been a greater volume of gas produced i n the area of 160 acre 

development than i n the other area, that that being the case, that 

gas must come froa somewhere and i t is obvious to me £rom a logical 

standpoint, that the continuation of the oruer as presently set 

up by the Commission w i l l result in the movement or migration of 

gas froa the area developed on 320 acres to the area that has been 

developed on 160 acres. 

In order to point up what I am talking about, referring to 

this sap over nere for I l l u s t r a t i o n purposes, we find a rather 

anomalous situation in this f i e l d . We find i n the Gallegos Canyon 

Unit i n the northwest part of the f i e l d , that we have development 

on 320 spacing. We have an area i n the middle of the f i e l d where 

i t i s developed on 160. We have an area i n the southeast part of 

the f i e l d which i s developed on 320, and examination of the Conuaiss; 

f i l e s with respect to the location of the wells w i l l support this 

statement. 

I aight, also I might mention incident to the southern part, 

that there is ̂ uite a volume of acreage down here which has not 

been developed at a l l . There i s no production at a l l froa several 

sections of land reflected i n the southern part of the f i e l d . I t 

naturally follows that i f you s i t i n the middle with twice the 

allowable of a proration unit at either end of the f i e l d , you are 

playing the Eiddle against both ends and taking the gas out. I t l s 

a logical conclusion froa the physical facts in this f i e l d . What 

does that mean with fpsp*"t t r t th" *i •,-ii*»tiftn n^ tn« p*opi» who do* 

.on's 
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veloped on 320 acre spacing? I t means that they are forced by 

reason of the CoaKlssion's order as i t now stands, to either let 

the gas go to the wells, say I t i s not worth the Investment of the 

money, or d r i l l the additional well. 

New, i t is obvious from a simple mathematical calculation, and 

i t is supported by the record, Hr. Greer's testimony is undenied in 

that respect, that the drilling of the additional well in a par­

ticular area will result in less than one-tenth, less than one per­

cent additional gas being recovered. That is undenied in the 

record. I t is also undenied in the reeord that the average cost of 

a well Is around $17,000 to as much as$20,000. Tou convert the 

reserve figures which are also reflected in the record, into the 

total volume of gas, i t Is my opinion, my calculation that you woulc 

acquire approximately #1,000 additional dollars revenue gross in 

return for drilling that additional well over your acquisition of 

gas in a situation where you had no proration at a l l . A thousand 

dollar investment, I mean a thousand dollar return on a $17|000 

investment, I say return, I say that is the gross amount of aoney 

you are getting. 

It doesnH sake i t econoale&lly attractive to a person to drii] 

a well and i t certainly is an unnecessary well in view of the 

economic factors which are included within the Statute. 

I suba.it to the Commission that the requireaents of some cf 

these independent operators whose testimony was preferred but 

rejected at this tise, can be supported by the record as i t now 

stands by a simple analysis of the facts, to establish definitely 

that the parties are spending aoney for nothing. All ve are asking 

is that he given an even break in the field under the proration 
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formula. 

I would l i k e to direct the Comeission^ attention to certain 

other pieces of testimony of Mr. Greer j on page 1** of the transcript}, 

you w i l l find his statement, " I t would take longer, of course, for 

wells to drain gas on 320 aa compared to 160 acres. Just exactly 

how much time, approximate comparison shows that i f the wells were 

not prorated, hut were producing wide open, that i n about a ten-

year period wells on 320 acres would produce about 90 to 9% as 

much gas as veils d r i l l e d on 160 acre spacing. Then, of course, 

in additional length of time, practically a l l of the gas that 

could be recovered by the 320 acre wells. I f there ie any proration 

or restriction i n production, then the tiae that i t takes to produce 

the gas w i l l be nearly the sane on 160 or 320 acres." 

On page 16, the statement Mr. Greer t e s t i f i e d , "These tests 

mean to is,© thitt wells i n this area w i l l e f f i c i e n t l y and economically 

drain at least 320 acres per well, and that Inasmuch as tvo-thirds 

of the f i e l d has beon d r i l l e d on approxioately 320 acres, that pro­

ration units of 320 acres should be established i n the allocation 

of g£.2 production." 

I might mention at that point that the Commission has precedence 

for a situation such as that ve arc requesting. In southeastern 

Wew Mexico the Commission has established an order which establishec. 

a 6*+0 proration unit. We have an analogous situation, that the 

wells were developed prior to the time of any spacing rules or any 

proration rules, and we have allocation within each of these pro­

ration units, based on the acreage assigned to the respective wells, 

so that ve h&ve a precedent situation for our request that 320 

;»f!i»«fl he, up and atalgnmant nf acres marie tn many valla tht 
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operator cares to d r i l l . I f lie thinks that two wells w i l l produce 

more gas than one well, he has the privilege to d r i l l the two wells 

and get an allowable based on the two wells. The allowable v i l l be, 

of course, by proration unit. I f he ia convinced in his own mind 

that he can get more gas thet way, he can d r i l l the wells. 

We have greater f l e x i b i l i t y in the type of order ve have pro­

posed than you have in the order as i t now stands. 

Page 18 of Mr. Greer*s testimony, he states, "For the same 

producing rate at abandonment, i t takes a slightly higher reservoir 

pressure on 320 acre spacing as compared to 160 acre spacing. This 

slightly higher pressure represents a small additional volume of 

gas that vould not be recovered on 320 acres as compared to 160 

acres. This amount of gas, however, Is quite small, being on the 

ordur of three-tenths to four-tenths of one percent of the total 

volume of gas, and we have found in dri l l i n g and completing veils 

in this area that ve often lose more than this three-tenths to 

four-tenths of one percent in the course of completion of the 

additional well due to the fact that the veil has to be opened to 

the air while we are completing, and I believe that even acre gas 

would be recovered on 320 acre spacing as compared to 160 acre 

spacing in view of the gas that vould be wasted in dri l l i n g the 

second veil cn 320 acre tract." 

Then the question Is asked, "What about the cost of drilli n g 

an additional v e i l on a 320 acre tract? Would the amount of the 

cost j u s t i f y the additional expenditure froa the standpoint of 

the o i l recovered?" They mean gas. 

The ansver, "Definitely not, since I don't believe ve vould 

recover any additional volume of gas at a l l by drilling the second 
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v e i l . That is additional gas that can be saved i n the market. I t 

cost, oh, #13,000 to #19,000 for the average v e i l i n the entire f i e l 

ana I think the additional d r i l l i n g cost would be entirely wasted, 

as well as the additional materials that i t takes to complete the 

well with." 

Mr. Greer recommended 320 acre spacing as based upon his t e s t i ­

mony. Cross examination i n the transcript shows that his testimony 

was unshaken, the physical facts as to the amount of gas that 

vould be recovered undisputed. There is no testimony in the record 

that disputes i t whatsoever. I t is undisputed as to the cost of the 

well. 

Now, we find on page 33» under cross examination: " I t is your 

testimony, as I understood i t , that in the d r i l l i n g of additional 

wells on j20 acres, more than one well would be uneconomical?" 

Answer: "That is correct, i t would be." 

Question: "Under those circumstances do you think that the 

man who has complied v i t h Commission's regulation and d r i l l e d 160 

could claim the same allowable as the man who d r i l l e d on 320?" 

Answer: "Yes, i f we gave the 160 more than half the allowable 

tnan the 320 acre well he would be recovering more per acre than 

the well d r i l l e d on 320 acres. I feel per acre recovery should be 

approximately balanced. In other vords, i f he takes out more per 

acre under his 160 acres, i t is going tc have to come from under 

the 320 iicre well. I do not believe that vould protect correlative 

rights." 

I think Mr. Greer is exactly right. 

Another question, " I believe your testimony is that i f on© 

ve i l on .20 acres would not recover the well* then i t vould go to 

a, 
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atm® other well, that is migration?" 

answer: "Yes. But that could happen on any spacing pattern* 

We could go from 320 to 160 i f that does not cure the problem.* 

I might mention in that, under-drilling a well, I might mention in 

that connection there is no such thing as under-drilling a well. 

Page 36, Greer testifying on cross examination. 

Question: "Now, a well located on 320 acre tract, I f we assum* 

i t is going to get twice the allowable as the well on 160 acre traci 

is there any danger, ln your opinion, of water encroachment as a 

result of the higher allowable?" 

Answers " I don't believe there ia any water encroachment in th: 

field as we ordinarily think of water encroachment," 

Question: "Is there any danger of the loss of gas as a result 

of water due to high production of these wells?" 

iuiswer: "Do you mean that might drown a well out such as we 

couldn't produce i t ? " 

Question: "Or trapping gas by water?" 

Answer: "Mo, sir , I think there Is no by-passing of gas in 

trapping of gas as we ordinarily think of i t in & field in which 

there is water encroachment, I believe the water that we produce 

is high connate water almost immobile connate water." 

Page 39, again I would like to direct your attention, 

question: — again Greer testifying under cross examination— 

" I am a l i t t l e confused, how can you prevent drainage under your 

formula the wells located as they are in West Kuta i f some of the 

wells are given a double allowable?" 

Answer: "By double allowable, I suppose you are referring to 

"t̂ O nora w i i l l o c o t t i m r twioe th° ""'l.ovable fia &. 160 a<*r# - niw-

'» 

.3 
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vidiag i t has the same deliverability." 

question* "That is right." 

Answer: "1*3, s i r , a l l other conditions being the same, i f i t 

has twice the area allocated to the well, then i t ' s per acre with­

drawal would be the same as the per acre withdrawal of the well on 

loO." 

Cross examination,page M), of Mr. Greer—Answers " I believe I 

understand what you are trying to get at. I f the distance that a 

well should drain were limited to a radius equivalent to 320 acres. 

Por example, say that is 1800 feet, then you feel l f there is a 

greater distance than 100 feet for any one well, particular radius 

of drainage, then i t could not drain I t s tract, is that what you 

are referring to?" 

Question: "Well, i n effeet." 

Answer: "Well, s i r , wells w i l l actually drain more than 320 

acres as ve demonstrated here earlier this morning. I think the 

Commission recognizes the fact that any of i t s spacing orders, that 

i t is not necessary for the veil's drainage to be restricted to 

that radius set up by spacing only. Fcr instance, the Commission 

nearly always gives us a certain leeway i n locating a well on & 

tract. I f i t were, i f the production of gas and o i l were such that 

the wells would only drain that distance and no further, then I 

think the Commission would set spacing rules which would require 

an exact center location cn each well's tract. That is not the 

petition." 

I might mention that in the record about that point, at pages 

Hi and ̂ 2, Hr. Greer tes t i f i e d relative to other common sources of 

supply that were developed on a non-uniform spacing pattern such as 
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the West Kutz Pool, Mr, Greer t e s t i f i e d the Fulcher Kutz was an 

example. Th**t was the only example he quoted, I think the 

Commission probably recognises, particularly i n view of the situatit 

i i i southeast New Mexico, that there ar© many situations where you 

have non-uniform spacing which have been recognised and recommended 

by the Commission. 

Page 51> again cross examination, Mr. Greer. 

Questions "Then, your testimony with respect to the—and your 

opinion with respect to the drainage pattern which any well might 

establish, really has some element of time i n i t when you specify 

so many acres or radius of so many feet?" 

Answer: Yes, s i r , I believe I said earlier that under conditi< 

of wide open flow that i t would take longer for a^ell on 320 to 

produce i t s reserves than i t would a well on 160 acres, but under 

the conditions of proration and depending upon the amount of re­

stricted production and under a proper allocation formula we could 

have depletion of tracts d r i l l e d on 160 acres at the 3ame rate as 

depletion of tracts d r i l l e d on 320 acres. I t depends on your 

allocation formula." 

That is what we are talking about here. The allocation formuli 

is a l l r i g h t , but restricting the acreage under the situation here 

is going to require the d r i l l i n g of unnecessary wells. Or i n the 

alternative, the loss of gas to people who have d r i l l e d on a denser 

pattern. I might digress momentarily to point out some historical 

facta with respect to proration. The discovery of o i l and gas at 

the outset, we had the application of what is known as the rule of 

capture. That rule of law has never been repudiated so far as I 

know. I t s t i l l i s the law. The reason you don't find so many case. 

n 
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on th© lav of capture is that ve have had established regulatory 

bodies such as the Oil Conservation Commission here. The reason foi 

the establishment is in the interest of conservation of natural 

resources to avoid the excessive drawdown of veils, the failure 

to get all the oil and gas out from under the ground, and it naturally 

follows vhen you put rules and regulations into effect, i t impedes 

the freedom of choice, freedom of action on the part of the 

people who are for such regulation. Instead of the application of 

the rule of capture, ve have interpretations by the Commission in 

respective states, and i t is their duty, because of this abrogation 

of the rule of capture, to see to i t that th© parties are not put 

in a position of having their hands tied by reason of & very 

difficult economic choice or for any other reason, to the advantage 

of another person. 

That is what ve talk about when we talk about correlative rlghtfi 

We say in this particular instance that the order as entered, which 

would require those parties having their acreage in the area de­

veloped to 320 acres, are constrained either to lose their gas or 

spend money unnecessarily, thus avoiding one of the primary duties, 

or two of the primary duties in effect of the Commission, which 

are to see to it that you give equal freedom of action, equal rules 

for all parties, and at the same time to see to it that one party 

does not have an unfair advantage. 

I say that existence or continuance of the 160 acre rule in this 

particular instance will afford an unfair advantage to those parties 

who have developed to a 160 acre density. I say further that Mr. 

Greer's testimony in this record is undisputed, that he vent to the 

parties that were developing on 160 and made available to them, but 
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prior to development, a l l the information that he had which was to 

the effect that on 160 acre spacing i t would be uneconomic to d r i l l 

those wells. Those parties went ahead despite his advice and de­

veloped on 160, and the gross production according to the record 

in this case at the period of time some two years prior to now, 

indicated that that particular area developed on 160 acres had at 

that time produced three to four times as auch gas as the areas 

developed on 2,20 acres. 

I say to the Commission, t h i s j We are not asking this Commissi 

to go back and correct an injustice. That was our business then. 

We made our election at that time how we were going to develop i t . 

We had open flow at that time. We could d r i l l our wells and produc* 

them and we had our choice at that time, since we knew tnat we could 

take a l l the gas out we wanted to, or d r i l l another well. Preserva­

tion of that situation in a situation where we cannot produce our 

wells f u l l flow alters i t completely. We had as much right to be­

lieve that the Commission would protect us in our development on 

320 acres as the parties who d r i l l e d 160 acres had to expect that 

their vested rights would be protected by this Commission, and main-i 

tained that way by reason of restricting the size of the proration 

to 160 acres. 

Getting back to the advice Mr. Greer gave, I think he also ad­

vised then what he considered to be total production on 160. I 

think the record w i l l show that i t was something i n the order of 

seven or eight-year payout, and that the total volume of gas i n this 

reservoir, examination of the entire record would indicate that the 

f i e l d now ls i n an advanced stage of depletion considering the re­

lative short period of time within which i t has been producing. I 

on 
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believe that the testimony in the 1953 hearing, which was read to 

the Commission earlier today, indicated that the withdrawal vas at 

the rate I n i t i a l l y of 52 acres depletion a year. 

Applying your decline curve to that, of course, i t is obvious 

that you have at the end of the f i r s t year probably around the order 

of 120 acres, 160. Applying i t on down i t is obvious that the whole 

f i e l d w i l l be depleted i n the neighborhood of seven or eight years 

using the rough rule of thumb on i t . I t has been going a year and 

a half. We have lower pressure reflected at the end of the f i e l d 

than we have i n the middle of the f i e l d . What does that mean? I t 

means that there is an impairment or retrogradation of the flow of 

the gas by reason of the fact that the structure or the sands have 

relatively low permeability and the porosity is low, although not 

quite so low, which means with that drag i t takes a l i t t l e time for 

the gas to go across there. 

I t obviously follows that i f the reservoir, the i n i t i a l pressuj 

on the order of W68 pounds, the virgin pressure i n the f i e l d , which 

is undisputed, i f you go and examine now and find that a certain 

area has pressures on equivalent tests which are several pounds 

lower than elsewhere, that you have a low pressure area that is 

going to cause the gas to come on down and migrate to i t . So what, 

in effect, the essence of a l l that testimony amounts to is that by 

preserving the allocation formula on 160 acre basis, you are going 

to have that continuation of that low pressure area with a migratioj 

of gas. The result is that the gas is being captured from elsewhere 

The Commission's duty, since they have abrogated the law of capture 

is as to as closely as possible prevent that situation. The Statut 

says, a a I pointed Ollt 1n »>y «p*»ning; argument T t h a t anyth,in£ 

•es 

ti 
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directly or indirectly whieh causes the d r i l l i n g of unnecessary 

wells is proscribed. 

I submit that the order, as i t now stands, has the effect of 

indirectly requiring the d r i l l i n g of unnecessary wells or abrogating 

the law of capture, I mean permitting the law of capture to apply 

without the corresponding privilege on the part of the parties to 

protect themselves i n an economic manner. I might point out that 

at page 55 Hr. Greer te s t i f i e d on cross examinations 

Question: "Getting back to this drainage of th© f i e l d , you 

stated before lunch that without respect to time, the drainage area 

of any well, high deliverability or low deliverability ought to be 

the same again without respect to time?" 

Answer: "Yes, s i r , any one well i n that common source of 

supply could eventually effect the entire reservoir.". . . . . . . 

Question: "You stated with respect to your interference tests 

that those test wells drained singular patterns of from five thousand 

feet to a conservative 1920 feet, as demonstrated by the test as 

you analyzed i t ? " 

Answer: "That is correct." 

Question: "Then, assuming that we have 320 acre spacing here, 

i f we have two wells of substantially different deliverabilities 

offsetting each other, the high deliverability well would drain 

the lands under the low deliverability well, would i t not, in a 

given period of time?" 

Answer: "Well, i t just depends. I f the reserves under the 

respective tracts are approximately or bear approximately the same 

relation to the t o t a l reserves i n the f i e l d as their respective 

A ! Inf lat ion formula* r*>ar tn thA t.ntxl } r.h^n W^ll v1 I I not d r a i n 
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the other because this just produces its own gas and although i t 

produces a higher rate - -" 

Question (interrupting) "Cn your own statement, each well wouli 

be draining the same area actually, wouldn't it? Each well would 

drain the whole field i f you let i t alone?" 

Answer: " I f you have a proper allocation formula each well 

w i l l Just about drain its respective tract." 

I might point out that actually application of the proration 

formula that you have now is on straight one hundred percent acreage 

basis, everything else being equal. 

Now, page 57 under cross examination, Mr. Greer testified, 

question: "Leaving only the acreage factor In the formula, 

assuming equal deliverabilities, you would then have a perfectly 

fair scheme, would you not?" 

Answer: "You mean - -" 

Question (Interrupting): "320 acres gets twice as much as the 

fellow with the 160 acre reserve?" 

Answer: I definitely feel that e l l other factors being the 

same such as deliverability, one well that has a deliverability of 

a million feet on a 160 acres and one well with a deliverability 

of one mi l l ion feet per day on 320 acres, the well with the 320 

acres should get twice the allowable of the well on the 160 acres 

because a l l other factors being the same, i t has twice as much 

reserves, ana is enti t led to twice as much allowable." 

Page 6*+, 65» under cross examination Mr. Greer t e s t i f i ed , 

Question: . . . . "One other question that has been brought 

up here Is the effect of drainage between wells completed on 160 

acre spac ing and V P I I R ens p i e t a d nn 3?fJ xora s p a c i n g , J t h i n k y « 
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have corse tc the conclusion that i f they had the same deliverability 

then there would be no drainage, probably be no drainage involved?" 

Answer: "You mean i f we give the 320 wells twice the allowabl€ 

Question: "Twice the allowable, right?" 

Answer: "Yes, then the chances are there would be no drainage 

between tracts." 

Question: "But I f they didn't have the same deliverability 

that would mean that, well, let's assume that the smaller tract 

had a lcvsr deliberahility - -" 

Answer: "Ckay." 

Question: - arid assuming the small tract had a lower de­

l i v e r a b i l i t y with the same reserve then, they would be draining, 

wculdn*t they?" 

answer: " I f that existed, of course, there would be. Of cours 

i t is my thought thst ordinarily with the lower deliverability thert 

is a lover reserve." 

Question: "Ycu just beat me to i t . 3o, then, you think then 

that due to the fact that the lower deliverability is also an 

indicatioa of lower reserve that there would be no appreciable 

drainage even though tne 320 acre well had twice the allowable of 

the 160 tore well?" 

answer: "Th&t iz correct." 

Let's go into sose further questions of economics. Mr. Greer 

test i f i e d at the time of his testimony that there were approximately 

33 wells i n 320 &cre spacing, and the same number on 160 acre 

spacing. He then t e s t i f i e d that i f 160 acre proration units were 

established, that the operators that developed on 320 acre spacing 

vould be required to d r i l l 83 additional veils i n order to get his 

?" 
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f a i r share of gas out of the reservoir at the same return. 

Greer tes t i f i e d that the cost of that well i n the f i e l d vas 

approximately il9»COG. In response to redirect examination! Mr. 

Greer stated on Page 66, 

Question: . . . " I f the proration order is entered 160 acre 

basis, i t vould probably require or could require the other operatoi 

i n the f i e l d , that is the ones who have developed on 320 acre 

spacing to spend a $1,600,000 or a $1,500,000 i n additional capital 

to protect their interest?" 

Ansver: "That is correct, about a million five hundred thous&r 

dollars." 

Question: "Would you consider that those additional veils 

are necessary i n order to adequately get a l l the gas i n this reserve 

Answer: "Oh, no, s i r . They are definitely not needed." 

Again on cross examination, page 63, 

Question: "As I understood your testimony, correct me I f I 

am vrong, in the event the prorationing units vere set at 160 acres, 

I understood you to say i n order to protect the interest of the 

operators d r i l l i n g on 320 acres, i t would require the d r i l l i n g of 

83 additional veils at a cost cf approximately one and a half 

million dollars, is that correct?" 

Answer: "We arrive at that by this manner• I f 320 acre veils 

are not allowed there, 320 acres i n an allocation formula, then the 

160 acre vello under conditions of proration would drain gas from 

the 320 acre spaced areas. That being the case, the only recourse 

an operator vould have to prevent drainage from his lands vould be 

to develop the land on 160 acre spacing and to develop the entire 

s 

d 
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additional wells, or the expenditure of & million and a half dollar 

in order to protect correlative rights i n the f i e l d . H 

At this point I would like to revert to my statement a while 

ago that I have observed only one piece of testimony that could evei 

vaguely support 160 acres. That is the testimony of Mr. Tho&as 

Scott. However, Mr. Scott testified at the hearing held on Septemb* 

17, 1953} at that time the Commission did not have before i t th© 

proposition of proration. They were considering at that time only 

the question of spacing, the development of the fi e l d on the 

uniform spacing pattern. Mr, Scott attempted to justify the uni­

form development of a field and the d r i l l i n g of additional wells on 

the old proposition of more wells, more gas, more wells, more o i l , 

which proposition, I think the Commission is thoroughly conversant 

with, having discussed i t in other eases at great lengths. 

I should like to point out to the Commission that Mr. Scott1s 

testimony did not stand up very well under cross examination. We 

find, for instance, that he says to get additional 12$$ of gas as 

a result of dri l l i n g the additional well. By cross examination he 

was led into the proposition, why not SO acres and get another 

12k%* He finally made the statement of bringing i t down to one 

acre. I think i t is an easy matter of mathematical calculation 

that that result leads to the idea that you get more gas out than 

you had to start up. You canH get out 12i% and expect to wind up 

with 100$ as you get into units on down. 

I put that before the Coaalssion because, in the f i r s t place, 

I don't consider his testimony to have any substantial faots, i t 

was an expression of an opinion on the part of a man who is 

attemotinf tc .iustifv hla position and UAH trapped i n the situation 

i 

\r 
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-

I Just discussed, but I would like to point out to the Commission 

that at the time Mr. Scott was an adverse witness. 

He definitely testified that there was drainage from the 

Gallegos Canyon pool into the middle of the field under conditions 

of open flow. I think that the testimony in thi3 record is undis­

puted with the limitation of the flow. By dividing the market 

amongst the wells that exist in the f i e l d i t becomes obvious that 

the rate of migration, which is another way of saying that the 

stabilisation of the reservoir is going to be accelerated, i t just 

naturally follows with the fact that you have additional volumes 

of gas coming out of the holes in the ground, everything else being 

equal. 

So what Mr. Scott's testimony boils down to is a simple expres­

sion of a personal opinion unsupported by any facts of any credibilJ 

in connection with a spacing order which contemplated open flow 

production. At that time, at that hearing, in order to meet posslb] 

statements made by opposing counsel, Mr. Greer was asked the questic 

whether or not or what steps were being taken to protect against 

that condition. At that time Mr. Greer indicated that there would 

be & buffer row of wells put across in the f i e l d immediately north­

west of the area developed to 160 acres. The buffer wells to be 

developed on 160 acre spacing. The Gallegos Canyon Unit being 

operated the same as one lease would result in ne offset drainage 

insofar as the owners of properties northwest of that line would 

be concerned. 

Mr. Greer's entire proposition was thoroughly explained in the 

hearing that occurred In July. In connection with the proration 

hearing, inquiries made of him as to whether or not the same buffer 

ty 
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wells wouldn't afford the same protection as he testified to with 

respect to the early hearing, he stated that i t was a l l right as 

long as you could produce your wells into the line and you didn't 

have restrictions or division of the market amongst the respective 

producers ln the field. Once you did that, that you had the 

acceleration of migration that we are talking about into the area. 

Thus the inevitable conclusion is that we do not know what Hr. 

Scott's testimony would have been with respect to prorationing. 

Particularly how his testimony would have been with respect to pro­

ration i f he had been here subject to cross examination. He did 

not appear at the proration hearing. I assume, I don't know whethe: 

he made a statement or not, as far as that is concerned. I assume 

i f he made no statement that his contentions for 160 acres may 

have been satisfied i f the proper proration formula had been 

issued for 320 acres. I don't know. He aay s t i l l have the same 

ideas, but at least Mr. Scott didn't appear at that hearing. 

I should like to state to the Commission that we have here 

perhaps in a frank analysis of the situation, a conflict of special 

interests. I t is a matter for the Commission to resolve as to what 

is the fair and equitable way to see to i t that the respective 

parties come out even. I submit that the fact that the parties 

who have developed the acreage on 160 acres have had that advantage 

for a period of a year and a half or two years, that the gas, I t 

is undenied, has migrated during that period of time; that they hav 

had some large slice of cake already. I think a reasonable com­

promise on this matter would be for the Commission to put the parti 

on the same basis now. 

We are not asking that the Commission go back and give us com-
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pensation for tne gas that has already been drained. We want an 

opportunity to get what gas is l e f t on the same basis as the partie: 

who developed on 160 acres, without the necessity of our going out 

and spending our share of one million and a half dollars. That is 

a l l I have to say at this time, may l t please the Commission. 

MR. BRATTON: Mr. Chairman, I didn't come here this morning 

to get into a big legal argument over evidence, but I managed to 

get into one. I didn't come here this afternoon to make a speech 

and I am not going to make one. I do wish to state on behalf of 

Mr. Darneille that we support strongly Mr. Smith's excellent and 

excisive analysis of the testimony heretofore given i n this cause. 

I speak for Mr. Darneille, who has, I am confident, the largest 

economic interest in this matter of anybody i n the room, or probablj 

i n the area. He has come a long way and I am not going to make a 

speech cn his behalf, He has come a long way to talk to this 

Commission and I would l i k e at this time to ask permission for Mr, 

Darneille to address the Commission and make a few remarks on this 

matter, 

MR. MACEY: Okay. 

MR. DARNEILLE: Gentlemen, my position was pretty clearly 

stated by Mr. Smith, but I don't think he quite dramatized i t enougr 

because I am not u developer. I went i n and bought an interest i n & 

pool, that bucket of water that hm was talking about, and I paid 

sc much money for that, predicated upon reservoirs that could be 

measured,In which engineers said could be adequately drained and 

exploited with one well d r i l l e d to every 320 acres. Mow, the effect 

of the Commission's ruling is that either someone else gets part 

of this r^T^rv^i r th^*" I b^ghtj n T thf*"- I must go in and d r i l l 
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wells to protect myself from that drainage. 

Ii" I do that there is absolutely no conceivable way that I can 

get that money back. I am not quite like Stanolind, I can't talk 

about the gross recovery on that well v i l l be $1,000. I have tc 

talk about the fact that i f I spend the money on that additional 

well, that before I recapture my investment that well will have 

created a complete loss to ae, because I must pay for money juat 

like I pay for pipe or any other thing that goes into any one of 

these veils. It is Just very simply this, that if the Commission's 

ruling stands, I am only being permitted to produce on a basis of 

having half the reservoir that I thought I bought, and that I 

thought I bought on good engineering principles. Somebody else is 

getting the advantage of that because they are going to get that 

gas. Something that becomes, that vas to me a good investment, 

becomes a net loss. 

Whereas I believed, and I vas led to believe, that the 

Commission and the statutes vere such that my rights to those reser­

voirs vould be protected and that I vould certainly not be required 

by the action of Nev Mexico or Its Commission to drill veils that 

can show absolutely no financial return to me, because I am not 

going to get one more dollar out of that reservoir if I drill that 

veil than if I didn't drill the well. That seems to be vhat all 

this testimony shovs. 

So I am faced vith the peculiar proposition that the Commissior 

order says that I can only have half the production out of that 

reservoir as the man who has drilled 160 acres $ to protect myself 

I have to drill another well and I can't make five cents by drillini 

t-.ĥt nt-.hwr well, ao the only thinf I can do is surrender to the 

.'s 
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proposition that I have to l e t the other people have part of my 

gas. I don't think that that Is the intent of the Commission. I 

think the intent of the Commission is to see that everyone gets 

their f a i r share of this situation. 

I think Mr. Smith has stated a l l of that, and I may be being 

redundant i n saying what I am now saying, but as near as I can 

analyze i t , there is no way that I can spend five cents to protect 

myself from being drained and have a chance of getting that five 

cents back. I think that is a l l . 

MR. GRANittLLE. E. B. Granville. This is a statement by 

the British American Oil Producing Company. We own a 50% working 

interest in eight wells In the West Kutz-Pictured C l i f f s Pool. 

We have studied the testimony presented at the various hearings on 

this pool and are familiar v i t h the conditions and problems that£ 

exist. We believe i t has been proved beyond reasonable doubt that 

320 acres i n this pool w i l l be effi c i e n t l y and economically depleted 

by one well. The present proration formula seems f a i r and equitable 

except that i t should provide for 320 acre proration units instead 

of 160 acre units. With 320 acre units each operator would have a 

f a i r chance to produce his equitable share of recoverable gas re­

serves. Otherwise economic loss w i l l result from the d r i l l i n g of 

unnecessary wells caused by 160 acre spacing. 

Therefore, we urge that the formula for proration in this pool 

be changed by substituting 320 i n place of 160 i n determining acreag 

factor. 

MR. HOWELL1 Ben Howell, representing SI Paso Natural Gas 

Company. I f i t please the Commission, we are i n the position 

probably the unenviable position of having some wells which we ex-

\ 
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pect to acquire anu have acquired on 160 acres, and some which we 

have acquired and expect to acquire on 320 acres. So that Insofar a 

tne proration rule that may be adopted as a result of this rehearing 

i t w i l l probably affect us as much one way as i t does the other way, 

but we do have a definite belief as tc what is the better rule to be 

adopted, and we are anxious to make this statement that we think tha 

the 320 acre spacing Is preferable for the proration units. 

I should say 320 proration units, because i t does permit the 

f l e x i b i l i t y of the individual who desires to d r i l l a second well tc 

do so. The operator who desires to d r i l l that second well on 160 

acres may do so. At the same time the operator who desires to 

develop on 320 acres under the record i n this case w i l l certainly 

recover and receive his f a i r share of the gas, the recoverable re­

serves, under his acreage and under the record as made i n this case, 

and we believe l t is a correct record and we believe those are the 

facts. Under those circumstances, unless the area that is developed 

on the 320 acre spacing gets an allowable on a 320 acre basis, there 

w i l l be drainage from that area. Thank you. 

MR. MACEY: Mr. Stockmar. 

ME. STOCKMAR: On behalf of Frontier Refining Company. 

There is only so mueh gas i n this reservoir and we have to divide 

i t up on some basi3 that i s f a i r and equitable. I think that is the 

undertaking of a l l cf us. Every scrap of argument that has been 

made, every scrap of expert testimony I n this case presented by the 

proponents for the 320 proration unit, seems to be based on a con­

clusion that those d r i l l i n g on 160 acre locations are stealing gas, 

draining gas from those who d r i l l on the other locations. That 

seems to be the foundation for the arguments that are being made. 

s 
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I t is our considered opinion that the facts which have been presented 

here and which are uneontroverted, deny that particular foundation. 

Me believe that the Commission has previously considered the uneon­

troverted facts i n the situation and has arrived at the formula, 

although we are not i n entire accord with i t , has arrived at a 

formula which on 160 acre proration units, does equitably distribute 

the production. These uneontroverted facts that I am talking about 

are Items of information which have been gained from various tests 

and production records and things of that nature. To me, and I 

believe to any engineer, a l l that those facts provide is a basis 

upon which he, i n considering a gas reservoir, can match l t up to 

nis own considerations of time of payout and other economic consid­

erations. 

The interference tests which have been run here and were f u l l y 

disclosed i n the testimony, to me only indicate that we have a 

connected reservoir. Other uneontroverted facts indicate that the 

reservoir we have is not a perfectly connected—you engineers say 

uniform and isotropic reservoir, with high permeabilities, permitting 

tne free flow. The uneontroverted facts indicate that we have a 

low permeability reservoir and a reservoir whieh has characteristics! 

that are extremely variable froa location to location and from area 

to area i n the f i e l d . 

I can't subscribe i n my own thinking to the argument proposed 

here, even on the basis of a very highly permeable reservoir where 

deliverabilities are the same throughout and pressure equalisation 

w i l l take place instantaneously. I t is our belief that the inclusion 

of the very formula of the very substantial deliverable factor has 

fllrm^iy t.akpr- I n t . n e f t w u n t fcha t .h1ngs w h l n h t h e p r o p o n e n t s o f ~<,20 

A D A D E A R N L E Y & A S S O C I A T E S 
STENOTYPE REPORTERS 

A L B U Q U E R Q U E , NEW MEXICO 
T E L E P H O N E 3 - 6 6 9 1 



62 

acres are complaining of. 

Those uneontroverted facts, as such, do provide a basis for 

opinion evidence. The testimony which has been called to your at­

tention here, the testimony given, Is opinion evidence based on tho;se 

uneontroverted facts. As I think we must a l l recognize with respect 

to a gas reservoir, those opinions have no particular va l i d i t y un­

less they are viewed i n the li g h t of some particular economic con­

siderations. Those opinions given by proponents for 320 acre 

proration are opinions which reflect their consideration of their 

own economic considerations. Their own desired time for pay out. 

Their own desired return on their dollar. 

We have other economic considerations i n our area. I thoroughly 

enjoyed Mr. Smith's comment that a well cannot be undrilled. 

The talk which we have had here, I am sorry I have forgotten your 

name here, the talk we have had on getting the money back is a 

very real problem to those who have already spent their money. 

I t is my belief that the Commission need not accept the 

opinions of expert witnesses when i t Is clear that those opinions 

are a reflection of their individual economic considerations. I t 

can weigh those opinions. I t can weigh the effects of those econ­

omic considerations, but i t must also view other economic considerations 

and arrive at those which are f a i r and equitable for the entire 

f i e l d . We believe that you have previously, i n giving the order, 

done just that and by giving as much weight to deliverability as wa;; 

done i n the existing formula, f u l l credit has been given to any 

drainage possibilities and so fort h . There has been a f u l l hearing 

here on the matter of spacing and subsequently on the matter of 

proration. I t seems to me that there has beer, no rea l i s t i c showing 
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oi" any reason for distinguishing between proration units and spacing 

units. 

I f a t r i a l period was granted and terminated as not having 

established that 320 acre spacing was appropriate, i t seems to me 

•very clear that tne proponents of 320 proration units have the f u l l 

burden in establishing a clear preponderance of evidence anu not 

just opinions based on their own economic considerations, but of 

evidence which shows that a l l of the statutory requirements w i l l be 

satisfactorily set by 320 acre proration. 1 say that their own 

evidence when viewed and appraised in the l i g h t that the Commission 

Bust appraise i t is adequate support for your finding that 160 

acre proration units w i l l meet the requirements of the Statute and 

w i l l equitably distribute the gas which is being produced. 

MR. KELLAUIlit I f i t please the Commission, the Commission 

nas heara this case at great length, ana I certainly ao not want to 

repeat many of the statements which have been made at previous 

hearings. In part i t w i l l be necessary for me to cover some of the 

ground which we have•already covered. I would l i k e to point out, 

however, that the application i n this case f i l e d by Stanolind for 

rehearing, assumes that there was some burden upon the proponents 

of 160 acre proration units to support those uaita. 

How, i n my opinion, that burden was rather upon stanolind and 

the proponents of 320 acre units. The Commission well knows that 

there has been several hearings in regard to this matter, and the 

f i r s t being the general adoption of 160 acre spacing In the north­

western area of Kev Mexico, at which Mr. Smith has pointed out there 

was ixo testimony. I t was the rule of thumb adopted to insure some 

orderly development, Subsequent to that, the operators of trie 
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Gallegoa Canyon Unit came into this Commission ana asked for 320 

acre spacing in the Gallegos Canyon Unit, whien constitutes the 

north half cf this pool. The Commission grafted that on a one year 

temporary basis, and upon return to the Commission with & request 

to have that order made permanent, they felled to carry their hurde; 

of proof with sufficient force to convince this Comaission that wa. 

a proper spacing pattern, ana the Commission refused to renew the 

craer. 

The entire pool thereupon reverted to 160 acre sLacing. They 

aid not see f i t to take un appeal from that order. They now content, 

that there is some testimony in the record to support i t . They 

certainly had every opportunity to seek a rehearing, and i f need 

be, u court appeal, but they dia not follow i t . They abided by i t 

at least to the extent Gf taking no furtner action. When they 

proceeded to d r i l l on 100 acre spacing, I do not know now. Then 

they came up with that situation ia existence with an application 

for proration, in effect the Commission had already said that one 

well would eff i c i e n t l y ana economically urain 160 acres as a result 

of i t s spacing order. 

before going into that to any extent, I would like to re&a 

briefly froa the statutes,with which the Cc&iaiasion i s , of course, 

familiar; but the ones which Kr. Smith read this morning I think 

snould be fresh i n our isinds, and that is the f i r s t one, Section 

65-3-10, covering the power of the Commission to prevent waste and 

protect correlative rights, which readst "The Cosaais Aon is hereby 

empowered, ana i t is I t s duty, to prevent the waste prohibited by 

this act ana protect correlative rights' 1. . . . 

When tn«iv started creating a proration unit, or taking anv 
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ptrier acts affecting an operator, i t is effective upon theta to 

perf oris that duty imposed upon tnem by the statute. 

Hov then, under the section quotea earlier, 65-3-13 of the 1953 

compilation regarding the allocation of production in the f i e l d or 

pool, the Statute reads i n part, "In protecting correlative rights, 

the Commission sight give equitable consideration to acreage, 

pressure, open flow, porosity, permeability, deliverability and 

quality of the gas and to such other pertinent factors as may from 

time to time exist, and insofar as is practicable, shall prevent 

drainage between producing tracts i n a pool which is not equalized 

There are many factors in this particular ease which the 

Commission must, under those terms of the Statute consider among 

those being the factors which Hr. Stockmar has just pointed out in 

regard to a fact that the substantial part ol' the pool was dr i l l e d 

and developed on 160 acre spacing under a valid and existing order 

of tnis Commission, and without any questions i n the minds of 

the operators at that time, but what their rights likewise would be 

protected. They invested their money and have every right to expect 

this Commission to protect them. 

Now, under Section 65-3-15(1), governing the allocation of 

production and spacing regulations I do not need to read to this 

Commission, they are familiar with i t . I do want to emphasise the 

point that the proration unit be that which can be efficiently and 

economically drained by one well. 

Now, ir* considering what can be efficiently and economically 

drained by one well, tht; Statute does not mean the area which one 

well w i l l drain. The testimony in the record on the part of Mr. 
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Greer was the effect that one well would drain the entire pool. No 

one would argue that would be efficient and economical. The questio 

then boils down to just what ia efficient and economic. The propo­

nents of 160 acre spacing and proration units in this pool certainly 

are good men of good judgment, ana they considered i t economic ana 

good judgment on that practice, and they expected to get a payout 

on the wells, ana they are getting a payout on the wells under the 

presunt proration period. I f i t is changed the payout would be 

greatly prolonged end to their detriment. 

The man who has dr i l l e d on 320 has no more investment as to 

his well costs than those who have d r i l l e d on 160 acres. There is 

some argument, of course, In rtg&rd to whether the Commission has 

made a determination by i t s spacing order to the effect that one 

well w i l l e f f i c i e n t l y and economically drain 160 acres. I would 

like to cite the Commission to the case of Humble Oil and Refining 

Company versus Bennett, found i n 1M-9 Southwestern Second on Page 

220 under the provision of Rule 37 of the Texas Railroad Commission, 

which, as you are familiar, is a spacing regulation. We had a 

similar situation there i n that an applicant was seeking an unortho­

dox unit consisting of ten and seven-tenths acres, whereas the 

spacing regulations under Bule 37 was ten acres. He was opposed 

by those who had d r i l l e d on adjacent te r r i t o r y i n a spacing pattern 

of twenty acres. They contended, and offered testimony tending to 

show that one well would drain twenty acres of land. The court, in 

reviewing the case, had this to say. I t said sueh a spacing fore-

implies a finding by the Commission that a well would drain ten 

acres instead of twenty. The Commission has made i t s determination 

as to spacing. I t nas now made the determination as to proration 

n 
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unit, and we feel i t is the correct determination, and we would 

certainly oppose any effort to increase that to 320 acres. 

There is considerable testimony i n the record despite the con­

tentions that have been made, which w i l l support 160 proration unitu. 

The proponents of 320 are refuted by their own argument i n that the;' 

hav6 contended from the beginning that the best available index of 

reserves te be presented in thir- case Is the deliverability of the 

well. At one stage, as I understand tho record, they said tnere wa:; 

a direct relationship. At another they said, no, there wasn't a 

direct relationship, but nearly direct relationship. In any event, 

they do contend there is a relationship between reserves end de­

l i v e r a b i l i t y . The record clearly snows both as by testimony from 

Mr. Crura cn cross: examination of Mr. Greer, and by exhibits which 

vera offered showing the I . P. on numberous wells, that we have a 

situation in the West Kutz where the deliverability of ft well on 

160 acre unit may be far exceeded by the deliverability on wells on 

immediately adjacent units. 

In ether words, you could nave a well of extremely low delivery-

a b i l i t y sandwiched in between tvo wells of high deliverability. 

Those who have d r i l l e d and developed their acreage on 160 acres 

have spent their money, and tc the extent of their 160 acres, have 

proved their reserves. I f deliverability is any measure of the 

reserves, then certainly i t cannot be contended that one well 

d r i l l e d cr. 320 acre;s reflects the reserves on the entire 320 acre 

tract. 

Tho evidence in the record is directly contrary to that. The 

evidence in tne record shows that i t may well be considerably less 

or considerably more under the 320 acre tract i f the additional wei:. 
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is a r i l l e d . On cross examination, as I recall, Kr. Greer said that 

is true, you have the same situation on oO acres or hO or 20, and 

I am inclined to agree with him. But the point we are arguing here 

now is not whether ve are going to go down to one acre spacing. 

The point i>, are we going to aggravate that situation by increasing 

the size of the units to 320 whereas we feel that one well on 160 

,-scre units w i l l efficiently and economically drain that unit. 

Hr. stockmar has covered the economic aspects of this better 

than I have. I want to adopt his statement in that connection. 

The whole thing we are concerned with is that is the wide variation 

of permeability in tho policy and the wide variation in deliver­

a b i l i t i e s and certainly you can't say that 320 acre units are 

jus t i f i e d in this case. 

I.n connection with their arguing that an order of 160 acres 

would require the d r i l l i n g of unnecessary wells refutes their 

argument in regard to the d r i l l i n g patterns which they, in the prioj 

cases as Mr. Gmith pointed out, the testimony showed that this so-

called buffer 2one would protect themselves against drainage. I t 

is a l i t t l e b i t d i f f i c u l t for me to understand how the buffer sone 

dr i l l e d immediately adjacent to the 160 acre spaced unit l n the 

south end of the Gallegos Canyon Unit could adequately protect the 

Gallegos Canyon Unit against drainage under open flow, when theor­

etically you mad twice as many wells to the south than you had to 

the nortn. Aa was pointed out in that and in this present case, thi 

pipeline connections themselves had a considerable bearing on the 

situation at tnat time. 

This question of drainage pattern which is presented in the 

record, I believe the record w i l l reflect unu*.-r the proposal of the 
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520 acres, one well would not necessarily capture the gaa under i t s 

own tract but would double that granted to 160 acre tract. That 

situation would be further aggravated. The record clearly reflects 

that 160 acres is a justifiable proration unit. I don't think i t 

is necessary for anybody to get up and i n so many words say this 

and this and that factor supports 160 acres. After a l l , we are 

appearing before an expert Commission, a body which is able to 

receive testimony ana evaluate i t for i t s e l f , and that is i t a duty. 

The testimony is i n the record. The evaluation has been made. The 

Commission has adopted i t s order, and we think i t is sustained one 

hundred percent by the record. 

KB. MAC&Y: We w i l l take a short recast. 

(Recess.) 

HR. MACEYi toes anyone have anything further in Case 696? 

KH. Rc£S-J0KESt Following Rr. Bratton's example, I don't 

believe I want to sake a speech. However, on behalf of Hew Mexico 

Western Oil and Gas Company, I vould like to adopt the well-reasone< 

and forcefully presented cases given by Mr. Kellahin and Hr. 

Stockraur. 

MR. MACEY: Does anyone have anything further in Case 696V 

MR. GR&IfKRt A. S. Greiner on behalf of Southern Union Gas 

Company. This is a matter in which Southern Union Gas Company is 

not directly interested an a producer. Ve are connected to several 

walls i n the f i e l d , and as a purchaser, line purchaser, but do not 

have any working interest in the fie l d s , nevertheless, this is a 

matter in which we are auch interested because of our feeling as a 

pipeline purcnaser, and a producer i n other areas, that i t is not 

for the best interest of the State and i t s people when unnecessary 

L 
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'*ell3 are d r i l l e d i n any area, and unnecessary pipelines sust be 

.milt to connect those wells, which iri the enn isust be paid for 

yy the rate payers. 

I therefore wish to express Southern Union Gas Company as being 

Ln accord with the views heretofore expressed by Hr. Smith i n favor 

j f a 320 acre proration unit for the V/est Kutz Field. How, i f I say 

[ would lik e to point out what seems to me the rather clear tenor 

of the arguments that have been presented on the opposite side of 

thia aatter. First of a l l , I t seeas to oe that the proponents of 

the 160 acre rule are faced with this dilemma that either there i s 

ar is not drainage occurring at this time toward the 160 acre area 

frozs the 320 acre area. I f there- ia drainage, then 160 acre area 

Ls draining the 320 acre area. I f there is not drainage between 

the two, i t can't taake any difference to the 160 area people what 

the 320 acre area people are doing because i t can have no effect 

on them. I t soeass to rae that thia may f a i r l y be characterised as a 
Mdog in the manger" situation. We have these loO acre people who 

have spent their money and they are a l l d r i l l e d up on 160 acre basia 

and they say to the 320 acre people, "Well, a l l right, we don't have 

any objection to your getting an equal allowable for your tracts. 

Hake thea on the same footing as our own, take out just as much as 

we are taking, but, by God, we are not going to l e t you get away 

with i t without spending twice as such money as you have spent 

already." 

What is the expenditure of that money going to benefit the 

loG acre crowd? I t wouldn't help thea a bit unless they are in the 

d r i l l i n g business or i n the pipe business or i n soae other business-

that w i l l enable them to pro f i t out of this deal i n some fashion by 

70 
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selling something to thea incident to the d r i l l i n g oi* the wells. 

They won't be a nickel further ahead for i t . A l l they w i l l have 

had is the satisfaction of seeing acase other people double their 

investment in this thing to catch up and be even. I f that is not a 

"dog in the manger" situation, I have never seen one. 

We have had auch talk about uncontroverted facts, but we have 

also had some expert witnesses. I f this Coauaission didn't think 

expert witnesses were a good thing, I don't think i t would conduct 

i t s business as i t Has over the years. Most of the decisions of 

the Coauaission have been «ade upon the principles expressed by 

expert witnesses. Merely to say there are a l o t of facts and un­

eontroverted facts i n the Commission'3 f i l e s , tests, production 

reports, ana so on, well logs and so on and so forth, cannot take 

away from the proposition very ably brought out by Mr. Smith, tnat 

of the people who sought to interpret that basic data, a l l of them, 

with the one miner exception that he mentioned i n a collateral 

matter, expressed the opinion that a well i n this f i e l d w i l l adequately 

and e f f i c i e n t l y drain 320 acres. I think i t is also f a i r l y clear 

that Section 13B of the Act is looking not toward the smallest area 

that isay be eff i c i e n t l y and economically drained, but ratner toward 

the largest so long as i t does not do violence to some of the other 

standards that are set up l n that particular Section of the Statute, 

Thus, merely saying that there are a l o t of other uncontroverti 

facts In the record just doesn't prove anything. The proof of the 

pudding is in the eating. You have to have an informed man to 

interpret the facts to this Coauaission, as the Commission is going 

to interpret them themselves, ana i t is the expert opinion upon 

which the Cossaission must necessarily rely. 

d 
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In ether words, there must be no nead for the hearing at a l l . 

We might as well go on the basis of their records and forget the 

expert witness. I strongly urge the Commission on behalf of sy 

company, to adopt the proposal as set forth by Stanolind in i t s 

application, that the present order be amended to sake 320 acre the 

basis of the proration unit in the West Kuts Field. 

MR, MACKY: Does anyone else have anything further"; 

HE. SMITHS May i t please the Coauaission, since we are 

applicants in the case and Mr. Kellahin has stated that we should 

perhaps have the right to reply, I do have a few remarks I would 

li k e to make. I listened carefully to the analysis of Mr. Stockmar 

and Mr. Kellahin, because I asked them during my opening statement 

to point to the record, some point, some piece of testimony, some 

evidence which affirmatively supported 160 acre spacing. I didn»t 

hear a reply. I heard some generalities, I heard some remarks 

made. 

I might state also that Mr. Kellahin and Mr. Stockmar were both 

here during the proceedings. They had access to the same informatio 

that we had upon which our expert witnesses based their conclusions. 

I am satisfied that their companies, or the people they represent, 

are f u l l y able to employ expert witnesses, and I believe that Mr. 

Stockmar, this morning, said he had a witness here who could testify 

Yet at no time, at no time i n these proceedings have either Mr. 

Stockmar or Mr. Kellahin on behalf of their clients submitted a 

single witness for the purpose of supporting 160 acre spacing. I 

point to that because i t is a well accepted principle of law that 

failure to produce evidence i n the face of other evidence which is 

undisputed and unchallenged is an admission on the part of the 

a 
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parties that they can*t get that evidence. 

I submit that the uneontroverted evidence in this case supports 

the 320 acres. I have heard nothing to say anything to the con­

trary. Mr. Kellahin's statement that the Commission is an expert 

body that can draw i t s own conclusions is nothing that I accept 

as being probably true, but I t overlooks completely the proposition 

that i t is a fundamental proposition of administrative law that 

the action of the Commission must be based on evidence. We are a l l 

familiar with the substantial evidence rule, and i t is perfectly-

true that the Commission may have and say take Judicial notice of 

certain facts, but we are not privileged to e s l l the members of the 

Commission to the stand to cross examine them, and the courts say 

that the Commission must have before i t the facts on which they drev 

their conclusion^ so that we can determine whether or not there 

were facts i n applying th«j substantial evidence rule. I f there are 

fe.cts of cr e d i b i l i t y of any substance at a l l we don't weight the 

evidence, we affirm what the Commission has done. There must be 

facts there. 

I say that so far as this particular record is concerned, there 

are no facts to support 160 acres. I challenge them to point to the 

record, to point I t out, and I f a i l to hear any reference to the 

contrary. You may recall that I pointed to the specific pages ln 

the transcript in my opening statement which supported 320 acres. 

I even went so far as to meet the proposition that there was some 

shadow of evidence In the record and discussed that in detail. I 

think in view of the fact that they failed to comment other than 

just to, I don*t think they commented at a l l on the proposition of 

Mr. Scott's testimony that they accepted my statement to be true 
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that i t was just a vague generalisation on his part and did not 

constitute any testimony, particularly in view of the fact that on 

cross examination his basic facts wore thoroughly put to flight, 

I disagree with Mr. Stockmar that we are contending that gas 

is being stolen. I think perhaps Mr. Stockmar didn't fully under­

stand my analysis when I put out my distinction between the law of 

capture and the duties of the Commission which regulate these matte: 

to accept a rule of fair play, the protection of correlative rights 

so as to protect capture to be taken away from someone while someon 

is holding his hands behind his back. 

I submit that we are not saying that gas ls being stolen. We 

are saying, if the Commission adopts the 160 acres, that their 

action in this respect will be arbitrary and capricious and without 

foundation in the record, and that l t will not be a stealing of our 

gas at a l l . It will just be a taking of property without due proce 

of law. That is what it amounts to. The fundamental facts with 

respect to drainage are unchallenged. Mr. Stockmar even pointed 

them out ln his statement that we have a continuous reservoir, that 

i t has been on a uniform reservoir, but there is communication 

throughout i t , that there ls a probability, not only a probability, 

but an absolute fact in my opinion, that there is drainage under 

existing proration rules which would require our protection, going 

back to the law of capture that we drill these wells. 

The testimony is undisputed from a legal fact basis that the 

percentage of gas that will be received in addition by reason of 

drilling the additional wells, is of an insignificant order, less 

than one percent, which certainly makes the drilling of that well 

unnecessary in order to get that gas out. Particularly In view of 

*S 
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the undisputed testimony of Mr. Greer that less than one percent 

will be dissipated in the drilling of the veil by reason of its 

being open to the air during the period of time it is being complet 

I think he went so far as to say there sight be a waste of gas 

because more than the three-tenths to four-tenths of one percent 

would be blown off to the air and not put to any beneficial use. 

With respect to the burden of proof referred to by Mr. Kellahii 

he attempts to put upon Stanolind the burden of proving 320 acres. 

AS I view a Commission's proceedings, there is no such thing as a 

burden of proof as is known in a court of law. It is the advance­

ment by the proponent of certain ideas, certain facts, eertain 

evidence on which an equilateral basis the Commission draws its 

own conclusion. 

Going back to my original proposition that there must be 

evidence, I say that anyone who is contending for a particular 

situation, anyone who advances a particular proposition, has the 

burden of supporting It by evidence, otherwise the Commission has 

no evidence before i t from which it say draw its conclusion.s 

Mr. Kellahin seeas to intimate from our failure to appeal the 

action of the Commission and revoking the temporary order for 320 

acre spacing, to be acquisition on our part to 320 acre spacing. 

At that time the Commission may recall there was no gas proratloninj 

We didn't appeal the matter for reasons of our own, which are of 

no concern to the Commission, but I would like to state to the 

Commission definitely and unequivocally, we didn't believe that was 

a proper oraer to be entered. Our best evidence of that is the fad 

that we are here today making the contention that 320 acre proratioi 

units an entirely different matter Is the proper one in this respec 

id. 
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to make the order of the Commission comply with the Statutes. The 

fundamental proposition of this case, I think, has been well stated 

by Hr. Greiner. I t is the question of who is going to get an ad­

vantage, and I would like to state here that we are not attempting 

to get an advantage. We Just want to get an even break. The 

advantage has already been had* The people who drilled the field 

to 160 acres, I think, the testimony is indisputed, and in the 

answering arguments i t was denied, have produced volumes of gas 

greatly in excess of that produced by the areas on 320 acre develop­

ment. 

I say again that we are not asking any restoration of that 

lost gas. We are just asking that the Commission from now on put 

this proration, put this field on an equal basis so that each of 

the parties can get their fair share of the recoverable gas that 

ls now left. I think a simple analysis of the figures in here will 

Indicate to the Commission that in the year and a half that field 

has been producing, there is approximately, there has been approxi­

mately thirty percent of the recoverable reserves already produced. 

Certainly a fair compromise on this matter would be to put tu in an 

equal position now. I say they have had their advantage. We are 

not going to ask them to give i t back to us. We just want to have 

the thing put on equal basis now. 

Now, with respect to the case that Mr. Kellahin cited, I guess 

that Mr. Kellahin isn't quite as familiar with the Texas Statutes 

as I may be, because the Texas Statutes hav J nothing in them whatso" 

ever with respect to economics insofar as proration is concerned. 

It is altogether on a basis of physical waste. The Texas Court of 

fHvil Apr^alu, T r>an«t raaall the case jrlght now, but I can supply 
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i t , has held if a person has a tract of land upon which there is 

no well, no matter how small i t may be, and i t is being offset by 

other tracts of land with wells upon thea, a much larger area, then 

that person is entitled as a matter of law to have his one well. Ijt 

doesn't make any difference about economics whatsoever. The Rule 

37 he is talking about ls the spacing rule in Texas which has to do 

with the spacing of wells on a state-wide basis . Twenty acres is 

your state-wide rule in Texas. Rule 37 is the modus operandi 

whereby tha Commission follows the rule of law, I am talking about, 

so far as granting to a person his constitutional right to recover 

the oil and gas under his place. 

The Commission has established several rules which have been 

supported by the court in connection with Rule 37 sueh as in the 

Sast Texas Field they have a rule of thumb that you can't drill to 

a closer density of five acres despite the density of that East 

Texa3 Field. You can't get any closer than five acres. The Courts 

have held in their administrative discretion that despite the fact 

of the rule of law as I have stated earlier, they have other fr i l l s 

on Rule 37 that I need not go Into at this time which I could point 

out to the Commission i f they are interested, in which Texas does, 

which I rather doubt, that more or less described to the propositiozk 

that you must have uniform spacing on a basis which will protect tri« 

correlative rights of the parties. 

I might mention in the Consolidated versus Thompson caae, that 

the Supreme Court of the United States held that despite tha econoiaj 

factors absent ia the Texas Statutes, that the Commission aay enter 

an order purely for the purpose of protecting correlative rights. 

That i s vhiit we are asking f n r , w« want. A/MH.^] « ^ wt rUghtO pro-
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tected. 

We turn to the Nev Mexico statute which spells out and says 

that the Commission aay not directly or indirectly require the 

drilling of an unnecessary well. The testimony of this case is 

absolutely undisputed that drilling that well won't get that, that 

extra well on that 320 acre tract won't get enough gas out to pay 

the cost of that well or come anyway close to i t , and there may be 

actual physical waste as a result of drilling that well. Mr. 

Kellahin attempted to manufacture some testimony of Mr. Crum, but 

he did state it was on the cross examination of Mr. Greer. I fall 

to see how Mr. Crum's testimony could be testimony, particularly 

since Mr. Greer didn't agree with i t , 

I think that the further statements on my part would be repe­

titious and perhaps redundant. I want to thank the Commission 

for its extreme patience in this matter, I would like to state to 

the Commission that It is an Important matter. It ls a matter 

involving quite a bit of money. I would like to point to Mr. Georĝ  

Darneille's statement, an independent operator out there, that it 

is going to cost him some money* I as not making a plea on It costing 

Stanolind some money. We can afford i t . I am saying that anything 

as fundamentally wrong as this should be scrutinised with great 

care by the Commission. The*© are principles involved, precedents 

that may be established that would have far-reaching effects, and 

the Commission may have to review this matter and eat it somewhere 

down the road if they are not careful in following the Statutes as 

set by the legislature which will not take property by due proeess 

of the law, and which will follow the mandates then of the Statutes, 

He sure did slur over the word "shall"; he said i t "shall" not 
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not set up proration units which will result in drainage, not 

offset by compensatory drainage. I think that the physical facts 

irrespective of the opinion testimony in this case, are of such a 

nature as to be conclusive that the 320 acre proration unit under 

the proposed rule that we have set out, will protect everybody's 

interest. You can d r i l l as many wells as you want to. I t is 

negligible. I t doesn't put a person in a strait jacket. I t doesnM 

require the unnecessary expenditures of money. 

I submit to the Commission that the only order i t can submit 

in this case is the one in support of 320 acre spacing, 

MR. MCSYJ anyone have anything further? 

HE. BRATTONt I retreat, not from any statement that I 

didn't come here to make a speech, however I wish to conclude with 

one observation which has been apparent to ise throughout the course 

of the proceeding. I t appears to me that the matter has been put 

into proper perspective by Mr, Een Howell and Hr, Greiner to 

observers who have no direct economic interest in this matter and 

who view the matter on the equities of the situation in relation to 

the statute and relation to the clear mandate of the Statute, that 

the Commission shall not require the drilling of unnecessary wells. 

Ky client is not in the fortunate position of Stanolind, We worry 

about this case, not the one down the road, because any well which 

you require ua to d r i l l Is going to be a tremendous cost to Mr. 

Darneille. He will not recover one additional iota of gas from 

that well and as we have pointed out before, he is the largest sing! 

operator in the field. I can't help but be Impressed by the fact 

that the two very acute observers without any economic interest in 

thi < Trfwtt^r h«\f» r»r>mf» %n then ftnnpl ual mi t.hxt the> C.anmA s s l o n would 
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be doing an unjust and inequitable thing in contravention of the 

Statute, by requiring the drilling of unnecessary wells on the part 

of the operators, and that the setting up of 160 acre proration 

units would be a violation of the statutory mandate. 

We concur wholeheartedly with the excellent summary which Hr. 

Smith has made on behalf of Stanolind. We believe that the only 

equitable order the Commission can enter is the one setting up 320 

acre proration units. Thank you for your kindness and consideration. 

MR. MACEYs Anything else? I f nothing further we w i l l take 

the case under advisement. Before we proceed with Case 908 we w i l l 

hear Case 909. 
* * * * * * * * 

I , ADA DSARNLEY, Court Reporter, do hereby certify that the 

foregoing and attached transcript of proceedings before the Oil 

Conservation Commission at Santa Fe, New Mexico, is a true and 

correct record to the best of my knowledge, s k i l l and ability. 

IN WITISSSS WHEREOF I have affixed my hand and seal this 25th 

day of June, 1955* 
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BEFORE THE 
GIL CONSERVATION COMMISSION 

STATS OF NEW MEXICO 
Santa Fe, Nev Mexico 

May 19, 1955 

IN THE MATTER OF: ) 

Request of Stanolind Oil ana Gas Company, ) 
aeeking an order requiring ratable take or ) 
proration of gas production in the West Kutz- ) 
Picturea C l i f f s Gas Pool, San Juan County, ) Case No. o96 
New Mexico. ) 

Rehearing to be limited to a reconsideration ) 
cf the provisions of Order R-566 performing ) 
to the establishment of proration units and Lo 5 
matters raised by petitioner's application for ) 
rehearing. ) 

beforet Honorable John F. Sisaas, E. 3. (Johnny) Walker, ana 
William E. Macey. 

TRANSCRIPT OF HEARING 

MR. MACSYt The f i r s t case on the docket is the rehearing 

i * i Case 696. Mr. Smith, 

MR. SMITH: We are ready. 

MR. KELLAHIM; before we start on the hearing, I would like 

to enter the appearance of Western Development Company as successor 

ir. interests to JaLi*3 D. Hancock and Company, Limited. In that 

con:.ec tion, a..k the t the Commission take notice of i t s own records 

in regard to tne transfer of the wells formerly held by James D. 

Hancock, Limited, in the West Kuta-Pictured C l i f f s Pool. 

MR. IKATTCN: I would l i k e to enter an appearance for Mr. 

George J. Darueille as successor to the interest of Benson-Montin i 

the Gallegoa Canyon Unit i n the West Kutz Pool. 

MR. KACETi Mr. Smith, as applicant, are you ready to pro­

ceed? 
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HE. SMITH: We are. At this time I should like to enter an 

appearance t.. behalf of Seth and Montgomery on behalf of Stanolind 

Cil ana Gat Co pany. Mr. Frederici is here from that firm. This 

is a rehearing of Case Ko. 596, application for which was made by 

Stanolind Oil and Gas Company. 

I believe that the Commission might be apprised of some of the 

history leading up to this presentation, since I t embraces quite a 

few hearings ana ^uite a few orders i n several cases. Ir; this West 

Kutz Field, the f i r s t information v i t h respect to action taken by 

the Commission, or the f i r s t case, is Case 237 in which was entered 

Order R-!-r6. Tne date is November 21, 1950. This was a general 

order covering several pools i n the San Juan Basin, setting up 160-

acre spacing in the West Kutz-Pictured C l i f f s Pool. There is nothir 

of recora with the Commission to show that any evidence was entered 

at that time with respect to proper spacing. Thi;? order was amend* 

in Case 598 by Order R-397» dated 12-17-53. This amendment is of 

uo significance with respect to thia proceeding, as i t related to 

the location of wells. 

Gn June the 19th, 1952, in Case 377, Benson and Montin's ap­

plication waa made for an order establishing uniform 320-acre 

spacing of gas wells i n the Pictured C l i f f s formation of the 

Gallegos Canyon Unit Area ana aajacent lands i n Township 28, 29 norl 

Range li- ana 13 west. On July 2H, 1952, in tne same case, Order 

No. R-172 vaa entered, finding that apparently one v e i l w i l l e f f i ­

ciently, effectively and economically drain an area of 320 acres. 

The testimony in that case which was before the Commission, indicat* 

that more than 320 acres could ana probably was being drained by 

one well. The order, however, provided that the 320-acre spacing 

td 
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would be in effect for one year from that date, and that a year 

froa that date cause should be shown why the area should not be 

developed on loC acres. 

On June 25, 1953, Case 3775 Order R-172-A was entered, 

which was a mere continuance providing that the cast should be heart, 

not lfcter than September 17, 19>3» On September 17, 1953, under tin 

teres of Order R-172, the Oil Conservation Commission requested 

Benson ana Montin to appear to show cause why 160-acre spacing 

pattern should not be instituted for Pictured C l i f f wells in the 

Gallegos Unit area, to supersede the temporary 320 spacing order 

earlier granted. 

On December 17, 1953, Order R-172-B, we find that the Commissi! 

made certain findings that the Gallegos Canyon Unit Area developed 

on 320 acre spacing pursuant to Order R-172, and that the balance o; 

the West Kutz-Pictured Cl i f f s was developed on 100 acre well spacin 

and producing units. That development of the pool on two different 

spacing patterns is not in the best interest of conservation, and 

v i l l iapalr correlative rights. Order R-172 was terminated and 

lands embraced are to be developed on 160-acre spacing pattern pro­

viding that the Gallegos unit snail be subject to the terras of the 

Unit Agreement. On Hay 3, 195i+> new case 696, we find the appli­

cation of J. D. Hancock for an order requiring ratable take of gas 

in the West Kutz-Pictured C l i f f s , or i n the alternative for the 

prorationing of gas production in the pool. This case vas continue 

on several occasions, and on July I 1 * - , 1951* & hearing was conducted 

on Mr. Hancock's application. 

On Seceaber 23, 195* in Case 6 96, Order R-i?66, we find f i r s t 

issued the special rules for the West Kutz-Pictured C l i f f s Pool 

i 

i 

m 

I 

i 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



vhieh sets up 160-acre proration unitsj provide for an allocation 

formula which was 75% acreage times deliverability plus 2% acreage, 

and sets out the limits of the pool and provides for certain other 

niscellaneous rules which are not pertinent to this inquiry. 

On January 7, 1955* Order R-566-A in Case 596 amended Rule 3 

of the basic rules, f i e l d rales, regarding the location of wells vhi 

also is not pertinent to this hearing. 

On January 19, 1955, Stanolind Oil and Gas Company made appli­

cation for a rehearing and the order was granted limiting the rehear 

ing to a reconsideration of the provisions of Order R-566 performing 

or relating to establishment of proration units, and to the matters 

raised by Stanolind's application for rehearing. That gives the 

Commission a very brief outline of the proceedings which have lead 

up to this rehearing. 

At this time I should like to move the Commission to adopt a l l 

the proceedings in the cases which I have enumerated so that they 

may be made a part of this record. I believe that a l l the interest­

ed parties were there at the time and have had occasion and oppor­

tunity to be f u l l y familiar with those proceedings, and i t w i l l 

avoid the necessity of duplicating that testimony at this time. 

MR. MACEY: Would you mind naming the case numbers? 

MR. SMITH: The proceedings in Case 237, 377 and 696. 

MR. MACEY: Is there objection? Without objection the 

testimony and exhibits in Case 237, and 377, and 696 w i l l be intro­

duced in the record i n this case. 

MR. SMITH: With respect to the matters under particular 

review at this time which has to do with the proper amount of 

acreage that may be assigned to a well in the West Kutz Field, I 

ch 
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should like to state to the Commission that I have examined the 

various transcripts of testimony in the cases which have just been 

enumerateu. I t is d i f f i c u l t for me to visualize the entrance by th(e 

Commission of the order that i t did enter i n this case, restricting 

the development on a hundred sixty acre basis. I find nothing in 

any of" the cases enumerated, of an affirmative nature of any sub­

stance whatsoever which supports the entry of 160 acre prorationing 

To the contrary, we find any number of references i n the testimony 

which is inaisputed, that indicate that wells in the West Kutz Fiei 

w i l l e f f i c i e n t l y and adequately drain more than 320 acres. 

I t is indisputed i n the record that there is communication 

throughout the entire f i e l d , and that production from any point in 

the f i e l d has an effect upon production elsewhere In the f i e l d , and 

i t is also inaisputed in the record that the amount of gas that 

would be recovered by d r i l l i n g two veils on 320 acres is negligible 

I believe the testimony at present as to the effect that i t is on 

the oraer of three-tenths to four-tenths of one percent, and there 

further testimony that that quantity of gas would probably be 

dissipated during the process of d r i l l i n g an additional well. 

So that unuer the circumstances, i t may v e i l be said that the 

requirement of the Commission that an additional v e i l be d r i l l e d in 

order to protect the applicant's correlative rights, voulu result 

in actual physical waste. In addition to that, we have the 

circumstance that i f the gaa may be recovered on 320 acre proration 

units, that would be recovered by the one well, then i t is a 

requirement on the part of the applicant who has developed on 320 

acre spacing that he spend money unnecessarily bringing the case, 

I view i t , squarely within the provisions of the act governing the 
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proceedings of the Oil Conservation Commission. 

I should l i k e to direct the Commission'£ attention to what I 

consider to be the pertinent provisiox*s of the Statute. 1 w i l l not 

attempt to read them Into the record since the Commission is f u l l y 

familiar v i t h them, but I direct their attention to the provisions 

of Section 12-C ana Section 13-B, as Section 13-B has been amended. 

I c a l l your attention to the provisions of 12-C ana the sentence 

which reads as followsi "In protecting correlative rights, the 

Commission may give equitable consideration to acreage, pressure, 

open flow, porosity, permeability, deliverability, and quality of 

the gas and to such other pertinent factors as may from time to tim< 

exist as insofar as practicable prevent drainage from producing 

tracts in a pool which is not equalised by counter drainage. 

I should lik e to direct the Commission's attention to the fact 

that before yon get to the question of drainage, the language is 

permissive, i t uses the word "may". When i t gets to the'question o 

preventing drainage i t is mandatory. I t says I t shall, any such 

order is to prevent that situation to occur. With respect to 13-B, 

the Commission is f u l l y familiar v i t h that provision, i t has been 

uiscussed i n other cases. I t provides specifically that the Com­

mission shall take into consideration In determining proration or-ue 

the necessity or the requirement directly or indirectly on the part 

of the Commission's order to require the d r i l l i n g of unnecessary 

wells. 

I t is our position that the record as i t now stands, i t is 

undisputed tn;.t the effect of limiting the proration units to 160 

acres when development has been 320 acre basis, certainly that is 

thr effect of inaireetlv reauirinst the d r i l l i n g of t-haf w<»n -in 
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oraer to prevent the movement of gas into an area which has been 

wore closely developed. With that brief statement, I should like to 

proceea to ca l l Mr. Greer as a witness. 

MR. KELLAHINi I f the Commission please, i f the Commission 

please, we want to object to the introduction of any further t e s t i s 

in this case and as grounds therefore, refer the Commission to the 

applicant's application for the rehearing. I do not have a copy of 

i t , the only pertinent provision in the application for rehearing 

which sets forth any matter to be presented at said rehearing is 

contained in paragraph k of the application which reads as follows: 

"Movement would show the Commission that no evidence vas 

offered by any party at any of the hearings i n said case, which 

showed or tended to show that the proration units in this pool 

should be 160 acres. That on the contrary, the only evidence which 

vas offered by any party on this question as to the size vhieh the 

proration unit should be, vas the evidence of Stanolind Oil and Gas 

Company and Benson and Montin to the effect that the proration u n i t | 

in this pool should be approximately 320 acres. That under the 

state of the eviaence i n the record in this case, the standard gas 

proration unit should therefore be fixed at approximately 320 acres 

There is nothing else presented In the petition for rehearing 

except a reference to the record which has already been made i n t h i 

case which Stanolind sav f i t to l i m i t themselves to that extent, 

that is their privilege. 

In connection v i t h our argument against the introduction of 

any testimony, I would like to refer the Commission to Nev; Mexico 

Statute covering rehearings and appeals from the orders of this 

Comiuisslon. The section being Section 65322 of the 1953 compilation 

7 
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and i t is set out as Section 19 in the Chapter 165 of the 19̂ +9 com­

pilation. That section provides the procedure for securing a re­

hearing which must be f i l e d v i t h i n twenty days and so forth. Under 

Section £ i t provides tne method by which you obtain a court review 

ana among other things i t reads aa followsi "Providing, however, 

that the request reviewed on appeal shall be only request presented 

to tne Commission by the application for rehearing". 

I f the Commission is to proceed at this time ana receive addi­

tional testimony upon which they could conceivably base a nev order 

and ve were forced into the position of taking the appeal, ve would 

then be precluded by this Statute from presenting anything which va; 

not presented in their application for appeal. The application for 

appeal covers an attack on the record, as i t now exists they cannot 

now come back arid supplement that record and thereby evade the pro­

visions governing appeals from this Commission. Had they seen f i t 

to uc ao, they could have asserted in their application for appeal 

that we have additional testimony to present on this subject, or this 

or this, and certainly under the Statute they would have been en­

t i t l e d to do so. They failed to do that. They have, therefore, 

limited themselves to the record as i t now exists. They are at 

liberty to argue the record. We are at liberty to argue the record 

and whoever sees f i t can take an appeal vithin conformance of the 

Statute. I f the Commission follows the policy of permitting addi­

tional testimony, then we nor Stanolind would be in a position to 

take an appeal according to the Statute. 

We object to the introduction of further testimony in this cas^. 

ME. DMITLI: Kay i t please tne Commission, I believe that Mr 

Kellahin's statements are perhaps a l i t t l e b i t more narrow than are 
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contemplated by the Statute or the application for rehearing. I t 

fundamental that you make an application for rehearing, and i f 

the Commission turns you down then you go up on the record as i t 

then stands. I t is discretionary with the Commission as to whether 

cr not i t shall or shall not grant a rehearing. Our right of appeal 

i,; contingent upon the action of the Commission In denying the motic 

This wa:, a motion that vas f i l e d . In the discretion of the Commissi 

i t has come forward and said, "Yes, s i r , we w i l l have a rehearing" 

and set forth the terms and circumstances under which the rehearing 

w i l l be conducted, i t being a discretionary act and the action of 

the Commission being set forth i n the order granting the rehearing. 

The subject matter of this proceeding is the subject matter set 

forth i n the order set forth by the Commission which Mr. Kellahin 

referred to. I t is necessary that you have a denial of a motion 

before you can go up. I t is necessary precedent i f the rehearing 

is granted that you go up on appeal based on the testimony and the 

evidence that was brought forth at the rehearing, and a i l the pro­

ceedings that may have been incorporated i n that rehearing by reasoi 

of the earlier action. I t i s fundamental that a rehearing is a 

hearing and that the door is open to everything that was in the 

record in the original case. 

MR. STOCKMAR: T. B. Stockmar appearing for Frontier 

Refining Company. I think Mr. Smith's response to Mr. Kellahin»s 

objection is accurately enough stated, but I think i t begs the 

fundamental question of the scope of the rehearing which is the 

matter that was within the discretion of Stanolind to apply for. 

They seem to have clearly limited the scope of this renearing 

to the one issue of whether or not there is evidence i n the record 

m. 
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which supports the order. On behalf of Frontier, I would l i k e to 

concur heartily in the objection made by Mr, Kellahin and make i t fcjr 

Frontier. 

MR. REES-JONES: Trevor Rees-Jones, representing New Mexico 

Western Cil and Gas Company. I would also l i k e to concur i n Mr. 

Kellahin*s motion. We came here for New Mexico Western Oil and Gas 

Company knowing only of the petition for rehearing which was enterec 

in this case by Stanolind. As Mr. Kellahin and Mr. Stockmar- have 

said, that petition for rehearing hinges on whether or not the 

record to date has any testimony which w i l l support the Commission^ 

order. There was nothing in that petition to Indicate that v/e were 

to be faced with new testimony. There was nothing i n the petition 

to indicate that we would come forward with testimony of our own. 

MR. SMITH: May I have a copy of the order? 

MR. MACEY: The original order? 

MR. BRATTON: I would l i k e to make a statement on behalf 

of Darneille supporting Mr. Smith's position i n presenting further 

testimony at this hearing. I believe the order of the Commission 

entered there, i t calls for a reconsideration of the provisions of 

Order R-566 pertaining to the establishment of proration units. 

Mr. Kellahin rises to the point that on appeal to the District 

Court either the proponents or opponents would be limited to the 

record based at the original hearing that the record now made could 

not now then be entered. I f he has a valid objection, which I doubtl, 

I third, he is making i t prematurely. He can make i t at the time 

that the appeal Is made to the District Court. He can move to 

strike what record is made at this time. The Commission has enterec 

an order calling for testimony. Mr. Rees-Jones rises to the point 
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that he is not prepared at this time. I t is a serious matter to 

his client. I t is very definitely a serious matter to my client. 

I f he is not adequately prepared, he could move for postponement or 

continuance. 

I third; very definitely Mr. Darneille desires to be heard. I 

think the matter is of sufficient importance to the Commission and 

to tne industry to be f u l l y considered as the Coamission has so 

idecreed i n i t s order. I support Mr. Smith's position. 

MR. FEDERICI; I concur with the statements made by Mr. 

Eratton and further c a l l attention of this Commission to the partic­

ular matters that he was talking about i n the orders of the Commissi 

I t provides that matters to be considered on rehearing shall be 

limited to a reconsideration of the provision of Order 566 per­

taining to the establishment of proration units and to matters rais( 

by petitioner's application. I t is double-barreled i n that partic­

ular order. How can this Commission reconsider i t s order unless 

i t does have some testimony which might di f f e r from what has been 

introduced before? The purpose of the rehearing is to give the 

Commission something new, something additional to go on. In additic 

to what i t had before. I t is not an appeal. Mr. Kellahin is tryini 

to make an appeal to you where you would review the record. Mr. 

Kitts and Mr. Kellahin know that the purpose of a rehearing is to 

have additional evidence that might bear on the question in point. 

I really frankly feel that i t would be error for the Commissio; 

to deny a rehearing by reason of the statements made, or the conten 

of tne application. 

MR. SMITH: I would l i k e to inquire of Mr. Rees-Jones i f 

ne doesn't have a witness here to testify? 

on. 
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MR. REES-JONESi May i t please the Commission, Mr. Eratton 

didn't quote me right . My point is the legal point that in the stat 

of this record, we are not under notice that we are supposed to 

appear to give testimony. Stanolind has made quite a point of the 

fact that the record to date has no testimony i n i t which supports 

the Commission's order,that is the one legal point on which they car 

rely. They are faced with a dilemma since they now have appeared 

and want to put testimony on themselves. I f the testimony is cumul­

ative, then I say the Commission need not hear the testimony. I f 

they have new testimony to offer, then In their petition for re­

hearing why was that point not made? I am not making the statement, 

however, on behalf of New Mexico Western Oil and Gas Company that 

I do not have a witness here. I state that on the state of the 

record, I am not on notice that I should bring testimony to this 

hearing. 

MR. SMITH; I should like to make inquiry of Mr. Stockmar 

i f he does not have a witness here. 

MR. STOCKMAR: We came here to reconsider the provisions 

or the language of Order R-566. I feel certain that the applicatioi 

and the order of the Commission would permit arguments to be made 

as to the weight to be given to the evidence that was i n the order. 

We have present Dr. Glenn Barker, an o f f i c i a l of the Frontier Re­

fining Company, who would be prepared to participate in such an 

argument. He could be called as a witness i f testimony were given. 

Our purpose i n coming here, however, is to argue with you as to the 

issue raised by your application for rehearing which is, in our 

view, very s t r i c t l y limited to whether or not the evidence now of 

r e ™ r d •n-inprtrt-.<? the n r d e r n f f.hfi nornmi ssion« 
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MR. SMITH: I should like to ask Mr. Kellahin i f he does 

not have a witness available. 

MR. KELLAHIN: The question, I think, is highly improper. 

I t has no bearing on the question before the Commission on the basii 

of my objection. I t is immaterial to this Commission at the present 

time in ruling upon this objection, whether anybody i n this room ha|> 

a witness prepared to tes t i f y or not. The question is going to be 

the ruling of the Commission. Then i t is incumbent upon any opera­

tor to put on any testimony in the event i t is necessary to do so. 

Whether you have a witness to testi f y or not is immaterial to the 

ruling on my objection to this testimony. 

Mr. Pederlci and Mr. Bratton have brought i n the question of 

this order granting the rehearing. The language of the order says 

they were going to reconsider the portion of the rule pertaining to 

proration units. That reconsideration is based upon Stanolind*s 

application for a rehearing which is based exclusively upon the 

record which is made. The Commission can, under the terms of the 

application, reconsider the provisions of the rule governing pro­

ration units as provided i n their order based upon the record, whicji 

is already before the Commission, and any argument that may be made 

for or against such units as may be determined taken from the record 

as i t now exists. 

I t has no, there is nothing i n the language i n that order whic 

vould indicate in any wry that additional testimony is going to be 

received by this Commission, and as Mr. Stockmar has pointed out, 

they are without notice, the Hew Mexico Western is without notice 

insofar as the legal aspects of the case are concerned, that 

additional testimony would be received or would be required. 
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MR. FEDERICI: The very fact that the parties who are makin, 

objections have witnesses is very important for this reason. They 

claim now, we are surprised; therefore, we can't go ahead with the 

hearing. I t goes tc show that these parties knew what was coining 

up and therefore there is no reason for disallowing the rehearing 

at this time. 

MR. KELLAHIN: I would l i k e to point out that I did not say 

I haa brought a witness here. I am entitled to any engineering or 

geological counsel I have. 

MR. ERATTON: Do you wish to ask for time or produce witness 

MR. KITTS: I didn't know anyone was surprised. 

MR. STOCKMAR: Ve are not very much surprised. We are 

strongly of the opinion that the attempt should be denied. They 

should be limited to arguments as to the record as i t now stands. 

I don't know anyone was claiming surprise, that is the point. 

MR. MACEY: Gentlemen, Mr. Kellahin's motion is sustained. 

Any argument i n this case w i l l be limited to the argument of the 

record as i t exists. 

MR. SMITH: May i t please the Commission at this time, I 

make tender of proof of the evidence which has been excluded by the 

Commission. I would l i k e to c a l l Mr. Greer as a witness for the 

purpose of making my b i l l of exceptions. 

MR. MACEY: Proceed. 

having been f i r s t duly sworn, t e s t i f i e d as follows: 

DIRECT EXAMINATION 

By MR. SMITH: 

Q Mr. Greer, you testified i n Case 696 on the original h Hsr-

r 
i 

es? 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



15 

ing, I believe? 

A That is correct. 

0 At this time I should lik e to ask you i f you have available 

information with respect to the stage of depletion of the reservoir 

at the time of the original hearing. What was the stage of depleti( 

of the reservoir with respect to the i n i t i a l reserves i n place? 

A This has to be as of the time of the hearing? 

Q You can tes t i f y as to the time of the hearing and bring i t 

on up to date. 

MR. REES-JONES: As I understand the ruling of the Commissic 

there was not to be the introduction of any nev evidence and the 

argument vould be solely concerned with the record prior to today. 

Is that not correct? This is for c l a r i f i c a t i o n . 

MR. MACEY: That is correct, 

MR. REES-JONES: Then I object to the introduction of any 

evidence by Stanolind Oil and Gas Company through Mr. Al Greer, the 

witness, who is now on the stand. As I understand I t , Mr. Greer 

is an engineer whereas ve are today going to be limited to legal 

argument as to whether or not the record tc date supports the 

Commission's order. There is no place for the introduction of any 

testimony by an engineer. 

MR. SMITH: Perhaps you didn't understand the purpose of 

putting the testimony on. I am preserving ny b i l l of objections. 

MTU REES-JONES: I am objecting to introduction of any 

testimony. I understand what you are doing. 

MR. HOWELL: May I suggest i n the interest of time and a l l , 

that i t vould be proper for Mr. Smith to make his b i l l of exceptions 

before the reporter later on i f necessarvT and make a comulete h i l l 

m 

n, 
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at that time without taking the time now to go into the testimony 

which he wishes to tender and which has been excluded, 

MR. KELLAHIN: I agree with Mr, Howell and the matter of 

proof should be made by Mr, Smith himself by virtue of statement to 

the Commission as to the purpose. There is no need to call Mr. 

Greer as a witness now ln order to make the offer. 

MR. FEDERICI: I don't know i f that is a proper way to pre­

serve the exceptions or not. The Supreme Court says you go into 

the testimony you are going to bring out and the offer of the attor­

ney would not be considered sufficient. That is the point I would 

have to discuss with my attorney here. I f the Commission w i l l give 

me just a second here. 

MR. MACEY: We w i l l take a short recess. 

(Recess.) 

MR. SMITH: I believe there was a question asked and the 

objection, and the Commission hasn't ruled as yet. 

MR. KITTS: What was the question? 

MR. SMITH: I asked the question and Mr. Rees-Jones objected, 

and I don't believe there was a ruling yet. 

MR. STOCKMAR: Prior to any ruling, I would l i k e to make 

the same objection on behalf of Frontier. 

MR. KELLAHIN: I would l i k e to make the same objection on 

behalf of Western Development Company. 

(Testimony and objection read.) 

MR. MACEY: The objection is sustained. 

MR. KITTS: The Commission, i n sustaining Mr. Kellahin*s 

motion, the effect of that ruling is that no new evidence w i l l be 

hoard at this hearing i n this case and that the matter for consid-
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eration here is confined to the record as made. We feel that under 

the scope of our ruling, that any tender or offer of evidence which 

pertains to new matter is therefore improper, and that the applicant 

has an appealable ruling of the Commission by our sustaining of Mr. 

Rees-Jone's motion. The applicant, however, wishes to make this 

tender to preserve i t s record on appeal, i f appeal is taken. For 

that reason the applicant may make his tender to the reporter. 

So far as the question goes of sustaining or denying the tender, 

we are assuming that the offer of proof relates to new matter. 

However, there is a slight possibility that the tender could include 

matters of argument on the record which would be properly in the 

scope of this rehearing, and therefore, we do not want to be in 

the position of denying i t , denying some matter that might be pro­

perly within the scope of the rehearing. For instance, i f i t were 

a matter of argument or pointing out claimed deficiencies i n the 

record. We understand the tender w i l l pertain to new evidence which 

could not be heard i n this rehearing. We w i l l not rule on that 

u n t i l we see that perhaps there is some matter of argument properly 

within the scope, 

MR, STOCKMAR: I f there is such a tender, i t can properly 

be tendered at this time. 

MR, KITTS: We could not wish to deny the tender sight un­

seen where there might be something i n there where the Commission 

might be i n error on the scope of i t s own ru l ing , 

MR, STOCKMAR: I t is within the power of the proponents 

to make such arguments at this time. 1 object to the permitting of 

the tender simply because i t might be something they are properly 

authorized to give at this time. I f there is something within the 
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rehearing which they may argue about now, they should do i t now. 

We object strenuously to there being i n the record, evidence or 

testimony and arguments which are not properly subject tc cross 

examination and rebuttal testimony. 

MH. KITTS: Perhaps we might be able to clear this matter 

up by asking the applicant at this point i f there is anything i n 

the tender which is argument on the record as we now hav i t . 

MR. REES-JONESi I w i l l object, i f the Commission please. 

I w i l l hold my objection i f Mr. Smith wants to answer. 

MR. KITTS: I don't mean pertaining to the subject. 

MR. REES-JONES: My point is that we object to the intro­

duction of any testimony in this hearing today. There are two 

matters which the Commission can consider. I t can consider testimony 

which cosies from witnesses sworn and placed on the stand. I t can 

consider argument which is generally here made by counsel, but can 

be made by others and properly so. In today's hearing i f Stanolind 

Oil and Gas Company wants to argue through Mr. J. K. Smith or Mr. 

Bratton or anyone else as to the testimony heretofore taken by 

the Commission, I think they should have the right to make such 

an argument and be heard. 
i 

However, New Mexico Western Oil and Gas Company here and now 

objects to the introduction of any testimony. I cannot see that 
i 

the introduction of any testimony from any witness sworn and i 
placed on the stand would be proper. You made the point that some 

of the testimony i s i n the nature of argumentative testimony. I 

believe any argument can come i n unsworn through attorneys or engin« 

who want to get up now and speak to the Commission, no evidence 

should rtnmfi In at t h i s hearing through sworn tastimonv from the 

ers 
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stand. We are limited to the record as i t now stands and can make 

argument on the record as i t now stands. 

MH. KITTS: The objection was to hearing any new testimony. 

MB. REE3-JGNES: The word "new". I object to the hearing 

of any testimony. I think i t is in accord with the Commission 

ruling this morning on Mr. Kellahin 1s motion that no testimony be 

taken. We are limited to the record to date and no new testimony 

or no testimony of any nature whether new, whether pertaining to 

matters already In the record, should be introduced today. We 

object to the introduction of any testimony. 

MR, KITTS: Can representatives of the applicant answer the 

question I asked before the objection? 

MR. SMITH: Ask the question again. 

MR. KITTS: Does any of the evidence contained i n the tended, 

is i t argumentative, is any of i t argumentative material or material 

by way of argument on the record as i t now stands? 

MR. SMITH: I may answer that question by saying i t is both. 

MR. MACEY: Mr. Rees-Jones* objection Is sustained. This 

Commission w i l l hear no new testimony in this matter. 

MR. SMITH: Do I understand from the Commission ruling that 

our tender of testimony is also refused? 

MR. MACEY: Yes, s i r . 

MR. BRATTON: I would l i k e to offer the testimony of Mr. 

George J. Darneille and do I understand that the Commission w i l l matye 

the same ruling and reject the tender of his testimony in this 

matter? 

MR. MACEY: Yes, s i r . 

MR. SMITH: I would lik e also to tender the testimony of 
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Mr. R. J. Hiltz, the same ruling on that, I assume? 

MR. MACEY* Yes, s i r . 

MR. BRATTON: To clari f y the record, do I understand that 

ve are not allowed to tender into the record their testimony as 

they would testi f y to i f permitted? 

MR. MACEY: That is right. 

MR. BRATTON: On behalf of Mr. Darneille, we except. 

MR. SMITH: On behalf of Stanolind we except to the ruling. 

MR. FEDERICI: To cla r i f y the record, the word tender as 

used here means offer of proof, correct? 

MR. KITTS: Proof of what? 

MR. FEDERICI: Offer of the proof that we intended to put or.. 

MR. WALKER: You are referring to nev testimony or testimony 

that you intend to argue on the record? 

MR. FEDERICI: Both. 

MR. WALKER: In other words, you intended to argue the 

record as well as Introduce new testimony? 

MR. FEDERICI: I think so. Perhaps a l i t t l e b i t of both, 

as Mr. Smith said. 

MR. MACEY: We are in no way forestalling any arguments 

that anyone might want to put on here today as far as any type of 

argument, but there w i l l be no testimony. I f anyone wants to stand 

up and be heard i n the matter, let's proceed. 

Gentlemen, the Commission is reversing i t s decision regarding 

Mr. Jones* objection to Mr. Greer's testimony. This Commission 

w i l l hear any testimony concerning matters which are contained in 

the original record. Any counsel directing questions toward any 

uitne* <•-,<; S H A I I e n n f i n s M s qispstinns t o evidenp.fi v h i e h i f>nntpi nfi<i 
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in the original record. Does everyone understand? 

MR. SMITH: Ko, s i r . 

MR. WALKER: What don't you understand? 

MR. SMITH: I don't understand the statement meaning that 

additional testimony can be put on yet i t can't be. 

MR. WALKER* There is no misunderstanding on the part of 

the Commission. We mean you are not going to introduce any new 

evidence, that does not pertain to the original record. 

MR. SMITH: I f the point was i n the original record, addi­

tional testimony can be put i n on that point. Just what testimony 

can we put i n , I would like to know, because I have to ask the 

questions. What is the nature of the testimony that we could put 

in under trie ruling? 

MR. WALKER: What testimony did you intend to put in when 

you asked for the rehearing? 

MR. MACEY: You didn't intend to put any new evidence in? 

MR. SMITH: I think we did. 

MR. MACEY: lour application doesn't say to. 

MR. SMITH: I t isn't necessary. 

MR. STOCKMAR* I t seems to ae that the existing record 

contains the evidence and is the evidence which may be again weighed 

or reconsidered. Any testimony would have to be limited to s t r i c t 

repetition of the language that is already i n the record, and 

therefore completely useless. 

MR. KITTS: Let ae make one statement here. This was of 

primary concern to the Commission a minute ago. We nad ourselves 

in the position of refusing to hear any testimony. Now, perhaps 

the applicant, this would put us In this position, perhaps the 
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applicant could put on a witness who is an expert i n examining and 

discussing records. Have you studied this record? Yes, s i r , I hav« 

studied i t for forty-five hours. Do you find on the basis of your 

study, do you find any reference at a l l to, say, 160 acre proration 

units? Yes, s i r , I do. Are there many? Nc, there are a few. 

That would be the gist of i t . 

HR. SMITH: Are you talking about the record i n the case? 

! MR. KITTS: Yes. Vould you review the testimony, and these 

are the questions that might be asked, would you review the t e s t i ­

mony and give i t i n some reasonable form to the Commission, that 

evidence pertaining to 320 and 160 proration units? The applicant 

could very l i k e l y put that on and that would be his testimony. 

MR. STOCKMAR: Isn't that testimony in the realm of deter­

mining a legal question as distinguished from a factual question? 

MR. KITTS: I don't see what would prevent them from calling 

a witness for that purpose. I think that type of testimony, I 

don't know what the applicant has i n mind. That type of testimony 

would be pertinent i n the nature of a comment on the record and a 

pointing out to the Commission what references there were to, say, 

160 acre units and what to 320 acre units. That - we would be in a 
i 

position by a previous ruling a few minutes ago of denying that, j 

even that. That is the Commission's fear. I 

MR. STOCKMAR: Isn't that an appropriate denial where the j 

question is a question of law and not a question of fact which can 

be adduced by testimony? We can have opinions with respect to what 

the law might be, and those might be stated by counsel. But i t is 

not a pertinent question as to whether or not the evidence supports 

your order. That is a legal question. I think the comments ought 
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:o be limited to legal opinions. 

MR. KITTSs When a Commission such as this is as concerned 

tfitn the record of the parties to the hearing, they are naturally 

interested i n preserving as perfect a record as they can. I agree 

with you that that knowledge certainly is commonly i n the realm of 

legal argument. 

On the other hand, can that always be anticipated what turn 

certain lines of testimony might take? I think quite possibly that 

a witness without arguing the legal point could point out here and 

there just confining his comments to the record, not arguing, when 

the evidence is substantial, but merely pointing out the evidence 

i n summary form. 

MR. STOCKMAR: We have no objection to statements to that 

effect. I t seems outside the realm of testimony. 

MR. KITTS: Well, the question also, could you properly 

deny the right of an applicant to put i t i n that form i f that is 

the way that they state that they can most beneficially produce 

their case? 

MR. STOCKMAR: You could deny the engineer a position of 

an expert what the legal question i s . 

MR. KITTS: I think we have explained our reluctance to cut 

off a l l testimony whatsoever. We have ruled there shall be no new 

evidence pertaining to the matters brought out in the last hearing. 

That this hearing should be confined to the record as i t exists, an< 

to determine the question whether or not that record, the record 

sustains the order as entered by the Commission. I donU know how 

we can put i t any more clearly than that. 

MR. WALKER: I think we can clear this up one way or the 

i 
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other, I t is th© decision of the Commission to reverse i t s e l f on 

the ruling of Mr. Jones, also Mr. Smith, Mr. Bratton, Mr. Federici. 

We reversed ourselves to you and anyone else who has any testimony 

or witnesses you wish to put on. We w i l l take i t as l t comes, either 

deny i t or what have you. We w i l l take i t just as i t comes, Mr. 

Smith, i f you wish to continue with Mr. Greer. 

MR. KELLAHINi I would l i k e to note for the record an 

exception to the Commission's ruling i n regard to the testimony. 

MR. STOCKMAR: Same on behalf of Frontier Refining Company. 

MR. REES-JONES: New Mexico Western Oil and Gas Company 

excepts. 

MR. MACEY: The record w i l l so show. 

MR. SMITH: I assume that the Commission ruling on the 

question asked Mr. Greer s t i l l stands? 

MR. MACEY: We would appreciate i f you would start from 

scratch. 

(Original question read.) 

MR. STOCKMAR: I think right with the f i r s t question might 

be the time to get a cla r i f i c a t i o n of the status under which we are 

proceeding. Is i t the Commission w i l l accept any testimony without 

reservation, any testimony offered, or i t w i l l review each phase 

of testimony and determine i f i t is new testimony or not? 
i 

MR. WALKER: Each phase, you have a perfect right to object 

to any question that counsel puts. 

MR. STOCKMAR: Then we object tc this particular question 

covering matters outside the scope of the record. 

MR, KELLAHIN: We join i n the objection. 

MR. SMITH: I think the subject matter i s covered i n the 
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question. The reserves were covered i n the record as before the 

Commission now. 

MR. STOCKMAR: Would you point that out to us? 

MR. KELLAHIN: The question goes further than that, i t i n ­

cludes the status of depletion at the time of the hearing, and I do 

not think there was any testimony in the record on that phase. 

HR. SMITH: May i t please the Commission, the record is be­

fore the Commission. I t is not my duty to point out a specific 

place• 

MR. STOCKMAR: That is my precise point. That i s , a l l the 

evidence that is admissible is before the Commission and can be 

read by the Commission at i t s leisure. 

MR. WALKER: The Commission puts the burden of proof on you, 

Mr. Smith. 

MR. SMITH: Thank you, Mr. Commissioner, In the interest oi 

time I w i l l proceed with other Questions and at the f i r s t opportunit 

I w i l l try to satisfy Mr. Stockmar. 

MR, MACEY: The Commission goes ahead with i t s decision that 

Mr, Stiith is ready to proceed. Proceed with other questions, Mr. 

Smith. 

Q Mr. Greer, there has been testimony i n this case with re­

spect to the relative pressures of areas within the f i e l d developed 

on 320 acres ana on 160 acres. By way of i l l u s t r a t i o n of such tes­

timony I w i l l ask you i f i n your opinion there is a tract of land 

comprising 320 acres upon which are located two wells and offsetting 

i t a tract of land comprising 320 acres upon which is located one 

well, under the present proration formula which has been issued 

py r.h» flfimml ss 1 fin, would fch«i»e h« dr«1nAgA) assuming nnnd 111 nns nf 

y 
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deliverability be the same between two tracts of land? 

MB. } t:LLAHIK: We object to the question as covering new 

matter i n that i t calls for the application to existing facts as 

of today, the proration formula which was adopted previously to the 

hearing, and is not in the record. Farther, i t calls for an expert-

opinion applied to existing facts which though they may have existed 

and be in the record of the original hearing, presents new testimor.] 

in that i t is expert testimony offered for consideration of the 

Commission at this time and is not necessarily testimony reviewing 

the old record. I t is new testimony. 

MR. SMITH; I disagree with counsel based upon the record 

as made. The testimony now is to what the law is now. 

MR. WALKER: Objection sustained. 

0 Mr. Greer, i t is my understanding that there is testimony 

i n the record that there is a variance i n pressures from one area 

of the f i e l d to another. I w i l l ask you i f from examination of the 

record, I believe you have te s t i f i e d that you have been present 

a l l through the preceding hearings and that you had occasion to 

examine the transcript of those proceedings? 

A Yes, s i r . 

q I w i l l ask you from your examination of that transcript, 

i f the fact that there exists a diff e r e n t i a l indicates to you that 

there is drainage from one area of the f i e l d to the area of the 

lower part of pressure. 

MR. KELLAHINi Ve object to the question in that i t at 

this time calls for an expert opinion which would constitute new 

testimony. 

MR. WALKER: Objection sustained. 

• 
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MR. SMITH: I would l i k e to state to the Commission that i f 

the witness were permitted to t e s t i f y , that he would have test i f i e d 

that the lower pressures indicate drainage to a particular area. I 

should lik e also to point out at this time to the Commission that 

the record is complete as to the fact as to lower pressures that 

have been developed on the 160 acres and I make the offer of proof 

at this time. 

MR. MACEY: Any objection to counsels offer of proof? 

MR. KELLAHIK: I object to the offer of proof for the same 

reason stated. I do not want the Commission to allow a pattern to 

be set for offering expert testimony at this rehearing i n view of 

the Commission's ruling on the question of receipt of new testimony, 

any expert opinion offered would necessarily be new testimony which 

could have been offered at the prior hearing, but was not. I t may 

have been, I don't know. 

MR. MACEY: Objection sustained. 

MR. SMITH: Do I understand the Commission's action with 

respect to the preceding question. I t is to have the same effect 

as the one that I just stated? I don't know i f I made myself clear 

or not, probably not. 3ut I want i t understood that the action of 

the Commission i n sustaining the objection of Mr. Kellahin i n 

each instance is the same. 

MR. WALKER: As long as the Commission considers i t new 

testimony, that is right. 

MR. SMITH: I might state at this time I am having extreme 

d i f f i c u l t y i n understanding the distinction that is being made with 

respect to what constitutes new testimony and what does not consti­

tute testimony. Tn effect, as I understand the ruling of the 
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Commission, and I want them to correct me i f I am in error, i t is to 

say that any words that Mr. Greer utters over there is bound to be 

new testimony. I would l i k e to be cla r i f i e d i n that point. 

MR. WALKER: Would you li k e for the Commission to clarify i t 

MR. SMITH: I would lik e for the Commission to set me 

straight on this. I have an honest desire to put before the Commis­

sion what I consider to be true facts and true arguments in the 

case. I made no attempt to stand on technicalities. I tried to 

get the entire case before the Commission, as I think i t should be 

put. I think that the rather technical objections being urged 

have led the Commission, and I know i t has led me into a great stage 

of confusion as to what type of testimony we can be permitted to 

put on and what type we can't be permitted to put on. I would 

like to help the Commission and I would lik e to have a l i t t l e guidan 

MR. WALKER: As long as you put a question to the witness 

and there is objection, the Commission w i l l base i t s decision upon 

whether or not we think i t is new testimony. Would counsel think 

i t would help matters i f we had a ten minute recess? 

MR. SMITH: I think i t would 

(Recess.) 

Q Mr. Greer, I believe you testified on June 19, 1952 before 

tne Oil Conservation Commission in Cases number 3&3 a n^ 377 which 

were consolidated, as follows: 

" I would like to go a l i t t l e further with our reserve figuring 

that the line pressure w i l l eventually be lowered to 150 pounds. 

We w i l l ultimately recover about 95t MCF per acre foot, which for 

MÔ  feet of pay is about 3>^50,000 cubic i'eet per acre. That is a, 

we feel, a quite reliable figure. We have behind i t a l l of our 

? 
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reservoir work, our net pay thickness, porosity and connate water 

ana reservoir pressure, which we can iueasure quite accurately, and 

we feel that that rigure is more accurate than can ordinarily be 

obtained i n gas fi e l d s . 

Now, the productivity of the wells that we have now completed 

indicate a capacity to produce into the line of about 550,000 cubic 

feet per day, which is on the order of 16,000,000 cubic feet per 

montn. Now, with the reserve of 3,850,000 cubic feet per acre and 

a productivity into the line- of 16,600,000 cubic feet per month, 

our wells w i l l produce into the line at a rate which w i l l deplete 

about *t 3/10 acres per month of ultimately recoverable reserves, 

or about 52 acres per year. That is a, that indicates a relatively 

high capacity to produce as compared to reserves. That is a figure 

that we think is important. 52 acres a year i n i t i a l deliverability 

into the l i n e , when we talk about 160-acre spacing is almost 

ridiculous." 

Question: "As the area is d r i l l e d up that rate of production 

w i l l , of course, drop off i t , w i l l i t not?" 

Answer: "That is true. The closer the spacing, the faster 

the pressure w i l l drop o f f , and the faster the rate of production 

w i l l accordingly drop o f f . " 

"MR. SPURRIER: Mr. Greer, do you mean 52 acres per v/ell?" 

Answer: "Yes, 5̂  acres per well, per year." 

3 Do you recall giving that testimony? 

A Yes, s i r . I do. 

G. Is i t a reasonable conclusion that Indicates a relatively 

or extremely r a r i d rate of depletion? 

MR. REES-JONES: I object to that question as an attempt 
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to e l i c i t new testimony. 

MR. MACEY; The motion of Mr. Jones is sustained. 

HK. SMITH: I should l i k e to offer to the Coauaisilon that 

i f Mr. Greer t e s t i f i e d that he would have stated that is an extremely 

rapid rate of depletion. May i t please the Commission, i n view of 

the Commission's attitude and my attempt to exploit the realm of 

questions to ask this witness, i t is my considered opinion that the 

Commission w i l l not accept any testimony from the witness on the 

stand, i t is my opinion that further proceedings i n this connection 

by way oi witnesses is f u t i l e and under the circumstances, I am 

going to excuse Mr. Greer from the stand; and I am s t i l l offering 

tne tender of testimony of the other witness. But under the circuml 

stances, I think that i t is consuming time unnecessarily and not 

accomplishing the effect that I was trying to sell the Commission 

on, the idea that the argument was wrong to start with. The idea 

I haa in minu of trying to sell this Commission on the idea. 

MR. WALKER: Does anyone have any further questions to ask 

of Mr. Greer? I f not the witness may be excused. 

(Witness excused.) 

MR. WALKER: Does anyone wish to offer objection to the 

testimony given by Mr. Smith, the offers that you have made here? 

MR. SMITH: I was talking. 

MR. MACEY: You tendered the offer of testimony to this 

Commission? 

MR. SMITH: That is right. 

MR. MACEY: We refuse the offer. 

MR. SMITH: A l l right. I would l i k e to ca l l Mr. Hi l t s . 
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fi. £. H I L I 4 
having f i r s t been duly sworn, te s t i f i e d as followo; 

DIRECT EXAMINATION 

Dy iiii. mm--

Q Mr. Hi l t s , you were present when Mr. Greer testified at the 

Hearing on tne original hearing in Case 696? 

A Yes, s i r , I was. 

Q Do you recall Mr. Greer's testimony with reference to the 

amount of gas that would be made available by reason of d r i l l i n g 

an additional well upon 320 acre tract? 

A Yes, s i r . I t is my recollection that he testix'iea that the 

auuitional well d r i l l e d on a 320 acre tract would recover an addi­

tional volume of gas less than one percent of that originally in 

place. 

Q Have you made any calculations similar to those made by 

Mr. Qreer? 

MR. REES-JCKES: I object to that question. 

MR. MACEYs Sustained. 

MR. SMITH: I asked i f he made a calculation. I t Is not 

testimony yet. He is not testifying what the calculations are. 

KB. REES-JONESs My objection goes to the question. The 

record speaks for i t s e l f . The testimony is already i n . The witness 

cannot be peraitted to introduce any new testimony.Whether or not 

he made any nev calculations is immaterial. 

MR. MACEY: I sustained the objection. 

MR. SMITH: I would l i k e to state to tne Commission that 

i f Mr. Hiltz were permitted to testi f y that his answer would be 

that he made such calculations and that they conflimp.n those thst. 
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were made by Mr. Greer, using a different approach from that used 

by Mr. Greer. 

MB. STOCKMAR: We do not object to your tender of Mr. Greer 

possible testimony on the basis of the assumption that he would 

testif y in the same manner that he previously tes t i f i e d to. But 

I uo object to your tender of possible testimony of Mr. Hiltz on 

the matter to which he has not previously t e s t i f i e d . 

MR. SMITH: I have no further questions of Mr. Hiltz. 

MR. WALKER: Anyone else have any further questions of Mr. 

Hiltz? I f xiot, the witness may be excused. 

(Witness excused.) 

MR. SMITH: That is a l l for Stanolind at this time. 

MR. MACEY: Does anyone have anything further in this 

matter? 

MR. BRATTON: I would lik e to c a l l a witness, Mr. Chairman. 

£ E C £ G E J. D i i H I L 

having f i r s t been duly sworn, te&ified as follows: 

DIRECT EXAMINATION 

By BRATTON: 

^ Will you state your name, please? 

A George J. Darneille. 

Q What is the nature of your interest in this proceeding, 

Mr. Darneille? 

A I purchased what used to be the interest of Benson-Montin 

in the Gallegos Canyon Unit, and my interest is in the allowable 

that is given to each of the wells for the obvious economic factors 

involved. 

Q Do you own the working interest previously owned by Benson 
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ana Montin in the Gallegos Canyon Unit? 

A I do. 

Q What is the percentage of that i n r e l a t i o n to the t o t a l area 

i n the unit? 

MR. REES-JONESs 1 object to any further questions from t h i ; 

witness on the ground i t i s an attempt to introduce nev testimony. 

He did not even t e s t i f y i n the prior hearing In this matter. The 

most testimony that he could give would be cumulative, r e p e t i t i o n . 

MR. MACEY: The objection to that particular question Is 

sustained. 

MR. BRATTON: I offe r to the Commission that i f the witness 

were allowed to t e s t i f y , he would t e s t i f y that he owns 2,2% of the 

working interest i n the Gallegos Canyon Unit. 

Q Mr. Darneille, have you read the record i n the proceedings 

i n t h i s matter previously? 

A I have. 

Q Can you state to the Commission, Mr. Darneille, the economi< 

consequences to you of an order setting up 160 acre proration units 

i n the West Kutz Field? 

MR. REES-JONES: I must object to that question on the ground 

i t i s an attempt to e l i c i t from t h i s witness new testimony. 

MR. WALKER: I w i l l sustain the objection. 

MR. MACEY: The objection i s sustained. 

MR. BRATTON: I offer to the Commission, he would have tes­

t i f i e d i f allowed to t e s t i f y , that under the order of the Commission 

requiring 160 acre proration u n i t s , i t would be an economic loss to 

Mr. Darneille i f he f a i l e d to d r i l l wells on, additional wells, on 

tracts where there Is now located one well to 320 acres, and that i 

i l 
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would be an even greater economic loss to his i f he dr i l l e d additior 

wells to a density of 160 acres, one well to 160 acres. I have no 

further questions of Mr. Darneille in view of the Commission's 

ruling previously expressed, 

MR. WALKER: Any further questions of the witness? I f not 

the witness may be excused. 

(Witness excused.) 

MR. MACEY: Does anyone have anythiiig further i n this case? 

MR. SMITH; Apparently the other counsel are expecting some­

one to lead off on the legal argument. Do you care to hear the 

legal argument at this time? 

MR. MACEY: Is the statement that Mr. Smith made true, or i i 

everyone prepared, or w i l l they be prepared to go into legal argu­

ment at one o'clock? You have no testimony or witnesses? 

MR. KELLAHIN: In view of the state of the record, we would 

not want tc offer any witnesses. We want to present legal argument, 

I presume the proper procedure, the proponents of the application 

would have the right to open and close. We would present our 

argument following Stanolind's. 

ME. STOCKMAR: Frontier is in exactly the same position. 

MR. SMITH: I would lik e to make one inquiry. I f you are 

planning to recess at this time, I don't know i f i t is a proper 

inquiry at this time. At this time I wonder i f the Commission 

would express to me the basic reasons which motivated their setting 

the order up on 160 acres instead of }2Q acres. The reason I make 

this inquiry, that having reaa the record completely through, i t is 

my considered opinion that there is nothing in the record as i t 

HOW st&nuB t o support the 7»n a r r f i . Tinner the r. i rrnmstances f i n 

al 
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order to properly gauge ay legal argument I should lik e to know what 

the factors were that Influenced the Commission. 

MR. KELLAHIN: I object to counsel inquiring into such a 

matter. I don't feel i t is proper for anyone to inquire into the 

factors that motivated a Commission in entering an order. The 

weight given to any particular testimony and so forth, certainly 

cannot be Inquired into. The record speaks for i t s e l f . Mr. Smith 

had the opportunity to examine i t , and i f i t is his position that 

there is nothing i n there to support the oruer, i t is for him to 

present by argument, not by inquiry of the Commission and put them 

on the spot at this stage of the proceedings. 

MR. KITTS: I t is the Commission's feeling that i n seeking 

the rehearing and review of the record, the burden is upon you to 

show to the Commission where that order is invalid or unsupported 

by the evidence, and to go to any extent you wish to in reviewing 

the record and making reference to the record to show that. We 

do not feel that is a burden upon us in any mariner to give such a 

statement. 

MR. SMITH: I didn't imply or mean to imply that i t was a 

burden on the Commission. I was only making an honest inquiry so 

I could more intell i g e n t l y gauge my argument without taking a l o t o.T 

time to explore the record. I thought i t might be a proper inquiry. 

I agree i t is not to the burden of the Commission to explain their 

reasons for anything they do. 

MR. MACEY: We w i l l recess u n t i l 1:15. 
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AFTSBNOON SESSION 

KB. KACEY: The hearing w i l l come to order please. The 

Commission would lik e the record to show in this case that a l l ten­

ders of proof made this morning were rejected. There ls a question 

as to whether or not the recora w i l l show that. We wanted to clariJ 

the record in that matter. 

Mr. Smith, are you ready to proceed? 

MR. SMITH: May i t please the Commission, at the outset of 

these proceedings I stated what I considered our legal position to 

be with respect to the Statute. I do not consider i t necessary to 

repeat those arguments. I think the record is substantially clear 

as to our position so far as the authority of the Commission is eon« 

cerned respecting the order that was entered. 

At this time I should lik e to go into the record that has been 

made in this case in an attempt to point out the deficiencies with 

respect to the order that was entered insofar as i t reflects support 

for 160 acre proration unit, and to point out the strength of the 

record insofar as i t supports the 320 acres. Also I would like to 

make as strong an appeal as I can to the Commission's sense of 

fairness and equity in this matter. I have examined the several 

transcripts of testimony which have been introduced into evidence, 

and there is only on© place In the record that I see any reference 

made to the desirability of 160 acre spacing, I w i l l come to that 

later. 

I would lik e to direct the Commission's attention, however, to 

certain excerpts of the testimony from the hearing on July I H , 

1)5** which is the hearing subject to this rehearing. On page 5 of 

'y 
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the transcript you w i l l find the statement, which is unchallenged 

in the record, that at the hearing on December 19, 1950 on spacing 

In th* San Juan Basin, there was no engineering data or other evidence 

entered into the record to support spacing of 160 meres or any othei 

spacing pattern. Mr. Greer's testimony on that matter is unchallenged. 

I direct the Commission's attention to i t s records to see i f 

there is anything in there which would contradict Mr. Greer's 

testimony in that respect. The findings from which Order Ko. R-172 

was established, was the f i r s t hearing in which there was any eng­

ineering data or evidence relative to spacing presented to the 

Commission. One of the Commission's findings which appears i n Ordex 

R-172 was that the wells d r i l l e d to the Pictured C l i f f s formation 

would eff i c i e n t l y and economically drain 320 acres. At that time 

apparently the Commission f e l t that the 320 acre spacing met the 

requirements of the Statute insofar as efficient and economic 

drainage is concerned. As long as there is a proper allocation 

formula, l t is possible to have wells d r i l l e d on 320 acres, and welJs 

d r i l l e d on 160 acres ln the same source of supply which w i l l allow 

production from each well in such a fashion that the correlative 

rights would be protected and the f i e l d e f f i c i e n t l y and economically 

produced. 

We recommended certain rules with respect to the application oi 

the proratioii formula which was adopted by the Commission. I would 

like to direct the Commission's attention to the fact that applica­

tion of the rule which we have proposed w i l l not in any way take 

aw2»y any property belonging to the opponents. Those people who have 

developed their acreage on 160 acres. They have made thai investment, 

t.hpy have mnne> t h f t i r a u c t i o n , thev nave d r i l l e d the wells a t a timi 
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when no spacing orders were i n effect. They may argue, the opponents 

may argue thst they d r i l l e d their wells under one set of rules and 

they should be permitted to reap the benefits cf having d r i l l e d 

under that particular set of rules. During that period of time 

when they were making development there was also a 320 acre spacing 

rule which the Commission hsu adopted on & temporary basis, sc 

a claim of having that right vested in them by the action of the 

Commission i n i t s earlier rules, is without complete merit. They 

certainly realized that the Commission at one time thought and was 

of the opinion that 520 acres could be ef f i c i e n t l y ana economically 

drained by one well. 

We have also the proposition of perpetuation of an inequitable 

situation, By reason of having two wells, and the record w i l l 

support my statement, i t is possible under the present proration 

formula, assuming deliverabilities to be equal, that the two wells 

w i l l have twice the allowable of the one well because the one well 

can only be assigned 160 acres. I t is undisputed i n this record, 

and I challenge the opponents to point out the place where i t is 

disputed, that 320 acres aay be properly and eff i c i e n t l y drained 

by the one well. I t is undisputed in the record that there is 

continuous communication throughout this entire reservoir, that 

one well, i f given sufficient time, would drain the entire reservoijj*. 

I t naturally follows just as two ana two make four, that i f 

you have two wells producing the same amount of gas as one well, 

that i s , each individual well producing the same amount as one well, 

that twice the volume of gas w i l l be removed from the reservoir. 

Looking at the reservoir as i f i t were a bucket of water with no 

Impediment to keep the water from going to one side or the othor, 
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you siay have a imifori pressure, uniform depth of water by analogy, 
which means, of course, that we remove a l l of the additional gas, 

ana I think that the records of the Commission w i l l show there has 

been a greater volume of gas produced i n the area of Iou acre 

development than In the other area, that that being the case, that 

ga3 must come fro® somewhere arid i t is obvious to ae from a logical 

standpoint, that the continuation of the order as presently set 

up by the Commission w i l l result i n the movement or migration of 

gas froa the area developed ou 320 acres to the area that has been 

developed on 160 acres. 

In order to point up what I am talking about, referring to 

this map over here for i l l u s t r a t i o n purposes, we find a rather 

anomalous situation in this f i e l d . We find i n the Gallegos Canyon 

Unit i n the northwest part of the f i e l d , that we have development 

on 320 spacing. We have an area i n the middle of the f i e l d where 

I t i s developed on 160. We have an area i n the southeast part of 

the f i e l d which is developed on 320, and examination of the Commissi 

f i l e s with respect to the location of the wells w i l l support this 

statement. 

I might, also I might mention incident to the southern part, 

that there is quite a volume of acreage down here which has not 

been developed at a l l . There is no production at a l l from several 

sections of land reflected i n the southern part of the f i e l d . I t 

naturally follows that i f you s i t i n the middle with twice the 

allowable of a proration unit at either end of the f i e l d , you are 

playing the middle against both ends and taking the gas out. I t is 

a logical conclusion from the physical facts in this f i e l d . What 

doom tha t Mean w i t h reanect to the s l t l i s i t l r t n of t h * n*nnia -whri Ma. 
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veloped on 320 acre spacing? I t means that they are forced by 

reason of the Commissions order as i t now stands, to either let 

the gas go to the wells, say i t is not worth the investment of the 

money, or d r i l l the additional well. 

Hov, it is obvious froa a simple mathematical calculation, and 

it is supported by the r«cord, Mr. Greer1s testimony is undenied in 

that respect, that the drilling of the additional well in a par­

ticular area will result in less than one-tenth, less than one per­

cent additional gas being recovered. That Is undenied in the 

record. I t is also undenied ln the record that the average cost of 

a well Is around #17,000 to as auch as|20,000. You convert the 

reserve figures which are also reflected in the record, into the 

total volume of gas, i t is ay opinion, my calculation that you woulc 

acquire approximately $1,000 additional dollars revenue gross in 

return for drilling that additional well over your acquisition of 

gas ln a situation where you had no proration at a l l . A thousand 

dollar investment, I mean a thousand dollar return on a 117,000 

investment, I say return, I say that is the gross amount of money 

you are getting. 

It doesn't make i t economically attractive to a person to drill 

a well and i t certainly is an unnecessary well in view of the 

economic factors which are included within the Statute. 

I submit to the Commission that tha requirements of some of 

these independent operators whose testimony was preferred but 

rejected at this time, can be supported by the record as i t now 

stands by a simple analysis of the facts, to establish definitely 

that the parties are spending money for nothing. All we are asking 

1 <s thj»fc v* he given an even bpeak i n the f i e l d under the proration 
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formula. 

I would like to direct the Commission's attention to certain 

other pieces of testimony of Mr. Greeri on page Ik of the transcript 

you will find his statement, "It vould take longer, of course, for 

veils to drain gas on 320 as compared to 160 acres. Just exactly 

how much time, approximate comparison shows that i f the wells were 

not prorated, but were producing wide open, that in about a ten-

year period wells on 320 acres would produce about 90 to 95% as 

such gas as wells drilled on 160 acre spacing. Then, of course, 

in additional length of time, practically all of the gas that 

could be recovered by the 320 acre wells. If there is any proration 

or restriction in production, then the time that i t takes to produce 

the gas will be nearly the same on 160 or 320 acres." 

On page 16, the statement Mr. Greer testified, "These tests 

mean to me that wells in this area will efficiently and economically 

drain at least 320 acres per well, and that Inasmuch as two-third3 

of the field has been drilled on approximately 320 acres, that pro­

ration units of 320 acres should be established in the allocation 

of gas production." 

I might mention at that point that the Commission has precedenc 

for a situation such as that we are requesting. In southeastern 

New Mexico the Commission has established an order which established 

a 6*rO proration unit. We have an analogous situation, that the 

wells were developed prior to the time of any spacing rules or any 

proration rules, and we have allocation within each of these pro­

ration units, based on the acreage assigned to the respective wells, 

so that we have a precedent situation for our request that 320 

acres bf4 *T»t \}p a r t 4 assignment n t aores made tn aa many wei In as the 

» 
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operator cares to d r i l l . I f he thinks that two wells w i l l produce 

more gas than one well, he has the privilege to drill the two veils 

and get an allowable based on the two wells. The allowable w i l l be 

of course, by proration unit. I f he Is convinced in his own mind 

that he can get more gas that way, he can d r i l l the wells. 

We have greater f l e x i b i l i t y in the type of order we have pro­

posed than you have in the order as i t now stands. 

Page 18 of Mr, Greer's testimony, he states, "For the sase 
producing rate at abandonment, i t takes a slightly higher reservoir 

pressure on 320 acre spacing as compared to 160 acre spacing. This 

slightly higher pressure represents a small additional volume of 

gas that would not be recovered on 320 acres as compared to 160 

acres. This amount of gas, however, is quite small, being on the 

order of three-tenths to four-tenths of one percent of the total 

volume of gas, and we have found in d r i l l i n g and completing wells 

in this area that we often lose more than this three-tenths to 

four-tenths of one percent in the course of completion of the 

additional well due to the fact that the well has to be opened to 

the air while we are completing, and I believe that even more gas 

would be recovered on 320 acre spacing as compared to 160 acre 

spacing in view of the gas that would be wasted in drilling the 

second well on 320 acre tract." 

Then tne question is asked, "What about the cost of drilli n g 

an additional well on a 320 acre tract? Would the amount of the 

cost justify the additional expenditure from the standpoint of 

the o i l recovered?'1 They mean gas. 

The answer, "Definitely not, since I don't believe we would 

recover any additional volume of gas at a l l by drillin g ths second 
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veil. That is additional gas that can be saved in the market. It 

cost, oh, 418,000 to $19*000 for the average well in the entire f i e l 

and I think the additional d r i l l i n g cost would be entirely wasted, 

as well as the additional materials that I t takes to complete the 

well with," 

Hr. Greer recommended 320 acre spacing as based upon his testi­

mony. Cross examination in the transcript shows that his testimony 

was unshaken, the physical facts as to tht amount of gas that 

would be recovered undisputed. There is no testimony in the record 

that disputes i t whatsoever. I t is undisputed as to the cost of the 

well. 

Row, we find on page 33» under cros? examination: " I t is your 

testimony, as I understood I t , that in the drilli n g of additional 

wells on 320 acres, more than one well would be uneconomical?" 

nnsver: "That is correct, i t would be." 

Questions "Under those circumstances do you think that the 

man who ha» complied with Commission*s regulation and drilled 160 

could claim the same allowable the man who drilled on 320? tt 

answer: "Yes, i f we gave the 160 more than half the allowable 

than the 320 acre veil he would be recovering more per acre than 

the well drilled on 320 acres. I feel per acre recovery should be 

approximately balanced. In other words, i f he takes out more per 

acre under his 160 acres, i t is going tc have to come from under 

the 320 a«re well, I do not believe that would protect correlative 

rights." 

I think Mr. Greer is exactly right. 

..notrier question, " I believe your testimony is that i f one 

well on ;,20 acres would not recover the well, then i t would go to 

dt 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



some other well, that la migration?" 

Answer* "Yes. But that could happen on any spacing pattern. 

We could go from 320 to 160 i f that does not cure the problem." 

I might mention In that, under-drilling a well, I might mention in 

that connection there is no such thing as under-drilling a well. 

Page 36, Greer testifying on cross examination. 

Questions "Now, a well located on 320 acre tract, i f we assume 

i t is going to get twice the allowable as the well on 160 acre tract 

ls there any danger, in your opinion, of water encroachment as a 

result of the higher allowable?" 

Answers " I don't believe there is any water encroachment in thi 

field as we ordinarily think of water encroachment." 

Question: "Is there any danger of the loss of gas as a result 

of water due to high production of these wells?" 

iuiswers "Do you mean that might drown a well out such as we 

couldn't produce i t ? " 

Question: "Or trapping gas by water?" 

Answer: "No, si r , I think there is no by-passing of gas in 

trapping of gas as we ordinarily think of i t in a fiel d in which 

there is water encroachment, I believe the water that we produce 

is high connate water almost immobile connate water," 

Page 39, again I would like to direct your attention. 

question: — again Greer testifying under cross examination— 

" I am a l i t t l e confused, hov can you prevent drainage under your 

formula the wells located as they are in West Kutz i f some of the 

wells are given a double allowable?" 

Answer: "By double allowable, I suppose you are referring to 

1 "'A—r. irt una—iwal 1 r, ttaiAllL«_ f « 4 rtfi t h a n l l A U o M a n r. w> 1 fsC\ a r> v*a u o l 1 . n 
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vlding i t has the same deliverability." 

Questions "That is ri g h t . " 

Answers "So, s i r , a l l other conditions being the same, I f i t 

has twice the area allocated to the well, then i t ' s per acre with­

drawal vould be the same as the per acre withdrawal of the well on 

160." 

Cross examination,page 4-0, of Mr, Greer—Answers " I believe I 

understand what you are trying to get at. I f the distance that a 

well should drain were limited to a radius equivalent to 320 acres. 

For example, say that i s 1800 feet, then you feel i f there is a 

greater distance than 100 feet for any one well, particular radius 

of drainage, then i t could not drain i t s tract, is that what you 

are referring to?" 

Questions "well, i n effect." 

Answers "Well, s i r , wells w i l l actually drain more than 320 

acres as ve demonstrated here earlier tnis morning, I think the 

Commission recognizes the fact that any of i t s spacing orders, that 

i t is not necessary for the well's drainage to be restricted to 

that radius set up by spacing only. For instance, the Commission 

nearly always gives us a certain leeway i n locating a well on a 

tract. I f I t were, i f the production of gas and o i l were such that 

the wells would only drain that distance ana no further, then I 

think the Commission would set spacing rules which would require 

an exact center location on each well's tr a c t . That is not the 

petition," 

I might mention that in the record about that point, at pages 

4-1 and 42, Kr. Greer te s t i f i e d relative to other common sources of 

supply that were developed on a non-uniform spacing pattern sueh as 
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the West Kutz; Pool. Mr. Greer te s t i f i e d the Fuleher Kutz was an 

example. That was the only example he quoted, I think the 

Commission probably recognizes, particularly i n view of the situatit 

i n southeast New Mexico, that there are many situations where you 

have non-uniform spacing which have been recognized and recommended 

by the Commission. 

Page 51» again cross examination, Mr. Greer. 

Question: "Then, your testimony with respect to the—and your 

opinion v i t h respect to the drainage pattern which any v e i l sight 

establish, really has some element of time i n i t when you specify 

so many acres or radius of so many feet?" 

Answer: Yes, s i r , I believe I said earlier that under conditit 

of wide open flow that i t would take longer for a veil on 320 to 

produce i t s reserves than i t would a well on 160 acres, but under 

tne conditions of proration and depending upon the amount of re­

stricted production and under a proper allocation formula we could 

have depletion of tracts d r i l l e d on 160 acres at the same rate as 

depletion of tracts d r i l l e d on 320 acres. I t depends on your 

allocation formula." 

That is what we are talking about here. The allocation fonauli 

ls a l l right, but restricting the acreage under the situation here 

is going to require the d r i l l i n g of unnecessary wells. Or i n the 

alternative, the loss of gas to people who have d r i l l e d on a denser 

pattern. I might digress momentarily to point out sofise historical 

facts with respect to proration. The discovery of o i l and gas at 

the outset, we had the application of what ls known as the rule of 

capture. That rule of law has never been repudiated so far as I 

know. I t s t i l l is the law. Ths reason vou don't find «<? m n Y Cf»*«« 
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on the law of capture is that we have had established regulatory 

bodies such as the Oil Conservation Commission here. The reason for 

the establishment is in the interest of conservation of natural 

resources to avoid the excessive drawdown of wells, the failure 

to get all the oil and gas out from under the ground, and it naturaMy 

follows when you put rules and regulations into effect, it impedes 

the freedom of choice, freedom of action on the part of the 

people who are for such regulation. Instead of the application of 

the rule of capture, we have interpretations by the Commission in 

respective states, and i t is their duty, because of this abrogation 

of the rule of capture, to see to it that the parties are not put 

in a position of having their hands tied by reason of a very 

difficult economic choice or for any other reason, to the advantage 

of another person. 

That is what we talk about when we talk about correlative righUs. 

We say in this particular instance that the order as entered, which 

would require those parties having their acreage in the area de­

veloped to 320 acres, are constrained either to lose their gas or 

spend money unnecessarily, thus avoiding one of the primary duties, 

or two of the primary duties in effect of the Commission, which 

are to see to it that you give equal freedom of action, equal rules 

for all parties, and at the same time to see to it that one party 

does not have an unfair advantage. 

I say that existence or continuance of the 160 acre rule in this 

particular Instance will afford an unfair advantage to those partis:i 

who have developed tc a 160 acre density. I say further that Mr. 

Greer1s testimony in this record is undisputed, that he went to the 

parties that were developing on 160 and made available to them, but 
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prior to development, all the information that he had vhieh vas to 

the effect that on 160 acre spacing it vould he uneconomic to drill 

those wells. Those parties went ahead despite his advice and de­

veloped on 160, and the gross production according to the record 

in this case at the period of time some tvo years prior to now, 

indicated that that particular area developed on 160 acres had at 

that time produced three to four times as stuch gas as the areas 

developed on 320 acres. 

I say to the Commission, this: We are not asking this Commissi 

to go back and correct an injustice. That was our business then. 

We made our election at that time hov ve were going to develop i t . 

We had open flow at that time. We could drill our wells and produce 

thea and we had our choice at that time, since we knew that we could 

take all the gas out ve wanted to, or drill another veil. Preserva­

tion of that situation in a situation where we cannot produce our 

veils full flov alters It completely. We had as much right to be­

lieve that the Commission would protect us in our development on 

320 acres as the parties who drilled 160 acres had to expect that 

their vested rights would be protected by this Commission, and main­

tained that way by reason of restricting the size cf the proration 

on 

to 160 acres. 

Getting back to the advice Mr. Greer gave, I think he also ad­

vised then what he considered to be total production on 160. I 

think the record v i l l show that lt was something in the order of 

seven or eight-year payout, and that the total volume of gas in this 

reservoir, examination of the entire record would indicate that the 

field now is in an advanced stage of depletion considering the re-

lative short period of time within which i t has been producing. 1 
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believe that the testimony in the 1953 hearing, vhieh was read to 

the Commission earlier today, indicated that the withdrawal vas at 

the rate initially of 52 acres depletion a year. 

Applying your decline curve to that, of course, it is obvious 

that you have at the end of the first year probably around the order 

of 120 acres, 160. Applying i t on down i t is obvious that the whole 

field v i l l be depleted in the neighborhood of seven or eight years 

using the rough rule of thumb on i t . I t has been going a year and 

a half. We have lover preseure reflected at the end of the field 

than we have in the middle of the field. What does that mean? It 

means that there is an Impairment or retrogradatlon of the flow of 

the gas by reason of the fact that the structure or the sands have 

relatively low permeability and the porosity is low, although not 

quite so low, vhieh means with that drag i t takes a l i t t l e time for 

the gas to go across there. 

It obviously follows that l f the reservoir, the initial pressui 

on the order of 468 pounds, the virgin pressure in the field, which 

is undisputed, i f you go and examine now and find that a certain 

area has pressures on equivalent tests which are several pounds 

lower than elsewhere, that you have a low pressure area that is 

going to cause the gas to come on down and migrate to i t . So what, 

in effect, the essence of a l l that testimony amounts to is that by 

preserving the allocation formula on 160 acre basis, you are going 

to have that continuation of that low pressure area with a migratioi 

of gas. The result ls that the gas is being captured from elsewher* 

The Commission's duty, since they have abrogated the law of capture 

is as to as closely as possible prevent that situation. The Statut< 
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directly or Indirectly vhieh causes the drilling of unnecessary 

veils is proscribed, 

I submit that the order, as it nov stands, has the effect of 

indirectly requiring the drilling of unnecessary wells or abrogating 

the law of capture, I mean permitting the lav of capture to apply 

without the corresponding privilege on the part of the parties to 

protect themselves in an economic manner, I might point out that 

at pag€ 55 Mr. Greer testified on cross txaBinatlons 

Questions "Getting back to this drainage of the field, you 

stated before lunch that vithout respect to time, the drainage area 

of any veil, high deliverability or low deliverability ought to be 

the same again without respect to time?" 

Answers "Yes, sir, any one well in that comaon source of 

supply could eventually effect the entire reservoir." • 

Questions "You stated with respect to your interference tests 

that those test wells drained singular patterns of from five thousai 

feet to a conservative 1920 feet, as demonstrated by the test as 

you analysed it?" 

Answers "That is correct." 

Questions "Then, assuming that we have 320 acre spacing here, 

if we have two wells of substantially different deliverabilities 

offsetting each other, the high deliverability well would drain 

the lands under the low deliverability veil, would i t not, in a 

given period of time?" 

Answers "Veil, i t just depends. If the reserves under the 

respective tracts are approximately or bear approximately the same 

relation to the total reserves in the field as their respective 

a l l o c a t i o n formulas hear to the t o t a l ^ then mi** wall v i l l not d r a i n 
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the other because this just produces its own gas and although it 

produces a higher rate -

Question (interrupting) "Cn your own statement, each well woul 

be draining the same area actually, wouldn't it? Each well would 

drain the whole field i f you let it alone?" 

Answeri "If you have a proper allocation formula each well 

will Just about drain its respective tract." 

I might point out that actually application of the proration 

formula that you have now Is on straight one hundred percent acreag 

basis, everything else being equal. 

Now, page 57 under cross examination, Hr. Greer testified, 

Questioni "Leaving only the acreage factor in the formula, 

assuming equal deliverabilities, you would then have a perfectly 

fair scheme, would you not?" 

Answer t "You mean - -': 

Question (interrupting)t "320 acres gets twice as much as the 

fellow with the 160 acre reserve?" 

Answer: I definitely feel thst all other factors being the 

same such as deliverability, one well that has a deliverability of 

a million feet on a 160 acres and one well with a deliverability 

of one million feet per day on 320 acres, the well with the 320 

acres should get twice the allowable of the well on the 160 acres 

because all other factors being the same, it has twice as much 

reserves, and in entitled to twice as much allowable." 

Page 64, 65» under cross examination Mr. Greer testified, 

Question: . . . . "One other question that has been brought 

up here is the effect of drainage between wells completed on 160 

acre spacing and veils completed an 320 acre spanlngt T fcMnV 

d 

e 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



52 

have come to the conclusion that i f they had the same deliverability 

then there vould be no drainage, probably be no drainage involved?" 

Answer: "You mean i f ve give the 320 wells twice the allowable 

Question: "Twice the allowable, right?" 

Answer? "Yes, then the chances are there would be no drainage 

between tracts.n 

Question: "But I f they didn't have the same deliverability 

that would mean that, well, let's assume that the smaller tract 

had a lower deliberability - -" 

Answer: "Okay." 

Question: "- - and assuming the small tract had a lower de­

liverability with the same reserve then, they would be draining, 

wouldn't they?" 

Answer: "If that existed, of course, there would be. Of cours 

i t is my thought that ordinarily with the lower deliverability there 

is a lower reserve." 

Question: "You Just beat me to i t . So, then, you think then 

that due to the fact that the lower deliverability is also an 

indication of lower reserve that there would be no appreciable 

drainage even though the 320 acre well had twice the allowable of 

the 160 acre well?" 

Answer: "That is correct." 

Let's go into some further questions of economics. Hr. Greer 

testified at the time of his testimony that there were approximately 

83 wells in 320 acre spacing, and the same number on 160 acre 

spacing. He then testified that I f 160 acre proration units were 

established, that the operators that developed on 320 acre spacing 

would be required to d r i l l 8̂  additional wells in order to eet his 
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fair share of gas out of the reservoir at the same return. 

Greer testified that the cost of that well In the field was 

approximately $19,000. In response to redirect examination, Mr. 

Greer stated on Page 66, 

Question: , . . "If the proration order is entered 160 acre 
basis, i t would probably require or could require the other operatoj 

in tne f i e l d , that is the ones who have developed on 320 acre 

spacing to spend a $1,600,000 or a $1,500,000 in additional capital 

to protect their interest?" 

Answers "That is correct, about a million five hundred thousai 

dollars." 

Questions "Would you consider that those additional wells 

are necessary ln order to adequately get a l l the gas in tnis reserv< 

Answers "Oh, no, sir. They are definitely not needed." 

Again on cross examination, page 68, 

Questions "As I understood your testimony, correct me i f I 

am wrong, in the event the prorationing units were set at 160 acres, 

I understood you to say in order to protect the interest of the 

operators drilling on 320 acres, i t would require the drilli n g of 

83 additional wells at a cost of approximately one and a half 

million dollars, Is that correct?" 

Answers "We arrive at that by this manner. I f 320 acre wells 

are not allowed there, 320 acres In an allocation formula, then the 

160 acre wells under conditions of proration would drain gas from 

the 320 acre spaced areas. That being the case, the only recourse 

an operator would have to prevent drainage from his lands would be 

to develop the land on 160 acre spacing and to develop the entire 
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additional wells, or the expenditure of a million and a half dollar 

in order to protect correlative rights in the f i e l d , " 

At this point I would like to revert to my statement a while 

ago that I have observed only one piece of testimony that could evej 

vaguely support 160 acres. That is the testimony of Mr. Thonas 

Scott. However, Mr. Scott testified at the hearing held on Septemb* 

17j 1953$ at that time the Commission did not have before i t the 

proposition of proration. They were considering at that time only 

the question of spacing, the development of the field on the 

uniform spacing pattern. Hr. Scott attempted to justify the uni­

form development of a field and the drilli n g of additional wells on 

the old proposition of more wells, more gas, more wells, more o i l , 

which proposition, 1 think the Commission is thoroughly conversant 

with, having discussed i t i n other cases at great lengths. 

1 should like to point out to the Commission that Mr. Scott's 

testimony did not stand up very well under cross examination. We 

find, for instance, that he says to get additional 12£$ of gas as 

a result of drilling the additional well. By cross examination he 

was led into the proposition, why not 80 acres and get another 

12t>. tie finally made the statement of bringing i t down to one 

acre. I think i t is an easy matter of mathematical calculation 

that that result leads to the idea that you get more gas out than 

you had to start up, You can't get out 12%% and expect to wind up 

with 100^ as you get into units on down* 

I put that before the Commission because, in the f i r s t place, 

I don't consider his testimony to have any substantial facts, i t 

was an expression of an opinion on the part of a man who is 

attemptlnf to Justify his position and was trjspri«rt In f.h« f1 Nation 
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I just discussed, but I would l i k e to point out to the Commission 

that at the time Mr. Scott was an adverse witness. 

He definitely t e s t i f i e d that there was drainage froa the 

Gallegos Canyon Pool into the middle of the f i e l d under conditions 

of open flow. I think that the testimony i n this record is undis­

puted with the limitation of the flow. By dividing the market 

among3t the wells that exist i n the f i e l d i t becomes obvious that 

the rate of migration, which is another way of saying that the 

stabilization of the reservoir ia going to be accelerated, i t just 

naturally follows with the fact that you have additional volumes 

of gas coming out of the holes i n the ground, everything else being 

e qua!. 

So what Mr. Scott*s testimony boils down to is a simple expres­

sion of a personal opinion unsupported by any facts of any credible 

l n connection with a spacing order which contemplated open flow 

production. At that time, at that hearing, i n order to meet possib: 

statements cade by opposing counsel, Mr. Greer was asked the questic 

whether or not or what steps were being taken to protect against 

that condition. At that time Mr. Greer indicated that there would 

be a buffer row of wells put across i n the f i e l d immediately north-

vest of the area developed to 160 acres. The buffer wells to be 

developed on 160 acre spacing. The Gallegos Canyon Unit being 

operated the same as one lease would result i n no offset drainage 

insofar as the owners of properties northwest of that line would 

be concerned. 

Mr, Greer's entire proposition was thoroughly explained in the 

hearing that occurred i n July. In connection with the proration 

hearing, inquiries made of him as to whether or not the same buffer 
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veils wouldn't afford the s&ae protection as he testified to vith 

respect to the early hearing, he stated that it vas all right as 

long as you could produce your wells into the line and you didn't 

have restrictions or division of the market amongst the respective 

producers in the field* Once you did that, that you had the 

acceleration of migration that we are talking about into the area. 

Thus the inevitable conclusion is that ve do not know what Hr. 

Scott's testimony vould have been with respect to prorationing, 

Particularly hov his testimony vould have been vith respect to pro­

ration if he had been here subject to cross examination. He did 

not appear at the proration hearing. I assume, I don't know vhether 

he made a statement or not, as far as that is concerned. I assume 

if he made no statement that his contentions for 160 acres may 

have been satisfied i f the proper proration formula had been 

issued for 320 acres. I don't know. He may s t i l l have the same 

ideas, but at least Mr. Scott didn't appear at that hearing. 

I should like to state to the Commission that we have here 

perhaps in a frank analysis of the situation, a conflict of special 

interests. It is a matter for the Commission to resolve as to what 

ls the fair and equitable way to see to it that the respective 

parties come out even. I submit that the fact that the parties 

who have developed the acreage on 160 acres have had that advantage 

for a period of a year and & half or two years, that the gas, i t 

is undenied, has migrated during that period of timej that they hav< 

had some large slice of cake already. I think a reasonable com­

promise on this matter would be for the Commission to put the partl« 

on the same basis now. 

We are not asking that the Commission eo back and stive us com-
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pensation for the gas that has already been drained. We want an 

opportunity to get what gas is left on the same basis as the parties 

who developed on 160 acres, without the necessity of our going out 

and spending our share of one million and a half dollars. That is 

all I have to say at this time, may it please the Commission. 

MR. BRATTON: Mr. Chairman, I didn't come here this morning 

to get into a big legal argument over evidence, but I managed to 

get into one. I didn't come here this afternoon to make a speech 

and I am not going to make one. I do wish to state on behalf of 

Mr. Darneille that we support strongly Mr. Smith's excellent and 

excisive analysis of the testimony heretofore given in this cause. 

I speak for Mr. Darneille, who has, I aa confident, the largest 

economic interest in this matter of anybody in the room, or probably 

in the area. He has come a long way and I am not going to make a 

speech on his behalf. He has come a long way to talk to this 

Commission and I would like at this time to ask permission for Mr. 

Darneille to address the Commission and make a few remarks on this 

matter. 

MR. MACEY: Okay, 

MR. DARNEILLE: Gentlemen, my position vas pretty clearly 

stated by Mr. Smith, but I don't think he quite dramatized i t enough 

because I am not a developer. I went in and bought an interest in s 

pool, that bucket of water that he was talking about, and I paid 

so much money for that, predicated upon reservoirs that could be 

measured,In which engineers said could be adequately drained and 

exploited with one well drilled to every 320 acres. Mow, the effect 

of the Commission's ruling is that either someone else gets part 

of this reserve ** th**" I bright, *">r frba* T -in anri dr-m 
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wells to protect myself from that drainage. 

If I do that there is absolutely no conceivable way that I can 

get that money back. I aa not quite like Stanolind, I can't talk 

about the gross recovery on that well v i l l be #1,000. I have to 

talk about the fact that i f I spend the money on that additional 

well, that before I recapture my investment that well v i l l have 

created a complete loss to ae, because I must pay for money ^ust 

like I pay for pipe or any other thing that goes into any one of 

these veils. I t is ^ust very simply this, that i f the Commission's 

ruling stands, I am only being peraitted to produce on a basis of 

having half the reservoir that I thought I bought, and that I 

thought I bought on good engineering principles. Somebody else is 

getting the advantage of that because they are going to get that 

gas. Something that becomes, that was to me a good investment, 

becomes a net loss. 

Whereas I believed, and I was led to believe, that the 

Commission and the statutes vera such that my rights to those reser­

voirs vould be protected and that I vould certainly not be required 

by the action of Hew Mexico or its Commission to d r i l l veils that 

can shov absolutely no financial return to me, because I am not 

going to get one more dollar out of that reservoir i f I d r i l l that 

well than i f I didn't d r i l l the well. That seems to be what a l l 

this testimony shows. 

So I am faced with the peculiar proposition that the Commissior 

order says that I can only have half the produc tion out of that 

reservoir as the man who has drilled 160 acres $ to protect myself 

I have to d r i l l another well and I can't make five cents by drlllini 

that Qth«?r Wfll1 , *"h* nnly thing T nan do I s surrender to the 
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proposition that I have to let the other people have part of ay 

gas. I don't think that that is the intent of the Commission. I 

think the intent of the Commission is to see that everyone gets 

their fair share of this situation. 

I think Mr. Smith has stated a l l of that, and I may be being 

redundant in saying what I am now saying, but as near as I can 

analyze i t , there is no way that I can spend five cents to protect 

myself froa being drained and h&Y$ a chance of getting that five 

cents back. I think that ls a l l . 

ME. GRANVILLEt E. E. Granville. This is a statement by 

the British American Oil Producing Company. We own a 50% working 

interest in eight wells in the West Kutz-Pictured Cliffs Pool. 

We have studied the testimony presented at the various hearings on 

this pool and are familiar with the conditions and problems that 

exist. We believe i t has been proved beyond reasonable doubt that 

320 acres in this pool w i l l be efficiently and economically depleted 

by one well. The present proration formula seems fair and equitable 

except that i t should provide for 320 acre proration units instead 

of 160 acre units. With 320 acre units each operator would have a 

fair chance to produce his equitable share of recoverable gas re­

serves. Otherwise economic loss w i l l result from the dri l l i n g of j 

unnecessary wells caused by 160 acre spacing. 

Therefore, we urge that the formula for proration in this pool 

be changed by substituting 320 in place of 160 in determining acreage 

factor. 

MR. HOWELLt Ben Howell, representing El Paso Natural Gas 

Company. I f i t please the Commission, we are in the position 

probably the unenviable position of having some wells which ve ex-
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pect to acquire and have acquired on 160 acres, and some which we 

have acquired and expect to acquire on 320 acres. So that insofar t 

the proration rule thst aay be adopted as a result of this rehearing 

i t v i l l probably affect us as much one way as i t does the other vay, 

but ve do have a definite belief as to what Is the better rule to b« 

adopted, and we are anxious to make this statement that we think th« 

the 320 acre spacing is preferable for the proration units. 

I should say 320 proration units, because i t does permit the 

flexibility of the individual who desires to d r i l l a second veil to 

do so. The operator who desires to d r i l l that second well on 160 

acres may do so. At the same time the operator who desires to 

develop on 320 acres under the record in this case v i l l certainly 

recover and receive hi3 fair share of the gas, the recoverable re­

serves, under his acreage and under the record as made in this case, 

and we believe i t is a correct record and we believe those are the 

facts. Under those circumstances, unless the area that is developed 

on the 320 acre spacing gets an allowable on a 320 acre basis, there 

v i l l be drainage from that area. Thank you. 

MR. MACEYi Mr. Stockmar. 

MR. STOCKMARi On behalf of Frontier Refining Company. 

There is only so much gas in this reservoir and ve have to divide 

l t up on some basis that is fair and equitable. I think that is the 

undertaking of a l l of us. Every scrap of argument that has been 

made, every scrap of expert testimony in this case presented by the 

proponents for the 320 proration unit, seems to be based on a con­

clusion that those drilling on 160 acre locations are stealing gas, 

draining gas from those who d r i l l on the other locations. That 

seems to be the foundation for the arguments that are beins made. 

s 
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It ia our considered opinion that the facts which have been presentc 

here and which are uneontroverted, deny that particular foundation. 

We believe that the Commission has previously considered the uneon­

troverted facts in the situation and has arrived at the formula, 

although we are not in entire accord with i t , has arrived at a 

formula which on 160 acre proration units, does equitably distribute 

the production. These uneontroverted facts that I am talking about 

are Items of information which have been gained from various tests 

and production records and things of that nature. To me, and I 

believe to any engineer, all that those facts provide is a basis 

upon which he, in considering a gas reservoir, can match it up to 

his own considerations of time of payout and other economic consid­

erations. 

The interference teste which have been run here and were fully 

disclosed in the testimony, to me only indicate that we have a 

connected reservoir. Other uneontroverted facts Indicate that the 

reservoir we have is not a perfectly connected—you engineers say 

uniform and isotropic reservoir, with high permeabilities, permittii 

the free flow. The uneontroverted facts indicate that we have a 

low permeability reservoir and a reservoir which has characteristic! 

that are extremely variable frora location to location and from area 

to area in the field, 

I can't subscribe in my own thinking to the argument proposed 

here, even on the basis of a very highly permeable reservoir where 

deliverabilities are the same throughout and pressure equalization 

will take place instantaneously. It ia our belief that the inclusl 

of the very formula of the very substantial deliverable factor has 

already tak?" 1 n t« af.flnunt the things which the proponents of 320 

d 
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acres are complaining of. 

Those uneontroverted facts, as such, do provide a basis for 

opinion evidence. The testimony which has been called to your at­

tention here, the testimony given, Is opinion evidence based on thos 

uneontroverted facts. As I think we must a l l recognize with respect 

to a gas reservoir, those opinions have no particular validity un­

less they are viewed in the lig h t of some particular economic con­

siderations. Those opinions given by proponents for 320 acre 

proration are opinions which reflect their consideration of their 

own economic considerations. Their own desired time for pay out. 

Their own desired return on their dollar. 

Ve have other economic considerations i n our area. I thorough] 

enjoyed Mr. iSmith's comment that a well cannot be undrilled. 

The talk which we have had here, I am sorry i have forgotten your 

name here, the talk we have had on getting the money back is a 

very real problem to those who have already spent their money. 

I t is my belief that the Commission need not accept the 

opinions of expert witnesses when I t i s clear that those opinions 

are a reflection of their individual economic considerations. I t 

can weigh those opinions. I t can weigh the effects of those econ­

omic considerations, but i t must also view other economic eonsiderat 

and arrive at those which are f a i r and equitable for the entire 

f i e l d . We believe that you have previously, i n giving the order, 

done just that and by giving as much weight to deliverability as was 

done i n the existing formula, f u l l credit has been given to any 

drainage possibilities and so forth. There has been a f u l l hearing 

here on the natter of spacing and subsequently on the matter of 

proration. I t seems to me that there has been no real i s t i c showing 

e 
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of any reason for distinguishing between proration units and apacini 

units. 

I f a t r i a l period was granted and terminated as not having 

established that 320 acre spacing was appropriate, i t seems to me 

very clear that the proponents of 320 proration units have the f u l l 

burden in establishing a clear preponderance of evidence and not 

just opinions baaed on their own economic considerations, but of 

evidence which shows that a l l of the statutory requirements w i l l be 

satisfactorily met by 320 acre proration. I say that their own 

evidence when viewed and appraised i n the l i g h t that the Commission 

must appraise i t i s adequate support for your finding that 160 

acre proration -units w i l l meet the requirements of the Statute and 

w i l l equitably distribute the gas which is being produced. 

MR. KELLAHINi I f i t please the Coaasission, the Commission 

has heard thii- case at great length, and I certainly ao not want to 

repeat many of the statements which have been made at previous 

hearings. In part i t w i l l be necessary for me to cover some of the 

ground which we have already covered. I would l i k e to point out, 

however, that the application i n this case f i l e d by Stanolind for 

rehearing, assumes that there was some burden upon the proponents 

of 160 acre proration units to support those units. 

Now, i n my opinion, that burden was rather upon Stanolind and 

the proponents of 320 acre units. The Commiseion well knows that 

there has been several hearings in regard to this matter, and the 

f i r s t being th© general adoption of 160 acre spacing in the north­

western area of New Mexico, at which Mr. Smith has pointed out thert 

was no testimony. I t was the rule of thumb adopted to insure some 

orderly development. Subsequent to that, the operators of the 
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Gallegos Canyon Unit cam© into this Commission and asked for 320 

acre spacing in the Gallegos Canyon Unit, vhieh constitutes the 

north half of this pool. The Commission granted that on a one year 

temporary basis, and upon return to the Commission with a request 

to have that order made permanent, they failed to carry their burdei 

of proof with sufficient force to convince this Commission that was 

a proper spacing pattern, ana the Commission refused to renew the 

order. 

The entire pool thereupon reverted to 160 acre ^spacing. They 

did not see f i t to take an appeal fro© that order. They now contea* 

that there is some testimony in the recora to support i t . They 

certainly had every opportunity to seek a rehearing, and i f need 

be, a court appeal, but they dia not follow i t . They abiaec by i t 

at least to the extent of taking no further action. When they 

proceeded to d r i l l on loO acre spacing, I do not know now. Then 

they came up with that situation in existence with an application 

for proration, in effect the Commission had already said that one 

well would eff i c i e n t l y and economically arain 160 acres as a result 

of i t s spacing order. 

Before going into that to any extent, I would like to reaa 

briefly fro© the statutes,with which the Commission i s , of course, 

familiar; but the ores which Mr. Smith reaa this morning I think 

should bo fresh i n our minds, ana that is the f i r s t one, Section 

u5-3-10, covering the power of the Commission to prevent waste aria 

protect correlative rights, which readsj "The Commission is hereby 

empowered, and i t i i i i t s duty, to prevent the waste prohibited by 

this act ana protect correlative rights". . . . 

When tn«y sta r t e d c r e s t i n g » p r o r a t i o n u n i t , or taking any 

I 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



15 
other acts affecting an operator, i t is effective upon them to 

perform that duty imposed upon them by the statute. 

Nov then, under the section quoted earlier, 65-3-13 of the 1953 

compilation regarding the allocation of production in the f i e l d or 

pool, the Statute reads i n part, H I r * protecting correlative rights, 

the Commission might give equitable consideration to acreage, 

pressure, open flow, porosity, permeability, deliverability and 

quality of the gas and to such other pertinent factors as may from 

time to time exist, and insofar as Is practicable, shall prevent 

drainage between producing tracts i n a pool which is not equalized 

There are many factors In this particular case which the 

Commission must, under those terms of the Statute consider among 

those being the factors which Mr. Stockmar has just pointed out in 

regard to a fact that the substantial part of the pool was d r i l l e d 

ana developed on 160 acre spacing under a valid and existing order 

of this Commission, and without any questions i n the minds of 

the operators at that time, but what their rights likewise would be 

protected. They invested their money and have every right to expect 

this Commission to protect them. 

Now, under Section 65-3-l5(b), governing the allocation of 

production and spacing regulations I do not need to read to this 

Commission, they are familiar with i t . I do want to emphasize the 

point that the proration unit be that which can be eff i c i e n t l y and 

economically drained by one well. 

Now, in considering what can be effici e n t l y and economically 

drained by one well, the Statute does not mean the area which one 

well w i l l drain. The testimony in the record on the part of Mr. 
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Sreer was the effect that one well would Urain the entire pool. Ho 

Dne would argue that would be efficient and economical. The questio; 

then boils down to just what is efficient and economic. The propo­

nents of 160 acre spacing and proration units in this pool certainly 

are good men of good judgment, ana they considered i t economic ana 

good judgment on that practice, and they expected to get a payout 

Dn the wells, and they are getting a payout on the wells under the 

present proration period. I f i t is changed the payout would be 

greatly prolonged and to their detriment. 

The man who has dr i l l e d on 320 has no more investment as to 

his well ccstis than those who nave d r i l l e d on 160 acres. There is 

some argument, of course, i n regard to whether the Commission has 

Ecade a determination by i t s spacing order to the effect that one 

well w i l l e f f i c i e n t l y and economically drain 160 acres. I would 

like to cite the Commission to the case of Humble Oil and Refining 

Company versus Bennett, found i n lk$ Southwestern Second on Page 

220 under the provision of Rule 37 of the Texas Railroad Commission, 

which, as you are familiar, is a spacing regulation. We had a 

similar situation there i n that an applicant was seeking an unortho­

dox unit consisting of ten and seven-tenths acres, whereas the 

spacing regulations under Bule 37 *»'as ten acres. He was opposed 

bv those who had d r i l l e d on adjacent terr i t o r y in a spacing pattern 

of twenty acres. They contended, and offered testimony tending to 

show that one well would drain twenty acres of land. The court, in 

reviewing the case, had this to say. I t said sueh a spacing fore-

implies a finding by the Commission that a well would drain ten 

acres instead of twenty. The Commission has made i t s determination 

as to spacing. I t has now made the determination as to proration 
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unit, and we feel i t is the correct determination, and we would 

certainly oppose any effort to Increase that to 320 acres. 

There is considerable testimony i n the record despite the con­

tentions that have been made, which w i l l support 160 proration unit 

The proponents of 320 are refuted by their own argument i n that thej 

have contended from the beginning that the best available index of 

reserves to be presented i n this case is the deliverability of the 

well. At one stage, as I understand the record, they said there wa$ 

a direct relationship. At another they said, no, there wasn't a 

direct relationship, but nearly direct relationship. In any event, 

they do contend th^re is a relationship between reserves and de­

l i v e r a b i l i t y . The record clearly shows both as by testimony from 

Kr. Crum on cross examination of hr. Greer, and by exhibits which 

were offered showing the I . p. on numberous wells, that we have a 

situation i n the West Kutz where the deliverability of a well on 

160 acre unit may be far exceeded by the deliverability on wells on 

immediately adjacent units. 

In other words, you could have a well of extremely low deliver! 

a b i l i t y sandwiched in between two wells of high deliverability. 

Those wno have d r i l l e d and developed their acreage on 160 acres 

have spent their money, and to the extent of their 160 acres, have 

proved their reserves. I f deliverability is any measure of the 

reserves, then certainly i t cannot be contended that one well 

d r i l l e d on 320 acres reflects the reserves on the entire 320 acre 

tract. 

The evidence i n the record is directly contrary to that. The 

evidence i n the record shows that i t may well be considerably less 

or considerably more under the 320 acre tract i f the additional wei] 
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is d r i l l e d . On cross examination, as I recall, Hr. Greer said that 

is true, you have the same situation on .0 acres or M) or 20, and 

I am Inclined to agree v i t h him. But the point we are arguing here 

now is not whether we are going to go down to one acre spacing. 

The point i s , are ve going to aggravate that situation by increasing 

the size of the units to 320 whereas we feel that one well on 160 

acre units w i l l e f f i c i e n t l y and economically drain that unit. 

Mr. stockmar has covered the economic aspects of this better 

than I have. I want to adopt his statement i n that connection. 

The whole thing we are concerned with is that is the wide variation 

of permeability in the policy and the vide variation in deliver­

a b i l i t i e s and certainly you can't say that 320 acre units are 

Justified in this case. 

In connection with their arguing that sn order of 160 acres 

would require the d r i l l i n g of unnecessary wells refutes? their 

argument in regard to the d r i l l i n g patterns whieh they, in the priof 

cases as Mr, Smith pointed out, the testimony showed that this so-

called buffer zone would protect themselves against drainage. I t 

is a l i t t l e b i t d i f f i c u l t for me to understand how the buffer zone 

dr i l l e d immediately adjacent to the 160 acre spaced unit i n the 

south end of the Gallegos Canyon Unit could adequately protect the 

Gallegos Canyon Unit against drainage under open flow, when theor­

etically you had twice as many wells to the south than you had to 

the north. As was pointed out in that and in this present case, th£ 

pipeline connections themselves had a considerable bearing on the 

situation at that time. 

This question of drainage pattern which is presented in the 

record, I believe the record w i l l reflect under the proposal of the 
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320 acres, one well would not necessarily capture the gas under i t s 

own tract but would double that granted to 160 acre tract. That 

situation would be further aggravated. The record clearly reflects 

that 160 acres is a justifiable proration unit. I don't think i t 

is necessary for anybody tc get up and in so many words say this 

and this and thst factor supports 160 acres. After a l l , we are 

appearing before an expert Comir.ission, a body which Is able to 

receive testimony and evaluate i t for i t s e l f , and that is i t s duty. 

The testimony is In the record. The evaluation has been made. The 

Commission has adopted i t s order, and we think i t is sustained one 

hundred percent by the record. 

MB. KACEYj We w i l l take a short recess. 

(Reces?.) 

MR. MACEY: Does anyone have anything further in Case 69o? 

KB. EEES-JONES* Following Mr. Bratton's example, I don't 

believe I want to make a speech. However, on behalf of New Mexico 

Western Cil and Gas Company, I would lik e to adopt the well-reasonec 

anci forcefully presented cases given by Mr. Kellahin and Kr. 

Stockmar. 

MP. MACEY: Does anyone have anything further in Cf.se 696? 

KR. GREIMERi A. S. Greiner on behalf of Southern Union Gas 

Company. This is a matter in whieh Southern Union Gas Company is 

not directly interested as * producer. We are connected to several 

veils i n the f i e l d , and as a purchaser, line purchaser, biit do not 

have any working interest in the f i e l d s . Nevertheless, this is a 

natter in vhieh ve arc much interested because of our feeling as a 

pipeline purchaser, and a producer in other areas, thet I t is not 

for the best Interest of the State and i t s people when unnecessary 
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•ells are drilled in any area, and unnecessary pipelines aust be 

built to connect those wells, which ln the end must be paid for 

by the rate payers. 

I therefore wish to express Southern Union Gas Company as being 

in accord with the views heretofore expressed by Hr. Smith i n favor 

of a 320 acre proration unit for the West Kutz Field. Sow, i f I may, 

I would l i k e to point out what seems to me the rather clear tenor 

of the arguments that have been presented on the opposite side of 

this matter. First of a l l , i t seems to me that the proponents of 

the 160 acre rule are faced with this dilemma that either there is 

or i s not drainage occurring at this time toward the 160 acre area 

from tne 320 acre area. I f there is drainage, then 160 acre area 

ls draining the 320 acre area. I f there is not drainage between 

the two, i t can't make any difference to the 160 area people what 

the 320 acre area people are doing because i t can have no effect 

on them. I t seems to me that this may f a i r l y be characterized as a 

Hdog in the manger" situation. We have these 160 acre people who 

have spent their money and they are a l l d r i l l e d up on 160 acre basi3, 

and they say to the 320 acre people, "Well, a l l right, we don't have 

any objection to your getting an equal allowable for your tracts. 

Make them cn the same footing as our own, take out just as much as 

we are taking, but, by God, we are not going to l e t you get away 

with i t without spending twice as much money as you have spent 

already." 

What is the expenditure of that money going to benefit the 

luO acre crowd? I t wouldn't help them a bit unless they are in the 

d r i l l i n g business or i n the pipe business or in some other business 

that w i l l enable them to pr o f i t out of this deal i n some fashion by 
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selling something to them incident to the d r i l l i n g of the wells. 

They won't be a nickel farther ahead for i t . A l l they w i l l have 

had is the satisfaction of seeing some other people double their 

investment in this thing to catch up and be even. I f that is not a 

"aog in the manger" situation, I have never seen one. 

We nave had much talk about uneontroverted facts, but we have 

also had some expert witnesses. I f this Commission didn't think 

expert witnesses were a good thing, I don't think i t would conduct 

i t s business as i t has over the years. Most of the decisions of 

the Commission have been made upon the principles expressed by 

expert witnesses. Merely to say there are a l o t of facts and un­

eontroverted facts in the Commission's f i l e s , tests, production 

reports, and so on, well logs and so on and so forth , cannot take 

away from the proposition very ably brought out by Mr. Smith, that 

of the people who sought to Interpret that basic data, a l l of them, 

with the one minor exception that he mentioned in a collateral 

matter, expressed the opinion that a well i n this f i e l d w i l l adequa' 

ana ef f i c i e n t l y drain 320 acres. I think I t is also f a i r l y clear 

that Section 13B of the Act is looking not toward the smallest area 

that may be eff i c i e n t l y and economically drained, but rather toward 

the largest so long as i t does not do violence to some of the other 

standards that are set up i n that particular Section of the Statute 

Thus, merely saying that there are a l o t of other uncontrovert* 

facts in the record just doesn't prove anything. The proof of the 

puuaing is in the eating. You have to have an Informed man to 

Interpret the facts to this Commission, as the Commission is going 

to interpret them themselves, ana i t i s the expert opinion upon 

whieh the Commission must necessarily rely. 

;ely 
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Ir. other words, there must he no need for the hearing at a l l . 

We might as well go on the basis of their records and forget the 

expert witness. I strongly urge th<? Commission on behalf of my 

company, to naopt the proposal as set forth by Stanolind in its 

application, that the present order be amended to make 320 acre the 

basis of the proration unit in the West Kutz Field. 

MR. MACEYt Does anyone else have anything further'. 

KB. SMITH* May l t please the Commission, since we are 

applicants in the case and Mr. Kellahin has stated that we should 

perhaps have the right to reply, I do have a few remarks I would 

like to make. I listened carefully to the analysis of Mr. Stockmar 

and Mr. Kellahin, because I asked them during my opening statement 

to point to the record, some point, some piece of testimony, some 

evidence which affirmatively supported 160 acre spacing. I didn't 

hear a reply. I heard some generalities. I heard some remarks 

made. 

I might state also that Mr. Kellahin and Mr. Stockmar were bott 

here during the proceedings. They had access to the same infonaatie 

that we had upon which our expert witnesses based their conclusions* 

I am satisfied that their companies, or the people they represent, 

are fully able to employ expert witnesses, and I believe that Mr. 

Stockmar, this morning, said he had a witness here who could testify 

Yet at no time, at no time in these proceedings have either Mr. 

Stockmar or Mr. Kellahin on behalf of their clients submitted a 

single witness for the purpose of supporting 160 acre spacing. I 

point to that because i t is a well accepted principle of law that 

failure to produce evidence in the face of other evidence which is 

undisputed and unchallenged is an admission on the part of the 

. 
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parties that they can't get that evidence. 

I submit that the uneontroverted ©vidence in this case supports 

the 320 acres. I have heard nothing to aay anything to the con­

trary. Mr. Kellahin's statement that ths Commission is an expert 

body that can drav i t s own conclusions is nothing that I accept 

as being probably true, but i t overlooks completely ths proposition 

that i t is a fundamental proposition of administrative law that 

the action of the Commission must be based on evidence. We are a l l 

familiar with the substantial evidence rule, and i t is perfectly 

true that the Commission may have and say take judicial notice of 

certain facts, but we are not privileged to c a l l the members of the 

Commission to the stand to cross examine them, and the courts say 

that the Commission must have before i t the facts on which they drew 

their conclusions, so that we can determine whether or not there 

were facts in applying the substantial evidence rule. I f there are 

facts of credib i l i t y of any substance at a l l we don't weight the 

evidence, we affirm what the Commission has done. There must be 

facts there. 

I say that so far as this particular record is concerned, there 

are no facts to support 160 acres. I challenge them to point to the 

record, to point i t out, and I f a i l tc hear any reference to the 

contrary. You say recall that I pointed to the specific pages i n 

the transcript i n &y opening statement which supported 320 acres. 

I even went so far as to meet the proposition that there was some 

shadow of evidence i n the record and discussed that in detail. I 

think in view of the fact that they failed to comment other than 

just to, I ion't think they commented at a l l on the proposition of 

Mr. Scott's testimony t h a t t h t y accepted mv statement t o be true 
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that i t vas just a vague generalisation on his part and did not 

constitute any testimony, particularly ln view of the .fact that on 

cros? examination his basic facts were thoroughly put to flight. 

I disagree with Mr. Stockmar that we are contending that gas 

is being stolen. I think perhaps Mr. Stockmar didn't fully under­

stand ay analysis when I put out my distinction between the law of 

capture and the duties of the Commission which regulate these mattei 

to accept a rule of fair play, the protection of correlative rights 

so as to protect capture to be taken away from soseone while someoru 

is holding his hands behind his back. 

I submit that we are not saying that gas is being stolen. We 

are saying, i f the Commission adopts the 160 acres, that their 

action in this respect w i l l be arbitrary and capricious and without 

foundation in the record, and that i t w i l l net be a stealing of our 

gas at a l l . I t w i l l just be a taking of property without due procej 

of law. That is what i t amounts to. The fundamental facts with 

respect to drainage are unchallenged. Mr. Stockmar even-pointed 

them out in his statement that we have a continuous reservoir, that 

i t has been on a uniform reservoir, but there is communication 

throughout i t , that there is a probability, not only a probability, 

but an absolute fact in my opinion, that there Is drainage under 

existing proration rules which would require our protection, going 

back to the law of capture that we d r i l l these wells. 

The testimony is undisputed from a legal fact basis that the 

percentage of gas that w i l l be received in addition by reason of 

drilling the additional wells, ls of an insignificant order, less 

than one percent, which certainly makes the d r i l l i n g of that well 

unnecessary in order to get that gas out. Particularly in view of 

•s 

; 

iS 

ADA DEARNLEY & ASSOCIATES 
STENOTYPE REPORTERS 

ALBUQUERQUE, NEW MEXICO 
TELEPHONE 3-6691 



75 
the undisputed testimony of Mr. Greer that less than one percent 

w i l l be dissipated i n the d r i l l i n g of the well by reason of i t s 

being open to the air during the period of time i t is being completed 

I think he went so far as to say there might be a waste of gas 

because more than the three-tenths to four-tenths of one percent 

would be blown off to the air and not put to any beneficial use. 

With respect to the burden of proof referred to by Mr. Reliably, 

he attempts to put upon Stanolind the burden of proving 320 acres. 

A3 I view a Cos&issio^s proceedings, there is no such thing as a 
burden of proof as is known in a court of law. I t is the advance­

ment by the proponent of certain ideas, certain facts, certain 

evidence on which an equilateral basis the Commission draws i t s 

own conclusion. 

Going back tc my original proposition that there must be 

evidence, I say that anyone who Is contending for a particular 

situation, anyone who advances a particular proposition, has the 

burden of supporting I t by evidence, otherwise the Commission has 

no evidence before i t from which i t may draw i t s conclusion.s 

Mr. Kellahin seems to intimate from our failure to appeal the 

action of the Commission and revoking the temporary order for 320 

acre spacing, to be acquisition on our part to 320 acre spacing. 

At that time the Commission may recall there was no gas prorationing* 

Y/e didn't appeal the matter for reasons of our own, which are of 

no concern to the Commission, but I would l i k e to state to the 

Commission definitely and unequivocally, we didn't believe that was 

a proper order to be entered. Our best evidence of that is the fact 

that we are here toaay making the contention that 320 acre proratiot 

units an entirely different matter Is the proper one i n this respect 
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to aiake tha order of the Commission comply with tne Statutes. The 

fundamental proposition of this case, I think, has been well stated 

by Mr. Greiner. I t is the question of who is going to get an ad­

vantage, and I would l i k e to state here that we are not attempting 

to get an advantage. just want to get an even break. The 

advantage has already been had. The people who d r i l l e d the f i e l d 

bo 160 acres, I think, the testimony i s indisputed, ami in the 

answering arguments i t was denied, have produced volumes of gas 

greatly in excess of that produced by the areas on 320 acre develop­

ment . 

I say again that ve are not asking any restoration of that 

lost gas. Mo are just asking that the Commission from now on put 

this proration, put this f i e l d on an equal basis so that each of 

the parties can get their f a i r share of the recoverable gas that 

is now l e f t . I think a simple analysis of the figures i n here w i l l 

indicate to the Coauaission that i n the year and a half that f i e l d 

has been producing, there is approximately, there has been approxi­

mately t h i r t y percent of the recoverable reserves already produced. 

Certainly a f a i r compromise on this matter would be to put us i n an 

equal position now. I say they have haa their advantage. We are 

not going to ask them to give i t back to us. We just want to have 

the thing put on equal basis now. 

Now, with respect to the case that Mr. Kellahin cit-3d, I guess 

that Mr. Kellahin isn't quite as familiar with the Texas Statutes 

as I may be, because the Texas Statutes have nothing i n them whatso« 

ever with respect to economics insofar as proration is concerned. 

I t is altogether on a baois of physical waate. The Texas Court of 

Civ31 jjpp^tfls, T fl»«*t ration the case right now, but I can supply 

• 
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i t , has held i f a person has a tract of land upon which there is 

no well, no matter how small i t may be, and i t is being offset by 

other tracts of land with wells upon them, a much larger area, then 

that person is entitled as a matter of law to have his one well. T: 

doesn't make any difference about economics whatsoever. The Rule 

37 he is talking about is the spacing rule in Texas which has to do 

vith the spacing cf wells on a state-wide basis . Twenty acres is 

your state-wide rule in Texas. Rule 37 is the modus operandi 

whereby the Commission follows the rule of law, I am talking about, 

so far as granting to a person his constitutional right to recover 

the o i l and gas under his place. 

The Commission rias established several rules which have been 

supported by the court in connection with P.uie 37 sueh as in the 

iiast Texas Field they have a rule of thumb that you can't d r i l l to 

a closer density of five acres despite the density of that East 

Texas Field. You can't get any closer than five acres. The Courts 

have held in their administrative discretion that despite the fact 

of the rule of law as I have stated earlier, they have other f r i l l s 

on Rule 37 that I need not go into at this time which I could point 

out to the Commission i f they are Interested, in which Texas does, 
! 

which I rather doubt, that more or less described to the propcsltioij 

that you must have uniform spacing on a basis which w i l l protect thej 
correlative rights of the parties. 

I might mention i n the Consolidated versus Thompson case, that 

the Supreme Court of the United States held that despite the econotni 

factors absent i n the Texas Statutes, that the Commission aay enter 

an order purely for the purpose of protecting correlative r ights . 

Thnt. ia vh.-it- w» ara making f<"»r. we want our correlative righto—pro-

c 
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tected. 

We turn to the New Mexico Statute which spells out and says 

that the Commission may not directly or indirectly require the 

drilling of an unnecessary well. The testimony of this case ia 

absolutely undisputed that drill i n g that well won't get that, that 

tji-tra well on that 320 acre tract won't get enough gas out to pay 

the cost of that well or come anyway close to i t , and there say be 

actual physical waste as a result of dri l l i n g that well. Mr. 

Kellahin attempted to manufacture some testimony of Mr. Crum, but 

he did state i t was on the cross examination of Mr. Greer. I f a i l 

to see hov Mr. Cruas's testimony could be testimony, particularly 

since Mr. Greer didn't agree vith i t . 

I think that the further statements on my part would be repe­

titious ana perhaps redundant. I want to thank the Commission 

for i t s extreme patience in this matter. I would like to state to 

the Commission that i t Is an important matter. I t is a matter 

involving quite a bit of money. I would like to point to Mr. George 

Darneille's statement, an independent operator out there, that i t 

is going to cost him some money. I am not making a plea on i t costing 

Stanolind some money. We can afford i t . I am saying that anything 

as fundamentally wrong as this should be scrutinized with great 

care by the Commission. There are principles involved, precedents 

that may be established that would have far-reaching effects, and 

the Commission may have to review this matter and eat i t somewhere 

down the road i f they are not careful in following the Statutes as 

set by the legislature which w i l l not take property by due process 

of the lav, and which w i l l follow the mandates then cf the Statutes, 

He sure did slur over the word "shall"; he said i t "shall" not 
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not set up proration units which v i l l result in drainage, not 

offset by compensatory drainage, I think that the physical facts 

irrespective of the opinion testimony i n this case, are of such a 

nature as to be conclusive that the 320 acre proration unit under 

the proposed rule that we have set out, w i l l protect everybody's 

interest. You can d r i l l as many wells as you want to. I t is 

negligible. I t doean't put a person i n a s t r a i t jacket. I t doesn'i 

require the unnecessary expenditures of aouey. 

I submit to the Commission that the only order i t can submit 

in this case is the one i n support of 320 acre spacing. 

MH. MACSY: Anyone have anything further? 

MR. BHATTOS» I retreat, not froa any statement that I 

didn't come here to make a speech, however I wish to conclude with 

one observation which has been apparent to ise throughout the course 

of the proceeding. I t appears to me that the matter has been put 

into proper perspective by Mr. Ben Howell and Mr. Greiner to 

observers who have no direct economic Interest i n this matter and 

who view the matter on the equities of the situation i n relation to 

the statute and relation to the clear mandate of the Statute, that 

the Commission shall not require the d r i l l i n g of unnecessary wells. 

My client is not i n the fortunate position of Stanolind. We worry 

about this case, not the one down the road, because any well which 

you require us to d r i l l is going to be a tremendous cost to Mr. 

Darneille. He w i l l not recover one additional iota of gas from 

that well and as we have pointed out before, he is the largest sing! 

operator in the f i e l d . I can't help but be impressed by the fact 

that the two very acute observers without any economic interest i n 

! 

i 
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be doing an unjust and inequitable thing in contravention of the 

Statute, by requiring ths drilling of unnecessary wells on the part 

of the operators, and that the setting up of 160 acre proration 

units vould be a violation of the statutory mandate. 

We concur wholeheartedly with the excellent summary which Mr. 

Smith has made on behalf of Stanolind. Ve believe that the only 

equitable order the Conmission can enter is the one setting up 320 

acre proration units. Thank you for your kindness and consideration. 

MR. MACEYI Anything else? If nothing further ve v i l l take 

the case under advisement. Before ve proceed with Case 908 we v i l l 

hear Case 909* 

I, AiJA DEABNLET, Court Reporter, do hereby certify that the 

foregoing and attached transcript of proceedings before the Oil 

Conservation Commission at Santa Fe, iiev Mexico, is a true and 

correct record to the best of my knowledge, skill and ability. 

18 WITSESS WHEREOF I have affixed my hand and seal this 25th 

day of June, 1955. J 

* * * * * * * * 
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